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Abstract/Summary

Climate change is an ongoing global issue that has severe effects on health, economy and
nature. Climate change is mainly caused by human-induced GHG emissions. Companies have
a fundamental role in transforming natural resources into items and services that enable the
level and quality of life in today’s society (Benn et al., 2014). Therefore, companies are the
fundamental part of the problem, and they have a vital role in finding the solution (Boiral ef
al., 2012). The potential competitive advantage that companies can gain by implementing
corporate social responsibility (CSR) has changed the question from whether to how
companies can integrate sustainability into their practices (Wu & Pagell, 2011). Thus,
companies are now facing the need to assess and evaluate the most material actions to be
employed. Research has revealed that a substantial part of companies’ climate impact comes
from scope 3 emissions (Downie & Stubbs, 2013). Scope 3 emissions are generated in
companies’ supply chains, outside of companies’ operations and direct control. Therefore,
companies are forced to rethink their climate strategies and to widen their consideration to
include scope 3 emissions. Recently, the procurement function has been recognized to be
essential for the overall sustainability of the material flows entering a company (Porter & Van
der Linde, 1995; Schneider & Wallenburg, 2012). As most of scope 3 emissions are generated
through non-product related (NPR) procurement activities, this study focuses on the
procurement of less strategic items and services.

The aim of this study is to investigate the complexity and challenges in the implementation of
low carbon procurement (LCP) in the context of NPR procurement. The aim is expected to be
achieved by exploring the influence of external and internal factors for the implementation of
the procurement process. Another means to achieve the aim is to study what category
managers perceive as challenges in the implementation of low carbon NPR procurement.
How to implement low carbon initiative by employing the change management model is also
analyzed in this study. A qualitative single case study design with three research units is
employed. The selected case company, Novo Nordisk A/S, is a well-known pharmaceutical
company with a pro-active environmental profile. The company has identified that a
significant climate impact comes from the company’s supply chain (Novo Nordisk, 2014),
and the company has challenged itself to reduce its overall climate impact through NPR
procurement activities. The empirical data in this study was acquired by using a two-step
approach, implemented through semi-structured interviews and validated by triangulation
with documented materials. The findings of this study were analyzed using a conceptual
framework that was developed based on the literature review that was conducted for this
study. The conceptual framework consists of internal and external factors (drivers/barriers)
for the implementation of LCP and an illustration of the integration of CM into NPR
procurement processes. Finally, two change models were combined and used for further
analysis of the topic and shed light for the challenges.

The findings in this study show that external and internal factors may have a different
influence in each of the categories studied, and factors can mirror to same aspects. The key
challenges can be divided into three interrelated dimensions: the lack of top management
interest, methodological difficulties, and regional differences in capacity, motivation and
resources. The challenges perceived were quite similar in each category. Finally, using change
management models, the steps to overcome the key obstacles in the implementation process
were identified to be creating a strong coalition to drive the change mandated by top
management and anchored in affiliates, designing integrated climate strategies with clear
targets and strong communication and stakeholder collaboration.

v



Abbreviations

AR
CDP
CEO
CEM*
CEM**
CF

CM
CSR
CSV
CO,
COP21
CDLI
DSJI

EF

EV

EIO
EMS
EPA
EP&L
EF

FSC
GHG
GIS
GLIA
GP

HQ

IDF
IPCC
ISO
LCP
LCA
MNC
M&E
NGO
NPR
Novo Nordisk
Rio +20
R&D
SCM
TBL
UK CIPS
UN
UNFCCC
WHF
WHO
WBCSD
WRI
WWEF

Annual Report

Carbon Disclosure Project

Chief Executive Officer

Concure expense management

Corporate environmental management

Carbon footprint

Carbon Management

Corporate social responsibility

Creating shared value

Carbon Dioxide

2015 Conference of Parties

Climate Disclosure Leadership Index

Dow Jones Sustainability Indices

Emission Factor

Electric vehicle

environmental input output

Environmental management system

United States Environmental Protection Agency
Environmental profit and loss assessment
emission factors

forest stewardship council

greenhouse gases

General Indirect Sourcing

Global Information & Analysis

green procurement

headquarters

International Diabetes Foundation
Intergovernmental Panel on Climate Change
International Organization for Standardization
low carbon procurement

Life Cycle Assessment

Multinational company

Meetings and Events

Non-governmental organizations

Non-product related

Novo Nordisk A/S

The United Nations Conference on Sustainable Development
Research & Development

Supply Chain Management

Triple bottom line

United Kindom Chartered Institute of Procurement and Supply
United Nations

United Nations Framework Convention on Climate Change
World Hemophilia Foundation

World Health Organization

The World Business Council for Sustainable Development
World Resources Institute

World Wide Fund for Nature

A%



1 INTRODUCTION ....uuooiinrennensnenensnnsssessasssessassnssssssssssssssessasssssssassassssssaessasssssssassasssassassssssas 1

1.1 PROBLEM BACKGROUND.......ccotiiiiiiiiiiiiieieeeeeeeeeeeeeeee et e e e e e e e e e e e e e e e e e e e e e e e eeeeeeeeeeeees 2
L2 PROBLEM ..uuttvviiiiieeieeicireeee e e et eeeeetae e e e e et eeettaaeeeeeeeeeeeeattaseeeseeeeseesatssaseseeeeeennstrsreeeseeeenans 5
1.3 AIM AND RESEARCH QUESTIONS ....ovtiiieiieieiiiitireeeeeeeeiiotrtreeeeeeeeeaasassresessasessssassssessseeesnnnns 6
1.4 DELIMINATIONS ....oeittiiittrreeeeeeeeeeeiiureeeeeeeeeenitissesseeseeeeesassssseeeseeeesamsisssssseseesemnossrrseseseeeennnns 7
| I O 101 & 51 2 7
2 THEORETICAL PERSPECTIVE AND LITERATURE REVIEW .......iiccecrconn 8
2.1 SUSTAINABLE AND GREEN PROCUREMENT .......cuuuuuuuuuuuurerererrnreerrsssssssssssssrsssrssssssnnsssnnnna.. 8
2.1.1 Implementation of Sustainable Procurement ....................c.cccoeccveveeaveeesceeeceaneene 10
2.2 SUSTAINABLE NPR PROCUREMENT ......cuuuuuuuuuuuutueurererresssssssssssessessnssessassssnsssssrssssannnne... 10
2.2.1 Strategic Approach to NPR ProCUFemMent ...............cc.cccoeuvueeeieeieiaiieiieeeieeeeeeeeenes 11
2.2.2 Sustainable NPR Procurement: External and Internal Factors.............................. 12
2.3 LOW CARBON PROCUREMENT .......cccccttvrreeieeeeiieiirreeeeeeeeeeeseisrreeeeseeeeeseisssseseseseessnsinsrnseseeens 13
2.4 CHANGE MANAGEMENT AND ORGANIZATIONAL CHANGE........ccuuvuuerureeenrrerrnenresnsssnnnnnnnnns 14
2.4.1 Planned CRANGE .............c..ccceeeuieiiiaiieeiie et 15
2.4.2 Greening Organizational CUILUTE ..................cccoueeeiueiiiiiieeiieeeiieeee e 15
2.4.3 Unfreeze — Change — RefIreze...............cc.cccueivuieiieeiiaiieeeeeieee e 16
2.5 CONCEPTUAL FRAMEWORK ......cuuuuuuuuueuuuereerueuesssesesssssssssessssssssessesssssssssssssensassressssnenn.. 17
S METHODOLOGY ...cccoirrrrnnnneereccccsssssnnssseecccsssssonsasssssesssssssssssssssesssssssssnsssssssssssssssssassassesssss 19
3.1 THE LITERATURE REVIEW PROCESS........coiiiiiiiiiieiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 19
3.2 CHOICE OF THEORETICAL FRAMEWORK .........uuvvviiiieeeeeeiiiinreeeeeeeeeeeiiitrneeeeseeeeeensnsrneeseeens 19
RIRI 23 13128 (07N BN 07 N] SN 1 61 0) 20
3.3.1 Qualitative Single Case STUAY ...........c.cccoiviiiiiiiiiaiieeie et 20
3.3 2 IRECHVICWS. ... e 21
3.3.3 Other Data Collection Methods ................cooueoooiiieiiieeeeeeeceeee e 22
3.3.4 Researcher as a Participant ODSEFVET ................ccceeecueeeeieeeiieeeiiieeeieeeeseeenseeenanens 23
3.3.5 DALA ANGLYSIS ..ottt 23
3.4 CHOICES MADE IN THE CASE STUDY ..ooitiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeee e ee e e e e e eeee e 23
3.4.1 Choice of the Industry and COMPANY ...............cccooevueiiiiiieieiieiieee e 23
3.4.2 Choice of the NPR Procurement Problem..................cc..ccccoovveviiiencineniieenieeenen 24
34,3 RESCATCH URILS ..o 24
3.5 ETHICAL CONSIDERATIONS ....ccoiiiiiiiiiiieeieeeeeeeeeeeeeeeee e eeeeeeee e e e e e e e e e e e e e e e e e e e e e e e e e eeeeeeeeeeeeeeeeeees 24
4. EMPIRICAL STUDY .uaeeeeiiiieecensccssnseseecccssssssssssssssescsssssssnsssssssesssssssssasssssssssssssssssasssssssssss 25
4.1 INTRODUCTION TO THE CASE STUDY ....uuuuuuuuererreerereresreessrrsrssssmssessmrsmssmssssmne.—.—... 25
4.1.1 Novo Nordisk’s Engagement with Sustainability ................cc.cccoovvvevviieviineeneannn. 25
4.1.2 Novo Nordisk and Climate CRANGE................c.c..cccveevieiiiiiieiiieecieeeie e 26
4.1.3 Novo Nordisk and Environmental Profit and LOSS..............c...ccccocvevovievianeeaeannnn. 26
4.2 NOVO NORDISK’S PROCUREMENT .......cuuuuuuuuuererrrrreresssssssssrssssssmsssssnssssssssssnssssnesssa.... 26
B2 THAVCL ... e 27
4.2.2 Meetings and Events (M & E) ..........cccoeeeoueeeeieeeiiie et 31
4. 2.3 OffiCE SUPPLY ..o 33
S ANALYSIS .. eeeieeeeeeeeeteteteteeeeeeeeeteeeseeesesesesesesesssesesesssssssssssssssssssesssssessssssssssssssssssssssssssssssses 36
5.1 INFLUENCE OF EXTERNAL AND INTERNAL FACTORS ON IMPLEMENTING LOW CARBON
NPR PROCUREMENT .....ouuuuuuuuutuuuuersussnussnssssesssesssssssssesasssssssssmssassssss.s...........—.—..—.......sn.n...... 36



S5.1.1 EXTCTNAL FUCIOTS oo et 36

512 INEEFNAL FFACTOFS ... 38
5.2 CHALLENGES FOR IMPLEMENTING LCP PRINCIPLES IN THE CONTEXT OF NPR
PROCUREMENT .....uttttiitieeeeiiiittreeeeeeeeeeeetrareeeseeeeeaeiassseeeseeeeeeesesssreeeseeeeesessssseseseseesensnsrnreeeeens 39
5.2.1 Strategic Approach to NPR ProCurement .................cccoeeueeecueeeceeesieeenieeenneeennnens 40
5.2.2 Integration of CM into NPR ProCurement .................ccocceeeeeeeeeceeaseeeisaieeeeeaeens 41
5.3 IMPLEMENTATION OF LOW CARBON INITIATIVE IN NPR PROCUREMENT PROCESS BY
EMPLOYING CHANGE MANAGEMENT .....uuvviiiieeieiieiiitreeeeeeeeeeeiiirreeeeseeeeeseissseeeseseessnsinsrnsesssens 42
0. DISCUSSION .....coceeeerrrrrsnneeeeeecccssssssssssssescesssssssssssssssscsssssssssssssssssssssssssssssssssssssssssssanssssssssss 44
6.1 HOw DO EXTERNAL AND INTERNAL FACTORS INFLUENCE THE IMPLEMENTATION OF LCP
IN THE CONTEXT OF NPR PROCUREMENT PRINCIPLES? ......ccovittvreieeeeeeeecinreeeeeeeeeeerveeeeeeee 44
6.2 WHAT ARE THE PERCEIVED CHALLENGES BY CATEGORY MANAGERS IN THE
IMPLEMENTATION OF LCP IN THE CONTEXT OF NPR PROCUREMENT? .......ccvvvveeeeiiinrreeenn.. 46
6.3 How CAN NOVO NORDISK IMPLEMENT LOW CARBON INITIATIVE IN ITS NPR
PROCUREMENT PROCESS? .....uuttviiiiiieieeeiieeeeeee e eeeecaeee e e e eeeeettaeee e e e e e eeeeaaasaeeeeeeeeeennnrnneeeaeas 47
T. CONCLUSIONS . ... cccerrrrrnereeeeecccssssssssssesesccsssssssssssssssscssssssssssssssssssssssssssssssssssessssssssassassssssss 50
BIBLIOGRAPHY ....cccoirrrneeeeiiececnsscssnseseecccsssssssasssssesssssssssnsssssssssssssssssasssssssssssssssnsassassssssss 51
LITERATURE AND PUBLICATIONS .....oooii ittt 51
INTERNET ...ttt e e e e et e e e e e ee e ttaa e e e e e e eeeeeatrnreeeeeas 55
PERSONAL COMMUNICATION ...ttt 56
APPENDIX ...coeeeeitiieeccnsscssanseseecccssssssnsssssesccsssssssasssssesssssssssasssssesssssssssnsssssssssssssssssansassesssss 58
APPENDIX 1: EXAMPLES OF ACTIVITY DATA AND EMISSION FACTORS ......ccvvvvvvveverernrnnnnnennnnns 58
APPENDIX 2: FIRST INTERVIEWS. CONSISTENCY OF EACH INDIRECT SPEND CATEGORY AND
DIATA c.eeeeeeeeeeeeeeeeeeeee e eeeea e aaaeaeaeeeaesesesssesesssssssssesssssesssssesesesssssesssssssssssessnssesssssssnssnsnsssnsnnnnnsnrnnns 58
APPENDIX 3: SECOND INTERVIEWS. PERCEIVED CHALLENGES TO IMPLEMENT CHANGE WITHIN
EACH INDIRECT SPEND CATEGORY STUDIED IN NPR PROCUREMENT .......ccuuvvvverrrrnrernenrnnnennnnns 59
APPENDIX 4. OVERVIEW OF TOTAL IMPACTS ..eeeoeieeiieiitrreeeeeeeeeeieiirreeeeeeeeeensesrreeeeseeeessnsnnnens 62
APPENDIX 5. SPEND CATEGORIZATION OVERVIEW .....cuuvvuuuvuurerrrrerrrrersnssssssssssnssssssssssssnnnnsnnnes 62
APPENDIX 6. TRAVEL: CONSISTENCY AND CATEGORIZATION ......cuvvvveeeeeeeeeeiiinreeeeeeeeeeennnnnne. 62
APPENDIX 7. MEETINGS AND EVENT’S: CONSISTENCY AND CATEGORIZATION ........ccvvvvvvnnnnn. 63
APPENDIX 8. OFFICE SUPPLY: CONSISTENCY AND CATEGORIZATION .......cccovevuvrvreeeeeeeeeennnne. 63
APPENDIX 9: FIGURE 2. SCOPE 1, 2, 3 GHG PROTOCOL EMISSIONS ......cuvvvvrrrrrrrrnrerrenenennnnnnns 64
Figures
Figure 1. Scope 1, 2, 3 of GHG protocol €miSSIONS ........cc.eeecueeeriieerieeenieeeiieeeieeeeneeeeveeenenens 3
Figure 2. THIustration 0f USC .......cooiiiiiiiieieeecee ettt sae e 5
Figure 3. The relationship between sustainable, green and low carbon procurement. ............. 9
Figure 4. Portfolio procurement analysis . ........cccecierieriienieniieiiesie ettt 11
Figure 5. Unfreeze - change — refreeze — model illustration ...........ccceevvveecieenciieenciie e, 17
Figure 6. Conceptual framework of low-carbon NPR procurement. ..........cccccecuevvenerieneennene 18
Figure 7 Perceived challenges of implemenation LCP in context of NPR procurement......... 40
Figure 8 How can low carbon NPR procurement be implemented in Novo Nordisk.............. 48

vii



Table 1. Internal and external factors for GP combined with GP of NPR products ............... 12

Table 2. Lewin’s 3-step change model combined with Kotter's 8-step model . ..................... 17
Table 3. External factors for low carbon NPR procurement. .............ccceeceeeiiienienciienieenieennens 36
Table 4. Internal factors for low carbon NPR procurement. ...........cccceeevvveniieencieenciieeeieeenee, 38

viii



1 Introduction

Climate change is an ongoing global issue that has severe effects on health, economy and
nature. Climate change increases the exposure to climate-sensitive diseases (www, WHO,
2014), expensive disruptions to society (www, EPA, 2014) and biodiversity loss (IPCC,
2013). Global challenges emerge due to that climate change influences the economy in
various ways, affecting some industries more than others, e.g. in form of different regulations
(Downie & Stubbs, 2012). Strategic dilemmas appear in the form of changing cultivation
patterns, increased risks, new regulation regarding GHG emissions, and possible additional
climate-related costs (Boiral et al., 2012). Global warming is caused by the increased level of
greenhouse gasses (GHG) in the atmosphere, which are creating a shell around the Earth. This
shell retains heat that otherwise would dissipate, and the phenomenon is called the
greenhouse effect (www, EPA, 2014). More precisely, the greenhouse effect is mainly caused
by anthropogenic1 emissions that are released through human industrial and agricultural
activities (IPCC, 2013).

IPCC state in their 5™ Assessment report (2013, 1): "Human influence on the climate system
is clear, and recent anthropogenic emissions of greenhouse gases are the highest in history."
The most common and significant human-induced gas is Carbon Dioxide (CO,). Less than
2°C is a commonly accepted maximum temperature increase for avoiding a total disaster
caused by human-induced GHG emissions (IPCC, 2013). According to the United Nations
Framework Convention on Climate Change” (www, UNFCCC, 1, 2015), reaching the goal of
limiting global warming to less than 2°C requires a commitment from all the key actors. The
relevant actors in solving this global dilemma are governments, the private sector, non-
governmental organizations (NGOs) and the civil society. Moreover, companies have a
fundamental role in transforming natural resources into items and services that enable the
level and quality of life in today's society (Benn et al., 2014). Therefore, companies are the
fundamental part of the problem, and they have a vital role in finding the solution (Boiral et
al., 2012). Finding the solution is not the responsibility of individual actors but requires
collaboration between the actors on the international stage.

The first international political reaction against climate change and the first attempt to
stabilize GHG emissions took place at the Rio Earth Summit in 1992 in the form of UNFCCC
and was followed by the Kyoto Protocol® in 1997 (www, UNFCCC, 2, 2015). The next
milestone in combating climate change will be the Conference of Parties (COP21) in Paris in
December of 2015. The goal for COP21 is to reach a universal and legally binding agreement
to limit global warming to less than 2°C (www, COP21, 2015). If this agreement is achieved,
it will lead to new emission control regulations. Current policies on climate change are mainly
focused on limiting direct emissions (scope 1) from significant large-scale emitters in Europe,
North America and Australia (Downie & Stubbs, 2012). Indeed, different reporting schemes
have been established to keep track of and control emissions. New rules would enforce
companies to measure, manage, mitigate’ and report their GHG emissions in a larger scale.
Companies have understood the imminence of global GHG regulation (Matthews et al., 2008)
and recognized the importance of reducing the climate impact.

! Anthropogenic — human-induced (IPCC, 2013)

2 UNFCCC is an international environmental treaty which has as its ultimate goal to stabilize human-induced greenhouse gas concentrations
to avoid disastrous impacts

3 The Kyoto Protocol is an international agreement linked to the UNFCCC. The protocol commits states to setting internationally binding
emission reduction targets and is ratified by 134 nations. (UNFCCC, 2015)

* Mitigation refers to the reduction of human-induced GHG impacts (IPCC, 2013)



Al-Rodhan (2006, 5) defines globalization as "... a process that encompasses the causes,
course, and consequences of transnational and trans-cultural integration of human and non-
human activities". Globalization is driven by several factors such as technological
development, politics, socio-cultural processes and the awareness of global risks such as
climate change (By & Burnes, 2013). Globalization has given rise to the birth of multinational
companies (MNC). A MNC is a company that is engaged in production and/or other practices
in more than one country through subsidiaries and has direct control over the policies in these
subsidiaries (Franklin, 1990). Globalization and the absence of global legally binding
regulations (Scherer & Palazzo, 2007) have generated a wide group of external stakeholders
to pressure companies to take more responsibility of their actions. External pressure has led
companies to respond to challenges such as climate change. Increased external pressure is a
key driver for companies to address their climate commitments and other sustainability
initiatives (Boiral et al., 2012).

Because of globalization and increased external pressure to include new responsibilities,
companies have recognized the need to change, and “the basic goal has been the same to
make fundamental change in how business is conducted in order to help cope with a new,
more challenging market environment” (Kotter, 1995, 89). The potential competitive
advantage that companies can gain by implementing corporate social responsibility (CSR) has
changed the question from whether to how companies can integrate sustainability into their
practices (Wu & Pagell, 2011). The World Business Council for Sustainable Development
(WBCSD) defines CSR as follows: "Corporate Social Responsibility is the continuing
commitment by business to contribute to economic development while improving the quality
of life of the workforce and their families as well as of the community and society at large"
(WBCSD, 1998, 3).

CSR leads companies to obtain new dimensions of their core responsibilities that lead
organizations to find innovative alternatives to create profit by also generating value for
society. Value can be generated by addressing society’s needs and issues (Porter & Kramer,
2011). Harris and Crane (2002) argue that companies need to embrace new values, beliefs and
behaviors that prioritize environmental considerations, which help the companies to perform
in a sustainable manner. They establish the connection between sustainability and greening
the organizational culture. Moreover, the positive relation between change management and
improved environmental performance exists (Ronnenberg ef al., 2011). Therefore, companies
need to change through greening the organizational culture to be able to implement their
sustainability initiatives.

1.1 Problem Background

Climate change is the one of the most threatening environmental concern that companies are
facing, and it is a complex issue to tackle. The focus of global debates, agreements, and
negotiations such as COP21 is on climate change, and companies are confronted with
increased external pressure to act (Lash & Wellington, 2007). At the same time, practitioners
and scholars understand the benefits that companies can reap from assessing and managing
their GHG emissions (Downie & Stubbs, 2012). Economic benefits from companies’
mitigation practices vary between regions, industries and measurement methods (Boiral et al.,
2012). The main drivers for companies to integrate mitigation and climate strategies consist of
increasing energy and carbon costs, brand reputation and energy supply risks (CDP, 2010).
Further, companies will benefit in form of cost savings, new business opportunities and risk

2



mitigation regarding corporate image, scare resources and regulations. In McKinsey's (2008)
study of how companies in several industries think about climate change, the majority of the
respondents acknowledged the materiality of climate change. Therefore, the companies in the
study felt the urgency to integrate carbon management (CM) into their business practices. CM
is defined as ‘‘the measurement and management of emissions of carbon dioxide (CO,) and
the other five greenhouse gases covered by the Kyoto Protocol" (Chan, 2009, 11).

Companies measure their environmental impacts with different methods, and the carbon
footprint (CF) is a common way to measure and communicate a company’s GHG emissions.
Many definitions for CF exist, but Wiedmann and Minx (2008, 5) have an definition: "a
measure of the exclusive total amount of carbon dioxide emissions that is directly and
indirectly caused by an activity or is accumulated over the life stages of a product".

Scope 2 Scope 1
INDIRECT DIRECT
Scope 3 Scope 3
iy INDIRECT INDIRECT
Diciaiad .

ey transportation =
purchased sloctricity, stasm, and distribution 3
hoating & eoolng foe cwn uie e
leased assots 6
company
facilities
capital '. _

goods franchises
employee processing of

x -
Fuel and commuting sold products e
enery e X m— = i
2SS s—_ b e
—_— travel s o S B saad leased assets
transportation velicles products
and distribution waste end-of-life
generaked in treatrment of
aperations sold products.
Upstream activites Reporting company Downstream activites

Figure 1. Scope 1, 2, 3 of GHG protocol emissions (Source: GHG protocol, 2011, 05)

The most commonly accepted classification of GHG emissions is to divide them into three
different scopes (Chan, 2009; Correia et al., 2013) as shown in Figure 1. The different
emission scopes are described below (adapted from www, carbon trust, 2015; GHG protocol,
2011; Chan, 2009; Correia et al., 2013):

o Scope 1 emissions (direct emissions) are generated from all the activities across an
organization including fuel combustion, company vehicles, and fugitive emissions.

e  Scope 2 emissions (indirect emissions) are related to energy (electricity, heat and steam)
that an organization has used but that has been purchased from a third party.

e Scope 3 emissions’ (indirect emissions) cover all the emissions of an organization that are
generated by its activities outside the organization’s operations.

The requirement to measure and manage GHG emissions has led companies to pursue CF
projects in order to estimate how much they contribute to climate change (Matthews et al.,
2008). International organizations such as the WBCSD, World Resources Institute (WRI) and

These emissions include purchased goods and services, business travel, employee commuting, waste disposal, use of sold products,
transportation and distribution (up- and downstream), investments, leased assets, and franchises (GHG protocol, 2011)
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the Carbon Disclosure Project (CDP) have broad carbon emission reporting schemes that
provide companies with instruction on how to report their emissions (Matthews et al., 2008).
Reporting on scope 3 emissions is voluntary in all schemes, and a lack of the standardization
of the GHG emission accounting policies adds to the complexity of measuring and evaluating
these emissions (Lee, 2011). Scope 3 emissions are generated in the supply chains of
companies and are thus left outside of a company’s direct control. Hence, companies' current
GHG mitigation strategies are mainly focused on scope 1 and scope 2 emissions.
Interestingly, scope 3 emissions account for an average of three fourths of all emissions
(Huang et al., 2009; Downie & Stubbs, 2013), and thus have the highest mitigation potential
and materiality for the majority of the companies.

The solution to sustainability issues is to find the most optimal way for each company to
conduct profitable business while creating value for the society. The need for environmental
protection and the increased demand for limited natural resources have led companies to
restructure their supply chain operations and to transform their business models (Wu &
Pagell, 2011). Scholars (i.e. Porter & Van der Linde, 1995; Schneider & Wallenburg, 2012)
have recently recognized the significance of integrating sustainability principles into the
procurement function for the company’s overall sustainability. The material and service
flows entering into the company come through procurement processes (Schneider &
Wallenburg, 2012). Therefore, a company has an opportunity to influence to which degree
flows of material and service entering into the company have an impact to environment or
society at large. Material and service flows present opportunities for integrating social and
environmental considerations into processes (Schneider & Wallenburg, 2012). Recent studies
into companies’ CFs have indicated that the majority of the companies’ GHG emissions are
generated in their supply chains (Huang ef al., 2009; Downie & Stubbs, 2013).

Kraljics (1983) in his purchasing portfolio first shifted procurement from a tactical to the
strategic business function. Since then, the importance of comprehensive and inclusive supply
(chain) management (SCM) has been emphasized. Consequently, SCM has substituted the
purchasing management activity, which is only focusing on the buying situation (Johnsen et
al., 2014). Indeed, SCM is based on the idea that a company’s success partly depends on the
actions of its suppliers and other stakeholders (Schneider & Wallenburg, 2012) in addition of
company’s performance. There is no precise definition for SCM (Mentzer et al. 2001), but it
can be characterized as the flow of goods and services from a source to the customer. In
particular, SCM consists of processes such as "purchasing, expediting, inventory
management, delivery and receipt of goods and quality control" (www, UK CHIPS, 2015). As
the focus is on the supply management and procurement related to strategic goods and
services (Haake & Seuring, 2009; Mosgaard et al., 2013), the majority of research fails to
include non-product related (NPR) procurement into the research scope. Thus, it is important
to make a distinction between two types of procurement: product-related, major procurement
(direct spend) and NPR procurement (indirect spend).

The first category, major procurement, refers to materials and services with a direct influence
on product quality or production. The latter covers all the goods and services that a company
needs for supporting its practices but that do not have a direct impact on production or
product quality (De Boer et al., 2003). As Haake and Seuring (2009) suggest, the focus of this
study is on the broader perspective on the supply chain. Therefore, instead of focusing on a
single company and product, this study takes the wider approach of taking into account the
ultimate supply chain (USC). According to Mentzer et al. (2001, 4), the USC presented in
figure 2 “includes all the organizations involved in all the upstream and downstream flows of
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products, services, finances, and information from the ultimate supplier to the ultimate
customer ”.

THIRD PARTY
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Figure 2. Illustration of USC (Source Mentzer et al., 2001, 4)

The terms procurement, purchasing, and sourcing are often used interchangeably in the
literature although the concepts might have significant differences depending on the user
(Johnsen et al., 2014), and therefore are necessary to be defined. According to the UK CIPS
(2015), procurement is a comprehensive chain of actions from “identification of a
requirement to the disposal of that requirement". De Boer et al. (2003, 911) define
procurement as the execution of the following functions: definition of need, selection of
supplier, negotiation and contracting, and ordering and monitoring the delivery. Purchasing is
a simplified process of procurement and is defined as the actual situation in which items or
services are bought from a supplier. Sourcing, on the other hand is the strategic part of the
procurement process, focusing on the market search of potential sources of goods and services
(www, UK CIPS, 2015). The term procurement is used according to the definition of de Boer
et al. (2005), and a distinction between procurement and purchasing is made.

Novo Nordisk A/S (Novo Nordisk) is a global healthcare company with over 40,000
employees in 75 countries. Novo Nordisk has a Triple bottom line (TBL) business
philosophy, which “frames Novo Nordisk’s long-term strategy to be a sustainable business “
(Novo Nordisk, internal file, 2015). It obligates employees to always consider the impacts in
addition to company also to environment and society. Novo Nordisk conducted an
Environmental Profit and Loss® (E, P & L) study that identified that most of the company’s
GHG emissions were found to occur in the company’s supply chain (Novo Nordisk, 2014).
Thus, for Novo Nordisk to be able to reduce their overall CF, they need to find a way to
integrate LCP principles into their practices.

1.2 Problem

The most significant environmental issue that companies are struggling with is finding a
solution to how to reduce their climate impact. CF presents a company’s overall climate
impact from all its business activities and, therefore, includes direct (scope 1) and indirect
(scope 2 and scope 3) emissions (Wiedmann & Minx, 2008). Traditionally companies have
focused on managing GHG emissions related to scope 1 and 2. Evidently, a major part of
companies’ GHG emissions come from their supply chains and are beyond their direct control
(Meehan & Bryde, 2011). Efficient management and mitigation strategies require a correct
understanding and awareness of scope 3 emissions (Downie & Stubbs, 2013). However, there
is no clear consensus on how companies should measure, scope and assess their scope 3 GHG
emissions (Matthews et al., 2008). Researchers emphasize the key role of procurement
function to influence the material flows entering into the company (Porter & Van der Linde,
1995; Schneider & Wallenburg, 2012). Procurement functions ability to influence the
environmental impact of the service and material flows through procurement criteria’s
enables the company to reduce its CF. As scope 3 emissions are corresponding to the majority
of companies’ emissions (Downie & Stubbs, 2013), mitigation strategies should be directed

¢ Environmental Profit and Loss assessment is a means of placing a monetary value on the environmental impacts along the entire value
chain of a given organisation (Novo Nordisk, 2014,5)



into NPR procurement activities. Consequently, NPR procurement covers the majority of the
procurement activities that contribute to companies’ scope 3 emissions.

The sustainability criteria in the procurement process can be integrated into the supplier
selection process or in the purchasing decision (Schneider & Wallenburg, 2012). It is
complicated for companies to implement green NPR procurement in cases when the top
management lacks interest in integrating sustainability into related activities (Haake &
Seuring, 2009; Mosgaard, et al. 2013; Mosgaard 2015). NPR procurement also has an
invisible impacts and benefits on the micro-level (Mosgaard, et al. 2013; Mosgaard 2015) and
a great amount of suppliers and products are involved. Besides, NPR procurement contain
high-level involvement of internal customers’ (Cox et al., 2005), which means that
procurement decisions are executed by employees without professional procurement
experience. Furthermore, successful LCP requires prior understanding and skills regarding CF
and CM (Correia et al, 2014). Consequently, decisions are strongly influenced by individual
behaviors and preferences (de Boer ef al., 2003), and they are thus challenging to manage.
Moreover, Haake and Seuring (2009, 284) argue that "not such a thing as 80% of sustainable"
exists, by which they address the impact of NPR procurement and the entire supply chain.
Therefore, companies that aspire to be sustainable are beginning to shift from only
considering the company’s operations towards comprehensive inclusion of NPR procurement
into the climate strategy.

"It can be argued that the successful management of change is crucial to any organization in
order to survive and succeed in the present highly competitive and continuously evolving
business environment" (By, 2005, 369). A global survey conducted by McKignsey and
Company (2008) suggests that companies need to change constantly to guarantee their further
existence. However, two-thirds of implemented change processes fail. Furthermore, there is a
gap between theory and practice of sustainable procurement. This gap has three reasons: lack
of capabilities, instruments, or processes for the actual implementation of sustainable
considerations (Schneider & Wallenburg, 2012). Thus, managers face the issue of how to
implement sustainability initiatives in practice. While there are theoretical ideals for a
company’s sustainable procurement, it can be extremely challenging to implement LCP
focusing on non-strategic procurement areas, which is where a large part of a company’s
impacts on the climate comes from.

1.3 Aim and Research Questions

The aim of this study is to investigate the complex issue of implementation low carbon NPR
procurement. The aim is expected to be achieved through exploring the influence of internal
and external factors in the procurement process. Factors may function as drivers or barriers
for company’s motivation to implement green initiatives (Appolloni et al., 2014). Next step is
unravelling the perceived challenges by category managers related to the inclusion and
prioritization of low carbon criteria in NPR procurement process. Finally, once having this
data, analyzing the implementation of the low carbon initiative in the context of NPR
procurement is possible. Moreover, this study focuses only on the three specified indirect
spend categories, namely travel, meetings & events (M & E), and office supply. The research
questions are related to each of the three specific categories studied in Novo Nordisk:

7
Internal customers cover all employees employed by Novo Nordisk A/S
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How do external and internal factors influence the implementation of LCP in the context of
NPR procurement principles?

What are the challenges perceived by category managers in the implementation of LCP in the
context of NPR procurement?

How can Novo Nordisk implement low carbon initiative in its NPR procurement process?

1.4 Deliminations

Low carbon NPR procurement is a complex issue, so there are a number of perspectives that
could have been chosen, and therefore several limitations exist. This study was limited to
being a snapshot of the phenomena, to gain the picture of current status at the given time.
First, this study is limited to a managerial perspective, focusing on the issue of low carbon
NPR procurement and change management, while the more technical aspects of CM and the
wider perspective of GP were left out. This study is also limited to exploring the issues related
to CF and GHG emissions, excluding the other sustainability aspects related to procurement.
Therefore, the exclusion of the trade-off issue between social and other environmental
considerations reduces the complexity with which this complicated issue is dealt with here.
Limiting the scope enables this study to focus on the chosen research topic more profoundly.
Only three specified NPR categories were chosen to be scrutinized and analyzed more
closely, while other categories with less GHG reduction potential were left out. The
limitations may overlook some of the challenges observed during this study, due to the
individual characteristics of each of the NPR product categories. Also, accommodation
services was left out from the study, to narrow down the scope even more. Moreover, this
study is limited to a corporate perspective, and the perspectives of other stakeholders of the
NPR procurement, such as internal customers, suppliers, and regulatory bodies, were
excluded. Even though these perspectives would be interesting to include, such a study would
require more time and more resources. In addition, change management analysis is limited on
planned change theory and models. Furthermore, as a single case study of a single company,
the results and findings of this study cannot be generalized.

1.5 Qutline

The outline of the thesis provides the reader with an overview of the structure of the study at
hand. The first chapter introduces the reader to the study by presenting the research topic and
the problem background, the problem, the aim and the research questions. This chapter is
intended to provide the reader with a clear understanding of what is studied, and what has
been excluded from the scope and why. The second chapter introduces the theoretical
perspective, and the literature reviewed. In Chapter 3, the research methods used, the
reasoning for the method, and the choices made in the empirical chapter are explained. In
Chapter 4, the empirical findings collected through interviews, reports and internal files are
presented. In Chapter 5, an empirical findings (Ch.4) are analyzed by using theoretical
framework (Ch. 2). In Chapter 6, the findings are discussed and connected to the previous
studies presented in Chapter 2. In Chapter 7, thoughts, conclusions and potential future
research areas that were found during this study are presented. The conclusions are followed
by the list of references and appendices.

After introduction chapter, the next chapter will present the conceptual framework and review
the existing literature of the topic the study at hand.
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2 Theoretical Perspective and Literature Review

The theoretical framework and literature review presented here provide an overall view of all
the concepts and theoretical aspects that are relevant with respect to the research questions
and the aim of the study. First, theoretical aspects and concepts regarding sustainable, green
and low carbon procurement are introduced. These provide a definition and methods for how
sustainability is integrated into procurement practices. The definition is followed by an
overview of concepts regarding NPR procurement process. Differences between procurement
of major items and procurement of NPR products are identified, to gain a better
understanding of the gap between theory and practice of LCP in the context of NPR
procurement. Finally, theories and concepts on organizational change are explored to
understand how organizational change in the form of sustainability initiative in procurement
activities can be implemented.

2.1 Sustainable and Green Procurement

Sustainable procurement does not have a single definition in the literature (Schneider &
Wallenburg, 2012), but Pagell et al. (2010, 58) describe sustainable sourcing as "a managing
all aspects of the upstream® component of the supply chain to maximize triple bottom line
performance". TBL thinking, first coined by Elkington (1998), means that besides a
company's responsibility to create profit, it is responsible for contributing to the society and
the environment in which it operates. Apart from sustainable procurement, there are multiple
definitions for green procurement (GP) in the literature (Appolloni et al., 2014). According to
a recent definition by Large and Thomsen (2011, 177), GP is an integration of environmental
considerations into procurement activities, policies, and programs. Despite the distinction
between sustainable procurement (balance between all three dimensions of social,
environmental and financial aspects) and GP (more emphasis given for environmental
considerations), some scholars do use these terms interchangeably with environmental
purchasing and supply (chain) management (Appolloni et al., 2014). There is a growing
interest in GP among scholars and practitioners, mostly driven by external demands such as
competitive, regulatory and community pressures (Appolloni et al., 2014). Appolloni et al.
(2014) in a literature review of research about GP in the private sector, indicated a significant
increase in the publication during recent years; from 1996 to 2013 overall 86 management
perspective studies were conducted, from which 32 were published between 2011 and 2013.

Historically, researchers and practitioners have focused on the financial part and on the
efficiency of procurement activities (Kraljics, 1983). Procurement has been seen as a tactical
process with a small or no impact on a company’s performance or competitive advantage
(Handfield et al., 2002). Procurement professionals have broadly used Kraljic's (1983)
purchasing portfolios as a tool and well-served support in SCM (Pagell et al., 2010), which
shifts procurement from tactical to the strategic position. Kraljilc's (1983) purchasing
portfolio consists of 5 phases, namely: 1-2) classifying purchased items and services with
respect to profit impact and risk, 3-4) analyzing the supply market and the supply position,
and based on previous phases 5) developing strategies for each category. Pagell et al. (2010),
among other scholars, recognize the urgency to develop Kraljic's (1983) purchasing portfolio
in the new business environment, where procurement has shifted towards sustainability and
generated a more strategic position within the company.

% Activities between the focal company and its supplier. Downstream: Activities between the focal company and the end customer (GHG
protocol, 2011)
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Sustainability increases the complexity of procurement activities because practitioners need to
integrate multiple criteria into their decision-making processes, and that increases the number
of possible trade-offs (Wu & Pagell, 2011). Environmentally sound solutions tend to increase
costs in the short term and create value in the long term (Wu&Pagell, 2011). Thus, integrating
environmental criteria into business practices is complex. Research has documented that
managers lack sufficient information and are forced to make their decisions under uncertainty
of environmental outcomes and prospective regulations (Wu&Pagell, 2011). A company can
ensure its contribution to the dilemmas that make the greatest difference for the society,
environment and potentially increase the company’s competitive advantage by focusing on
the most material functions and issues. Consequently, managers need to prioritize their focus
areas, and this leads unavoidably to trade-offs (Correia et al., 2013). Based on the literature
review conducted by Correia ef al. (2013), a relationship between sustainable procurement ,
GP and LCP, respectively, relates to each other in a way as seen in Figure 3 below. This
hierarchy is not only emphasizing that carbon issues are part of the wider perspective of
environmental issues. Moreover, environmental issues are part of the more comprehensive
sustainability agenda, however they do not have complete correspondence. In particular, the
relationship highlights the fact that there are trade-offs between these elements when
managers are making decisions on their strategic approach (Correia et al., 2013). The trade-
offs are emerged from competing agendas when prioritizing one of these three elements, such
as “renewable energy versus habitat loss” (Correia et al., 2013, 61)

Sustainable
Procurement

Green Procurement

Low Carbon
Procuremen

\\-//

Figure 3. The relationship between sustainable, green and low carbon procurement (Modified from Correia et al., 2013, 61).

According to Sheinder and Wallenburg (2012), successful sustainable procurement is
dependent on stakeholder management. Corporate sustainability is based on the collaboration
and aligned efforts between multiple departments’ (Handfield ez al., 1997), and procurement
has a key position to influence the overall sustainability of the company (Tate et al., 2010).
Therefore, sustainable procurement requires systematic collaboration and communication
between departments. Moreover, traditional supplier-focused procurement fails to consider
other stakeholder needs and as such, cannot reach the goal of sustainability alone (Sheinder &
Wallenburg, 2012). Thus, the collaboration between different functions within the company
and considering external stakeholders’ demands are essential for successful sustainable
procurement. Conventional procurement has evolved towards a sustainable procurement
portfolio, and therefore strategies have changed:

e Change from a tactical approach towards a strategic approach (Handfield e al., 2002;
Pagell et al., 2010). Thus, more emphasis is given to long-term strategic decisions than
short-term tactical choices.

? Department is specialized functional area within an organization or a division, such as accounting, marketing, planning.
Source:http://www.businessdictionary.com/
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e Increased complexity of the decision-making process (Wu & Pagell, 2011): The focus on
cost has shifted towards a focus on the total costs of ownership and integration of
environmental and social impacts (Pagell et al., 2010). There is also a shift from mainly
quantifiable and financial performance parameters towards more qualitative parameters,
such as social welfare or working conditions (Carter & Rogers, 2008).

e More emphasis is given to stakeholder management and widening the focus from supplier
selection to consider also other essential stakeholders (Sheinder & Wallenburg, 2012).
Stakeholder management includes collaboration and communication with internal and
external stakeholders. Internal collaboration is established between different functions
inside the company and focus is on the development of the new capabilities for internal
stakeholders (Sheinder & Wallenburg, 2012; Tassabehji & Moorhouse, 2008). External
stakeholder management includes supplier engagement towards collaboration and long-
term contracts (Pagell et al., 2010).

2.1.1 Implementation of Sustainable Procurement

In practice, companies can emphasize any of the sustainability dimensions in procurement in
two ways. Companies can either increase their sustainability criteria in the procurement
process or increase the number of procurement activities in which sustainability criteria are
considered (Schneider & Wallenburg, 2012). Sustainability criteria in the procurement
process can be tightened in two situations: either in the supplier selection process or in the
purchasing decision. In other words, the environmental performance of the supplier can be
evaluated on two levels: product level and corporate level. Each approach includes trade-offs
when compared to the other. It is important for companies to resolve this issue because it
influences the way a company defines their view of environmental responsibility. This, on the
other hand, affects how the company assesses and evaluates its suppliers (Handfield et al.,
2002). Even though the literature provides several definitions for the general outline of
sustainable procurement, there is no consensus for when procurement activities can be
considered sustainable (Schneider & Wallenburg, 2012). Schneider and Wallenburg (2012,
245) explore the different dimensions of procurement sustainability and conclude that there is
not one single type of sustainability but a "wide spectrum of various profiles". Schneider and
Wallenburg’s (2012) conclusion is compatible with Porter and Kramer’s (2011) claim,
according to which a company cannot efficiently contribute to all aspects of sustainability.
Therefore, a company should focus on the most material and beneficial issues for all
stakeholders.

2.2 Sustainable NPR Procurement

NPR procurement typically includes multiple different products and suppliers (de Boer et al.,
2003). The process is time-consuming due to non-standardized goods and services that are
purchased in small quantities. NPR procurement involves a great number of internal
customers that are highly involved in the three first factical phases. Interestingly, companies
use large amounts of money in these purchases d(e Boer et al., 2003). Haake and Seuring
(2009) have conducted a literature review of sustainable procurement with the emphasis on
the research related to NPR products and services regarding sustainability. As pointed out in
the literature review, there are only few studies on sustainable NPR procurement, and most of
the empirical findings in sustainable procurement fail to consider the procurement of NPR
items and services. According to Haake and Seuring (2009), out of 191 studies published
between 1994 and 2007, only nine give any consideration to NPR items and services. More
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particularly, in these nine studies only little attention is given to NPR categories. Furthermore,
none of these studies has a focus on LCP in the context of NPR procurement.

It is commonly agreed among scholars that a major challenge in changing the NPR
procurement process is a lack of management interest (Haake & Seuring, 2009; Mosgaard, et
al., 2013; Mosgaard, 2015). Surprisingly, the money spent by companies on the NPR
procurement process can be over half of the company’s total spend, and thus indirect spend
contains a great potential for cost reduction (de Boer et al., 2003, 911). Consequently, de Boer
et al. (2003) emphasize that savings regarding NPR procurement can be directly transferred to
the profits company is gaining. However, the amount of money spent on NPR products and
services depends on in which industry the company or organization operates. For example,
manufacturing companies often spend a relatively small amount on these products, whereas
for service-based companies and organizations, the share of indirect spend can be
significantly higher (Haake & Seuring, 2009). Researchers have recognized that the NPR
products and services have a low impact on profit (Haake & Seuring, 2009). Besides, NPR
products are not measured in terms of units of final products produced. Therefore, NPR
procurement categories are rarely prioritized (Mosgaard et al., 2013). Moreover, Haake and
Seuring (2009) argue, that the lack of connection between the company’s competitive
advantage and the final consumer demands, are two key reasons for companies to neglect
sustainable initiatives in NPR procurement.

2.2.1 Strategic Approach to NPR Procurement

Strategic procurement is aligned with the company's overall business strategies.
Consequently, it supports and reflects the targets and priorities (Johnsen et al., 2014). NPR
procurement strategies may be external or internal (Cox et al., 2005). Internal strategies refer
to the improvement of internal competencies in the procurement department or other
departments involved with NPR procurement, whereas external strategies primarily refer to
improving supplier relationships (Cox et al., 2005). An empirical study analyzing business
strategies for the NPR items and services confirms that there is a shortage when it comes to
companies’ NPR procurement strategies. More precisely, the study conducted by Cox et al.
(2005) indicates that a majority of the companies in the study had only initial strategies or no
strategies at all.

High
Profit Competitive
making advantage
Profit
contribution
Low value, Supply High
NPR products |  assurance, o )
Raw materials, Environmental risk
Low electricity

Low
Low Supply risk High

Figure 4. Portfolio procurement analysis (Modified: Handfield ez al., 2005, 11).

Handfield er al. (2005) expand Kraljics (1983) procurement portfolio to include
environmental risk in addition to profit and supply risk, in order to provide emphasis for NPR
items and services — see Figure 4. In Figure 4 illustration indicates that once the dimension of
environmental risk is taken into account, the strategic importance of NPR procurement
increases. Without environmental considerations, NPR product and services do not have
strategic position. Haake and Seuring (2009) propose that the inclusion of sustainability into
NPR practices is a sign of the proactive behavior of an individual company. Proactive
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behavior does not always generate short-term benefits (Cordeiro & Sarkis, 1997), but it has
potential to create a long-term competitive advantage for the company (Bowen et al., 2001).
According to Lee (2012), there are five CM activities that can be integrated into a company’s
carbon strategy: emission mitigation, process and supply development, new market and
business improvement, organizational connection, and external stakeholder engagement.
Therefore, low carbon NPR procurement with inclusion of CM activities will create strategic
importance for the procurement function.

2.2.2 Sustainable NPR Procurement: External and Internal Factors

External and internal factors influencing the implementation of GP are robustly studied in the
literature. Factors function as drivers or barriers for company’s motivation to implement
green initiatives (Appolloni et al., 2014). According to Appolloni et al. (2014), it is important
for companies to understand the barriers to GP for them to be successfully able to implement
a change in their procurement practices. Table 1 below presents the findings of Appolloni et
al.’s (2014) literature review, in which the researchers identify drivers and barriers found in
the literature of the field. However, the concept of barriers and drivers in GP can only partly
be applied to NPR procurement (Mosgaard et al., 2013). Therefore, the Table 1 is combined
with Haake and Seuring’s (2009) and Mosgaard et al.’s (2013) findings on drivers and
barriers in sustainable NPR procurement. External and Internal factors introduced in Table 1
are used to explore later how they influence the implementation of LCP in the context of NPR
procurement. A company's drivers for adopting sustainable procurement practices explain the
company's motives for new processes. On the contrary, barriers are challenges that a company
faces while attempting an integration of these practices.

Table 1. External and Internal factors for GP combined with GP of NPR products (Modified from Appolloni et al. 2013, 125-128;
Haake & Seuring 2009, 289; Mosgaard ef al., 2013)

External factors Internal factors
Regulations Cost reduction
End customer Internal buy-in and knowledge
Competition Environmental orientation
Society Collaboration
Environmental orientation Top management support
Supplier commitment Integrated strategies
Industry Time

Communication

Legal demands are listed as a significant factor that has a positive effect on the goal of
reaching sustainability within supply chains (Appolloni et al., 2014; Haake & Seuring, 2009).
However, it rarely seems to influence NPR procurement as regulations usually target
particular characteristics of product entering into national market, and the impact of NPR
products are geographically widely located (Haake & Seuring, 2009). Whereas external
pressure is unlikely to focus on NPR products (Haake & Seuring, 2009), motivations for the
company to obtain sustainability among NPR practices are long-term benefits. A company
can increase its profits and improve its competitive advantage by integrating sustainability
initiatives into its practices (Haake & Seuring, 2009). Therefore, when it comes to improving
a company’s sustainability in its supply chain, reputation is recognized as a key driver among
scholars (Haake & Seuring, 2009; Appolloni et al., 2014). A company’s reputation is usually
connected to its main products (Haake & Seuring, 2009). Accordingly, reputation rarely
concerns NPR products. Reputation is linked with increased awareness of environmental
issues in society, creating external pressure for companies to perform accordingly (Appolloni
et al., 2014). In addition, reputation is affected by the end customers’ opinion of the company.
In their literature review, Appolloni et al. (2014) identify that different industry sectors have
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different factors that affect GP in major procurement. Supplier commitment is regarded as a
barrier in the literature, and can be seen in form of e.g. poor transparency regarding
environmental issues (Appolloni et al., 2014).

Costs are considered an important organizational factor influencing GP (see e.g. Haake &
Seuring, 2009; Appolloni et al., 2014; Mosgaard ef al., 2013, Mosgaard, 2015). According to
the results of Appolloni et al.’s (2014) literature review, a lack of internal legitimacy and
disagreement of purchasing criteria’s are seen as organizational barriers in GP. Regarding
LCP, a prior knowledge is required for the correct procurement decision (Correia et al.,
2013). Insignificant supplier collaboration is considered a barrier in the GP literature
(Appolloni et al., 2014), and lack of internal collaboration between departments (Mosgaard,
2015). Indeed, Haake and Seuring (2009) point out that collaboration and supplier
commitment is usually minimized when it comes to NPR products. Contrary for major items,
no co-development for technological solution or complex specification exists. Of the internal
factors recognized in the literature, the most significant factor that can be either a driver or a
barrier for sustainable procurement is management support (Appolloni et al., 2014; Haake &
Seuring, 2009). Consequently, a lack of support from the management can lead to situations
in which purchasing decisions are made based on economic standards, even if the company’s
policy support decisions of an opposite character (Mosgaard et al., 2013). Time has been
recognized as a factor to exclude additional requirements from the procurement practices
(Mosgaard et al., 2013). Lack of communication is mentioned as a barrier to GP practices
(Appolloni et al., 2014). Haake and Seuring (2009) point out that most likely less
communication is involved in NPR procurement compared to GP of major products.
Mosgaard’s (2015) study about Nordic MNC and its subsidiaries shows that the support from
the central purchasing departments is essential for supporting GP in the subsidiaries. Among
the scholars, the stage of a company’s overall environmental awareness influences the
obtaining of GP practices (Mosgaard et al., 2013).

2.3 Low Carbon Procurement

LCP is defined by Correia et al. (2013, 60) as "the process whereby organizations seek to
procure goods, services, works and utilities with a reduced carbon footprint throughout their
life cycle and/or leading to the reduction of the overall organizational carbon footprint when
considering its direct and indirect emissions". A literature review conducted by Lee (2011)
reveals that there is only little empirical knowledge about why and how companies consider
CF within their SCM. Moreover, despite a high interest in green SCM, GP, and sustainable
sourcing, there are only a small number of studies that have been conducted on LCP (Correia
et al, 2011). According to Correia et al. (2013), successful LCP requires a basic
understanding and skills regarding CF and CM. CM consists of a wide range of different
practices that include scoping measurement boundaries, identification of emission sources,
selection of methodologies, setting targets, deciding priorities, developing systems and
procedures, and engaging of employees and suppliers (Chan, 2009). Despite the increased
awareness and understanding of the urgency of carbon mitigation, managers find it difficult to
convince all the stakeholders in the supply chain to act accordingly (Johnsen et al., 2014).
More precisely, many MNCs have achieved improvements in CM and GHG emission
reduction. However, the majority of upstream suppliers are less advanced, mostly due to a
lack of capacity and due to a concern that green initiatives are too expensive for their
businesses (Johnsen et al., 2014). According to Downie and Stubbs (2012), current studies
related to CM in a procurement context focus on understanding CF through EIOA,
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responsibility of GHGs in supply chains, double counting, and the measurement scope. The
literature identifies the following challenges in LCP:

e Lack of understanding and correct allocation of the company’s scope 3 emissions
(Downie & Stubbs, 2012)

e Trade-offs among other sustainability criteria is when prioritizing emissions — for example
environmental considerations like toxins or social considerations (Correia et al., 2014).

o Shift from short-term tactical benefits to long-term strategic savings (Correia et al., 2014).

e Methodological issues like scoping the operational boundaries, cut-off thresholds, data
transparency and availability, issues with uncertainty and the number of different
analytical methodologies (Plassmann et al., 2010; Huang et al., 2009).

e Requirement of basic skills and understanding of CF and CM (Correia et al., 2014).

Since the company can manage only what it measures (Lee, 2011; Downie & Stubbs, 2012),
managers should have the knowledge and understand the sources and levels of their
company’s GHG emissions (Lee, 2011). Lee (2011) argues that in reality, evaluating and
measuring GHG emissions in a quantifiable manner may lead to an increased awareness of a
company’s GHG emissions and CF. Consequently, companies can identify and prioritize their
CF mitigation risks and reduction opportunities. On the other hand, inaccurate understanding
and assessment of a company’s overall CF may lead to incorrect mitigation targets, and
inappropriate CM and business strategy efforts (Downie & Stubbs, 2012). More particularly,
incorrect data used for strategic purposes leads to a misallocation of resources between
company’s own operations and supply chain, production activities and collaboration with
stakeholders. Therefore, correct measures and integration of CM is essential for effective
corporate strategies and target setting. Lee (2011) argues that setting the company’s focus on
reducing scope 3 GHG emissions may be more cost efficient when compared to focusing on
scope 1 and 2.

According to the GHG protocol (2011, 68), companies use two types of data for CF
measurement: activity data and emission factors (EF). Activity data is a quantitative measure
of those processes of a company that result in GHG emissions (see Appendix 1), whereas EF
(Appendix 2) is used to transform activity data into GHG emissions. Companies can use two
different approaches in calculating their CF. One option is the bottom-up Process Analysis
(PA) such as life cycle assessment (LCA), and another is top-down based environmental
input-output (EIO) analysis (Wiedman & Minx, 2008). The challenge that companies have
in including scope 3 GHG emissions in their carbon reduction strategies is that "they are
rarely estimated because they are not well understood, and there is little motivation or
technical capacity to do so in current carbon footprint protocols" (Huang et al., 2009, 8509).
Currently, there are several protocols — including WRI, WBCSD and ISO — that guide
companies to report their scope 1, 2, and 3 GHG emissions. However, practitioners and
scholars (Huang et al., 2009; Downie & Stubbs, 2012) argue that the current guidelines for
reporting scope 3 emissions are not eligible for companies to obtain reliable measurements.

2.4 Change Management and Organizational Change

"The world is changing and organizations must also change if they are to have a sustainable
future" (By & Burnes, 2013, 253). Change has been an interest for many researchers among
many disciplines — indeed, the interdisciplinary literature review conducted by Van de Ven
and Poole (1995) identified over 1 million studies regarding change or development. The
number of studies explains the variety of the terminology, as well as the number of
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dimensions and the multiple models regarding organizational change. Change itself has
different definitions, but according to Van de Ven and Poole (1995, 512), change is "a one
type of event ... an empirical observation of difference in form, quality, or state over time in
an organizational entity".

There are two dimensions of change: incremental and transformational. Typically,
fundamental change is a caused by a crisis, and the change is a way for the company to
survive the crisis (Van de Ven & Poole, 1995). Incremental change is progressive and gradual
change, which takes place in the individual parts of an organization (Van de Ven & Poole,
1995). Historically, organizations started implementing incremental change in the 1960s and
1970s through the organizational renewal movement, which emphasized the morale and
satisfaction of the workforce and criticized inefficient bureaucratic managers (Benn et al.,
2014). In the 1980s and 1990s, along with increased globalization, economic reforms and
competition, companies started to shift from incremental change towards transformational
change (Benn et al., 2014). Today, many managers have recognized the urgency to stay
between or combine these two approaches to be able to respond market demands efficiently
(Burnes, 2009; Benn et al., 2014).

2.4.1 Planned Change

Theories and models on planned change assume that organizations are purposeful and
adaptive, and that change occurs because of urgency perceived by the leader, change agent or
some other person (Van de Ven & Poole, 1995). In the literature, theorists commonly describe
organizations using a metaphor: an organization is an organism, a living and adaptive system
(Cameron & Green, 2009). More precisely, an organization is balancing between external
environments and the internal needs of groups and individuals (Cameron & Green, 2009).
Thus, organizations survive if they are like open systems and are able to adapt to the external
environment, and finally find the balance between individual and organizational needs
(Cameron & Green, 2009). In other words, an organization identifies a need for a change,
undertakes an evaluation process and implements a change if it is necessary (Burnes, 2009).

2.4.2 Greening Organizational Culture

Organizational culture has an essential impact on a company’s performance (Cameron &
Green, 2009), and thus it has a fundamental role in changing the way companies perform.
Indeed, in a survey conducted by Booz and Company (2013, 3), it is argued that for in order
to implement a successful change, it is necessary for "companies to take a more holistic
approach to change and to find ways to work with and within the organization's culture during
change initiatives." The term organizational culture has no agreed upon definition, but it is
defined by Gibson et al., (2012, 31) as "what the employees perceive and how this perception
creates a pattern of beliefs, values, and expectations". Harris and Crane (2002) argue that
findings in environmental management literature claim that for companies to perform in a
sustainable manner, organizations need to embrace new values, beliefs and behaviors that
prioritize environmental considerations. In other words, to be able to become sustainable,
companies need to go through a green cultural transformation. Shook (2010) challenge the old
thinking that by changing how people think will the behaviors change. Instead, he propose
that a fundamental way to change culture is to first change the way people behave, what they
do. Changed behavior will automatically change the way people think and what they value,
which in turn will change organizational culture. GP is usually introduced in a company with
the procedure or specific instructions for the employees. However, according to Mosgaard
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(2015), the actual implementation of GP requires new practices to be integrated into current
procurement practices or a change in behavior.

Particularly in the sustainability context, advocates of sustainability have recently been
questioning if change can be achieved incrementally (i.e. Benn et al., 2014) or if companies
should carry out more radical and fundamental transformative change (e.g.. Halt & Milstein,
1999). According to Halt and Milstein (1999, 24), companies that have only changed
incrementally will fail because these companies do not "change the fundamental manner in
which they provide products, processes, and services". Furthermore, recent studies have
examined the relationship between a company’s inefficiency and its capabilities to respond to
sustainability requirements. Depending on the external environment, with stable
circumstances companies can efficiently implement incremental change to achieve
sustainability (Benn et al., 2014). Thus, Benn et al. (2014) suggest that there is not one
correct approach to change, rather companies need to choose the suitable type of change in
each situation. Moreover, incremental change can be efficient in creating new values,
structures and processes that support a shift towards CSR. Benn ef al. (2014) maintain that
collective experience and studies indicate that incremental change can lead to achieving
sustainability goals. Moreover, incremental change is suitable for small changes to fill the
gaps between strategies and processes, employee capacity development and small changes in
corporate culture. More precisely, when companies face major changes in their practices and
strategy, comprehensive transformational change is valuable (Benn et al., 2014). Indeed,
today most of the companies deal with sustainability issues by adopting incremental and
transformational change simultaneously (Burnes, 2009). As Benn et al. (2014, 220) argue, a
company’s change strategy for achieving sustainability needs to be "situational and connected
to and driven by organization’s strategy". According to Cameron and Green (2009), Lewin
(1947), and Kotter (1995), Lewin’s 3-step model and Kotter’s 8-stage model are excellent
starting points for change initiatives.

2.4.3 Unfreeze — Change — Refreeze

As Kurt Lewin, phycologist and the father of the most famous change model stated: "If you
want to truly understand something, try to change it." In order to understand change, models
and perspectives first need to be understood and implemented. One of the most popular
models used in change management with respect to organizational culture is Lewin’s (1947)
model known as Unfreeze — Change — Refreeze. This model is generated from his
examinations of group dynamics, especially focusing the forces that modify these dynamics.
The underlying principle of Lewin’s change model is that for any change to be successful, the
driving forces for the change need to be greater than the resisting forces for that change
(Cameron & Green, 2009). According to Ronnenberg et al. (2011), Lewin (1947) observed
that to enable change there must be an interruption to the powers that support equilibrium.
The interruption can be executed either by removing resisting powers or by applying more
force to the change process to reach the desired outcome. Once the change is accomplished,
the powers must be balanced again for the new equilibrium, which is the desired outcome.
Moreover, Lewin (1947) refers to these forces of change as unfreezing (preparation and
reasoning of the desired change), change (implementation) and refreezing
(institutionalization). Despite the fact that Lewin’s (1947) model is widely used, it is
criticized to be too simplistic. Thus, in this study it is combined with another widely used
planned change model, which is created by Kotter (1995). Kotter’s (1995) model consists of
eight stages that can be implemented within planned change.
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Figure S. Unfreeze - change — refreeze — model illustration (modified from Lewin’s 3-step model).
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The first phase of Lewin’s model presented in figure 5, unfreeze, is a stage of change in which
necessity and urgency for the change is recognized among the key stakeholders (Ronnenberg
et al., 2011). Moreover, according to Burnes (2009, 248), Lewin believed that human
behavior is based on "a quasi-stationary equilibrium supported by a complex field of driving
and restraining forces". Therefore, in order for the behavior to be changed, these restraining
forces should be overruled Furthermore, Beard and Rees (2000) argue that training may
increase initial environmental awareness. Therefore, companies that are trying to solve
cognitively biased issues regarding the importance of environmental management are
practicing the unfreeze phase of planned management. The second phase of the 3-stage model
is change, which refers to the actual implementation of the change. More specifically, in this
phase, managers and employees are familiarized with the new context and understanding of
the new models of behavior (Ronnenberg et al., 2011). Due to the complexity of the forces
involved in the planned change process, it is impossible to predict the outcome. In fact, Lewin
(1947) argues that one should identify and evaluate all the possible options on a trial-and-
error basis. According to Ronnenberg et al. (2011), the support of managers and top
managers, training employees, involvement and communication are recognized as important
factors for the change phase in the literature. The last part, refreeze is the final stage in
Lewin’s model, and in this stage, a new reality is institutionalized. New reality is a desired
stage that is wanted to be reached through a change process. The company needs to ensure
that the new reality remains and receives acceptance. Only then, the company can prevent
behaviors and processes to return back to the stage prior to the change process.

Table 2. Lewin’s 3-step change model combined with Kotter's 8-step model. (Source: Lewin, 1947; Kotter, 1995).

Kurt Lewin John Kotter

Unfreeze . Establish a sense of urgency
. Create the guiding coalition

Change . Develop a vision and strategy
. Communicate the change vision
. Empower Employees for Broad-Based Action

. Generate Short-Term Wins

Freeze . Consolidate Gains and Produce More Change

. Anchor New Approaches in the Culture

0 2N N AW —

Kotter (1995) developed his 8-step model for organizational change, which can be used to
complement Lewin’s 3-step model (Tanner, 2011), as is seen in Table 2. The first of Lewin’s
steps corresponds to the two first steps in Kotter’s model, that is, to the steps of establishing
the urgency and need for the change and creating a powerful change coalition. The next phase
in Lewin’s model, change, corresponds to Kotter’s next four steps, which include developing
a vision and strategy for the change, communicating about them, empowering employees and
ensuring short-term wins. The last part of the 3-step model, refreeze, corresponds Kotter’s
two last steps in which gains are consolidated and more change is produced and, finally, new
approaches are institutionalized in the corporate culture.

2.5 Conceptual Framework

The global debate on corporate sustainability has shifted its focus onto the context of the
SCM, especially to the function of procurement. There is a clear consensus on the strategic
role of procurement regarding a company’s opportunity to influence and reduce negative
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social and environmental impacts. Particularly, the notion of the significant potential for
companies to reduce their overall CF by mitigation of the scope 3 emissions among supply
chain operations is recognized. More importantly, shifted focus creates new challenges for
companies to implement sustainability initiatives in practice.

This chapter explored theories and implementation of sustainable procurement, GP and LCP
and identified special features of NPR procurement. Figure 6 below is an illustration of a
conceptual framework developed based on the previous research, literature review, and
existing theoretical concepts related to the topic of this study. The conceptual framework
integrates LCP into the context of NPR procurement. On the left-hand side of Figure 6,
internal and external factors are introduced. These factors may function as drivers or barriers
for implementation of low carbon NPR procurement. Due to the novelty of the connection
between NPR procurement and LCP, the comprehensive inclusion of factors is obtained from
related fields of this study. The right-hand side of the conceptual framework shows how LCP
can be integrated into the context of NPR procurement. Sustainable procurement can be
achieved either by increasing the number of sustainability criteria or the number of
procurement activities where sustainability criteria are considered. Sustainability criteria can
be related to suppliers or the product itself. Thus, the conceptual framework highlights these
issues in the context of low carbon NPR procurement. Finally, the theories of organizational
change and change management are employed as a basis for analysis of how a sustainability
initiative can be implemented in the NPR procurement context. 3 steps of change are
illustrated in the middle of the framework. More precisely, Lewin’s 3-step change model
combined with Kotter’s eight stages of change are used, as a starting point for the analysis of
how Novo Nordisk could integrate environmental considerations into their day-to-day NPR
procurement practice.

*P- Product(s)

Figure 6. Conceptual framework of low-carbon NPR procurement.

After the discussion of theoretical perspective of the topic, and the overview of the research in
the field, the next chapter will focus on the methodological questions related to this project.
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3 Methodology

The purpose of the methodology chapter is to provide reasoning and understanding behind
the choices made regarding the methods and approaches used in this thesis. Followed by
explaining the steps in the research process. data collection, analysis, and reflections. And
lastly, this section is describing the limitations of the study at hand.

3.1 The Literature Review Process

The purpose of the literature review was to gain more understanding of the problem and of
previous studies in the research field. The first step in the preparation process of the literature
review was to search peer-reviewed articles and other publications that have been published
related to sustainability and GP, NPR procurement, LCP and change management. The
following keywords and a combination of those keywords were used: "green, sustainability,
low carbon, NPR, procurement, purchasing, sourcing, supply (chain) management, carbon
footprint, carbon management, change management, organizational change". Multiple choices
with respect to choosing the literature were made. First, the most technical studies on
assessment were neglected because of the managerial (instead of technical) perspective in this
study. In addition, a focus on procurement practices instead of SCM was chosen. For the
change management, the most common approaches were reviewed and out of those, two
models were chosen for this study, after their relevance to the research questions was
considered. More precisely, a focus on the organizational change in the context of
sustainability was chosen. The following databases were used in the research of the literature;
Google Scholar, Rex'’, Global Information & Analysis (GLIA)'', and Scopus. The second
step of the literature review process was to review, to find and to choose the most relevant
articles for the study. Lastly, reference lists from the chosen articles were looked over to
assure that all the relevant studies were considered in this research paper. NPR and LCP, the
main elements in this study are relatively new to scholars and research at large. Therefore, a
wider perspective was used in the literature review was used, and sustainability and GP were
included for a broader understanding of the research area. The broad view ensures that no
unnecessary limitations take place due to the lack of previous academic research available.

3.2 Choice of Theoretical Framework

The selection of the theoretical framework is crucial, and it has a significant impact on the
analysis of the empirical results and findings of this study. Theories were chosen based on
their relatedness and ability to provide answers to the research questions of the study. The
choice of theoretical framework was challenging due to the scarcity of previous studies in the
field of NPR and LCP and the absence of research connecting these two elements. Moreover,
theories on sustainable procurement, GP, and CM were also included to strengthen the
analysis and to create the base for the conceptual framework. Theories of change management
in the context of sustainability were studied to gain an understanding of how organizational
change in the form of sustainability initiative could be implemented in the context of NPR
procurement. However, no direct connection between sustainable NPR procurement and
change management has been established before. One of the most popular change models,
Kurt Lewin's unfreeze — change — refreeze combined with Kotter’s 8-stage model were
chosen to be used in this study. The models are used to explore how to implement low carbon

1 University of Copenhagen database.
' Novo Nordisk A/S database.
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NPR procurement as presented in the conceptual framework in Figure 6 (Ch. 2). In recent
years, purchasing activities have been recognized as a key factor in integrating sustainability
into all the processes and departments of a company. Overall, sustainable procurement, LCP
and NPR procurement, together with change management provide a theoretical base for the
topic and problem statement of this thesis. As research is a process of choices, and every
choice comes with a trade-off, some interesting theories were forced to be left out, e.g.
stakeholder theory and decision-making theory. These areas could be further explored in
future research to explore the power relationships between different stakeholders related to
low carbon NPR procurement and to see which stakeholders are the most important with
regard to this function. Decision-making theory could assist in understanding how to integrate
GHG considerations into decision-making processes, and understand the possible trade-offs.

3.3 Empirical Case Study

This section explains and motivates the choice of a flexible research strategy design and the
data collection method used in this project.

3.3.1 Qualitative Single Case Study

When carrying out a social study, there are two main types of study design: qualitative and
quantitative (Robson, 2011). The main feature of the qualitative design is that accounts and
findings are presented in a non-numerical form, and usually an approach of inductive
reasoning combined with an exploratory perspective is taken (Robson, 2011). Inductive
reasoning is empirically driven and based on the facts and details from which the researcher
draws his conclusions, and it is described as a bottom-up approach (Bhattacherjee, 2012).
Conversely, in a quantitative study, quantifications and numbers are in focus of the research,
and a deductive approach is usually taken (Robson, 2011). Deductive reasoning starts with the
hypotheses drawn from theory and problem area, followed by testing, after which conclusions
are drawn. From these conclusions, the researcher draws the facts, details, and examples, and
this is described as a top-down approach (Bhattacherjee, 2012). According to Robson (2011),
the three purposes of research are exploratory, descriptive, and explanatory. Where
exploratory research tries to understand, descriptive research describes, and explanatory
research explains the phenomenon (Bhattacherjee, 2012).

In this study, a qualitative research design was used, which is common when studying
sustainability. Qualitative research allows for an in-depth understanding of the phenomenon,
which is more important in this study than the ability to generalize results. Earlier research in
the field, such as Mosgaard et al. (2013) that also studies which factors influence green NPR
procurement, used a qualitative case study research. Thus, this approach enables to not only
determine how different factors influence implementation of low carbon NPR procurement,
but also to describe perceived challenges regarding the implementation and how change could
be implemented. First, the phenomenon had to be uncovered (the link between current
practice of NPR procurement and LCP had to be found) in order then for to be described and
concluded upon, having in mind the set research questions of this project. Therefore, a
descriptive research approach is used in this study so that the influence of the factors in each
category can be described individually (to uncover) and that the perceived challenges in
implementing LCP in the context of NPR procurement can be found, giving ideas for how
change could be implemented. The study focuses on describing the phenomena through
observation and detailed documentation rather than seeking an explanation or causal
relationships.
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The research strategy is a way to implement research, and there are multiple options to choose
from. Social sciences commonly use flexible design research strategies like ethnography,
grounded theory study and case study (Robson, 2011). Where ethnographical studies focus on
cultures and societies, grounded theory studies construct theories based on the collected data
(Robson, 2011). A case study is a model widely used for flexible design research strategy and
is described as "an empirical inquiry that investigates a contemporary phenomenon within its
real-life context; when the boundaries between phenomenon and context are not clearly
evident; and in which multiple sources of evidence are used" (Yin, 1984, 23). Moreover,
Robson (2011, 79) writes that a case study can be used for "development of detailed, intensive
knowledge about a single ‘case', or a small number or related ‘cases' ". The case study may
take a single case or multiple case study approach. In general, a multiple case study approach
is recommended because of its generalizability, but a single case study approach can be
chosen if it is well justified (Yin, 2003). Five rationales for choosing a single case approach
are the critical, unique, typical, revelatory, or longitudinal case (Yin, 2003). Moreover, a
single case study can be holistic by only focusing on one case as one entity, or it can use an
embedded research approach in which multiple units within a single case are studied.

The single case study approach is appropriate for the study at hand, as the research focus is on
a single company context (the choices made respect to the case study are justified later in
section 3.4.). Moreover, the aim is to gain better understanding of LCP procurement portrayed
in an NPR procurement context. According to Yin (2003), the rationale for choosing a single
case may be that the case is a unique case. A unique case enable better understanding of the
nature of a phenomenon that is not yet well understood. The research (e.g. Cox et al., 2005;
Haake & Seuring, 2009) underline the manifold characteristics of the procurement categories.
Therefore, this research is conducted by using embedded design studying sub-units of NPR
procurement to make the distinction of the differences between these categories. As NPR
procurement categories and the materiality regarding environmental impact differs largely
between industries and organizations, the purpose of this study was rather to gain deeper
understanding of the phenomena in the context of Novo Nordisk, than to generalize the
results. Moreover, in a flexible case study approach, different data collection methods can be
combined, and thus collection of data from different sources is possible to ensure a higher
level of validity (Robson, 2011). Also, in first part of data collection process consultants were
involved and data were primarily collected for another project (problematized further in
section 3.3.2). Furthermore, case studies are criticized fail to be accurate (Yin, 2003); to
avoid this, in this study a systematic approach with careful data documentation and collection
has been employed. Lastly, this study could be used as a basis for future research in this field
and be applied to other companies within or even outside of Novo Nordisk's industry.

3.3.2 Interviews

The interview method "involves questioning or discussing issues with people. It can be very
useful technique for collecting data which would likely not be accessible using techniques
such as observation or questionnaires (Blaxter et al., 2006, 172)". As a method, interviewing
is most appropriate for observing and discussing the challenges that managers perceive
regarding the implementation of LCP and organizational change with respect to the
integration of sustainability initiative into procurement practices. According to Robson
(2011), surveys do not provide an opportunity for collecting information of underlying facts
and motives in the same way as interviewing does. There are three types of interviews:
structured, semi-structured and unstructured. For finding the answers to the research questions
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here, semi-structured interviews were conducted, enabling discussion of a complex topic,
which would not be possible through surveys (Robson, 2011). As interviewing is time-
consuming, semi-structured interviews were used to guide the direction of the interview,
giving more freedom to develop relevant questions during the interview than in structured
interviews. An interview can be conducted on the phone, face-to-face, or through the internet
(Robson, 2011). The face-to-face approach is used in this study as it is most recommended. In
this study, the semi-structured interviews were conducted in two parts.

As a prelude to the research, the first part of interviews (four interviews, see Appendix 2)
were conducted together with the consultants to gain understanding of the consistency of
specific indirect spend categories and the information available. When a third party collects
the information for another purpose than to directly answer the research questions, and
interviews are not recorded, some essential information may be lost or irrelevant questions
are asked. Information extracted during the first round had to do with the identification of
emission sources, available activity data and the overall consistency of the sub-categories. To
ensure that all the essential data from interviews were captured and documented, a
triangulation tactic (see section 3.3.3) was used. It should be noted that the first part of the
research and data collection was conducted in a reverse order. First data was collected and
then a theory on LCP was created to be able to identify the information gaps and to analyze
the data and challenges with respect to LCP in the context of NPR procurement. The second
part of the interviews was designed based on the data collected and gaps identified during the
first round of the interviews (three interviews, see Appendix 3). All the key participants in the
project were interviewed for a second time for the purposes of exploring the perceived
challenges of the implementation of LCP in the NPR context and challenges that might occur
in the change process. As the interviews were time-consuming, and the interviewees were
interviewed twice, the purpose of the second round of interviews was clearly communicated.
Each interview took 45 minutes. As Robson (2011) recommends, all the second round
interviews were recorded with permission to ensure that no information was missed.

All the interviews were conducted in English due to a lack of common language. The main
data collection method in this study was interviews, and the quality of the data collected has a
significant impact on the final quality of the research. According to Robson (2011),
observation bias cannot be avoided, but, in this study, the influence was diminished because
the interviews were transcribed, and the data presented in the empirical part of this study was
sent to the interviewees for approval and comments. According to Bhattacherjee (2012), the
choice of interviews cannot be based on convenience and, therefore, must be conducted with
careful consideration. In this study, the interviewees were selected with the assistance of a
sustainability initiator. The selection was based on the participants’ professional experience,
high level of personal involvement, and their broad understanding of their specific indirect
spend category processes, structure and end-user behaviors.

3.3.3 Other Data Collection Methods

In this study, triangulation was used to ensure the accuracy of the collected data.
Triangulation refers to the employment of several data collection techniques instead of one,
for ensuring the reliability of the data (Saunders et al., 2009). Data can be collected from
official documents, for instance: "memos, electronic mails, annual reports (AR), financial
statements, newspaper articles, websites, may be used as independent data sources or for
corroboration of other forms of evidence" (Bhattacherjee, 2012, 107). Additional data
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collection methods employed were Novo Nordisk’s carbon calculation tool, AR, the
company’s website and other relevant internal documents.

3.3.4 Researcher as a Participant Observer

The trustworthiness of research is connected with the influence of the researcher’s role, why
bias and subjectivity should be minimized. ‘“Participant observation is very high on ecological
validity because it involves studying social phenomena in their natural contexts (Saunders et
al., 2009, 297).” The data for this study was collected in the role of a participant observer, as
the student carrying this study was employed by Novo Nordisk. Conducting the study as a
participant observer enabled open access to the key participants, data, and material, and
provided internal understanding of the organization. The risk of increased subjectivity was
reduced by conducting the research in a department where student was not employed.

3.3.5 Data Analysis

It is essential to describe the way qualitative data is analyzed to explain how the data was
interpreted and thus impacted by the researcher in the analytical phase (Robson, 2011).
According to Robson (2011) qualitative data needs to be analyzed in a systematic way. In this
study data analysis was chosen to be implemented through thematic coding. Thematic coding
was conducted through following steps as introduced by Robson (2011, 476): First, in order to
get familiarized with the data, it was transcribed and reviewed to identify initial ideas. Then
data was processed by generating initial codes, based on similarities in the data, which
enabled to arrange further into themes based on the theoretical framework. Themes were used
to construct the thematic networks, and which enabled data later on not only be analyzed in
each category but also shed light on the category differences. Finally, the data was collated
and interpreted. Throughout the analysis, the issue of human propensity to over — or under
react for new information, or ignore conflicting information (Robson, 2011), were
acknowledged and given special attention.

3.4 Choices Made in the Case Study

This section explains the motivation for the selection of the industry, company and research
problem. The reasoning behind choosing the particular indirect spend categories is explained.

3.4.1 Choice of the Industry and Company

Historically, the pharmaceutical industry has been and still is under the increasing pressure of
several stakeholders' demands to respond positively to CSR-related expectations (O'Riordan
& Fairbrass, 2008). Especially due to the high competitiveness of business markets and high
expectations from the stakeholder groups, companies in the pharmaceutical sector have a
strong engagement to CSR and sustainability initiatives (O'Riordan & Fairbrass, 2008). The
research problem is novel, and the research field and the practice of low carbon NPR
procurement are only emerging. Therefore, only companies with a proactive approach to
sustainability are considering low carbon NPR procurement activities. Research in the field of
sustainability and NPR procurement requires studying an industry that has a proactive
approach to sustainability initiatives. Thus, the pharmaceutical industry is a logical choice for
research with the particular topic of low carbon NPR procurement. Novo Nordisk has a long
history in sustainability and climate considerations, which makes the company an ideal case
for this research.
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3.4.2 Choice of the NPR Procurement Problem

It has been noted in this study that scope 3 activities have the highest mitigation potential for
the majority of companies (Downie & Stubbs, 2013). The E, P and L assessment (2014) for
Novo Nordisk, confirmed that most of the GHG emissions are found in company’s scope 3
emissions, especially among Tier 1'* and Tier 3 suppliers. Moreover, most of the studies in
the GP field exclude items and services that are not directly connected with the final product
of the company (e.g. Haake & Seuring, 2009; Mosgaard et al., 2013; Mosgaard, 2015), and
there are relatively few studies about LCP (Correia et al., 2013). Yet, connection between
NPR procurement and LCP do not exist. Thus, to bridge this gap within the research of GP,
the focus here is on low carbon NPR procurement, to shed light on a poorly understood
research area. In addition, the upcoming COP21 may constitute more (legally) binding
regulations for companies to consider GHG emissions beyond their operations, which
increases the relevance and importance of the study at hand.

3.4.3 Research Units

For this study, three specific indirect spend categories are studied, namely travel, events and
meetings, and office supply. These three categories were chosen due to their high GHG
emission intensity. This intensity suggests a relatively high GHG reduction potential, which is
why the selection of these specific categories is most relevant. The purchasing impact areas
can be categorized as high, medium or low, depending on the volume money spend by the
company. Thus, one of each purchasing impact areas was chosen to enable further analysis of
the differences between these areas.

3.5 Ethical Considerations

All research that involves organizations or people has ethical concerns that should be
carefully thought and addressed (Robson, 2011), to avoid any ethical violation in the research.
Research ethics, therefore, relates to questions such as how the research topic is formulated,
how the research is designed and access is gained. Also, how the data is collected, processed,
stored, and analyzed. Moreover, ethics includes writing the research findings in a moral and
responsible way (Saunders et al., 2009, 183). The main ethical considerations in business
research are participant’s rights to confidentiality and approval (Saunders ef al.,, 2009). This
study was conducted with research ethics in mind in each step. To ensure an ethical approach
from the beginning, the topic of this research was chosen to constitute a combination of the
studied organization’s needs and the personal interest of the student, as proposed by Saunders
(2009). All the participants in the project were informed that the data collected would be used
for the purpose of the thesis. When face-to-face interviews with the practitioners were
conducted, first a permission was requested from the superior of the participant to avoid any
inconvenience for the interviewees. Second, prior to the interviews, permission for recording
was requested. After the interviews and the coding of the data, transcripts were sent out to the
interviewees so that they could agree with the content of the data collected by the researcher.

After this description of the methodological choices and aspects of this research, the next
chapter will introduce the empirical findings of this research.

"’The tiers may vary from business to business. In Novo Nordisk E P & L tiers are as follows: Tier 1 includes finished products and services.
Tier 2 includes processed materials. Tier 3 includes raw materials (Novo Nordisk, 2014).
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4. Empirical Study

This section presents the empirical findings based on qualitative interviews, which were
conducted in two parts, and the secondary sources, such as the case company’s internal files,
various reports and its internet site. First, the background for the case study is described.
This includes topics such as the company’s position on sustainability, the company’s current
climate change strategy and an introduction to the E, P & L study. Finally, the results from
the case study interviews are presented. All interviewees have a long personal working
experience with indirect spend procurement practices and thus have the best insights for each
of these categories in Novo Nordisk. The interviewees are category managers of each specific
category analyzed in this study. The results of the empirical study are presented in the
following order: travel, meetings & events, and office supply.

4.1 Introduction to the Case Study

Novo Nordisk is a Danish multinational pharmaceutical company founded in 1923 that has its
headquarters (HQ) in Bagsvaerd, Denmark. Novo Nordisk has a history of 90 years of
innovation and leadership in diabetes care and has a leading position in working within
hemophilia care, growth hormones and hormone replacement therapy (Novo Nordisk, internal
file, 2015) The company manufactures and markets health care products and devices. Key
products consist of diabetes care products, especially human and modern insulin and devices.
The company’s values and principles are communicated through the Novo Nordisk Way'?, in
which the company commits to continue their journey “to prevent, treat and ultimately cure
diabetes” (www, Novo Nordisk, 2, 2014, 4). Along with the values and principles, Novo
Nordisk has a commitment to sustainability. Novo Nordisk’s products are marketed in over
175 countries, and approximately 24 million patients use the company’s diabetes care
products. The company has over 41,000 employees located worldwide in 75 countries. In
2014, Novo Nordisk’s sales were 88.8 billion DKK', and the company’s profit was 26.5
billion DKK (www, Novo Nordisk, 2, 2014, 4).

4.1.1 Novo Nordisk’s Engagement with Sustainability

Novo Nordisk has institutionalized a value based management system in the Novo Nordisk
Way. A key element in the Novo Nordisk Way is to incorporate the TBL business principle
into the company’s way of conducting its activities financially, environmentally and socially
responsibly. The Novo Nordisk Way means optimizing business performance while
contributing to societies in which the company operates. Novo Nordisk has reached their
sustainability approach gradually through a series of events and stakeholder interactions. In
1970, through a case called the enzyme case, Novo Nordisk faced external pressure from
NGOs that claimed that enzymes in detergents could cause allergy (www, Novo Nordisk, 3,
2014). Due to this movement, 700 employees lost their jobs in Denmark and the company’s
image suffered. After this, the company has encountered external pressure because of some
unfortunate events and improved their business practices to avoid repeating these incidents.

Novo Nordisk has several initiatives for driving social responsibility in the company, e.g.
Changing Diabetes®, and Changing diabetes in Cities. Novo Nordisk has a commitment and

1> Novo Nordisk Way is Novo Nordisk Code of Conduct, which determines who company is, where company want to go and the values that
characterize the company (Novo Nordisk, internal file, 2015)
'* 1 DKK corresponds to 0.134041Euros. 1 Euro corresponds to 1.1138 USD. Source: European Central Bank (retrieved: 4.9.2015).
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tries to reduce their environmental impact through the idea produce more with less (Novo
Nordisk, internal file, 2015). To be specific, this means that simultaneously with their
business growth, the company seeks methods for reducing their environmental impacts, such
as the use of natural resources as well as decreasing GHG emissions and waste. Novo Nordisk
is recognized in the global business environment from their sustainable business performance
and approach. The company is listed in Sustainability Indexes including Dow Jones
Sustainability Indices (DSJI) (#2), Access to medicine (#2), CDP (#3), Climate Disclosure
Leadership Index (CDLI), as well as the Global 100 (#13) (Novo Nordisk, internal file, 2015).

4.1.2 Novo Nordisk and Climate Change

Novo Nordisk stands on conducting business through the TBL business principle and combat
complications occurring due to climate change through risk mitigation and CSR (Novo
Nordisk, Internal file, 2015). In the scientific debate, Novo Nordisk refers to the findings of
the UN IPCC according to which business has a role in combating against climate change by
assessing the company’s direct and indirect footprint and reporting on performance (www,
Novo Nordisk, 1, 2014). In addition, Novo Nordisk pursues a green growth strategy, increases
energy-efficiency through operations, endorses renewable energy sourcing, contributes by
innovative solutions, promotes a global fair agreement to replace the Kyoto Protocol and
encourages employees to lead sustainable lives. Novo Nordisk’s current climate strategy is
aligned with the principles of GHG Protocol (www, Novo Nordisk, 2, 2014, 4). The strategy
contains all scope 1 and 2 emissions within the operational control and substantial scope 3
emissions in size.. In order to combat climate change, Novo Nordisk has established
collaboration with several stakeholders such as the World Wide Fund for Nature (WWF)
program and the Danish energy company DONG Energy. Under the WWF program, Novo
Nordisk has committed to reduce GHG emissions from their global production by 10%
between 2004 and 2014, while simultaneously growing as a business. Under the partnership
with DONG Energy, Novo Nordisk began to convert all energy savings at its Danish
production sites into the procurement of electricity from a wind farm in the North Sea www,
Novo Nordisk, 1, 2014). Currently the company is working with a new climate strategy,
which will be decided during this year. In its strategy, the company will announce a new
climate goal and set the reduction targets until the year 2020 (Novo Nordisk, internal file,
2015).

4.1.3 Novo Nordisk and Environmental Profit and Loss

In 2014, Novo Nordisk together with consultants and Danish Environmental Agency
produced E, P & L (Novo Nordisk, 2014) Account. An E, P & L account is an accounting
method that enables placing a monetary value on a company’s environmental impact along
the value chain. The method provides a comprehensive overview of a company’s overall
natural resource use on their business operations and allows the company to investigate
further the opportunities to reduce and manage their environmental impacts. Findings from
Novo Nordisk’s E, P & L reveal that the most material impact on climate occurs in the
company’s first and third tier suppliers (See more details about results in Appendix 4).

4.2 Novo Nordisk’s Procurement

Novo Nordisk’s NPR procurement activities are centrally located in the HQ and are under the
responsibility of the corporate procurement department. Corporate procurement activities are
divided into different spend categories. Corporate procurement is organized in several areas:
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Research & Development (R&D), IT & General Indirect Sourcing (GIS), Marketing,
Professional Services & Travel Management, Procurement Support, Purchasing Service
Centre, Accounts Payable & Concure Expense Management (CEM*) and Procurement
Consulting. The different teams manage different elements in the procurement value chain.
The process is far from simple, and navigating within this field requires knowledge about
corporate procurements processes, stakeholders, projects, governance and systems. Each
spend category have own category manager, and depending on the category, have a national
or global approach. Together with affiliates and business units, corporate procurement
handles procurement activities including supplier selection and approval, collaboration with
strategic suppliers and category management. In general, corporate procurement has limited
power for affecting internal customers’ procurement decisions.

Purchasing decisions are made at the individual internal customer level and approved by the
country and department managers. Purchasing is mainly performed through computer
programs such as eProCure (e.g. office supplies), through Concur and travel agencies (travel),
or directly by choosing a supplier from the preferred supplier list (M & E). When the
preferred suppliers do not provide the required items and services, the purchase may be made
outside the preferred supplier list. This type of purchase is done by using free text orders or
through phone calls.

The pre-selection of suppliers is conducted through a standard sourcing process that applies to
all of the sourcing activities that are done in Novo Nordisk. The selection process includes
financial assessment, financial stability (supplier’s capacity) and accepting Novo Nordisk’s
requirements for responsible sourcing (Pers.com., Madsen, a, 2015). Novo Nordisk has
embraced global standards for responsible sourcing. The standards require that suppliers agree
that their business operations are conducted in accordance with the standards and regulations
for the environment, human rights and labor, health and safety and business ethics, and that
these operations are documented (www, Novo Nordisk, 4 ,2015; Pers.com., Madsen, a, 2015).
Moreover, corporate procurement has master agreements with the suppliers that are
continuously used by Novo Nordisk. Master service agreements cover everything with respect
to requirements and agreement with a supplier and qualifies the supplier as preferred suppliers
that internal customers can use for individual projects (Pers.com., Madsen, a, 2015). So called
one stand agreements are for the suppliers for occasional use.

The data of the spend categories is divided by the amount of spend of the purchases regarding
each category, and further divided into different levels. First the company’s expenditures are
directed into spend in general, including all the expenses Novo Nordisk has from its
operations. The second level is divided into three different spend categories: direct,
investment and indirect spend. The NPR procurement activities focused on in this study are
found under the indirect spend category. Direct spend consists of expenses formed through
product-related purchases, e.g. energy, raw materials and pharmaceuticals. Indirect spend
includes all the expenses that are formed through support functions like IT, marketing,
finance etc., including travel, office supply, and meetings and events (see Appendix 5). Next
empirical results from travel, M & E and office suppliers are presented.

4.2.1 Travel
Novo Nordisk’s travel consists of three main elements (see Appendix 6). These three

elements are air travel, ground transportation, and hotel and accommodation services.
Whereas air travel consists of all the domestic, continental and intercontinental flights, ground
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transportation includes the expenses of trains, busses, taxis, car rental and company leased
cars. Accommodation services include hotels and dining. However, travel and
accommodation expenses related to meetings and events are excluded from this spend
category (Pers.com., Liltrop, 2015).

Current strategy and procurement practices

Novo Nordisk’s current strategy for travel does not emphasize environmental issues or
address sustainability criteria. The previous years’ travel strategy was to research and track
how airlines use fuel and to explore sustainability initiatives airline companies implemented
to reduce their overall GHG emissions. However, Kiss (Pers.com., b, 2015) thinks that GHG
reduction would be a natural part of the strategy’s environmental dimension for the travel
category. Kiss (Pers.com., b, 2015) argues that the GHG emissions that come from the
company cars are relatively easier to control compared to air travel. When it comes to the
company cars, Novo Nordisk needs to optimize the selection process of the vehicles.
Choosing a fuel-efficient car will reduce the GHG emissions emitted. Conversely, a vehicle
used for air travel is out of Novo Nordisk’s control, and thus it is complex to manage.

Corporate procurement handles supplier selection and collaboration with strategic and
preferred suppliers. The final decision-making and purchasing activity is conducted by an
internal customer and approved by the responsible manager. Employees purchase flights
through travel agencies or Concur, which is a Business Travel & Expense Management
program used in Novo Nordisk (Novo Nordisk, internal file, 2015). This program is not
available globally, and thus affiliates that are not covered by the Concur book their travels
through a travel agency. In situations where preferred suppliers do not provide the required
service, internal customers can purchase the tickets outside of the company’s preferred
system. To ensure efficient travel, it is essential to maintain the flexibility in purchasing
decisions. However, flexibility increases the amount of suppliers and complicates the
possibility to control internal customers purchasing decisions (Pers.com., Kiss ,b,2015).
Moreover, the actual purchasing process varies, depending on the purchased product and
service.

Supplier selection and additional sustainability criteria

Novo Nordisk’s current supplier pre-selection criteria include GHG emission reporting, which
all the strategic suppliers provide in the travel category. The challenge for Novo Nordisk is to
achieve consistency with suppliers, which is due to a lack of truly global companies that could
provide services for Novo Nordisk’s needs. The lack of global suppliers leads to
inconsistency and to gaps in reporting and increases the number of suppliers. Car leasing
companies track, measure, and provide benchmarking for Novo Nordisk. However, company
cars are a service in which the GHG emissions per product determine the selected cars, not
the leasing company. Thus, it is ultimately company policies that limit the decisions internal
customers may take.

Novo Nordisk’s corporate procurement department has a continuous and transparent
collaboration with its strategic suppliers and emphasizes the company's interest in and support
for the development of environmental friendly travel solutions. Indeed, airlines and travel
agencies are committed to reporting their GHG emissions to Novo Nordisk on a quarterly
basis. Airline companies are developing new methods to reduce their GHG emissions
including, for instance, using wings that reduce the use of fuel and starting to use biofuels.
Due to the collaboration, Novo Nordisk is aware that some airlines have planes that use more
fuel and emit more GHG emissions than others do. However, information about different
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planes cannot be used as a selection parameter because the priority for the travel is to ensure
that employees reach the desired destination on time. Novo Nordisk tracks and follows
current trends and the directions that airline companies are undertaking within the industry.
Moreover, Kiss (Pers.com., b, 2015) explains that one company does not have enough power
to influence decisions on airline vehicles. The aviation industry itself should primarily drive
emission reduction initiatives. Once a low carbon solution with a significant difference in the
environmental impact exists, it would naturally be added to Novo Nordisk’s selection criteria.
In Novo Nordisk, parameters such as efficiency and cost of travel are prioritized over
environmental impact. High pressure on the aviation and transportation industry has led to
greater transparency in the travel category than in the other spend categories, which enables
the current reporting on the business flights and company cars in Novo Nordisk’s Annual
Report.

Internal customers and procurement decision

Novo Nordisk is in a process of developing global travel guidelines. However, a global travel
guideline is challenging to implement in reality because of the significant regional differences
in travel methods and styles. Currently, each affiliate and business unit has a local travel
guideline. Novo Nordisk has a cross-border international contract with some airlines to align
the travel requirements between different affiliates. International contracts normally have a
limit for spend. Therefore, small affiliates are often excluded from global contracts due to
their inadequate level of spend. In a corporate perspective, a global GHG emissions policy
exists, but it is a responsibility of each country manager to establish, set desired scopes and
implement the policies. Therefore, the final purchasing decision and purchasing activity is left
to the internal customer. An internal customer has the authority to execute the purchase
required. The frame for the purchase and selection criteria depends on the instructions and
policies established by the responsible country manager (Pers., com., Kiss, b, 2015).

Certain procurement and leasing criteria with respect to company cars are mandated through
corporate procurement, but they do leave employees a choice between different options.
Flexibility enables employees that have a personal preference to have a car with a larger
engine and higher fuel consumption, in which case additional costs are reduced from the
employee’s bonus system. Additionally, the government’s tax policies have a significant
impact on decision-making with respect to company cars (Pers., com., Kiss, b, 2015). In
countries where employees are taxed based on the car’s fuel consumption, a low carbon
choice is significantly higher than in countries with no such tax policy. The difference in car
lease between regions has to do with local customs: while the majority of countries lease
company cars, there are some countries in which the only option is to buy company cars.

Shift towards low carbon principles

In general, changing an internal customer’s mind-set towards reducing travel is a twofold
challenge. First, GHG emission reduction is not prioritized nor communicated as an absolute
target. The second reason is that many meetings are difficult to substitute (Kiss, Pers.com., b,
2015). The overall perception is that there is a general positive attitude for environmental
considerations in Novo Nordisk. Kiss (Pers.com., b, 2015) emphasizes that additional
selection criteria can be established if a certain degree of choice in the decision-making
process is left to the internal customers. However, successful change of the company culture
and processes needs to be pushed from another level of the organization than corporate
procurement. According to Kiss (Pers.com., b, 2015), executive managers are important
drivers of organizational change, but not a necessary pre-requisite. According to Kiss
(Pers.com., b, 2015), the change in procurement habits within Novo Nordisk requires change
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management with the mandate and inclusion of country managers. Country managers are
responsible for having a satisfied sales force, and the risk in limiting the choice of company
cars too much is that decrease sales force performance can decrease.

Novo Nordisk could improve activities related to raising awareness and collaboration by
guiding end customers to making low carbon decisions. Kiss (Pers.com., b, 2015) thinks that
instructing employees to choose a low carbon option instead of a flight is only done in
countries where train travel is convenient, for instance, in France and Germany. When it
comes to other locations, it is not possible to book train tickets via the travel agency, which
makes it an inconvenient choice. Balancing GHG emission reduction with the overall
benefits is crucial with respect to company cars. Especially among the sales force, whose
work efficiency is largely dependent on cars. Affiliates’ performance is driven by sales, which
have a significant impact for Novo Nordisk overall performance. Therefore, GHG reduction
strategy with respect to cars is essential to anchor to affiliates for which practicing the
reduction strategy will have a fundamental negative impact. Kiss (Pers.com., b, 2015)
emphasizes that to change successfully, Novo Nordisk needs to change the communication
that company cars are a benefit. Also, the employees ownership of this benefit should be
changed. There is a common perception that employees will lose their benefits if there is a
change in the company car policy or if there are too many restrictions in the selection process.
Reducing GHG emissions by setting an internal global standard for new cars (e.g. carbon
efficient cars) that would be below the EU average has some challenges: There are barriers
for the use of low carbon options such as electric vehicles (EV) globally. Some countries
simply do not have the required infrastructure. A business-related barrier is that EV is not a
logical choice for sales force due to the nature of their need. To be precise, EV has a short
drive range compared to other possibilities. The time to recharge an EV and the sales force
need to drive from one place to another, makes EV inconvenient to be used in affiliates.

Current sustainability initiatives

The current low carbon initiative within Novo Nordisk travel is the possibility for
teleconferences. Teleconference facilities are based on some of the office sites to reduce
travel. However, this initiative has not had a significant impact, most likely because it has not
been communicated as an absolute target. Thus, the initiative is seen as a voluntary scheme,
and it depends on the individual line managers to decide if they address the scheme or not.
This sustainability scheme has not been deeply integrated into Novo Nordisk’s activities
because of the little support from the top management level when there is not budget involved
and impact to financial bottom line. Moreover, the teleconference is mainly an IT project, and
thus corporate procurement is not the owner of or responsible for driving this initiative.
Participant quota for conferences has been introduced, however not as an environmental
consideration but as a part of cost awareness program. The cost awareness program is
established by senior managers who think that affiliates should be aware of additional costs
and think about who is going to fly. The impact of this program is already seen in the reduced
number of flights, which has reduced the GHG emissions of business flights. Currently,
corporate procurement is running a mitigation initiative called Carbonify (only in Europe).
Furthermore, corporate procurement promotes and empowers the use of diesel cars instead of
fuel cars to ensure a smaller CF for vehicles.

Measurement, reporting, and data transparency

At present, with regard to data on travel, only business flights are reported in the performance
section of the Novo Nordisk Annual Report (www, Novo Nordisk, 3, 2014). Information is
collected individually from each affiliate and is based on estimates. Each affiliate reports
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individually, based on the methodology for calculating the GHG emissions given by the TBL
strategy department. Thus, the data collection process is both time- and resource-consuming.
Novo Nordisk faces challenges in gathering collective data from numerous countries because
the process is time-consuming, which requires resources from the reporting body and
affiliates, and the scope for the collected data is narrow. The company has also implemented a
sustainability initiative to develop a carbon calculation tool based on spend. This project has
faced challenges in the identification of emissions sources and data transparency. Moreover,
the company is looking into an opportunity to collect the emission data directly from
suppliers.

4.2.2 Meetings and Events (M & E)

Novo Nordisk’s Meetings and Event’s (M & E) category consists of various activities (see
Appendix 7). This category includes conferences, summits and trial-related meetings, sales
training, education and product launches as well as internal activities, such as Christmas
parties, international meetings, and off-site activities (Pers.com., Fogh Larsen, a, 2014).
Corporate procurement mainly works with events like large global clinical trials, portfolio
development activities, marketing, and some brand activities that are driven outside the
medical affairs team. Other events include conferences and meetings with HCP and other
stakeholders with an interest in Novo Nordisk, customer insights and customer events as well
as peer events, and events with different organizations, such as International Diabetes
Foundation (IDF) or World Hemophilia Foundation (WHF).

Current strategy and company practices

Novo Nordisk’s current M & E strategy does not emphasize environment or sustainability
criteria, and the environment has not been the focus in the recent years either. In the future, a
category strategy could be employed to reduce and measure CF. However, this requires that
the company’s top management aspires to include environmental criteria in the procurement
process. The inclusion of new criteria (e.g. CF) would lead to new considerations in
processes, decision-making and to dedicated work towards reducing GHG emissions beyond
Novo Nordisk’s operations. However, before Novo Nordisk can integrate environmental
considerations into its category strategy, the company should have knowledge and
understanding of GHG emissions. Novo Nordisk would need the motivation to improve the
performance in each strategic area. The M & E category of corporate procurement is mostly
engaged with key stakeholders at the HQ through meetings and events governed and funded
by the HQ. Corporate procurement communicates and coordinates with various affiliates and
determines the preferred suppliers. However, affiliates are not always able or interested in
using the suppliers that have been selected centrally, and corporate procurement cannot tell
affiliates what requirements to fulfill. Hence, it is an internal customer who determines the
need and selects the supplier that provides services to respond the demand.

Supplier selection and additional sustainability criteria

"TBL business principle and sustainability considerations should be included and should have
weight in the decision making" (Pers.com., Madsen, a, 2015). The pre-selection of suppliers is
conducted through a standard sourcing process, which applies to all the sourcing activities
that are implemented in Novo Nordisk. The company has an ongoing process of a
harmonization for the supplier selection and assessment requirements. This project includes
selection requirements, such as sustainability criteria, responsible sourcing, and business
ethics as well as quality requirements. However, sustainability criteria, such as CF, are
parameters just like any other criteria or requirements within the procurement decisions. Any
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additional criteria, such as GHG emission or sustainability requirements should be part of
standardized agreements, and it should be acknowledged that additional selection criteria
would increase the complexity of the selection and decision-making process. Hence, extra
requirements would dominate the topic of negotiations and assessment if the requirement
respect to the particular supplier and service were relevant and therefore would probably lead
to additional costs.

The inclusion of an additional requirement from the supplier in the selection process depends
on the internal customer, who handles deciding and determining the final qualified
requirements. Therefore, Madsen (Pers.com., a, 2015) emphasizes the importance of decision-
makers in the line of business for understanding and feeling the urgency to include new
criteria in supplier selection. In other words, for an integration of new criterias to be
sufficient, the need for including additional criteria should be agreed by managers and
anchored in affiliates. All regions have a different degree of involvement and commitment to
procurement practices and change initiatives. While a US affiliate is immediately applying
newly agreed upon processes, other affiliates do not necessarily prioritize or have resources to
execute the agreed change, and thus additional resistance may appear.

Procurement decision and internal customers

There are no global guidelines on meetings and events for internal customers (Pers.com.,
Madsen, a, 2015). Requirements and responsibilities for suppliers are primary driven by
legislation, and they are about HCPs and business ethics. Requirements regarding low carbon
criteria have not been established either. However, environmental considerations are a
growing topic of interest in the M & E category. Carbon considerations in purchasing
behavior do largely depend on how focused an event planners’ agency is on the environment.
The CF criterias could encourage the company to reduce emissions that come from services in
the M & E category. The current degree of prioritizing the reduction of CF differs between
the regions. Environmental orientation varies especially between the HQ and outside of the
HQ. Customer events held by the HQ recognize that GHG emissions influencing the industry
negatively. This recognition is based on close connection to end customers and heavy GHG
emission activities. Especially in the sub-category of exhibits, there is a considerable amount
of moving gears and people around, use of hotels, catering and other activities that emit GHG
emissions. Therefore, CF is considered in the decision-making process. Consequently, focus
on CF has increased collaboration with the suppliers in finding low carbon solutions. On the
other hand, in U.S. based events, CF is not considered important. Therefore, CF is not
considered in the decision-making process.

Shift towards low carbon principles

A fundamental challenge in integrating environmental considerations into the procurement
process is that additional criteria increase costs. Overall costs are increased when suppliers are
expected to report and to reduce GHG emissions. Moreover, in order for integration to be
effective, CF criteria requires prioritization by internal stakeholders. In the line of business,
internal stakeholders implement CF-related activities on a daily basis. On the other hand,
prioritization requires attention at the senior management level. Without top management’s
interest on environmental concerns, it is difficult to prioritize environmental criteria in
business decisions. Thus, targets and the focus should be aligned with the corporate balanced
scorecard, communicated by senior management and cascaded down into the company. Novo
Nordisk needs a clear target and top management involvement to effect a change in the
current M & E procurement process (Pers.com., Madsen, a, 2015). Large-scale transformation
requires efficient communication and raising awareness about the company’s climate goals.
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Hence, the change of procurement habits would require that the company make decisions
such as "we would like to make our stands green. All our stands are 80% of reusable
materials". Currently, the company does not have clear communication regarding its
environmental goals.

The company can reduce its GHG emissions by decreasing the number of activities,
combining events or producing events in a different manner. There are cultural and political
challenges in Novo Nordisk when combining or prioritizing events and meetings is
considered. Madsen (Pers.com., a, 2015) argues that the decision to combine or cancel events
is a responsibility of the top management. Employees have ownership over the programs and
therefore arguments for the importance of each particular event existing. Naturally, the
ownership over the program impacts the perception of the significance of particular agenda of
each project. As a result, it is difficult to determine which meetings should be arranged,
combined, or canceled. In general, “everyone in Novo Nordisk acknowledges, agrees and
supports TBL principles, and anything that is more sustainable or beneficial in social or
environmental perspectives is preferred (Pers.com., Madsen,a, 2015)”

Current sustainability initiatives

The E & M sub-category of exhibits has the focus and the interest to work on the green
initiative. The green initiative has led to close collaboration with suppliers in measuring and
reducing GHG emissions. The initiative emphasizes CF as an important selection criterion for
the sub-category of exhibits. Focus on GHG mitigation is driven by the demands and
environmental awareness of end customers. The main challenge in taking this initiative
further and in creating a value proposition in this current approach is a lack of support from
the top management (Pers.com., Madsen, a, 2015). Moreover, exhibits green approach with a
high degree of reuse of materials and low CF is not well communicated by the line
management. Therefore, the development in departments’ environmental performance is
neither well known nor acknowledged.

Measurement, reporting, and data transparency

Novo Nordisk does not report or track their GHG emissions in the M & E category. The Novo
Nordisk carbon calculation tool based on spend does not have enough transparency to create a
reliable distribution key for the all the sub-categories in this spend category or to identify the
correct emission sources (Pers.com.,, Fogh Larsen, a, 2015). There is potential for LCP
practices in this category. According to Madsen (Pers.com., a, 2015), Novo Nordisk has a
high-level use of hotels and airlines, in which reporting, transparency, and tracking of CF is at
an advanced level. Therefore, based on the available information the company could create
CF guidelines and selection criteria’s.

4.2.3 Office Supply

The office supply category consists of various items and sub-categories that include printed
matters, furniture and white goods (see Appendix 8). Interestingly, Novo Nordisk has a
recycling warehouse that reduces the company’s emissions in this category (Pers.com.,
Lombholt, a, 2015).

Current category strategy and company practices

The office supply category is a non-strategic function with little focus on the management
level. The current strategy for the office supply category is to consolidate spend. This
consolidation is implemented through reducing the number of suppliers and invoices. The
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office supply category does not have a strategy to address environmental considerations.
Lombholt (Pers. com., a, 2015) identifies a general shift towards long-term strategies. Long-
term strategies conflict with short-term performance evaluation and are thus challenging to
implement. For practitioners to be able to integrate long-term goals into their daily practices,
the relationship between short-term evaluation and long-term strategic goals should be
considered. An inclusion of new criteria is time- and resource-consuming. Therefore, a
successful implementation of LCP requires an increased amount of human resources.

The office supply category in corporate procurement is only covering of the office supply
procurement practices at the HQ, and therefore no coherent global approach exists. The
procurement of office supplies is processed through the company’s eProcure system. eProcure
includes all the products and services related to supply office equipment from the preferred
suppliers. However, if internal customers do not find the desired item in eProcure, an order
can be submitted as a free text order in the system. Using a free text order, an internal
customer can purchase an item outside of the eProcure system, and every time a new item is
purchased, the number of suppliers increases in the supplier database. Thus, the overall
number of suppliers is significantly higher compared to the number of preferred suppliers.
The number of preferred suppliers is significantly higher than that of strategic suppliers.
Moreover, free text and phone orders are primarily intended to be used for occasional orders,
but some internal customers use free text orders for all of their purchases, which increases the
data in the system.

Supplier selection and additional sustainability criteria

Novo Nordisk always inquires the strategic suppliers about their environmental performance.
In general, the company prefers suppliers with a sound environmental performance that is in
accordance with the financial and regulatory requests. Lomholt (Pers.com., b, 2015) observes
that a good example of the current TBL business principle in the office supply category is the
main office supply supplier Loreco in Europe. Loreco shares the same business principles as
Novo Nordisk. Additionally, the company is leasing most of their office machines, including
all the coffee machines and printers. In the current process, environmentally friendly products
are usually requested from suppliers. However, requests are not specified in standards or
labels such as energy efficient machines (e.g. energy stars) nor are these products evaluated in
terms of CF. The company does not have a monitoring or evaluation system for the
environmental performance of suppliers or products. The pre-selection of suppliers is
conducted using a standardized procedure that includes an evaluation of the supplier's
financial situation, capacity, and price. Price is a driving factor in the supplier selection
process. Importance is also given to the location of production. The location of production
divides suppliers into high, medium and low-risk suppliers. Lomholt (Pers.com., b, 2015)
argues that "if the same or a similar item is available locally, there is no point to order items
from far away." In addition, sometimes high-risk areas are avoided to ensure compliance with
local laws. However, supplier audits are only used with high-risk suppliers according to
responsible sourcing, and no focus is given to the environmental performance of the supplier.

Internal customers and procurement decisions

In general, corporate procurement and office supply category managers do not have the
mandate to influence an internal customer's choice of purchased items. Indeed, the
procurement department does not have the resources to govern or mandate a change in the
decision-making process. Thus, selection criteria largely depend on the line managers or
country manager in each affiliate The importance of CF varies largely between business units,
and the degree of environmental orientation primarily depends on the business units’ location.
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In each location, offices have different priorities, preferences and resources for considering
additional requirements and factors while making purchasing decisions. Especially outside of
Northern Europe, including environmental considerations into the procurement process
becomes problematic due to a reduced number of alternatives (Pers.com., Lomholt, b, 2015).
Office supply procurement collaborates with the company’s internal stakeholders in the form
of procurement training. The main purpose of this training is to familiarize people with shift
from free text orders towards using an eProcure catalog, and thus current training schemes do
not include awareness of environmental criteria.

Shift towards low carbon principles

Prioritization of other activities, such as e-sourcing and cost reduction, are a challenge for
including the evaluation of environmental performance, not a lack of internal customers’
interests. The integration of CM to NPR procurement to be effective, environmental
performance criteria should be included into general performance evaluation (Pers.com.,
Lombholt, b, 2015). Lomholt (b, 2015) continue, that inclusion of additional selection criteria,
such as CF, is not considered an issue in office supply category. Therefore, future selection
criteria could include formal agreements, such as standards, environmental management
system (EMS) certified suppliers, eco-labels and code of conduct. Procuring only recycled or
forest stewardship council (FSC) paper is a fundamental challenge for Novo Nordisk, because
changing employees’ perceptions of the FSC paper's poor quality is difficult. Additionally,
Novo Nordisk should accept higher expenses for changing the priorities and the source of the
paper or other office supply items (Pers.com, Lomholt, b, 2015). However, the use of paper
depends on the personal preferences of the employees; even though paperless processes
would be established, people tend to print their documents. In general, Novo Nordisk procures
environmentally friendly furniture when it is possible. The possibility depends on the
products and suppliers. For example, desk and office furniture are fixed, and, therefore, it is
easy to include environmental criteria into the selection process. Conversely, loose furniture is
more challenging to buy green because there are many varieties. "It is difficult or impossible
to tell managers that there is only one option instead of multiple alternatives from which to
choose" (Pers.com., Lomholt, b, 2015).

Current sustainability initiatives

Recycling warehouse, initiative for the recycled office supplies such as desks, chairs, shelves,
computer screens, etc. has been established in the HQ. There are challenges for increasing the
use of the recycling center: The procurement behavior has to be changed so that recycled
items were preferred and communication about the existence of the recycling warehouse
should increase. Currently, knowledge about the existence of this warehouse spread word of
mouth, so its existence is not widely known among the employees.

Measurement, reporting, and data transparency

Currently, Novo Nordisk does not report or track their GHG emissions related to office supply
spend. This indirect spend category contains a large amount of different items including paper
products, office machines, and some laboratory equipment. All of these items have significantly
different EFs. A noteworthy number of items, suppliers and orders make it challenging to manage
this category and to reach a high level of data transparency. Development of calculation tool
based on spend also showed that lack of data transparency calculation based on spend have a
relatively high uncertainty (Pers.com., Lomholt, a, 2015).

After presenting the empirical results in this chapter, these results will be analyzed in next Chapter
based on the conceptual framework introduced in Figure 6 (Ch. 2.).
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5 Analysis

This chapter presents the analysis of the empirical findings presented in Chapter 4. The
analysis is based on the conceptual framework in Figure 6 (Ch. 2). First, the influence of
external and internal factors on low carbon NPR procurement is explored and analyzed.
Then, the perceived challenges in the implementation of the LCP in the context of NPR
procurement are described. Lastly, Novo Nordisk’s possibilities for conducting a change in
the form of sustainability imitative in its NPR procurement are analyzed using Lewin’s 3-step
change model combined with Kotter’s (1995) §8-stage change model.

5.1 Influence of External and Internal Factors on Implementing
Low Carbon NPR Procurement

According to Appolloni et al. (2014), it is important for companies to understand the barriers
for GP implementation to be able to achieve change and to implement sustainability practices.
In this analysis, the internal and external factors (Ch. 2) are used as a theoretical starting point
for analyzing their influence on the Novo Nordisk motivation to implement low carbon NPR
procurement practices. Based on the literature review conducted by Haake and Seuring
(2009), there are fewer factors that influence sustainable/green NPR procurement in
comparison to the procurement of major items. Also Mosgaard et al. (2013) argue that
barriers and drivers between NPR procurement and major procurement differ. Therefore,
combined factors from GP and green NPR procurement are explored with regard to their
influence on implementation of low carbon NPR procurement. The key findings in each of the
categories studied in the Novo Nordisk case can be found in Tables 3 and 4.

5.1.1 External Factors

In Table 3 below, the findings from the empirical study about the external factors (introduced
in Ch. 2) are presented. Table 3 highlights the differences between the sub-categories studied.

Table 3. External factors for low carbon NPR procurement.

Driver: Car taxation schemes, No impact: No GHG related No impact: No GHG related
transportation industry requirements regulatory impacts regulatory impacts

No impact Driver: Exhibit sub-category No impact

No micro-level impact, Driver: No micro-level impact, Driver: No micro-level impact, Driver:
Macro-level credibility and brand Macro-level credibility and brand Macro level-credibility and brand
image image image

Barrier: Reporting guidelines Barrier: Reporting guidelines Barrier: Reporting guidelines Driver:

Driver: Awareness of GHG emissions  Driver: Awareness of GHG emissions ~ Awareness of GHG emissions
Driver: General awareness of climate Driver: General awareness of climate Driver: General awareness of climate

change change change

Driver: Strategic suppliers’ increased Driver: Strategic suppliers’ increased Driver: Strategic suppliers’ high value
transparency transparency and green exhibitions products

Driver: CSR activity Driver: CSR activity Driver: CSR activity

The impacts of NPR products are geographically diverse and challenging to attribute (Haake
& Seuring, 2009), and in contrast to major items, there is no driving influence from
regulations. Moreover, authors argue that regulations are directed to prevent products with
particular characteristics to enter the national market. Interestingly, car taxation has a
significant impact on company cars and the internal customers’ selection of low carbon
alternatives. Particularly in Europe, car taxation policies serve as an initiative for employees
to choose a low carbon option. Also, in the case of business flights, industry specific
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regulations enable increased transparency and communication with respect to GHG
emissions. The findings here are similar to those in the study conducted by Mosgaard et al.,
(2013), in which it is pointed out that regulatory demands drive implementation of green
procurement in few product categories, such as transport and chemicals. In the other
categories studied, regulation schemes did not influence low carbon NPR procurement.

GP literature of major items emphasizes the role of end customers as a key driver for
companies to obtain green activities due to increased environmental awareness (Appolloni et
al., 2014). Contrarily, in the literature on NPR procurement it is argued that end customers
have a rather small role or influence on decisions on NPR procurement (Haake & Seuring,
2009: Mosgaard et al., 2013). The empirical part of this study found that M & E (exhibition
sub-category) managers are concerned, and actively collaborate with their suppliers to
identify emission sources and potential reduction strategies on GHG emissions. Initiating LCP
is driven by end customers’ interest in and demand to green events. However, level of
environmental orientation in other M & E sub-categories is dependent on the suppliers’
interest in and eagerness of CF prioritization. In the other two categories, end customers’
perceptions were not perceived to affect implementation of low carbon NPR procurement.

Competitive advantage is recognized in the GP research as a main driver for companies to
obtain green initiatives into their procurement practices (Appolloni ef al., 2014). However, it
is also recognized that customers’ interest is directed to the final product of companies, and
thus NPR products and services do not have such a strong impact (Haake & Seuring, 2009). A
large amount of Novo Nordisk’s GHG emissions are found in indirect spend categories. The
findings in this study suggest that pro-active behavior and the company’s commitment to
climate ambition contribute positively to the overall environmental performance of the
company. Nevertheless, the category managers did not perceive this potential driver as a key
driver. It was agreed, that a positive perception of the company’s environmental performance
is part of TBL business principle and may increase competitive advantage as a whole.

Increased awareness of environmental issues adds to society’s influence as a driver for
companies motivation to implement low carbon NPR procurement. A company’s reputation is
usually associated directly with its main products, excluding NPR products and services with
less attention (Haake & Seuring, 2009). Today, as a large part of a company’s CF originates
from NPR products and services, supply chain activities are gaining more attention in the
public and in the companies’ debates (Downie & Stubbs, 2012). The empirical part of this
study indicates that as a part of Novo Nordisk’s environmental strategy and commitment, the
company conducted E, P & L to locate GHG hotspots'”. As an outcome of this assessment,
the company found out that a large amount of GHG emissions came from supply chains and
implemented a sustainability initiative to find a solution for reducing their climate impact.

The lack of supplier commitment is seen as a barrier for GP (Appolloni et al., 2014).
Interestingly, in each category studied, strategic suppliers are engaged in close collaboration
and cover a majority in volume of the purchased products and services within the company.
Supplier commitment can be seen as increased transparency in emission data, green
exhibitions and high value environmental products. Moreover, category managers emphasized
that strategic suppliers would be committed to and interested in working towards new
requirements. However, the remaining suppliers cover a majority of the total number of
suppliers, and little commitment exist. However, these suppliers are needed to ensure the
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flexibility and efficiency of company’s operations. Novo Nordisk has a responsible sourcing
initiative obliging suppliers to agree with minimum requirements. However, there is no
evaluation or monitoring of supplier performance.

In the literature, industry specific factors are seen as a barrier (Appolloni et al., 2014).
However, the empirical study indicated that as the pharmaceutical industry has long history in
CSR, therefore, Novo Nordisk has a capacity to implement initiatives that are seen as a
proactive behavior. In addition, depending on the supplier industry, some categories such as
transportation have advanced reporting and data transparency regarding GHG emissions.

5.1.2 Internal Factors

In Table 4 below, the findings from the empirical study about the internal factors (introduced
in Ch. 2) are presented. Table 4 highlights the differences between the sub-categories studied.

Table 4. Internal factors for low carbon NPR procurement.

_ Driver: reduced costs Barrier: Increased costs Barrier: Increased costs
_ Barrier: Lack of knowledge Barrier: Lack of knowledge Barrier: Lack of knowledge,
_ Driver: TBL business principle Driver: TBL business principle  Driver: TBL business principle
Driver: Collaboration with strategic ~ Driver: Collaboration with Driver: Collaboration with
suppliers / Barrier: Other suppliers strategic suppliers / Barrier: strategic suppliers / Barrier: Other
Other suppliers suppliers
Barrier: Lack of top management Barrier: Lack of top Barrier: Lack of top management
support has currently high negative =~ management support has support has currently high
impact currently high negative impact negative impact
_ Barrier: No current strategy Barrier: No strategy Barrier: No strategy
Barrier: No time or resources to Barrier: No time or resources to ~ Barrier: No time or resources to
track and measure best available track and measure best track and measure best available
products/suppliers available products/suppliers products/suppliers
Barrier: Low level of Barrier: Low level of Barrier: Low level of
communication of alternatives communication of alternatives communication of alternatives

Cost has historically been the priority in procurement processes (Kraljics, 1983). Therefore,
cost is seen as one of the most significant barriers in the literature on GP (Appolloni et al.,
2014), as it is perceived as a cost-increasing activity. In fact, Haake and Seuring (2009)
emphasize that cost is considered a higher barrier for NPR procurement due to relatively
lower benefits achieved from investments compared to the procurement of major items.
Interviewees in each category raised the concern of increased costs when considering CF as a
selection criterion. Interestingly, when it comes to travel, the reduction of GHG emissions is
directly related to decreased costs, and reduced travel is driven by a cost reduction initiative.
M & E and office supply category managers, perceived that considering CF would lead to
increased costs and complexity in decision-making. Additionally, in the office supply
category, the dilemma between choosing short-term tactical benefits or long-term strategic
savings can be seen clearly. To be precise, an environmental choice tend to have a higher
initial cost compared to a conventional alternative, but it provides savings in the long-term
(Correia et al., 2013).

Appolloni et al. (2014) found that the lack of internal legitimacy and consensus on purchasing
decisions and criteria are seen as organizational barriers to GP. In Novo Nordisk’s NPR
procurement practices, internal buy-in has a significant impact because purchasing decisions
are conducted by internal customers. According to Correia et al. (2013), successful LCP
requires a basic understanding of CF and CM. However, there is no systematic way to provide
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internal customers with sufficient information. Therefore, country and line managers are the
ones who have the authority to set the direction for decisions on procurement, and it is their
personal views that influence internal policies, guidelines and purchasing preferences.

Insignificant collaboration is considered a barrier in the GP literature (Appolloni et al., 2014).
Indeed, Haake and Seuring (2009) point out that collaboration and supplier commitment
regarding NPR products are usually minimized. It was found in a study at hand, that Novo
Nordisk collaborates closely and actively with their strategic suppliers. Findings disclose that
supplier collaboration in the travel and M & E (particularly in the sub category exhibits)
categories involves CF considerations, which is not the case in office supply. Also lack of
internal collaboration and training is recognized to be a barrier (Mosgaard., 2015), because
green values needs to be learned not only taught. In Novo Nordisk, no collaboration or
training regarding LCP exist.

The lack of top management support is considered the main driver or barrier to GP and green
NRP procurement (Haake & Seuring, 2009; Appolloni et al., 2014; Mosgaard et al., 2013;
Mosgaard, 2015). The lack of top management support is a significant factor; however, the
empirical study shows that also country and line of business managers play a substantial role
in greening NPR procurement practices. The results indicate that the first push is required to
come from the top management level, and that for change to be implemented, support from
managers in line of business is needed. Interestingly, top management interest was mentioned
to be the key driver for the inclusion of CF considerations into decision-making processes.

One of the factors influencing the adaptation of GP practices in companies is the alignment of
procurement strategy with corporate strategy (Appolloni et al., 2014). Also Johnsen et al.
(2014) emphasize the importance of integrated strategies. Novo Nordisk has conducted earlier
GHG reduction strategies in travel and supplier selection. However, currently there are no CF
related procurement strategies in any of the spend categories. This may be due to the current
environmental strategy that has not been integrated into the company’s NPR procurement
practices, and thus can be seen as a barrier. Novo Nordisk is currently working on the new
climate strategy, where inclusion of procurement strategies is possible.

Time is recognized as a factor to exclude additional requirements from the procurement
practices (Mosgaard, 2015). Inclusion of new requirements, criteria’s and reporting are seen
as a time consuming procedure that requires resources. Category managers mentioned time as
a reason for not including new selection criteria into the decision-making process.

The lack of communication is mentioned as a barrier to GP practices (Appolloni et al., 2014),
and Haake and Seuring (2009) conclude that even less communication is carried out among
NPR procurement-activities, compared to major items. The findings show that regarding
initiatives such as recycling, teleconference and green exhibits, the level of communication is
not sufficient, and thus the influence of these initiatives has remained low. In the travel
category, reductions have taken place through the well communicated cost awareness
program, and has good results.

5.2 Challenges for Implementing LCP Principles in the Context
of NPR procurement

The perceived challenges by category managers that Novo Nordisk face when implementing
low carbon NPR procurement are illustrated in Figure 7. Challenges are attributed to three
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factors by category managers: lack of the top management interest, the integration of CM into
procurement practices and regional differences. Findings in a study at hand are analyzed on
general findings regarding challenges in implementation of sustainable NPR procurement.

Regional
differences and
number of actors

Data
availability,
transparency,
evaluation

-

Carbon
Management \

Lack of top
management
interest

*P- Product(s)

Figure 7 Perceived challenges of implemenation LCP in context of NPR procurement

5.2.1 Strategic Approach to NPR Procurement

Management interest is identified as a key challenge for GP and sustainable procurement
(e.g., Haake & Seuring, 2009; Appolloni et al., 2014), and acknowledged as a reason for the
less strategic position of NPR procurement (Haake & Seuring, 2009). The less strategic
position is explained by the low impact of the company’s a final product in terms of quality
and in invisible influence in micro level regarding company’s environmental performance
(Haake & Seuring, 2009). The findings of this study confirm that the main challenge for Novo
Nordisk to move towards a long-term strategic NPR procurement approach is caused by the
lack of top management interest. Handfield et a/. (2002) argue that sustainable procurement
has evolved from a tactical approach towards a strategic approach, and that emphasis is given
to long-term strategic decisions. Especially this evolvement can be seen in LCP, where
decisions are required to be made between short-term tactical benefits and long-term strategic
savings (Correia et al., 2013). The results here are coherent with the theory that insufficient
interest from the top management level complicates the prioritization of CF. In theory, a
company reaches sustainability in the procurement process by increasing the number of
sustainability criteria in the selection process of a supplier or a product (Sheinder &
Wallenburg, 2012). In the case study, a concern raised by category managers was that costs
would increase when qualitative parameters are included in to a procurement decision or a
supplier selection process. More precisely, the inclusion of a qualitative parameter in the
selection process itself was not the reason for increased costs. The increased costs would
come from the reporting and evaluation process of environmental performance of a supplier
or a product itself. The evaluation process would require more resources and time from both
sides. Lower costs are a driving parameter for procurement decisions and category policies.
Therefore, finding the balance between efficiency, cost reduction, and prioritization of low
carbon principles was a challenge to implementing low carbon NPR procurement. It was
pointed out in the interviews that only the top management has the authority to prioritize
carbon principles over costs and to drive change in company processes and policies.

For a company, it is a challenge to shift from short-term tactical benefits to long-term

strategic savings (Correia ef al., 2011). The shift towards long-term decisions is an underlying
reason for preventing the implementation of LCP. Often, an environmental choice has a
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higher initial cost compared to a conventional alternative, but it provides savings in the long
term (Correia et al., 2013). Based on the results of this study, the performance evaluation does
not take into account the CF criteria but has includes spend criteria, and therefore the
inclusion of carbon principles into the decision-making process is difficult. In fact, managers
confront conflicting requirements between short-term evaluation and long-term performance
demands. In theory, procurement strategies should be aligned with a company’s overall
strategies (Johnsen et al., 2014). The empirical part of this study reported that strategies
related to low carbon principles did not exist in any of the procurement categories studied.
The lack in the company’s focus on aligning environmental strategy with the company’s
internal departmental strategies is considered a reason for the absence of procurement
strategies. Despite the fact that the travel category had an environmental focus on GHG
emissions in the previous year, long-term reduction strategies to be established require the top
management support. Moreover, based on the findings in this study, corporate procurement
does not have the mandate or the resources to execute multiple strategies in Novo Nordisk.

Sheinder and Wallenburg (2012) argue that reducing environmental impact is accomplished
by increasing the number of activities in which sustainability criteria are considered. As
internal customers are highly involved in the tactical phases of procurement (Cox et al.,
2005), it is necessary to consider how to influence the decision-making. The interviewees
emphasized the absence of a supporting body that would facilitate change and increase the
necessary awareness in procurement activities. The study pointed out the lack of resources
and interest to take over the leading role in the change process in the corporate procurement
department. Reducing GHG emissions in NPR procurement is seen as equivalent to a lower
number of alternatives. A decrease in available alternatives affects people’s benefit-cost
thinking (Pers. com., Kiss, b, 2015). For example, in the case of company cars, a choice
restricted to low carbon cars would lead to a decreased number of varieties available. As the
empirical study also identified that some of the categories are highly political, changing the
current flexibility of choice would generate resistance and arguments.

5.2.2 Integration of CM into NPR Procurement

CM consists of a wide range of different practices that include scoping measurement
boundaries, identification of emission sources, selection of methodologies, setting targets,
deciding priorities, developing systems and procedures, and engaging with employees and
suppliers (Chan, 2009). In theory, a company can only manage what it measures (Lee, 2011;
Downie & Stubbs, 2012) and managers should have sufficient knowledge and understanding
of the sources and the amount of the company’s GHG emissions (Lee, 2011). Scoping
measurement boundaries, identification of emission sources and selecting the method have
been identified as a challenge for companies in measuring their GHG emissions (Matthews ef
al., 2008; Huang et al., 2009). The results of this study indicate that Novo Nordisk’s current
process of measuring CF regarding the three categories studied is only possible for travel and
company leased cars. Therefore, data is collected and reported in the AR performance section
only for the travel category and only about business flights and company cars (www. Novo
Nordisk, 2, 2015). More precisely, the current method only enables the measuring of the
narrow scope of travel GHG emissions, and the process is time and resource consuming. The
lack of understanding the company’s scope 3 emissions and the correct allocation of these
emissions may lead companies to set incorrect mitigation targets as well as inappropriate CM
and business strategy efforts (Downie & Stubbs, 2012). The case study confirmed that
activities such as target setting, prioritizing, and system and procedure development cannot be
implemented without reliable measurements.
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The literature on NPR procurement has recognized the challenge in managing a large number
of suppliers and non-standardized products (Cox et al., 2005). Based on the results of this
study, Novo Nordisk buys products and services from multiple suppliers from multiple
regions. The great number of suppliers, items and services makes it difficult to collect
emission data from the suppliers or to base calculations on the spend data from suppliers. In
addition, regional differences in the availability of data were identified. In Europe, data is
available and environmental alternatives are available — which is not the case in countries
outside Europe. Corporate procurement collaborates and changes information with the
strategic suppliers and the level of collaboration varies between different categories. Strategic
suppliers may cover only a small number of the total number of suppliers, but strategic
suppliers account for the larger part of the volume of spend on products bought.

Correia et al. (2013) argue that LCP requires prior understanding of CM and CF. The
strategic part of the decision-making process is for the internal customer in NPR procurement
(Haake & Seuring, 2009; Cox et al., 2005), which complicates the implementation of LCP. In
the case study, the company has procurement guidelines for travel and company cars
including guidance and instructions for choosing low carbon options. It is the responsibility of
country and line managers to establish departmental guidelines and policies, and differences
in motivation to include environmental considerations were recognized. Also, regional
differences in capacity, resources and possibilities to implement the change were identified in
findings. Therefore, managers in charge handle the level of environmental consideration in
each business unit. In the interviews, lack of communication and collaboration with internal
customers was recognized. Insufficient collaboration influences internal customers’
awareness of environmental issues and, more specifically, of LCP decisions. In theory,
corporate sustainability is based on the collaboration and aligned efforts between multiple
departments (Hanfield et al., 1997). It was found in this study that low carbon initiatives exist,
but they are poorly communicated, and thus has a low user volume. The company has
sustainability initiatives that has potential to reduce GHG emissions and costs from travel.

5.3 Implementation of Low Carbon Initiative in NPR
Procurement Process by Employing Change Management

The theory of organizational change is employed as a basis, or to be precise, Lewin’s (1947)
3-step change model combined with Kotter’s (1995) eight stages of change. The models are
used to identify the challenges that Novo Nordisk has in the procurement practice to
implementing sustainability initiative through change management. The underlying principle
of Lewin’s change model is that for any change to be successful, the driving forces for that
change need to be greater than the resisting forces (Cameron & Green, 2009). Thus, first
Novo Nordisk needs to overcome the resistance that was identified in the interviews and the
notion that change will negatively influence the efficiency of performance, increase costs and
decrease the number of available choices. It was also found that comprehensive change is
difficult to implement due to the regional and departmental differences within Novo Nordisk.
Unfreeze, the first step in Lewin’s 3-step model, refers to overcoming existing resistance and
enforcing the driving forces. In his change model, Kotter (1995) emphasizes the need to feel
the urgency for change. The TBL business principle is the overwriting rule in Novo Nordisk,
but to be effective, it needs to be integrated into purchasing decisions. This urgency could be
created by integrating reduction targets with performance evaluations. The first step in the
process is essential and requires acceptance and a realization of the urgency from the part of
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managers (Kotter, 1995). The findings here disclosed that urgency could be created at the top
management level and then be cascaded down to the other levels in the company.

The next step in Kotter’s 8-phase model is to create a guiding coalition. Kotter (1995)
emphasizes the significance of a credible and reliable body leading the change. Based on the
results of this study, it was clearly communicated that the direction and commitment should
come from the top management level. Moreover, it was pointed out that local country
managers should be integrated into the change process as they have an important role in it.
Kotter (1995) emphasizes that in the most successful change process, the coalition includes
powerful people with suitable titles, information, and expertise combined with good
reputation and relationships. According to Correia et al. (2013), LCP requires some
knowledge and understanding of GHG emissions. It is likely, however, that people making
the procurement decisions do not have adequate knowledge, and therefore the inclusion of
environmental experts would be essential. Thus, country or line managers in collaboration
with corporate procurement and the corporate environmental management team could lead the
change process with a mandate given by the executive management. The next step in the
model is to create a vision and a strategy (Kotter, 1995). The results indicate that Novo
Nordisk has a strong and embedded sustainability strategy, supported by TBL business
principles. Also, climate strategy is a fundamental part of the environmental strategy.
Nevertheless, the current environmental strategy does not courage to an innovative change or
to reach ambitious goals, nor does it include NPR procurement. Hence, procurement strategy
has not been aligned with the environmental strategy. The new environmental strategy is
under a process of renewal.

The next phase, change, focuses on familiarizing managers and employees with the new
context and new behavior models (Ronnenberg et al., 2011). Next, Kotter (1995) suggests
communicating the change vision. The company needs to communicate clearly about its new
climate targets, and strategy. Based on the interviews, there is a need for a clear internal
communication in the company. Clear communication leads to open discussion and awareness
of the targets that the company would like to achieve. The next step in Kotter’s (1995) model
is to empower employees to act and work according to the vision and to strive towards the
new goals. First, Novo Nordisk needs to improve the transparency and quality of data to
achieve adequate reliability. In addition, it would be important to encourage employees to
make decisions based on qualitative parameters instead of maintaining a dominant focus on
costs. Finally, the company could increase its employees’ awareness of low carbon options in
the decision-making processes. The next step is to generate short-term wins (Kotter, 1995).
Previous change initiatives have proven that people need to see short-term progress and
profits to be able to engage in a long transformation process (Kotter, 1995). According to the
findings of this study, if the company has no ability to evaluate and track the development,
this step will be challenging to implement. For Novo Nordisk to gain short-term wins, an
ability to measure GHG development is required. The last part of the Lewin’s change process
is refreezing. Lewin (1947) argues that once change is implemented, the new reality needs to
be institutionalized. Kotter (1995) recommends working towards consolidating the gains, then
to produce more change and finally to anchor the new approaches in the culture. In the
context of Novo Nordisk, this could be done by measuring and reporting on the relative
development of GHG emissions.

This section analyzed the empirical results (presented in Ch. 4) of the study. The next chapter

will discuss the findings further, provide an answer to the research questions, and relate the
findings to existing literature.
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6. Discussion

In this thesis, the internal and external factors, perceived challenges, and planned change in
the context of Novo Nordisk’s low carbon NPR procurement initiative have been explored and
analyzed. The research questions related to each of the three specific categories studied in
Novo Nordisk and in this paper were:

How do external and internal factors influence the implementation of LCP in the context of
NPR procurement principles?

What are the challenges perceived by category managers in the implementation of LCP in the
context of NPR procurement?

How can Novo Nordisk implement low carbon initiative in its NPR procurement process?

Next, the findings of this study are discussed in the context of earlier studies and existing
theory.

6.1 How do External and Internal Factors Influence the
Implementation of LCP in the Context of NPR Procurement
Principles?

The findings of this study regarding internal and external factors influencing low carbon NPR
procurement are mostly in line with existing literature on GP and sustainable NPR
procurement. However, some differences caused by focus on low carbon perspective in the
context of NPR procurement could be identified. First, the results of this study indicate that
all the factors do not necessarily have the same influence on different indirect spend
categories. Therefore, a factor may act as a driver in one category and as a barrier in another.
As Appolloni ef al. (2014) highlight, the same factor may act as either a driver or a barrier,
depending on the context. Thus, it is important that each of the categories is addressed
individually, starting from the categories with the most material impact on the focal company.
Interestingly, the findings also suggest that where external factors tend to act as drivers,
internal factors act mostly as barriers. This result is similar to the findings in the literature
review by Appolloni et al., (2014) that demonstrate that the majority of the barriers for GP
tend to be internal. This difference between external and internal factors may be caused by
increased external awareness and pressure to combat climate change and consider CF in
general. The internal barriers reflect the complexity of the challenge that the company is
confronting when implementing low carbon NPR procurement. However, once a strategic
position is achieved, these internal factors can work as drivers. External factors, regulatory
end customers, and competitive advantage are discussed further below. These three findings
are particularly interesting because opposing ideas have been presented in the literature.

Based on the results, regulations can be seen as a key driver for implementing LCP in NPR
procurement regarding travel. In the travel category, taxation schemes influence the choice of
car positively. However, this depends on the particular country’s regulatory schemes.
Moreover, all the strategic suppliers in the travel category had the capacity to report the GHG
emissions of companies and products. Also Mosgaard et al. (2013) report that regulation
schemes favor less heavy transportation in some countries. However, the literature review of
sustainable NPR procurement by Haake and Seuring (2009) suggests that regulations are not
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likely to influence sustainable NPR procurement. The argument is based on the notion that a
company is bound by regulations on the company’s main products.

In the M & E sub-category, end customers’ awareness and demands has been identified as a
key driver for obtaining a green initiative and for working towards the reduction of GHG
emissions. This finding is surprising, as the literature in the field of NPR procurement
suggested otherwise. According to the literature, end customers are less likely to be interested
in the environmental characteristics of NPR products compared to the products directly
affecting the final product (de Boer et al., 2003; Haake & Seuring, 2009). M & E sub-
category exhibits are closely connected with the company’s final products, which has led to
increased concerns and demands on the side of the customer. In other categories lack end
customer interest may neglect the implementation of LCP among NPR procurement, and thus
function as a barrier.

The macro-level impact on a company’s image and competitive advantage should be taken
into account when the company is reporting and communicating its concern about scope 3
GHG emissions. This has been overlooked by the literature on sustainable NPR procurement,
as it is not mentioned in the earlier literature considering sustainable and green NPR
procurement such as Haake and Seuring (2009), Mosgaard et al. (2013) and Mosgaard (2015).
Mosgaard et al. (2013, 143) note that companies “have not experienced any demands for
green non-product-related procurement from external stakeholders”. This gap in literature
may be explained with the fact of scarcity literature existing low carbon NPR procurement.
As the CF literature has revealed, there are increased external concerns of climate change and
increased demand for companies’ climate performance (Downie & Stubbs, 2012). External
concerns will generate demands on the company, and thus have an influence on the image and
competitive advantage of the company. A company’s proactive performance towards CM,
combined with reporting and strategic NPR procurement, can be seen as a competitive
advantage and a commitment to environmental activities.

Cost is the most important factor for making purchasing decisions, based on what is required
from the category managers, country managers, and internal customers (Pers.com, Kiss, b;
Madsen, a, 2015; Lombholt, b, 2015). In M & E and office supply categories, LCP principles
led to concerns about increasing costs (Pers.com, Madsen, a, 2015; Lombholt, b, 2015), while
in the travel category LCP alternatives are mainly seen as a cost reduction possibility
(Pers.com, Kiss, b, 2015). In the literature, it is a commonly shared idea between scholars
(Haake & Seuring, 2009, Mosgaard et al., 2013, Appolloni et al., 2014) that economic
preoccupations function as a barrier. Haake and Seuring (2009) argue that the relatively high
cost of reducing environmental impacts leads to ignoring the other factors, while Appolloni et
al. (2014) point out that cost reduction works as a driver. Appolloni et al. (2014) writes that
cost may be a driver for cost reduction and a barrier for investment on GP. Mosgaard (2015)
reports that green choices in e.g. travel can lead to cost reduction while investment in recycled
paper would increase costs. However, it is important to take into account that cost reduction
is not straightforward either; a mitigating activity leads to another, substituting activity. The
alternative activities, such as teleconferencing including building the facilities for it, have an
additional environmental impact and costs. This issue is not focused in the current literature.

The findings emphasize that the lack top-management support is a significant barrier to the
implementation of low carbon NPR procurement. The role of management is much discussed
in the earlier research (e.g. de Boer et al., 2003; Haake & Seuring, 2009; Mosgaard et al.,
2013) and there is a consensus that the neglect of NPR procurement when green initiatives are
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concerned is due to a lack of top management interest. Moreover, according to Mosgaard’s
(2015) findings, the top management has a vital role in driving change and sustaining GP
practices and related social norms. Category managers perceived top management support as
an essential factor for including CF into the selection criteria and for prioritizing qualitative
criteria over cost. The necessity of country and line of business managers to support change
process was also recognized as a crucial driving factor.

The results of this study show that no LCP strategies exist, which may be caused by a less
ambitious climate strategy. Mosgaard (2015) argues that aligned strategies drive GP, but only
if they are understood, accepted and applied in practice. Cox et al’s (2005) findings
demonstrate that there are only moderate (if any) strategies for NPR procurement. They argue
that this is due to the maturity of the procurement function and to companies’ incapability to
control and develop the competence of other company functions regarding procurement
activities. Similarly, Johnsen et al. (2014) points out, that procurement strategies need to be
aligned with corporate strategies. Therefore, the new environmental strategy should have a
clear climate goal. Then, the climate strategy can be integrated and aligned with procurement
strategies, and clear targets should be set. However, an efficient climate strategy requires
reliable measurement and a correct understanding of the company’s scope 3 GHG emissions
(Downie & Stubbs, 2012). Therefore, before establishing a climate strategy, Novo Nordisk
first needs to overcome measurement challenges.

Finally, findings about communication disclosed that there is only little communication and
collaboration between different business units or departments regarding NPR procurement.
Corporate sustainability is based on the collaboration and aligned efforts between multiple
departments (Handfield et al., 1997), LCP requires prior understanding of CF (Correia et al.,
2014) and internal customers have the decision-making mandate (Cox et al., 2005). In the
literature, less emphasis is given to communication. Haake and Seuring (2009) argue that
NPR procurement involves less communication automatically. However, they do link
communication with external actors. Mosgaard (2015) highlight the importance of
communication and collaboration with stakeholders, to support not only understanding but
learning of the green procurement. As the prior understanding of CM and CF is essential for
successful LCP, a way to increase awareness is to improve communication and collaboration.

6.2 What are the Perceived Challenges by Category Managers
in the Implementation of LCP in the Context of NPR
Procurement?

The perceived challenges by category managers to implement LCP in the context of NPR
procurement are reflected upon and analyzed and the three main causes discussed below. The
novelty of the research field and the scarcity of prior studies creating a link between LCP and
NPR procurement also revealed a gap between the existing theories and the empirical study at
hand in terms of global approach and regional differences.

The findings of this case study clearly indicate that the main challenge for Novo Nordisk to
implement low carbon NPR procurement is perceived to be the lack of top management
interest. Without support from the top, change in processes and behaviors is difficult to
implement. As discussed earlier, this finding is widely supported by other researchers in the
field’ (Haake & Seuring, 2009; Mosgaard et al., 2013; Mosgaard, 2015). Furthermore, the
importance of the management’s support is recognized as essential for changing the
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employees actual purchasing activities (Mosgaard et al/, 2015). Change in the behavior of the
end customers requires support from the respective managers so that the internal customers
can be aligned with agreed priorities. Prioritizing at a local level, on the other hand, is
essential for changing the purchasing activities conducted by internal customers successfully.

Another fundamental issue perceived by the category managers is the lack of reliable
measurement and evaluation of the environmental performance of the company and its
suppliers and supplier’s products. First, to prioritize LCP principles in procurement decisions,
clear targets and strategies should be set. In the literature, scholars argue that inappropriate
measures will lead to CM, targets and strategies that are unsuccessful (Downie & Stubbs,
2012). Second, the findings in this study also reveal that despite the fact that the travel
category has reporting as one of the selection criteria for strategic suppliers, there are no tools
for evaluation or assessment of the impact of the choice made. Therefore, the development of
the company’s GHG emissions cannot be measured. The challenge in evaluating suppliers
and products came to prominence. Mosgaard’s (2015) findings underline the issue of
assessment, and the findings in this study highlight the assessment issue regarding LCP. For
the company to integrate LCP in its NPR procurement practices, the ability to evaluate and
follow the development was considered essential. The possibility to evaluate and to track
development, is connected with supplier commitment and the capacity to evaluate and track
their own products’ environmental performance. The possibility for evaluation would be
interesting to investigate further, perhaps in the form of case studies about the best practices
that companies use to track low carbon performance in the context of NPR procurement.

The findings of this study link the lack of management interest with the measurement
challenges: it was pointed out that without reliable measurements and possibilities to track
development, the company will have difficulties in prioritizing low carbon alternatives.
Without reliable measurements, it is problematic to justify the inclusion of additional
selection criteria and integrate carbon reduction into procurement strategies. Downie and
Stubbs (2012) findings document that the companies struggles with generating reliable GHG
emissions measurements and reporting of scope 3 emissions. Findings in this study indicated,
that the lack of reliable data and measurement, conversely, is partly connected with the
multiregional approach that a global company like Novo Nordisk has. A MNC has a large
number of suppliers and internal customers, which leads to regional differences. The results
of this study reveal that regional differences are seen as one of the main challenges in
implementing LCP in the context of NPR procurement. The issue has been left in the shadow,
and not many studies have focused on researching how company size influences the
implementation of LCP. Appolloni et al. (2014) point out that there is a need to study GP
more from the perspective of small and medium-sized companies. The complexity of the
implementation increases with the magnitude of the business field: the number of key actors,
namely suppliers and end customers increases. The issue of regional differences related to
data availability, departmental motivations, capacities, and resources as well as external
environmental orientation was reported. The findings of this study shed light on the influence
of globalization, and the problematic nature of different cultures, capacities and resources in
each country.

6.3 How can Novo Nordisk Implement Low Carbon Initiative in
its NPR Procurement Process?

The last part of the discussion deals with the implementation of the low carbon sustainability
initiative in Novo Nordisk’s NPR procurement practices and the highlighted challenges
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identified can be seen in figure 8. Organizational culture is essential for companies because of
its impact on the company’s performance (Cameron & Green, 2009), and thus it has a
fundamental role in changing the way companies perform. Practical discussion about the main
suggestions how change could be implemented is provided. As there are no previous studies
particularly about how sustainability initiatives should be implemented in NPR procurement,
the findings here are discussed in the context of literature and theory of change management
and literature from related fields.
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Figure 8 How can low carbon NPR procurement be implemented in Novo Nordisk

The findings indicate that Novo Nordisk’s corporate culture is written on the Novo Nordisk
Way, which directs the company to operate in a responsible way. Thus, the TBL business
principle is an essential part of the decision-making in the company, and the corporate culture
at large supports LCP principles. In the theory, a prerequisite for any change is that the
driving forces are greater than the resisting forces of that change (Cameron & Green, 2009).
Novo Nordisk should first determine which factors are resisting the change and address their
change initiative to deal with those resisting factors. The results are in line with earlier
research according to which top management support is a significant factor influencing the
implementation of sustainability initiatives (e.g. Ronnenberg et al., 2011) and NPR
procurement (e.g. Haake & Seuring, 2009). The findings in this study also show that the large
number of internal customers from different professions, cultures and countries creates
different preferences and resources for employees to implement LCP. Therefore, the link
between internal and external factors’ influence on the implementation of LCP in the context
of NPR procurement and change management has been established. The findings reveal —
with the support of the literature — that it is essential for successful implementation that the
management’s attention is caught and its support received.

The findings of this study also conclude that insufficient communication, collaboration, and
education regarding LCP predominate in Novo Nordisk. The first phase of the change process
1S to unfreeze the current culture and to deactivate the behavior of implementation
(Ronnenberg et al., 2011). This deactivation can be done by training and communicating, by
raising employees’ awareness, and by providing the incentives for changing the current
practices. Mosgaard’s (2015) research supports the idea that the successful implementation of
green NPR procurement activities needs to be learned. Therefore, communication and
collaboration between departments and business units needs to be established. It was
discovered that there is no department with the mandate and willingness to drive change in
the company. The lack of a change agent may be caused because of the lack of resources and
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the desire of corporate procurement to lead change as was discovered in empirics.
Importantly, a powerful coalition with the correct titles, information, and expertise combined
with good reputation and relationships is essential for successful change (Kotter, 1995). The
executive management should initiate change in Novo Nordisk by setting clear targets and
communicating the importance of climate action for the company. In the empirical study, the
role of country managers in the changing coalition was found to be very important, which
agrees with the results presented by Mosgaard (2015). She argues that the implementation of
green NPR procurement requires collaboration between managers and environmental
coordinators, to not only understand GP but support learning the new practices. The role of
corporate procurement as a centralized change agent could be established and supported by
the change coalition.

As discussed earlier, no LCP related strategies have been established or carbon targets set. As
in Kotter’s (1995) stage model, the second part of the change process is to implement the
change by creating clear targets, vision and communication around it (Kotter, 1995).
Therefore, climate strategy should be aligned with procurement strategies, and clear
communication about climate strategy and the new climate targets should be established. As
Benn et al. (2014, 220) argue, the change strategy obtained to achieve sustainability needs to
be “situational and connected to and driven by organization’s strategy”. Moreover, clear
targets require reliable GHG emission measurements, transparency and a quality of data that
is not currently available. The literature emphasizes that strategies and targets based on
unreliable data lead to incorrect optimization of processes and thus may have harmful effects
on the company (Downie & Stubbs, 2012). Therefore, Novo Nordisk needs to overcome the
measurement challenges first. Measurement challenges, on the other hand, are not only
dependent on the company but on external factors as well. Therefore, external factors, such as
reporting guidelines, supplier commitment, and overall data availability, need to be
developed. Finally, employees should be encouraged to make decisions based not only on
cost but also on integrating GHG emission parameters into decision-making and performance
evaluations. Novo Nordisk should increase the awareness of low carbon alternatives, and
change the purchasing behavior starting with the most material categories. This should be
followed by communication about the development.

As Novo Nordisk is in the process of implementing LCP in their NPR procurement process,
they should consider the last phase of the change process in advance. The last phase of the
change is refreeze, where the learned new behaviors are anchored within the organization
(Kotter, 1995). Clear communication of the achieved results is required to ensure that the new
behavior and values remain within the organization. The findings emphasize that change
should be implemented in each category individually. Each category has its characteristics
and concerns some internal customers. However, the fundamental change towards climate
goals should be taken comprehensively into account and be supported by more specific
smaller steps in the final change process. In the literature, findings suggest that a significant
obstacle for a successful change is employees overwhelmed by multiple simultaneous change
projects (Booz & Company, 2013). The survey also indicated the lack of an anchoring of the
change. Therefore, Novo Nordisk should start incremental change process category by
category, from the most strategic spend category, namely travel, and anchoring the change in
affiliates.

After discussion of the results related to the earlier studies and research, next and the final

chapter is conclusions. Conclusions revisits the aim of the study, presents key findings and
provides suggestions for further research.

49



7. Conclusions

The aim of this thesis was to first bridge the link between LCP and NPR procurement by
exploring how internal and external factors influence the implementation of low carbon NPR
procurement, then to analyze the challenges regarding implementation perceived by the
category managers, and finally to analyze how low carbon initiative could be implemented.

As the global debate has evolved from whether to how companies could integrate
sustainability into their practices, urgency to assess and evaluate the most material actions has
increased. In addition, debate around climate change has increased the importance of the role
of the private sector and stakeholder expectations for companies. Companies are urged to shift
their focus from only considering their scope 1 and 2 emissions to taking into account a wider
scope of environmental impact and to including scope 3 emissions into their reduction
strategies. In the case of Novo Nordisk, the assessment of environmental impacts revealed
that the company’s environmental impacts came from their supply chain. Thus, to reach new
climate ambition, the company is facing the challenge of reducing their CF in their material
function of NPR procurement. So far, NPR procurement has been left in the shadow, and it
has been left out from sustainability agendas.

The findings confirmed that for the implementation of LCP in context of NPR procurement,
internal factors tend to act as barriers and external factors mainly act as drivers. Besides, the
idea was supported that the same factor can act as both a driver or a barrier. A current key
barrier was identified to be the lack of top management support, which is otherwise essential
for the successful implementation. Therefore, top management's support also functions as a
key driver. The category managers' perceived challenges can be divided into three main
causes that are all interrelated: the lack of a strategic approach, the regional differences and
the challenge in integrating CM into NPR procurement activities. First, the lack of
management support results in cost being the key parameter for making procurement
decisions. Qualitative parameters, such as CF, are not evaluated in performance evaluations
and are thus problematic to prioritize. Moreover, the large number of suppliers and end
customers that have decision making power are located in several regions, each with
individual cultures, resources and capacities, and this increases the complexity of NPR
procurement. Finally, the lack of data availability and methodological issues prevent
companies from providing reliable measures regarding their CF. Therefore, it is difficult to
verify the materiality of NPR procurement regarding carbon reduction and establish clear
strategies and targets. Successful companies needs to understand the environment they
operate in, and in the time of globalization, constant change is required. Successful change
may be accomplished through change management, and the findings of this study indicated
that for Novo Nordisk to change NPR procurement activities, establishment of strong
coalition including affiliates and supported by top management, clear communication and
targets, as well as stakeholder collaboration is required.

As a descriptive single case study describing the factors influencing and the challenges
perceived in the implementation of low carbon NPR procurement, the fundamental challenge
in this research appeared to be reliable measurements; however, methodologies were not
studied in this project. Therefore, an interesting area for further exploration is studying the
different methodologies used in calculation, data collection and performance evaluations.
Also, regional differences and how the gap between regions could be covered are topics that
could be investigated further. As the research field is novel, there is a clear demand for future
research on low carbon NPR procurement.

50



Bibliography
LITERATURE AND PUBLICATIONS

Al-Rodhan, N. 2006. Defintions of globalization: A comprehensive overview and a proposed
definition. Program on the Geopolitical Implications of Globalization and
transnational security.

Appolloni, A., Sun, H., Jia, F., & Li, X. 2014. Green Procurement in the private sector: a state
of the art review between 1996 and 2013. Journal of Cleaner Production, 85,
122-133

Beard, C. and Rees, S. 2000. “Green teams and the management of environmental change in a
UK county council”, Environmental Management and Health, 11, 27-38.

Benn, S., Dunphy, D., & Griffiths, A. 2014. Organizational change for corporate
sustainability. Routledge. Chicago

Bhattacherjee, A. 2012. Social Science Research: principles, methods, and practices (2™
ed.). Global Text Project, Tampa, FL, USA.

Blaxter, L., Hughes, C. & Tight, M. 2006. How to Research (3rd ed.). Open University Press,
Berkshire, England.

Booz & Company, 2013. Culture’s role in enabling organizational change & Survey ties
transformation success to deft handling of cultural issues. Strategy& Global
Culture and Change Management Survey 2013. Available:
http://www.strategyand.pwc.com/media/file/Strategyand _Cultures-Role-in-
Enabling-Organizational-Change.pdf

Boiral, O., Henri, J., & Talbot, D. 2012. Modeling the impacts of corporate commitment on
climate change. Business Strategy and the Environment, 21(8),495-
516.

Bowen, F., Cousins, P., Lamming, R., & Faruk, A. 2001. Horses for courses.  Greener
management International, (35) 41-60.

Burnes, B. 2009. Management Change: A Strategic Approach to Organisational Dynamics.
Prentice Hall-Financial Times.

By, R. 2005. Organisational change management: a critical review. Journal of Change
Management, 5 (4), 369-380.

By, R., & Burnes, B. 2013. (Eds.) Organizational change, leadership and ethics: Leading
organizations towards sustainability. Routledge.

Cameron, E., & Green, M. 2009. Making sense of change management: A complete guide to

the models, tools and techniques of organizational change. (2nd ed.) Kogan
Page Publishers.

51



Carter, C., & Rogers, D. 2008. A framework of sustainable supply chain management:
moving toward new theory. International journal of physical distribution &
logistics management, 38(5), 360-387.

Chan, M. 2009. Carbon Management. A Practical Guide for Suppliers. University of
Cambridge Program for Sustainability  Leadership. Business in  the
Community, Cambridge, UK. Available:
http://www.cisl.cam.ac.uk/publications/publication-pdfs/carbon-management-a-
practical-guide-for-suppliers.pdf

CDP, 2010. Carbon disclosure project. The carbon management strategic priority. Verdantix.

Correia, F., Howard, M., Hawkins, B., Pye, A., & Lamming, R. 2013. Low carbon
procurement: An emerging agenda. Journal of Purchasing and Supply
Management, 19(1), 58-64.

Cordeiro, J., & Sarkis, J. 1997. Environmental proactivism and firm performance: evidence
from securityanalyst earnings forecasts. Business Strategy and the Environment,

6(2), 104-114.

Cox, A., Chicksand, P., & Ireland, T. 2005. Davies. Sourcing Indirect Spend: A Survey of
Current Internal and External Strategies for Non-Revenue-Generating
Goods and Services, The Journal of Supply Chain Management, (41:2), 39-51

de Boer, L., Holmen, E., & Pop-Sitar, C. 2003. Purchasing as an organizational design
problem: the case of non- product-related items and services. Management
Decision, 41(9), 911-922.

Downie, J., & Stubbs, W. 2013. Evaluation of Australian companies’ scope 3 greenhouse gas
emissions assessments. Journal of Cleaner Production, 56, 156-163.

Downie, J., & Stubbs, W. 2012. Corporate carbon strategies and greenhouse gas emission
assessments:  the  implications of scope 3  emission  factor
selection. Business Strategy and the Environment, 21(6), 412-422.

Elkington, J. 1998. Cannibals with Forks: the Triple Bottom Line of 21st Century Business.
New Society Publishers, Gabriola Island, Canada.

Franklin R. 1990. International Trade and Investment, (6th Edition) Cincinnati, OH: South
Western Publishing Co., 580-608.

GHG Protocol, 2011. Corporate Value Chain (Scope 3) Accounting and Reporting Standard.
Available: http://www.ghgprotocol.org/standards/scope-3-standard

Gibson, L., Ivancevich, M., Donnelly, H., & Konopaske, R. 2012.(14th Edition)
Organizations: Behavior, structure, processes. Homewood, IL: Irwin.

Haake, H. & Seuring, S. 2009. Sustainable procurement of minor items-exploring limits to
sustainability. Sustainainable Development. 17 (5), 284294

52



Halt, L., & Milstein, B. 1999. Global Sustainability and the Creative Destruction of
Industries. Sloan Management Review, 41(1), 23-33

Handfield, B., Walton, V., Seegers, K., & Melnyk, A. 1997. ‘Green’value chain practices in
the furniture industry. Journal of Operations Management, 15(4), 293-315.

Handfield, R., Walton, V., Sroufe, R., & Melnyk, A. 2002. Applying environmental
criteria to supplier assessment: A study in the application of the Analytical
Hierarchy Process. European Journal of Operational Research, 141(1), 70-87.

Handfield, R., Sroufe, R., & Walton, S. 2005. Integrating environmental management and
supply chain strategies. Business Strategy and the Environment, 14(1), 1-19.

Harris, C., & Crane, A. 2002. The greening of organizational culture: Management views
on the depth, degree and diffusion of change. Journal of organizational change

management, 15(3), 214-234.

Huang, A., Weber, L., & Matthews, S. 2009. Categorization of scope 3 emissions
for streamlined enterprise carbon footprinting. Environmental science &

technology, 43(22), 8509-8515.

IPCC, 2013. Intergovernmental Panel on Climate Change. Climate Change 2013: The
Physical Science Basis.  Contribution of Working Group [ to the Fifth
Assessment Report of the Intergovernmental Panel on Climate Change [Stocker,
T., D. Qin, G.-K. Plattner, M. Tignor, K. Allen, J. Boschung, A. Nauels, Y. Xia,
V. Bex and M. Midgley (eds.)]. Cambridge University Press, Cambridge,
United Kingdom and New York, NY, USA, 1535 pp.

Johnsen, T., Howard, M., & Miemczyk, J. 2014. Purchasing and Supply Chain Management:
A Sustainability Perspective. Routledge.

Large, O., & Thomsen, G. 2011. Drivers of green supply management performance:
Evidence from Germany. Journal of Purchasing and Supply Management,

17(3), 176-184.

Lash, J. & Wellington, F., 2007. Competitive advantage on a warming planet. Harvard
Bussiness Review., 85( 3), 94-2014

Lee, H. 2011. Integrating carbon footprint into supply chain management: the case of
Hyundai Motor Company (HMC) in the automobile industry. Journal of

Cleaner Production, 19(11), 1216-1223.

Lee, Y. 2012. Corporate carbon strategies in responding to climate change. Business Strategy
and the Environment, 21(1), 33-48.

Lewin, K. 1947. Group decision and social change. Readings in social psychology, 3, 197-
211.

Matthews, S. H., Hendrickson C., and Weber C. 2008. The Importance of Carbon Footprint
Estimation Boundaries. Environmental Science. Technology. 42, 5839-5842

53



McKinsey, 2008. How companies think about climate change: a McKinsey global survey.
McKinsey Quarterly February

Meehan, J., & Bryde, D. 2011. Sustainable procurement practice. Business Strategy and the
Environment, 20(2), 94-106.

Mentzer J., DeWitt W, Keebler J., Min S, Nix N., Smith C., Zacharia ZG. 2001. Defining
supply chain management. Journal of Business Logistics 22(2), 1— 25.

Mosgaard, M., Riisgaard, H., & Huulgaard, R. 2013. Greening non-product-related
procurement—when policy meets reality. Journal of Cleaner Production, 39,
137-145.

Mosgaard, A. 2015. Improving the practices of green procurement of minor items. Journal
of Cleaner Production. Volume 90, 264-274

Novo Nordisk, 2015. Internal file.

Novo Nordisk, 2014. Novo Nordisk’s environmental profit and loss account. Copenhagen,
Denmark . The Danish Environmental Protection Agency. ISBN no. 978-87-
93178-02-1

Kraljic, P. 1983. Purchasing must become supply management. Harvard business review,
61(5), 109-117.

Kotter, P. 1995. Leading change: Why transformation efforts fail. Harvard business review,
73(2), 59-67.

Pagell, M., Wu, Z., & Wasserman, E. 2010. Thinking differently about purchasing
portfolios: an assessment of sustainable sourcing. Journal of Supply Chain
Management, 46(1), 57-73.

Plassmann, K., Norton, A., Attarzadeh, N., Jensen, P., Brenton, P., & Edwards-Jones, G.
2010. Methodological complexities of product carbon footprinting: a sensitivity

analysis of key variables in a developing country context. Environmental
science & policy, 13(5), 393-404.

Porter, E., & Kramer, R. 2011. The big idea: creating shared value. Harvard Business
Review. Available: http://hbr.org/2011/01/the-big-idea-creating-shared-value

Porter, E., & Van Der Linde, C.1995. Green and competitive: Ending the stalemate.
Harvard Business Review 73(5),120-134.

Robson, C. 2011. Real World Research (3rd ed.) Wiley-Blackwell.
Ronnenberg, K., Graham, E., & Mahmoodi, F. 2011. The important role of change

management in environmental management system implementation.

54


http://hbr.org/2011/01/the-big-idea-creating-shared-value

International Journal of Operations & Production Management, 31(6), 631-
647.

Saunders, M., Thornhill., A., & Lewis, P. 2009. Research Methods for Business Students (5”1
ed.). Harlow: Pearson Education Limited.

Schneider.,, L., & Wallenburg, M. 2012. Implementing sustainable sourcing—Does
purchasing need to change?. Journal of Purchasing and Supply Management,
18(4), 243-257

Scherer, G., & Palazzo, G. 2007. Toward a political conception of corporate
responsibility:  Business and society seen from a Habermasian
perspective. Academy of management review, 32(4), 1096-1120.

Shook, J. 2010. How to Change a Culture: Lessons From NUMMI: MITSloan =~ Management
Review Available: http://sloanreview.mit.edu/article/how-to-change-a-culture-
lessons-from-nummi/

Tanner, R. 2011. Unfreeze, Change, Refreeze: Is This a Child’s Game? Management Is A
Journey. Available: https://managementisajourney.com/unfreeze-change-
refreeze-is-this-a-childs-game/

Tate, W., Ellram, L., & Kirchoff, J. 2010. Corporate social responsibility reports: a thematic
analysis related to supply chain management. Journal of Supply Chain
management, 46(1), 19-44.

Tassabehji, R., & Moorhouse, A. 2008. The changing role of procurement: Developing
professional effectiveness. Journal of Purchasing and Supply Management,

14, 55-68.

Yin, K. 1984. Case Study Research: Design and Methods. Sage Publications, Beverly
Hills, California.

Yin, K. 2003. Case Study Research: Design and Methods. Sage Publications, London.

Van de Ven, H., & Poole, S. 1995. Explaining development and change in
organizations. Academy of management review, 20(3), 510-540.

Wiedmann, T., & Minx, J. 2008. A definition of ‘carbon footprint’. Ecological economics
research trends, 1, 1-11.

Wu, Z., & Pagell, M. 2011. Balancing priorities: Decision-making in sustainable supply
chain management. Journal of Operations Management, 29 (6), 577-590.

INTERNET

CarbonTrust, Measuring Scope 3 carbon emissions, http://www.carbontrust.com
1. Scope 3 indirect carbon emissions, 2015-02-04

55


http://sloanreview.mit.edu/article/how-to-change-a-culture-
http://sloanreview.mit.edu/article/how-to-change-a-culture-
https://managementisajourney.com/unfreeze-change-
http://www.carbontrust.com/

http://www.carbontrust.com/resources/fags/services/scope-3-indirect-carbon-emissions

COP, Communication on Progress, http://www.cop21paris.org
1. About, 2015-02-01
http://www.cop21paris.org/about/cop21/

EPA, United States Environmental Protection Agency, http://www.epa.gov
1. Overview, (2015-26-02)
http://www.epa.gov/climatechange/science/overview.html

UNFCCC, United Nations Framework Convention for Climate Change, http://unfccc.int
1. Essential Background, 2015-26-02
http://unfcce.int/essential background/items/603 1.php
2. Kyoto Protocol, 2015-26-02
http://unfcce.int/kyoto_protocol/items/2830.php

UK CIPS, United Kindom Chartered Institute of Procurement and Supply
https://www.cips.org
1. Knowledge, 2015-02-01
https://www.cips.org/Documents/Knowledge/Tools-templates-
models/Tools/CIPS PSMJargonBuster V2.pdf

Novo Nordisk, Novo Nordisk A/S, http://www.novonordisk.com/
1. climate change, (2015- 02-22)
http://www.novonordisk.com/sustainability/positions/climate-change.html
2. Annual Report 2014 (2015- 02-22)
http://www.novonordisk.com/annual_report 2014.html
3. 20-years-anniversary (2015- 03-21)
http://www.novonordisk.com/content/dam/Denmark/HQ/Sustainability/documents/20-
years-anniversary.pdf
4. Responsible sourcing (2015- 03-21)
http://www.novonordisk.com/sustainability/ourpriorities/responsiblebusiness/responsi
ble-sourcing.html

WHO, World Health Organization, http://www.who.int
1. 10 facts on climate change and health, (2015- 02-26)
http://www.who.int/features/factfiles/climate_change/facts/en/index5.html

WBCSD, World business council for sustainable development, http://www.wbcsd.org
1. Corporate sustainability, (2015-02- 01)
http://www.wbcsd.org/work-program/business-role/previous-work/corporate-social-
responsibility.aspx

PERSONAL COMMUNICATION

Dam Madsen, Peter
Category director, corporate procurement, Novo Nordisk A/S Copenhagen, Denmark
a) 1% interview: 02" May, 2015, face-to-face interview

Fogh Larsen, Lotte
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http://www.epa.gov/climatechange/science/overview.html
http://unfccc.int/
http://unfccc.int/essential_background/items/6031.php
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https://www.cips.org/Documents/Knowledge/Tools-templates-models/Tools/CIPS_PSMJargonBuster_V2.pdf
https://www.cips.org/Documents/Knowledge/Tools-templates-models/Tools/CIPS_PSMJargonBuster_V2.pdf
http://www.novonordisk.com/
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http://www.novonordisk.com/annual_report_2014.html
http://www.novonordisk.com/content/dam/Denmark/HQ/Sustainability/documents/20-years-anniversary.pdf
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Category manager, Meetings and Event’s, corporate procurement, Novo Nordisk A/S
Copenhagen, Denmark
a) 1% interview: 28" of February, 2015, face-to-face interview

Kiss, Anya

Category manager, Travel, corporate procurement, Novo Nordisk A/S Copenhagen, Denmark
a) 1% interview: 28" of February, 2015, face-to-face interview
b) 2™ interview; 1% of May, 2015, face-to-face interview

Liltrop, Jens
Category manager, Travel, corporate procurement, Novo Nordisk A/S Copenhagen, Denmark
a) 1% interview: 28" of February, 2015, face-to-face interview

Lombholt, Ane
Category manager, office supply, corporate procurement, Novo Nordisk A/S Copenhagen,
Denmark

a) 1% interview: 28" of February, 2015, face-to-face interview

b) 2™ interview; 2™ of May, 2015, face-to-face interview
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Appendix

Appendix 1: Examples of activity data and emission factors
(source GHG emission protocol, 2011, 68)

Examples of activity data Examples of emission factors

Licers of fuel consurmed
Kilowatt-hours of electricity consumed
Kilograms of material consumed
Kilometers of distance traveled

L] kg CO, emitted per liter of Fuel consumed
L]

* Hours of time operated

L]

L]

L]

kg CO, emitted per kWh of electricity consumed
kg PFC emitted per kg of material consumed

t CO, emitted per kilometer traveled

kg SF, emitted per hour of time operated

g N,0 emitted per square meter of area

g CH, emitted per kg of waste generated

kg HFC emitted per kg of product sold

kg CO, emitted per unit of currency spent

Square meters of area occupied
Kilograms of waste generated
Kilograms of product sold
Quantity of money spent

Appendix 2: First interviews. Consistency of each indirect spend
category and data

Category Interviewee Position Interview date
Travel Anya Kiss Category manager 28.2.2015
Travel Jens Liltorp Category director 28.2.2015
Meetings and Event’s Lotte Fogh Larsen Category manager 28.2.2015
Office Supply Ane Lombholt Category manager 28.2.2015

Interview guide:
Travel:

Please explain the consistency of following categories. Explain what kind of activities,
services and products and/or materials these categories include:

e (ar Leasing: Car Insurance, Fleet Management, Fuel Cards, Leasing, Maintenance?

e Business Travel: Air Travel , Airline Fees, Airline Others, Airline Tickets?

e Ground Transportation: Coaches, limousine, rail, rental car, taxi, hotel
/accommodation?

e Travel Agencies: Booking and Issuing Of Travel Services, Project Management, travel
Related Consultancy Services, Travel Related IT Systems, and Online Booking Tools

Credit cards:
e How travel spend is divided in credit card spend?

Meetings and Event’s
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Convention and Trade Show Management: Convention and Trade Show Management,
Exhibitions

Event Planning and Meeting Management: Event Planning and Meeting Management
Handling of Healthcare Professionals: Handling of Healthcare Professionals

Meetings & Event Specific IT&AV: Meetings & Event Specific IT&AV

Production Services: Production Services

Office supply

e Furniture: Furniture (For Office, Meeting Room, Canteen, Reception Etc.), Laboratory
Furniture, Storage Furniture, Storage Systems & Maintenance?

e Office Consumables: Bags & Suitcases, Boards, Presents (Gifts, Flowers, Wine Etc.,
Office Supplies?

e Printed matter: Business cards Etc., Printed matter (non promotional)?
e Signs and Printed Matters: Flags, Graphical Products (with NN logo), Labels, Signs,
Signs and Printed Matters, White Goods (Purchase and maintenance)?

Appendix 3: Second interviews. Perceived challenges to
implement change within each indirect spend category studied
in NPR procurement

Category Interviewee Position Interview date Transcript sent
out(first/last
version)
Travel Anya Kiss Category manager 01.05.2015 10.05.2015
Meetings and Event’s Peter Dam Madsen Director 02.05 .2015 10.05.2015
Office Supply Ane Lombolt Category manager 02.05.2015 10.05.2015

Interview Questions:
Warm-u
* What is your professional background and how long you have worked with Novo Nordisk

Sustainability

*  How do you see Novo Nordisk’s Triple Bottom Line (TBL) business principle to being
implemented in indirect spend procurement process specific for your spend category?

* What is the current strategy for your specific procurement category?

o Does current strategy include environmental considerations?

o If yes, what?

* If not, would there be challenges to integrating carbon thinking into current procurement
practices?

*  How would you see the integration of carbon thinking in your specific procurement
strategy to create value for Novo Nordisk?

* How would you see to the existing process to be needed to change to be able to integrate
the low carbon procurement principles into processes?
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* What challenges would you see to make these changes?

Procurement - current practices and tools

* Organizational structure — please, explain briefly how is procurement process of your
specific category is arranged?
o Is the procurement process centralized or de-centralized?

* How do you collaborate with company’s internal stakeholders?
o Do you have guidelines/ training for internal customers to make their purchasing decisions
respect to Travel/Office Supply/Meeting’s and Event?

* How do you conduct initial supplier’s pre-selection?

o What are the key criteria’s you are using for the supplier selection?

o What procedures are used (survey, audit, etc.)?

o Would you see challenges or need to include more selection criteria’s in the supplier
selection process?

o Could selection criteria included in the formal agreements such as (standard, supplier
EMS certified, ecolabels, code of conduct?)

o What kind of supplier contracts do you have?

o What kind of collaboration activities do you have with the suppliers?

o How would you think suppliers would react for the increased selection criteria?

» Data collection and transparency:

o How would you see that information regarding spend data could be improved and what
would you see as challenges to do so?

*  What do you see as a challenge when measuring GHG emissions in you specific spend
category?

Regulatory:

* What are the regulations that are impacting in the Travel/Office Supply/Meeting’s and
Event’s category management?

What kind of challenges would you see in implementing following actions:

Travel:

How would you see the implementation of following “new guidelines” to be received among
internal customers? What Challenges and drivers you would see these methods would create —
cultural and structural?

Travel

* What are the challenges to instruct employees to choose low carbon choice. i.e. instead of
flight, whenever it is possible advising employees to take the train, bus, etc.

* What are the challenges to encourage employees to use LYNC and teleconference instead
of traveling

* What are the challenges to encourage employees to use direct flights

* What are the challenges to introducing the participant quota for conferences
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* There are some barriers to the use of low carbon options i.e. electric cars can’t be used by
sales force due the nature of the need. (relatively short use of mileages compared to
possibilities to recharge and the need to drive from one place to another.)

Cars
* How would you see the implementation of following “hypothetical guidelines” to be
received by internal customers? What Challenges and drivers you would see these methods

would create — cultural and structural?

Meetings and Events:

How would you see the implementation of following “hypothetical guidelines” to be received
by internal customers? What Challenges and drivers you would see these methods would
create — cultural and structural?

* What are challenges to encourage employees to re-consider /evaluate the need of event’s
* What are challenges to train or create guidelines for the internal employees that are
arranging the meetings to integrate carbon considerations into decision-making process?
Decisions regarding factors such as place, venue, management, accommodation.

Office Supply

How would you see the implementation of following “hypothetical guidelines” to be received
among internal customers? What Challenges and drivers you would see these methods would
create — cultural and structural?

» What are the challenges to using/ procure only recycled or FSC?

* What are the challenges to reduce paper use and shift towards paperless office?

* What are the challenges to procure of environmentally friendly products e.g. energy-
efficient machines?

* What are the challenges too for Novo Nordisk to only procure environmental friendly
produced furniture?

* What are the challenges to increasing the user volume and encourage people to use
recycling warehouse?

* What are the challenges to procure only local products e.g. office furniture?

Is there something else related to the topic that was not discussed but you would like to bring
up?
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Appendix 4. Overview of total impacts (Novo Nordisk, 2014, 20)

Novo b_Iordisk 7 o1 1 29 13%
operations

Tier 1 10 58 12 80 36%
Tier 2 3 23 1 27 12%

Tier 3 14 69 4 87 30%

Appendix 5. Spend categorization overview (Source: Novo
Nordisk, Internal file, 2015)
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Appendix 6. Travel: Consistency and categorization

Mowo Mordisk L3

Airline Fees Flight

Airline Others Flight

Airline Tickets Flight

Travel Flight

Travel (From Meeting & Events) Flight

Coaches Ground Transport
Ground Transportation Ground Transport
Limousine Ground Transport

Rail Ground Transport
Rental Car Ground Transport

Taxi Ground Transport
Booking and lssuing Of Travel Services Travel services

Travel Agencies Travel services

Travel Related Consultancy Services Travel services
Hotel/Accommodation Hotel/Accommodation
Hotel (From Meeting & Events) Hotel/Accommodation
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Appendix 7. Meetings and Event’s: Consistency and

categorization

Novo Nordisk L3 New categories
Convention and Trade Show Management Conventions
Exhibition Conventions

AV/IT (Event Planning and Meeting Management) AVAT

Meetings & Event Specific IT&AY AVAT

Handling of Healthcare Professionals Hangdling of HP
Materials (Event Planning and Meeting Management) Materials & production
Production services Materials & production
Management fee (Event Planning and Meeting Management)  |Fee's and misc.

Other cost Fee's and misc.
Conference & Bangueting (Event Planning and Meeting Managen Conference & Bangueting
Transfers Transfers

Appendix 8. Office supply: Consistency and categorization

Mowo Mordisk L3 Mew categories
Furniture Frormitore
Furniture [(For Office, Meeting Room, Canteen, Reception Etc.) Fornituwre
Laboratory Furniture Furnitures
Storage Furniture Furniture
Storage Systems & Maintenance Furniture
Boards Furniture

Bags & Suitcases Textile products
Flags Textile products
Office Consumables Mixed misc.
Presents (Gifts, Flowers, Wine Etc.) Mixed misc.
COffice Supplies Paper products
Business cards Etc. Poper products
Printed matter (non promotional) Paper products
Graphical Products (with MM logo) Paper products
Labels Poper products
Marketing Print (from Marketing) Paper products
Print (from Marketing) Paper products
S5igns Metal products
Signs and Printed Matters Meral products
White Goods (Purchase and maintenance) Mertal products
Print Management Companies (from Marketing) Maketing services
Printing Companies (from Marketing) Muaketing services
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Appendix 9: Figure 2. Scope 1, 2, 3 GHG protocol emissions

(Source: GHG protocol, 2011)
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