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Abstract

Sustainable development requires companies to do their part. Managers are central to the
partaking of sustainability in their organizations, having responsibility towards internal and
external stakeholders to ensure the organization's long-term survival while being mindful of
other things than maximizing profit. SMEs face additional challenges than their multinational
counterparts making it more difficult to enforce sustainability within their organizations. The
pharmaceutical industry, being one of the most unsustainable industries, has yet to introduce
sustainability as a source of creating value in a standardized way. Previous literature has shown
that having a sustainable approach can have a positive impact in creating value for organizations.
Focus is on managers and their role towards driving sustainability initiatives and improving
companies’ performance. Therefore, it is important to get an understanding of how managers in
SMESs, within the pharmaceutical industry, are acting in order to foster such sustainable
initiatives, making it the purpose of this research. Based on a qualitative single case study of an
SME in the pharmaceutical industry, this research utilizes semi-structured interviews with
managers to gather the needed information in order to better understand their sustainability
approach. The findings provided additional understanding within the areas of sustainability
practices, management, stakeholder engagement and communication, sustainability investment
and profitability. Moreover, contribute to the field by offering practical guidance and examples

for driving sustainability, fostering innovation, and creating a sustainable future.

Keywords: sustainability management, sustainability commodification, sustainable innovation,

stakeholder engagement, stakeholder communication, strategic integration, core operations.
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1. Introduction

The private sector plays a crucial role in driving economic growth (Jamali & Mirshak, 2007,
Chandler, 2020). Particularly, for-profit firms excel in effectively utilizing scarce resources and
achieving the necessary scale to bring about significant positive change and improve living
standards (Chandler, 2020). Consequently, societies that foster greater freedom for these
companies tend to witness more innovation and advancement compared to societies that impose
limitations (Chandler, 2020). It is important for corporations, as key contributors to economic
growth, to fulfill their responsibility by acting in an equitable and sustainable manner (Jamali &

Mirshak, 2007).

Sustainability and sustainable development are widely understood as “meeting the needs of the
present without compromising the ability of future generations to meet their own needs.”
(WCED, 1987). As such, society has an obligation toward future generations to leave the planet
in a similar state (Chandler, 2020). Acknowledging the influence that corporations have, it is
impossible to have sustainable development without the sustainable development of corporations
(Schaltegger, Liideke-Freund, Hansen, 2012). Although many for-profit corporations have
acknowledged this and have made it central to their offering, many still view sustainable
development in general and corporate sustainable development in particular as a cost that does
not create value for corporations (Lampikoski, Westerlund, Rajala, and Mdller, 2014; Nidumolu,
Prahalad, Rangaswami, 2009). However, not only can greening help create value (Lampikoski et
al., 2014), but corporations with time will be required to reshape their value chains as a result of

the ongoing environmental changes (Howard-Grenville, Buckle, Hoskins, George, 2014).

Nevertheless, corporations demonstrate a clear understanding of their role and employ various
measures to address sustainability concerns (Baumgartner & Rauter, 2017). Among these
measures, Corporate Social Responsibility (CSR) stands out as a well-known concept. While
CSR can potentially contribute to sustainable development by providing incentives for socially
responsible actions, its impact remains limited (Moon, 2007). In essence, CSR often serves as a
communication tool, employed to position the corporation and shape brand perception primarily

through annual sustainability reports (Lindgreen & Swaen, 2010). However, as Min,



Desmoulins-Lebeault, and Esposito (2017) suggest, CSR could achieve much greater success if it

is aligned with corporate strategy and integrated into daily activities.

Sustainability should be treated central to core operations, in which it is not viewed as something
in the periphery of the organization as it is seen in CSR but rather opposite to it as Porter and
Kramer claim. Nevertheless, it is an integral part of value proposition and value creation much
like Chandler (2020) argues in his sustainable value creation framework. Yet while Chandler
(2020) offers a strong argument, the practical aspect of introducing and implementing his
principles leaves more to be asked. Lampikoski et al. (2014) introduce value-creation strategies
for “green innovation games" that consider different underlying logical and organizational
barriers while emphasizing corporate development. Also explaining what managerial roles are
needed depending on the specific green innovation game in order to help abandon current
old-fashioned beliefs and infusing corporate objectives with corporate sustainability. However,
Lampikoski’s et al. (2014) study primarily focuses on large sustainability leaders like Nike and
IBM, raising questions about its applicability to small and medium enterprises (SMEs). In fact,
the lack of literature specifically directed toward sustainable value-creating managerial practices

for for-profit SMEs shows a weakness in the current literature that needs to be further explored.

1.1. Problematization

The pharmaceutical industry is one of the most unsustainable industries in the world (Belkhir &
Elmeligi, 2019). For context, the pharmaceutical industry is a more emission-intensive industry
than the entire automotive industry (Belkhir & Elmeligi, 2019), being very resource intensive
both upstream and downstream (Richie, 2022). Upstream processes like drug research and
manufacturing come with high energy costs, while costs associated with transportation for
distribution also have a negative impact. The downstream, on the other hand, is focused on drug
prescribing practices (Richie, 2022). As such, the pharmaceutical industry is unsustainable and
due to the size of the industry and the negative impact that it currently has on the environment, it
is troubling for society as there is a lack of concern towards sustainability and sustainable
development. While pharmaceutical industry companies take part in voluntary sustainable
initiatives and have been for some time, there are still high-profile ethical lapses (Schneider,

Wilson, & Rosenbeck, 2010). Unlike in other traditionally unsustainable industries,



pharmaceutical companies have a certain ethical responsibility toward society by providing
affordable drugs to those who need them (Nussbaum, 2009). Yet, as patients are wanting cheaper
drugs, research, and development processes are facing challenges to make it possible (Federsel,
2006). Thereby, leveraging sustainable practices is needed to respond to these challenges,
especially so for SMEs. However, Burlea-Schiopoiu and Mihai (2019) state that SMEs have
access to fewer resources, and, as a result, are more vulnerable to the current hypercompetitive
business environment than MNCs (Troise, Corvello, Ghobadian, & O'Regan, 2022).
Consequently, managers within such SMEs have an immense responsibility and play a key role
in handling such challenges, notwithstanding the fact that there are few tools and little research

made on how these managers should handle the situation they are in.

1.2.  Case Study

The case study is based on a local pharmaceutical company named Red Glead Discovery (RGD),
a for-profit SME whose primary focus is to drive and execute integrated drug discovery projects
in a laboratory-based setting (Red Glead, n.d.a). Red Glead Discovery is determined to achieve
more sustainability in their drug discovery process as aligned with its mission of “better health
for people and planet” (Red Glead, n.d.b). With that, RGD poses an interesting case as the
company has seemingly found a way to integrate sustainability into its value creation practices
and address the aforementioned problem. Therefore, a more in-depth analysis of how the

management of RGD has installed this change is called for.

1.3.  Significance for Strategic Management

Knowing how important sustainability and sustainable development are, not just for society at
large, but also for for-profit corporations to use as a central objective to help develop
competencies that create long-term value (Nidumolu, Prahalad, & Rangaswami, 2009), a better
understanding of the managerial processes and strategic management at RGD could help other
for-profit SMEs gain a better understanding of how they can utilize sustainability to create value
at the core of their operations. In that sense, studying RGD would not just add substance to

science, but it will help managers of companies that face similar barriers gain an understanding



which can help them implement similar managerial practices to create sustainable value for their

companies.

1.4. Purpose Statement and Research Question

The purpose of this research is to understand how managers in SMEs within the pharmaceutical
industry can integrate sustainability into their company in a manner that creates value while
integrating sustainable practices in a way that continues generating profit, both now and in the
future. As such, there is a scientific need since the literature regarding how managers in SMEs
within the pharmaceutical industry should go about this is lacking. Yet, there is also a practical
need since there is an opportunity for SMEs to use sustainability to create value to survive in the
short-term and succeed in the long-term, while simultaneously contributing to something bigger

than themselves. As a result, the following research question was chosen:

How can managers within SMEs in the pharmaceutical industry help foster an adaptation of
sustainability into business operations in order to create sustainable value which generates

profitability for the company, while also being mindful of the next generation?



2. Literature Review

2.1.  Development of Sustainability in Companies

It is impossible to have sustainable development in society without the sustainable development
of corporations (Schaltegger, Liideke-Freund, Hansen, 2012). Thereby, corporations are not just
contributing to sustainable development on an organizational level but rather on a far greater
stage (Evans, Fernando, and Miying Yang, 2017), as their activities are shaping the future

development of the economy and society at large (Schaltegger, Liideke-Freund, Hansen, 2012).

In 1987, the World Commission on Environment and Development (WCED) published a report
called “Our Common Future” (later referred to as the “Brundtland Report”) which defined
sustainable development as “meeting the needs of the present without compromising the ability
of future generations to meet their own needs.” (WCED, 1987). Moldan, Janouskova, and Hak
(2012) differentiate between sustainability and sustainable development establishing that
sustainability is a system property that refers to quality, while sustainable development is related
to humans' entitlement to a healthy and productive life in harmony with nature (Moldan,

Janouskova, and Hak, 2012). Nevertheless, the two concepts are fundamentally similar.

Sustainable development measures sustainability by integrating the three dimensions of
economic, environmental, and social sustainability (Elkington, 1997). Economic sustainability
involves the maintenance of capital or keeping capital intact (Goodland, 1995). In terms of
economic sustainability, firms must manage several types of economic capital, including
financial capital, tangible capital, and intangible capital (Dyllick & Hockerts, 2022).
Environmental sustainability involves safeguarding human welfare by protecting sources of raw
materials and ensuring that the capacity to deal with human waste products is not exceeded
(Goodland, 1995). Social sustainability, as defined by Goodland (1995), requires systematic
community participation and a strong civil society. It also requires maintenance and
replenishment by shared values and equal rights to prevent it from depreciating like physical
capital. Dyllick and Hockerts (2022) define corporate social sustainability as adding value to the

communities within which companies operate by increasing individual and societal human



capital. Companies that manage social capital effectively can ensure that stakeholders understand

their motivations and can broadly agree with their value system (Dyllick and Hockerts, 2022).

The pharmaceutical industry is a sector that is considered to have a high impact on the
environment and society, having to deal with fundamental global issues in environmental
contribution (De Lucia, 2021). Milanesi, Runfola, and Guercini (2020) mention some challenges
that the pharma industry faces and that is the basis for future research such as social
sustainability with more access to medicines, innovative solutions in terms of waste
management, and the relationship between innovation and sustainability. Additionally, there is a
need for the pharmaceutical industry to change its business model in order to overcome the high

R&D expenditures and move towards sustainable innovation management (De Lucia, 2021).

2.2. Approaching Value Creation Through Corporate Social Responsibility

Corporate Social Responsibility (CSR) is one of many approaches that corporations use to
manage sustainability (Baumgartner & Rauter, 2017). While CSR has no exact definition, it can
be understood as the actions of a corporation that include, yet go beyond the corporation itself
and are of voluntary nature (Nussbaum, 2009; Kotler & Lee, 2005; Vogel, 2005). At the core of
CSR, “is the idea that corporations should transition from a state of mere compliance to a mode
of engagement, from harm minimization to value creation” (Jamali & Mirshak, 2007, p. 244).
This is also connected with the idea that the private sector is the dominant creator of growth, and
has an obligation to contribute to economic growth and opportunity, equitably and sustainably
(Jamali & Mirshak, 2007; Chandler, 2020). CSR has created increasing attention to ethical and
responsible business practices in general (Jamali & Mirshak, 2007), yet the pharmaceutical
sector has “particular ethical responsibility towards the public” (Nussbaum, 2009, p. 67) as it is
tasked with providing affordable drugs to those who need them. Nussbaum (2009) argues that
pharmaceutical companies are currently not fulfilling such ethical responsibility and might need

to review how they do business to be able to do so.

Knowing the attention put to ethical and responsible business practices among various
stakeholders no company can completely disregard CSR (Jamali & Mirshak, 2007). However,

the motivation behind why a company chooses to be “responsible” might vary between



companies. Vogel (2005) argues, there are “many reasons why some companies choose to behave
more responsibly in the absence of legal requirements. Some are strategic, others are defensive,
and still others may be altruistic” (p. 2). However, Kotler & Lee (2005) argue that the idea of
CSR as being beneficial to the company is what is driving the interest, with Siegel and Vitaliano
(2007) even stating that a “firm is hypothesized to engage in CSR if it anticipates benefits greater
than costs” (p. 7). And as the motivation for being responsible might vary from firm to firm, so
do the actions in which they engage with it as “CSR is difficult to generalize across firms as they
have differing social, environmental and ethical impacts for which they may be held responsible”
(Moon, 2007, p. 297). Still, CSR is commonly used as a communication tool to help present the
brand to stakeholders often through annual reports or specific sustainability reports (Lindgreen &
Swaen, 2010). However, Siegel and Vitaliano (2007) state that such annual reports can just as
well be seen as a form of advertisement, sequentially claiming that while they could be useful,

they are also arguably biased.

While contested by some, CSR has a stakeholder focus (Ebner & Baumgartner, 2006; Castelo
Branco, & Lima Rodriques, 2007) and even can be seen as a new stakeholder approach (Ebner &
Baumgartner, 2006) or as two separate, yet overlapping and intertwined concepts (Freeman &
Dmytriyev, 2017; Carroll, 1999; Kakabadse, Rozuel, & Lee-Davies, 2005). Either way, “the
conceptual enlargement brought by stakeholder’s theory has led to identify CSR as a value
driver” (Bosch-Badia, Montllor-Serrats, & Tarrazon, 2013, p. 12), which not only can create

value for just the company and its shareholders, but for multiple different stakeholders.

In Min, Desmoulins-Lebeault, and Esposito’s (2017) study they conclude that CSR can add value
to corporate performance in the pharmaceutical industry, yet for that to happen, senior
management needs to embrace it by aligning it with the company’s day-to-day operation.
Integrating it into the core business allows for a greater sustainable impact and uses CSR actions
to create value which has a positive impact on the company’s profitability (Min,
Desmoulins-Lebeault, and Esposito, 2017). Their study also points out that this is not something
that is exclusive to large pharmaceutical companies, but that it is something that all companies
no matter their size should pursue. Thereby, while the motivation to implement CSR can be of an
altruistic nature (Vogel, 2005), companies in the pharmaceutical industry should integrate it into

their strategy and into their day-to-day activities for it to have the most success (Min,

7



Desmoulins-Lebeault, & Esposito, 2017). However, it is not a must, as such is the nature of CSR.
In other words, while CSR can be seen as an approach that has the ability to be used to create
sustainable value when connected to a greater sustainability strategy and the company’s core
business objectives (Min, Desmoulins-Lebeault, and Esposito, 2017) it can just as well be an
approach which aims at helping to position the company and its brand, performing more of a
marketing function than contributing to any large sustainability initiative (Siegel and Vitaliano,

2007; Lindgreen & Swaen, 2010).

2.3.  Creating Shared Value vs Sustainable Value Creation

Porter and Kramer (2011) claim that we have become fixated on social responsibility in the sense
that companies try to address social issues that are at the periphery of their business and not at
the core of it. They also argue that companies should use the principle of shared value which
they explain involves creating economic value in a manner that also creates value of society by
addressing its needs and challenges. As such, Porter and Kramer (2011) introduce the concept of
Creating Shared Value (CSV) and argue that it should supersede CSR as they believe that CSR
focuses mainly on the reputation of the company and often has little connection to the operation
of the company. Explaining further that CSV is not about social responsibility, or, for that sake,
even sustainability, but should be understood as a new way of achieving economic success with

the purpose of shared value and not just profit.

The similar-sounding Sustainable Value Creation (SVC), on the other hand, has a large scope as
it is an extension of the traditional understanding of value creation developed in various fields
such as corporate sustainability, sustainable and social entrepreneurship, and sustainable business
model research (Liideke-Freund, Romana Rauter, Gjerdrum Pedersen, and Nielsen, 2020). As
such, studies into the various fields suggest different ways in which companies and managers can
create sustainable value. For example, Vincenza, Ciasullo and Troisi (2013) show how SVC can
be integrated into corporate strategy and, Achtenhagen, Melin, and Naldi (2013) and
Freudenreich, Liideke-Freund, and Schaltegger’s (2020) studies explain how the use of business
model frameworks can be used to create sustainable value, yet in two different ways where
Achtenhagen, Melin, and Naldi's (2013) framework is more internally focused as the capabilities

of the company are the focal point, while Freudenreich, Liideke-Freund, and Schaltegger’s



(2020) focus is less on the internal aspects of the company more on the external elements with a
focus on stakeholders. Furthermore, Hussinki, Kianto, Vanhala, and Ritala (2019) highlight the
company's intellectual capital, arguing for its centrality in creating sustainable value. Even
Though such studies all offer a good understanding of how SVC can be done individually,
Chandler (2020) offers a more comprehensive approach to SVC by introducing ten principles for
companies and managers to follow to create sustainable value and even defines it as: “the
incorporation of a holistic CSR perspective within a firm’s strategic planning and core operations
so that the firm is managed in the interests of a broad set of stakeholders to optimize value over

the medium to long term” (p.102).

Chandler (2020) explains that profit is central to SVC. The reason is that it is the best
measurement for value and, as such, argues that the profit, defined as “profit = total value”, that a
company generates is the best way to measure its value as the economic value cannot be separate
from other kinds of values. By believing that could be, one misunderstands what profit is and
how it is generated. Instead, the profit that a company makes “represents the total value added, to
all stakeholders, as a result of ongoing operations” (Chandler, 2020, p. 61). Moreover, he
explains the role of the for-profit firm and its importance as the main source of innovation which
allows society to progress, either by coming up with an innovation or converting an innovation

made by others.

Due to its similarity to Porter and Kramer’s CSV, Chandler (2020) explains that it is not
connected to “philanthropy” but rather to day-to-day operations. However, the difference
between the two lies in the focus of the firm and the relevance to core operations. In other words,
Porter and Kramer (2011) view charitable goals and operational goals as equally important
stressing economic success through shared value and not just profit, and as such argue that a
for-profit company should be more like nonprofit organizations or government agencies than a
for-profit company. However, since profit is arguably the most important aspect of a for-profit
company as it is the reason for its existence, Chandler (2020) opposes this. As such, while
Chandler (2020) allows for a holistic understanding of a for-profit company and its managers
should in general terms conduct business to create sustainable value he does not give any

instructions on how to practically do it.



2.4.  Managing Value Creation Sustainably

By studying sustainability leaders, their competitive strategies, and managerial roles, Lampikoski
et al (2014) created a road map for value-creation strategies for green innovation. The authors
explain how corporate sustainability can foster environmentally friendly innovation and what
types of managerial roles are needed, as well as activities needed to enable the transformation. In
the road map, they present four green innovation games named the Rationality, Collaboration,
Radical, and Clarity game, with different value logics and barriers that may support managers
while decision-making in terms of sustainable innovation. Within the green innovation games,
they also introduce three managerial roles, the Unlocker, the Connector, and the Transformer,
which are all needed in order to play the games and enable transformation in the companies.
Additionally, when presenting and accounting for their research, Lampikoski et al. (2014) found
that such green innovations were generally based on a combination of partner resources,
capabilities, and intellectual capital. A claim that aligns with previously mentioned studies that
stress the central role of co-creation (Freudenreich, Liideke-Freund, and Schaltegger, 2020), the
utilization of capabilities (Achtenhagen, Melin, and Naldi, 2013), and the importance of great

intellectual capital (Hussinki et. al 2019) to create sustainable value.

While Lampikoski et al. (2014) help explain how sustainability leaders have utilized their efforts
in corporate sustainability to help drive advancements in environmentally friendly innovations
and what managerial roles are needed to enable such transformation, it is unclear how SMEs can
do the same. Lampikoski’s et al. study is not aimed at large corporations specifically, however,
it's difficult to understand how SMEs should be able to follow in the same tracks as the large,
sustainability leader of its industry. Especially so when they explain that the barriers to moving
from evolutionary innovation to revolutionary innovation are lack of funds and skills, lack of
permission to try and fail, and inadequate conditions. To start “playing” the radical game and
pursue revolutionary business practices, the barriers seem too high for SMEs. Troise et al. (2022)
explain that SMEs are more vulnerable in the current hypercompetitive business environments
due to the lack of resources, yet still believe innovation to be central to the survival and success
of SMEs, and argue for the integration of digital technologies into the daily practices of the

organization to become more agile. As such Troise’s et al. (2022) study focuses more on

10



ensuring survival by becoming agile enough to be able to handle whatever obstacle might be

next.

Similar to this, Pertuz and Pérez (2021), present a study on innovation management practices in
SMEs worldwide and conclude that only 1,5% of innovation management practices concerns
“measuring the impact of innovation” as the authors label it. That includes managing
environmental impact, developing environmental-friendly products, acquiring new technologies
related to the sustainability strategy, working proactively to improve social and community
impact, and others (Pertuz and Pérez, 2021). In comparison, 13,11% is associated with
implementations of changes or improvements in products or processes, and 8,24% corresponded
to practices related to the implementation of technology in the innovation process (Pertuz and
Pérez, 2021), much like what Troise et al. (2022) argue for. Therefore, it is clear that
sustainability does not play a big role in managerial innovation practices in SMEs, and as such,
in the process of creating value. While a misbelief that sustainable management innovation
practices make companies less competitive, in a sense that it only poses a cost and does not
create value, is still common (Nidumolu, Prahalad and Rangaswamy, 2009; Lampikoski et al.,

2014), it is unlikely the main reason for this.

Burlea-Schiopoiu and Mihai’s (2019) state that access to fewer resources among SMEs, whether
that be human, financial, physical, etc., presents a real challenge in order to implement a general
sustainability strategy and sustainable-driven innovation practices. Yet, their quantitative study
shows a positive association between the amount allocated to sustainability factors and the profit
generated by SMEs. As such, Burlea-Schiopoiu and Mihai’s (2019) study helps underline that
sustainable investments can clearly help create value, more specifically, profit. This is important
as profit is central to the survival of the firm and is unarguably the main purpose of the for-profit
firm (Burlea-Schiopoiu and Mihai, 2019; Chandler 2020). Thereby, while this helps underline
that sustainability can create value through profit to help ensure survival and success for SMEs,
the role of managers in creating such sustainable value within SMEs and how they can help
foster such integration still needs to be further investigated as the current literature on the area is

lacking.
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3.  Methodology

To better understand how this thesis intends to address the research question and the overall
purpose, a general understanding of the methodology used, the reasoning behind it, and its
limitations is needed. Thereby, the chosen methodology will be presented, and additionally, we
will present the pros and cons associated with it, along with the limitations and the validity and

reliability of the study itself.

3.1.  Research Approach and Design

Leavy (2022) explains that “research methods should be selected on the basis of their ability to
best address your research purpose and... to help answer your research questions” (p. 93-94).
Consequently, researchers should pick the research method that will be the best support in
producing the information which is sought after. While such logic is easy to comprehend,
actually finding the best research method is arguably far more difficult. Yet, a qualitative
research approach has been decided upon as the best option due to the fact that there has been
little research made on the specific area and because the variables are not previously known
(Creswell and Creswell, 2018). Moreover, the research question is inductive as it aims at

understanding:

How can managers within SMEs in the pharmaceutical industry help foster an adaptation of
sustainability into business operations in order to create sustainable value which generates

profitability for the company, while also being mindful of the next generation?

Thereby, it is highly suited for a qualitative research approach (Leavy, 2022). Nevertheless, while
the fact that there has not been a lot of research made on the specific area does not necessarily
reject a quantitative or a mixed approach, the lack of previously known variables arguably does.
However, as Leavy (2022) explains, a general approach such as qualitative research should be
understood as an umbrella term for numerous strategies for conducting the research. When it
comes to the specific strategy of inquiry, a single case study has been decided on for the
following reasons. To start with, it offers flexible design, yet will allow for in-depth analysis of

the chosen company and the managing individuals (Creswell and Creswell, 2018; Kothari,
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2004). Moreover, it offers meaningful characteristics of real-life events, such as organizational
and managerial processes, this is because it utilizes various forms of evidence which can help
understand the underlying complexities (Yin, 2009; Gummesson, 1991). As a research design, it
gives the flexibility to incorporate different forms of evidence which can provide a holistic, yet
in-depth analysis of the company, its individuals, as well as its organizational and managerial

processes which are essential to answer the proposed research question.

While case studies offer valuable mechanisms that can help not just the focal organization, but
help create a shared understanding, there is still an apprehension towards the generalization of
the findings from case studies, pointing out the lack of external validity in case studies,
especially in single case studies (Mariotto, Zanni, and Moraes, 2014). Yet, Yin (2009) explains
that the researchers' “goal is to expand and generalize theories (analytic generalization) and not
to enumerate frequencies (statistical generalization)” (p. 15). Which leads to researchers
generalizing findings in the case to theory. Moreover, Gummesson (2006) explains that single
case studies of this sort are not just important but rather required to be able to deal with

complexity, context, and persona as statistical methods are unable to.

3.2.  Choice of Case Company

Having explained our chosen approach and research design, a closer look at the chosen case
company, and with that, an explanation on what basis it was selected is required. The chosen
company, Red Glead Discovery (RGD), is a for-profit SME, founded in Lund, Sweden, that
operates in the pharmaceutical industry and focuses on drug discovery projects in a
laboratory-based setting (Red Glead Discovery, n.d.a). In addition, RGD has a clear sustainable
approach to their business with a mission of providing “better health for people and planet”,
while experiencing exponential growth and high profitability (Red Glead Discovery, n.d.b; Red
Glead Discovery, n.d.a). As such, RGD as a case offers a good fit to the need criteria associated
with the general purpose of the study and the aim at answering the aforementioned research
question. This being that it is an SME that operates within the pharmaceutical industry which, in
comparison to the industry at large, has put an effort towards sustainability by incorporating it

into the company’s mission. Yet, most importantly, as it checks these boxes, presents an
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opportunity to learn more about how RGD, or rather its management, helps foster an adaptation

of sustainability into the business operations in a manner that seemingly is generating profit.

3.3. Data Collection

To collect the data, we have used semi-structured in-depth interviews and annual reports
containing financial statements between the years 2015 to 2022. All in all, two interviews with
managers in different positions within RGD have been conducted. Having multiple interviews
with managers who have different tasks within the company allows us to gain a holistic view and
an overall better understanding of their overall impact which is central to the study. The
semi-structured interviews have been conducted by both researchers over video call through
Google Meet as opposed to face-to-face researchers. The benefits of using video call instead of
face-to-face interviews, as Gray, Wong-Wylie, Rempel, and Cook (2020) explain is that it allows
for accessibility for all parties as logistical and geographical factors do not present a barrier; with
that offering “cost effectiveness without compromising a meaningful connection with the
participants” (Gray et. al, 2020, p. 1297). This is important to take into consideration, especially
since Kothari (2004) explains that the need for a research design, in the first place, is to ensure
making “research as efficient as possible yielding maximal information with minimal

expenditure of effort, time and money” (p.32).

Naturally, conducting qualitative interviewing in such a manner also offers some barriers in
comparison to traditional face-to-face interviews. For example, it does assume that the
participants have a fair understanding of technology and how to use Google Meet. In this study,
however, it was never considered a barrier as both interviewees had ample knowledge of it.
Instead, what was brought up as a potential barrier was that interviewing via video call can make
it more difficult to understand the interviewees body language and emotional cues (Gray et. al,
2020). As such arguments could be made that limit us from, as Kothari (2004) puts it, yielding
maximal information. Yet, while conducting interviews via video call could potentially lessen the
ability to understand body language and emotional cues, such potential difference is not likely to

impact the reliability, and as such, it is unlikely to have any impact on the outcome of the study.
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Gray et. al (2020) also offers a list of recommendations for researchers who decide on
conducting qualitative interviewing via video call, and some of them we decided to use. For
example, as per their recommendation, the video call program was thoroughly tested, and backup
plans associated with internet or recording issues were put in place. Moreover, we used an Al
application called Otter.ai, which automatically records and transcribes the interviews directly
from the meeting link. As Leavy (2022) explains, this type of technology will likely help save
time and effort, yet still needs to be thoroughly reviewed. The same meeting link was emailed to
the participants at least 24 hours prior to the interview, along with an interview guide to help the
participants gain a better understanding of what questions would be asked. However, as we use
semi-structured interviews, follow-up questions, as well as other questions, were asked. During
the interview, notes were kept as an additional backup source of information. On average the

interviews lasted one hour and thirty minutes.

Table 1 - List of respondents of semi-structured in-depth interviews. (Created by authors)

Position / Company Name Interview Method Citation
Executive Vice-President / | Martina Kvist Google Meet Kvist, 2023 /
Red Glead Discovery Kvist
Head of Medicinal Magnus Bergner | Google Meet Bergner, 2023 /
Chemistry / Red Glead Bergner
Discovery

3.4. Data Analysis

In order to make sense of the different data collected, the interview transcriptions and the
company’s annual reports need to be further analyzed (Creswell & Creswell, 2018). In simple
terms this is done by segmenting and taking apart the data collected to, later on, put it back
together (Creswell & Creswell, 2018). Creswell and Creswell advise researchers to view such
qualitative data analysis as a process divided into five steps, which this study will follow. They
explain that the first step focuses on preparing the data for analysis by, for example, transcribing
the interviews, optically scaling material, and sorting and arranging data into different types. In
step two they explain that the researcher should start to read through the material to get a general

sense of the data and start to reflect on it. As such, in this step, researchers try to gain an
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understanding of the ideas communicated by the participants but also reflect on the depth and
credibility of the information collected in general. The third step is when researchers start to
“code” the data, in other words, taking the gathered data, and segmenting sentences into
categories that preferably are labeled based on the language used by the participants. Step four,
on the other hand, is about generating a description and themes with the use of the coding
process. Creswell and Creswell explain that a description is detailed information on people,
places, or events in a setting. Moreover, generating themes through coding will construct the
major findings in qualitative research. Lastly, step five, talks about representing the description
and themes in the qualitative narrative. They explain that this is most commonly done through a
narrative passage that presents the findings of the analysis, something that in our case will be

done by discussing the interconnections of the themes.

As mentioned previously, part of the data analysis requires a coding process. In this case, a
general inductive approach for qualitative data analysis was used (Thomas, 2003). The inductive
approach is used to 1) condense raw text data into a brief summary format, which applies to this
research as the interviews are transcribed as raw data; 2) establish links between the research
objectives and the findings that come from the analysis of the raw data; and 3) develop a model
that can structure the raw data (Thomas, 2003). As can be seen, the inductive approach is
“straightforward” and provides researchers with a brief non-technical set of data analysis
procedures. After the data is coded, the interview segments will be analyzed into themes and
similarities between the subgroups of the themes will be explored as well. As such, the coding
scheme starts with a brainstorming process to match the text obtained in the interviews and
document analysis with key words to be able to find and locate information. After this, the words
are simplified into groups of words with specific “more general” topics that are mentioned in the

data, and finally, keywords that are grouped together and form the entire analysis.

Baskarada (2013) states that qualitative analysis can be seen “as both the most difficult and the
least codified part of the case study process” (p. 10). As such, while Creswell and Creswell
(2018) urge researchers to apply their aforementioned sequential steps, it is not a must. Yet,
needless to say, researchers need to properly analyze the data since, if it is not done correctly, it

can lead to unjustified conclusions (Baskarada, 2013).
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3.5. Validity and Reliability of the Study

While the text has previously touched upon concerns in regard to the validity and reliability of
the study, there is a need for a closer observation of it as well as the procedures undertaken to try
to ensure it. When it comes to the research design, it is intended to “represent a logical set of
statements” and as such it can be judged as “the quality of any given design according to certain
logical tests” (Yin, 2009, p. 40). The tests to assess such quality in research are commonly
known to be: construct validity, internal validity, external validity, and reliability. Yin (2009)
explains that researchers need to pay attention to all of them. However, since this case study is
not an explanatory case study, internal validity does not pose a concern (Yin, 2009). Construct
validity, however, does pose a challenge as it only “occurs when investigators use adequate
definitions and measures of variables” (Creswell & Creswell, 2018, p. 328), something critics
argue case study researchers often fail to do and that subjective judgment is used to collect the
data (Yin, 2009). In order to address this and increase construct validity, the study will use
multiple sources of evidence, as mentioned before, which will allow for convergent lines of
inquiry (Yin, 2009). This is supported by Thomas (2003) which refers to “triangulation within a
project” as a technique to address trustworthiness, which will be done by applying the same

interview guide during the interviews that will be conducted.

External validity refers to the problem associated with knowing if the findings are generalizable,
in other words, applicable to use outside the case itself (Yin, 2009). And while the
generalizability of case studies is often criticized, along the lines previously discussed, it boils
down to the fact that case studies rely on analytical generalization and not statistical
generalization. As such, this study is striving for generalizing a set of results that can be applied
to a border theory (Yin, 2009). Meaning, that this study will not support statistical generalization,
nor does it aim to do so. When it comes to reliability, the test’s objective is to ensure that if
researchers would conduct the same case study, they would end up with the same findings and
conclusion (Yin, 2009). Thereby, the aim is to avoid biases and errors. Central to this is having
good documentation of procedures taken, with Yin (2009) explaining that researchers need to
think of their documentation similarly to an accountant since they are aware that they can be
audited and need to conduct their business in a manner that an outsider could be brought in and

reach the same result.
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3.6. Ethical consideration

Finding a research topic that has potential value or significance became a main concern while
deciding on which topic to focus the research on (Leavy, 2022). In this case the proposed
research is focused on sustainability and managerial impact, which potentially benefits SMEs in
currently unsustainable or sustainable industries. The study, as well as impacting stakeholders
such as society in general and the environment, will also promote new studies into the topic of
profitability and sustainability, as well as possible social and industrial change within
organizations. Additionally, the company, which the case study is done with, will benefit from

the findings as they will be able to read the thesis and take advantage of the results.

Ethical consideration is important since researchers have an obligation towards participants to
respect their needs, rights, and values (Creswell and Creswell, 2018). Participants from the
company were selected and informed about the time commitment that was required for the
research. Additionally, the researchers established ethical parameters in order to not affect the
company and people that are being interviewed. Firstly, the objectives of the study were clearly
explained to the participants to ensure that they gain an understanding of the study. Furthermore,
written transcriptions and interpretation, along with a draft will be made available to the
participants and were made with their previous consent. Moreover, the participants were
contacted requesting if they would want to be referred to anonymously or not in writing
(Creswell and Creswell, 2018); nevertheless, when asked during the interviews how they wanted
to be cited, the participants mentioned to be cited as it worked best. It is good to clarify that the
participants received the interview guide beforehand and all the information that was collected
was delivered freely and without judgment. After having interviews with the company
representatives, further contact was established in order to clarify information and to thank them

for their participation.

The possible ethical issues that could be present in the study were reviewed according to
Cresswell and Cresswell (2018). Additionally, the researchers guaranteed no presence of ethical
mishaps. The handling of the collected data will be done strictly by the researchers and for the

sole purpose of the study. The interview guide, notes and transcripts will only be shared between
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the researchers of the thesis as well as the participants names and comments. To avoid any data

anomalies, two interviews were considered for data reliability and validity.
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4. Red Glead Discovery (RGD) Case Study

4.1.  Description of the Company

Red Glead Discovery (RGD) was founded in 2011 by eight scientists, specialists in drug
discovery and research, who were previously employed by Astrazeneca (Red Glead Discovery,
n.d.a). As Astrazeneca’s research facility in Lund was disbanded, they started to think about what
they could do after the termination of their employment contracts and decided to use their
competence as a team and offer their services to new customers, making way for RGD (Red
Glead Discovery, n.d.a). Their current service value is to offer lab-based services related to
medicinal chemistry, fragment screening, computational chemistry, peptide chemistry, assays and
screening, NMR spectroscopy, and ADME and analysis (Red Glead Discovery, n.d.c). These
services are where chemical molecules are designed, tested, analyzed and then developed into
potential drugs that can be tested in clinical trials. Additionally, RGD impulses efforts to ensure
that everyone has access to high-quality medicine and technology, making them a relevant
company regarding sustainability. RGD includes sustainability in their value proposition, which
is to improve people's lives by using their competence and service platform (Red Glead

Discovery, n.d.a).

RGD has sustainability as one of their core principles, when they include it in their value
proposition and follow SGD number three to ensure healthy lives and promote well-being for all.
They are currently measuring their Greenhouse Gas (GHG) emissions in collaboration with the
climate consultancy firm 2050, having a target to reduce absolute scope 1 and 2 GHG by 38%
from 2021 to 2030 and achieve net zero by 2050 (Red Glead Discovery, n.d.b). RGD has
experienced incredible growth since its start in 2011, with that, going from seven to around fifty
employees in about ten years and even being awarded the Gazelle prize by Dagens Industri for

being one of Sweden's fastest-growing companies (Red Glead Discovery, n.d.a).

Currently, RGD’s sustainability mindset has led to innovation within the operations as they have
strategic goals that encompass the whole organization and they also have operational goals that
are specific to the areas inside the company. Examples of products or processes that have

resulted from this approach are starting to become more relevant within the organization.
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Synthesis of compounds is one of the examples that RGD has with more sustainable processes.
With this, they can show that more companies are working in sustainable practices and that the
role of managers in promoting and achieving sustainable value creation is ongoing. Their
objective in the long-term is to be able to synthesize pharmaceuticals with low environmental

impact (Red Glead Discovery, n.d.b).

4.2.  Empirical Findings

In this part, the case will be further analyzed and the empirical findings will be presented. In
other words, using the steps previously presented in the methodology, we have broken down the
data, categorized it, and constructed themes which will serve as headings used for each
individual part of the analysis. Therefore, this next part only aims at presenting all the data

collected in a uniform way.

4.2.1.  From Personal Interest to Corporate Mission

While RGD today has a clear interest in the environment and in sustainability, that has not
always been the case, Kvist mentions. However, as Bergner explains, the reason for this was not
because of a lack of concern for it, but rather it was not directly communicated to customers and
external stakeholders in the manner that they are currently doing it. By looking at the annual
report this becomes clear as prior to 2021 there is no mention or connection to the environment
or sustainability in them (Red Glead Discovery, 2015-2022). However, Kvist explains that actual
change came in 2020 when she, heavily influenced by her own personal beliefs and concerns for
the environment, influenced a change. The idea of sustainability was introduced by Kvist, while
thinking about the future in a manner similar to, “what would happen if we [RGD] would not use
sustainability in a structured way in the company” a line of thought that fostered a sustainability

focus. Such change, and Kvist being the catalyst behind it, is something that Bergner seconds.

Kvist explains that her underlying motive was connected to the impact that the company has in
regards to its CO: emissions, rather than as something that would produce any other form of
value. Kvist recalls herself as being quite naive, not in the sense that she believed carbon
emission calculation to be a trivial task, but rather that she did not fully understand the

underlying complexities of, for example, calculating the emissions of the company. And when
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reflecting and thinking back to this point in time, Kvist even lightly chuckled when recalling
reaching out to her previous employer and industry giant AstraZeneca to understand how they

calculate their emissions, getting the response that it was also a concern for them.

The motivation behind Kvists actions and their importance are of interest for this study. Kvist
goes on to explain that to instill similar change in other companies, she believes that there needs
to be an individual or individuals inside the organization which have a genuine interest in
sustainability to impulse, support and drive the change. Yet, Kvist emphasizes that such a role
does not need to be held by a manager, but that it is up to the manager to permit and support such
individuals. Therefore, she mentions that for managers within the organization to impact change,

they need to have the right competences, therefore they need to bring in the right people.

“.. you need to identify the person in the organization that it's mostly passionate about
sustainability. So, a leader or manager that has that influence, hopefully, but it could even be
somebody else in the organization. That person that knows the most, understands it the best and

has some kind of connection to the business... to the core business.” (Kvist, 2023)

Moreover, she explains that in RGD, as in similar SMEs, there is no one who has an education or
background specifically related to sustainability or a similar field, and therefore, being this a
weakness, it becomes even more important to embrace and leverage the knowledge that
employees have. As such, while it can be helpful to have one or a few individuals to lead the way
in the beginning, getting everyone in the company involved will allow for further sustainable

development and greater success.

“Nobody at our company is or has studied environmental science. That can be a kind of

drawback sometimes” (Kvist, 2023).

Kvist, as part of the evolution of her role, becomes responsible for marketing, sales and human
resources, which gives her a perspective into social sustainability. She emphasizes the
importance of having working conditions that are satisfactory for employees and supporting

personal development, which would lead to employees enhancing their capabilities and therefore
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improving the company's sustainability perspective. This, added to the fact that in RGD they
have multidisciplinary sustainability groups that discuss how they can improve internal processes
and operations, shows how individuals in the organization can develop professionally and have

the power to influence the firms’ sustainability decision-making process.

“I think that internally for employees, we have very good working conditions, we are trying to
emphasize personal development ... that you are encouraged to improve for enhancing your
competence and which connects to the social development or the social part of the global
development goals when you look at in business perspective, and we also have as a value,

ambition so thriving towards something new, better, improved, more sustainable.” (Kvist, 2023)

4.2.2.  Making Sustainability a Commodity

In the interview, Kvist explained that RGD should aim at treating sustainability as a commodity
and communicate it as such both internally and externally. Internally, Kvist explains that RGD
does a lot of different things to get employees onboard with this idea. For example, she explains

that they put a lot of focus on personal development and encourage people to improve and grow.

“You need to talk about what you're doing so that everybody gets involved in it. And that's kind
of a little bit making it a commodity. Sustainability should be a commodity in our business. It

should not be something special or strange that only Martina is working with.” (Kvist, 2023)

More concretely, Kvist explains that they work with “Inner Development Goals (IDG)” which
helps employees understand where they are in terms of sustainability, as well as different forms
of incentives for employees. However, the idea is not to force sustainability on people or
question those who personally might not believe it to be as important, but rather to ensure an

understanding that allows growth for both the individuals and the company as a whole.
“We have natural scientists and engineers so we focus on the scientific stuff and I would like to

try to bring this much more into our company, and we have also discussed... if you have heard

about the inner development goals... It's about that you first need to be able to take care of
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yourself and know where you are in terms of sustainability in order to be able to take care of

others, and help them in their sustainability journey. It's a little bit more on them.” (Kvist, 2023)

Moreover, the role of managers is not to act as “puppet masters", as Kvist puts it, but to help
motivate and talk about sustainability by adding it to the agenda. In fact, to gain a better
understanding of how the employees perceive sustainability, RGD sent out an anonymous survey
to the employees, Kvist explains. The result showed that 100% of the surveyed employees
answered that they worked with sustainability, and 70% that they are involved themselves and

can explain what actions they partake in their daily routines.

“We also have regular updates on our sustainability work. Many people are involved with it. We
had a survey on it... 100% say our company works with sustainability. It's really good. 70% said

that they are themselves involved and they also can name what it is we're doing” (Kvist, 2023).

That was not the case for external stakeholders. Kvist explains that communicating sustainability
as a commodity caused some confusion for external stakeholders at the start, most so for
customers. As RGD decided to take a more sustainable approach, they decided to send a survey
to their customers, as they did with their employees, yet they had less successful results as
customers’ interest in sustainability wasn't very high. This becomes a challenge for the company
as they mention the need of looking into how to become more sustainable as an industry. And
while Kvist has noticed a slight change since the implementation of the survey, sustainability is
still not treated as a commodity per se. Therefore, RGD has put an effort towards communicating

it externally.

“I think we absolutely need to look at how we can be more sustainable as an industry and I think

that the pharma industry is a little bit better in recognizing that and formulating that.” (Kvist,
2023)

For example, when asked to talk about the growth that RGD has experienced at a conference,
Kvist instead wanted to use time to talk about sustainability. Similarly, Kvist explains that RGD

is organizing a symposium to educate and inform external stakeholders on the methods and
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techniques they currently use in regards to sustainability and its potential uses that they are

working on.

“And we are organizing a symposium in the fall for this kind of method or techniques. Where we
have one session only about sustainability. Where we will present the results as well as to help

out other companies as well...” (Kvist, 2023)

4.2.3.  Integration of Sustainability in Business Decisions

The importance of having a future focus is something that Kvist stresses, both for RGD, and for
others who want to follow in their steps with sustainability. Kvist explains that initial reasoning
for becoming more sustainable and being more mindful of the environment was rooted in a
concern for future generations, rather than future business. However, the two are arguably
connected, and as such, fifty percent of Kvist’s role at RGD involves being responsible for future
business endeavors. Kvist strongly believes that integrating sustainability into operations is not
just important in regards to current operation, but also towards future existence of both the
company and the planet at large.

“.. with respect to having a better offer in the future... that needs companies that have
sustainability implemented in their business decisions and can deliver services that are more

sustainable... I think I then need to understand the world we will be living in in the future.’

(Kvist, 2023)

Using the Brundtland report's definition of sustainability as the basis of the argument, Kvist
believes that companies that want to stay in business will have to abide by it at a greater level,
especially connected to CO: emissions. Believing that companies that do not make such
investments at an early stage will struggle when it likely becomes a mandate, as the process is
difficult and time consuming for any company no matter the size and financial strength.
Therefore, what she recommends companies and managers to do is approach this by asking
themselves “How do we think the world will change?”. She explains that companies need to try
to paint a picture of what they believe the world will look like and how it will impact them and

change accordingly.
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“So, I think that it is wise for every company to define what they mean in order to be able to
communicate sustainability... we refer to the Brundtland Commission's definition as well. And
we also thought that it is quite fitting to talk about future generations also with a kind of very

specific relationship to our company.” (Kvist, 2023)

For example, Kvist foresees that companies will likely have to pay for the emissions they
produce in future, and that material scarcity will become an issue for companies in general, and
the pharmaceutical industry in particular. Adjacent to this, she explains that RGD is working
towards finding new ways to handle, for example, the increasing scarcity and cost of helium, and
looking at ways to recycle and reuse it. Thereby, in much the same way, she argues that other
companies must try to look into the future, understand the impact the environmental and
sustainability aspects will likely have, and make changes. In that sense, if not for the greater
good of society, then at least for themselves as they will likely find it difficult to ensure survival

in the long-term otherwise.

“And in the long run, those that produce CO2 will need to pay for somebody to take care of it. If
we cannot reduce our emissions or the amount of our emissions, that is a business risk... we're
working with materials that might become more scarce in the future, more expensive, like helium.
And we were today discussing how we could already have it as a goal and look into alternatives

for helium recycling.” (Kvist, 2023)

While RGD's decision of including more sustainable practices and being more mindful of the
environment did not raise much interest initially, both Kvist and Bergner have acknowledged an
increasing interest in sustainability within the industry. Bergner explains that, especially amongst
the larger players, interest has grown and, with it, the pressure on subcontractors to be able to
deliver in line with such demand. Both Kvist and Bergner explain also that RGD is currently
working on offering alternative services which would be more sustainable than the current ones.
Kvist presents these alternatives as giving the customers an option to pick between “the old, dirty

way” or “the new, less harmful way”, as such, being able to offer both depending on the
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customers preference. However, Kvist expresses hope that they will be able to offer the more

sustainable service at a lesser price, making it become the standard option.

“But we can say okay, we do this, the old dirty way. Or we can do it the new, less harmful way by
using different materials and different methods and want to price it exactly the opposite, as you
would expect. So, the pricing is still the same or is it how we want to make the dirty service more

expensive.” (Kvist, 2023)

RGD has also partnered up with Danish Al company Desupervised ApS to develop an Al tool
which aims at shortening the time for drug development, making the process more cost effective
and more sustainable as can be seen in Appendix B (Bergner, 2023). In the future, however, it
will become more important for RGD to choose the “right suppliers" that actually care about
sustainability and have proof of the actions they are taking in order to reduce their own
emissions. Making them start to choose suppliers that are also working on reducing their own
emissions and provide proof of it. It will not be enough to just mention that sustainability is an

important part of the business, but to actually have the evidence to support it, Kvist explains.

“So, in a couple of years, there will not be many suppliers that are allowed to kind of dirty our
supply chain with their climate emissions. So, we'll choose suppliers that are also working in
reducing climate emissions, and you need to deliver proof that you're doing so. It's not enough
anymore to say that we think sustainability is really important and we all love it. But you really

have to do something about it.” (Kvist, 2023)

4.2.4.  Not in the business of Planting Trees

Both Bergner and Kvist make it clear that RGD is a business and while the company and its
employees are dedicated to sustainability it needs to make money, not just keep that commitment
but to ultimately survive as a company. Kvist states that at the end of the day companies are
measured by their ability to create growth and turn profit, explaining that you don’t win the
Gazelle prize for being sustainable but for growth. However, Kvist is also very clear about the
fact that RGD's goal is not to maximize their profit as such, but rather to optimize their value

over the long-term. Particularly, while steady growth and profitability are needed for survival,
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they are not obsessed with it by any means. Instead, RGD is currently using more sustainable
material which often carries a premium, with that always picking a more susceptible matter as
long as it's not more than ten to fifteen percent more expensive. Moreover, Kvist explains that it's
likely that they will have to lower the price of “the new, less harmful way” service that they
intend to offer, with that, incurring the additional cost themselves and lowering their short-term

financials to set the stage and attract customers to hopefully ensure long-term success.

“But there's a lot of obstacles on the way. And that is that still, if you think about that, companies
are measured by growth... the Gazelle price, for example. You only get it for growth, not for
being sustainable... So as long as we are looking at the financials, in terms of what revenue we
have, everything that will diminish this revenue will, depending on who's looking, not be seen as
a positive thing. But we want to optimize our value over the long term. And we strongly believe

that we, by doing this by engaging in these activities, will have better outcomes.” (Kvist, 2023)

Kvist recalls that as of right now the industry at large is doing much less than it could, and
although it's moving in the right directions, change is needed. She explains that RGD is currently
allocating about 1,4% of its budget towards sustainability, however, as Bergner puts it, RGD is
not in the business of planting trees when it comes to being sustainable, meaning that RGDs

focus is on the core of their business.

“We're not, you know, planting forests or something like that to compensate for ours. We're trying

to look at our own business and what we can do.” (Bergner, 2023)

4.2.5.  Incorporating Sustainability into Daily Operations

While explaining that there is nothing necessarily wrong with planting trees, Bergner explains
that RGDs sustainability efforts are incorporated into its daily operations. He also explains that
labs use a lot of energy, mainly connected to heating and ventilation, something that Kvist
seconds by explaining that labs are four times more energy intensive than traditional working
spaces. As it is so energy intensive, Bergner explains that by implementing seemingly small
changes, they can achieve a big impact. More specifically, he explains that they have put half a

“smiley face” on the sash of the fume hood so that when an employee pulls the sash down, the
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top half of the smiley face connects to the bottom one forming a whole smiley face. In other
words, nudging people to close the sash to form the smiley and with that putting less strain on

the ventilation system, and in turn, consuming less energy.

Additionally, Bergner further explains that they use vials instead of more traditional beakers and
flasks glassware as it allows them to reduce the amount of solvent as well as the amount of silica
used, ensuring that less resources are used. However, while they put a real effort towards
ensuring that sustainability and environmental aspects are incorporated into RGD operation,
Bergner points out that only seven percent of RGD’s emissions are connected to scope 1 and 2.
In other words, emissions from their own sources (scope 1) and indirect from the purchase of
energy (scope 2). As such, most of their emissions are incurred indirectly outside the value chain
(scope 3), something that makes the overall sustainability process arguably more difficult as they,
and industry at large, are dependent on material from the petrochemical industry. Moreover,
Bergner explains that in comparison to, for example, a manufacturing company, RGD does not
have many standardized processes as they never do the same thing twice, which in itself, creates

additional challenges.

4.2.6.  Not Only About Delivering Molecules

Both Bergner and Kvist stress that RGD emissions reduction goals are important to their
sustainability push, both as a form of performance indicators and as a tool to educate and inform
both internal and external stakeholders. As a performance indicator, Bergner and Kvist mention
that RGD uses climate emissions calculations as their main form of KPI. Thus, they do not have
any form of operational KPI that includes sustainability in the day to day operations. In order to
calculate their emissions RGD brought in external consultants to help them, something that Kvist
explains carries a large cost, yet has helped them a lot as it has created interest in the company as
well. As such, Kvist is open with the fact that such actions also serve a marketing purpose as

well, and that the company has received more notice because of it.

“Climate emissions are one of the most prioritized that we're working on the most, with that, we
are also investing the most in, and that is visible to everybody like our employees or investors

and customers” (Kvist, 2023)
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Still, Kvist explains that RGD has a stakeholder approach and while customers play a large role,
they are only one of the external stakeholders to be taken into consideration. In fact, Kvist
explains that RGD even includes future generations amongst its external stakeholders. As such,
there is also a sense of altruism that is incorporated in their actions, even arguing that it is a must.
Because at the end of the day it is not just about delivering molecules for RGD, as Kvist puts it.
Yet, while it might be what keeps the lights on, Kvist stresses the importance of informing and
inspiring other leaders to make similar changes, and with that, being able to improve the

conditions for the planet and future generations.
“We have done a stakeholder analysis but have identified who we are seeing as stakeholders in

our business, of course, employees, customers, suppliers, and so on. But we also included future

generations” (Kvist, 2023).
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5. Discussion
5.1. Introduction of Sustainability practices

The introduction of sustainability in RGD offers a clear view of how managers can start making
a difference in their companies and start introducing new practices. In the case of RGD it can be
clearly related to the four “green innovation games” introduced by Lampikoski et al. (2014). The
first green innovation game that can be referred to here would be the radical game, which aims to
“create revolutionary innovation with new technologies and experiment with emerging and new
business models” (Lampikoski et al., 2014, p. 99), by doing so it can make the corporation more
sustainable and create new value opportunities. Naturally, allocating resources in such a manner
is not something that comes easy to all corporations, especially for companies with a lack of
funds or skills, which is mostly the case for SMEs. The clarity game can also be converged with
the sustainability initiatives presented by RGD because it centers on the idea that managerial
activities need to be connected to the organization's environmental vision, incorporating
organizational culture, strategy, and values (Lampikoski et al., 2014). With that, playing the
Clarity game can reshape and reform corporations and their ways of creating value. However,
without visionary leaders which understand, and can make sense of the environmental business

opportunities, it can be difficult.

While the reasoning behind introducing, and “reforming” RGD through a focus on sustainability
and environmental aspects was not originally intended to be a source of value, rather an action of
concern, Kvist also argues that for similar companies to follow suit an individual with a vision
and an interest in sustainability and the environment is needed. However, unlike Lampikoski et
al. (2014), Kvist does not believe that this role needs to be held by a manager, but rather that it is
the role of the manager to ensure that the person who is best suited for the role is selected for it
and given the tools needed to successfully complete the task. In other words, while Kvist had this
role in RGD, and was also a manager, she stresses that this did not have to be the case and the
person best suited for the task should be responsible for it. Which makes sense since there is no
one in RGD who has an education in the area, as well as the fact that they cannot afford to hire

anyone to have this as their sole task, something they arguably share with a lot of other SMEs.
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Lampikoski et al. (2014) also illustrate the different manager types needed to play each of the
“green innovation games”. And in the case of RGD one can argue that Kvist has both the role of
the Connector and Transformer. Connectors being the ones that connect the environmental and
social mission with the business in terms of economic pursuit, corporate culture, organizational
values, leadership models, and business strategy. Additionally, Connectors intertwine the
environmental aspects with the corporation at large. Transformers, on the other hand, make sure
that rational and emotional aspects are considered when making critical business decisions, thus,
keeping tabs on the fact that business decisions are aligned with values, purpose, and vision. As
such, ensuring a stable positioning between short-term financials and long-term environmental

goals, making them key players in the Clarity games.

Kvists concern gives RGD the focus and opportunity of including sustainability practices in their
day to day business. Bergner also mentions that in the operations they are taking sustainability
into account and modifying their practices, nevertheless it is not being measured in a consistent
way as activities are not repetitive, or standardized, making it a challenge as it becomes hard to
compare in different time frames and hard to implement long-term KPIs. Introducing the
Sustainable Balanced Scorecard into the mix of tools to review progress within SMEs could
provide a clear path to assess this performance with a structured approach (Hristov, Chirico and
Appolloni, 2019). The possibilities of having balanced scorecards that take sustainability into
account, or simple facts like ESG reporting, will eventually make companies start to focus more
on sustainability, not only as an obligation or regulation, but because in the end, it will be the

only way to survive in the long-term (Chandler, 2020).

5.1.1. Innovation

In order for RGD to be sustainable, Kvist mentions that they are thinking that they not only have
to develop new medicines but also look at what else they can do. This integrates with what
Chandler (2020) mentions when he establishes that the best way for businesses to be successful
and survive in the long-term, thereby being sustainable, is to do what they do best, their core
business. RGD provides a good example of both ways of thinking as on one hand they mention
that they want to widen their scope of business, and on the other hand, they are actually working

within the core business to innovate in order to improve their operations and be more sustainable
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with what they already have. As mentioned by Kvist, sustainability is connected to change, and
in general, is a facilitator for innovation, and in order to follow what has been mentioned before,
companies must innovate in their current core operations in order to become more sustainable.
As Nagji and Tuff (2012) sustain, where innovation is a novel creation that produces value, it is
important to maintain the right balance. An example of this in RGD would be their investment
with Danish Al company Desupervised ApS where they are working on Al tools aimed at

shortening the time for drug development.

5.2.  The Role of Stakeholders
5.2.1.  External Stakeholder Management

RGDs efforts towards communicating sustainability for external stakeholders poses additional
challenges. While the commodification of sustainability allows for it to take kind of a
“spotlight”, there must still be a demand for it in the market. As Chandler (2020) mentions, the
services that you are giving to customers should come from the analysis of the market in order to
generate superior outcomes. Nwagbara & Reid (2013) emphasize the need of effective
stakeholder communication in terms of sustainability in order to facilitate organizational success
and legitimacy, meaning that for RGD to continue effectively in the road of sustainability and for
them to find partners with similar objectives, this communication should be prioritized. This is
something that RGD has acknowledged and they are working closely into educating external
stakeholders in sustainability. One example is the symposium that is being planned, which will
be held by RGD and the main topic will be the use of new sustainable techniques and procedures
within their line of operations. By having the symposium, RGD is reducing the potential barriers
that are present by having lack of coordination with stakeholders and limited information flow in
the adoption of circular business models (Al-Awlaqi and Aamer, 2022). Additionally, effective
communication between organizations is recognized as a crucial factor in adopting sustainable

practices, as highlighted by Chauhan, A., Kumar and Chauhan, C. (2021).

In the future, Kvist expresses the vision of RGD of choosing suppliers that are working on
reducing their own emissions and providing proof of it. She mentions that it will not be enough
to mention that sustainability is an important part of the business, but that there will need to be

evidence to support it. While this is RGDs vision, it is hard to have an accurate timeline of when
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this will happen, even as Kvist mentions that there seems to be an increasing interest in

sustainable practices within their stakeholders.

Innovating in sustainability has led RGD into looking outside of the pharma industry and
locating new partners with specific expertise in different aspects of corporate sustainability
(Lampikoski et al., 2014). Danish AI company Desupervised ApS is supporting RGD in
developing tools for shortening drug development times, hence making the process more
effective. Lampikoski et al. also emphasize the importance of partners in making sense of
emerging technological paradigms and learning about environmental issues in general. As
Koenig and Dillon (2017) put it to words, partnerships between engineers developing practical
solutions and the sharing of greener methods is the primary action in order to achieve a truly

sustainable future for the pharmaceutical industry.

5.2.2.  Internal Stakeholder Engagement and Organizational Culture

RGD treating sustainability as a commodity makes arguably a lot of sense, however, it is a
difficult thing to pull off in its entirety. Internally, commodifying sustainability revolves around
getting employees involved in sustainability, and in order for that to be possible RGD has a clear
focus towards personal development and growth. This allows employees to understand what
RGD is trying to accomplish while giving employees the needed understanding to also contribute
as well. Moreover, RGDs use of Inner Development Goals (IDG) which allows for a better
understanding of themselves in regards to sustainability, and where they stand. Therefore, instead
of forcing sustainability onto the employees, RGD allows the process of commodifying
sustainability inside the company to be more focused on the employees themselves. While it is
difficult to tell what impact the use of IDG has had on the employees, the anonymous internal
survey, previously presented, hints that it could have had a positive effect on employees. Either
way, what can be said for certain is that training employees and developing sustainability-related
competencies has shown to be very important for employee performance in the short-term and
greening the corporate culture in the long-term (Law, Hills and Hau, 2017). More importantly,
Law, Hills, and Hau (2017) explain that without such support and commitment from all
employees, it's impossible to ultimately reach the corporate goal of sustainability. Therefore,

managers have to become aware that they are not the only ones that should be concerned with
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sustainability in the company, and employees play a fundamental role in the sustainable

becoming of the firms (Klingenberg & Kochanowski, 2015).

Having the right people inside the organization will support organizational culture, which also
plays an important role for a company to become sustainable. Creating a culture of sustainability
requires a multilevel approach that begins “top down” with top managers, but the efforts should
be complemented with the operational practices of the company as mentioned by Bergner, thus
ensuring a “bottom up” approach as well (Galpin, Whittington, & Bell, 2015). As such, having a
business model that supports the correct implementation of a sustainable culture within
organizations can have benefits related to the direction which the organization is moving towards

in terms of sustainability (Galpin, Whittington, & Bell, 2015).

After attracting the right people and actually hiring employees with a sustainability mindset, part
of the communication has to be directed to them, consequently the previously mentioned
communication efforts should go both ways, towards internal and external stakeholders. It is very
important to acknowledge that in order to have good communication with the employees, the
company needs to invest time in “getting to know themselves”. RGD is on the correct path as
they are establishing partnerships that are enabling them to focus on their carbon footprint as

well as to be able to know where they are in their sustainability journey.

5.3. Approach to Sustainability in Management
5.3.1.  Structured Approach

As previously mentioned, one of the thoughts present in the management team of RGD is that of
having a structured approach to sustainability. Structured approaches to sustainability
management can support the business by providing a basis so that companies can transparently
assess their performance and continuous improvement of the processes, products, services and
innovation opportunities (Mertins & Orth, 2012). Mertins and Orth mention that this approach
can have benefits like resource efficiency, high-quality workforce, customer satisfaction and
public acceptance. Introducing the Sustainable Balanced Scorecard into the mix of tools to
review progress within SMEs could provide a clear path to assess this performance with a

structured approach (Hristov, Chirico and Appolloni, 2019).
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5.3.2.  Connecting sustainability to the core business

Connecting sustainability to the core of the business becomes a crucial part of the process in
becoming a sustainable business. As mentioned by Barbosa, Castafieda and Lombardo (2020) the
objective of small companies should be to create a model that allows them to insert sustainability
in their activities in a controllable manner that will eventually result in a competitive advantage.
While RGD has already embarked on the initial phase of integrating business strategy and
sustainability goals, the effects of such change in regards to creating value for the company is
still unclear. In other words, while the company's total turnover has increased yearly since 2020,
the year Kvist mentioned that the push towards sustainability began, it's difficult to tell how
much the operational changes explained by Bergner can be ascribed to this. In fact, Kvist even
acknowledged that the operational changes made are likely to have had little impact on the
overall turnover. Nevertheless, Nidumolu, Prahalad, & Rangaswami, (2009) explain that
bottom-line benefits can be achieved by having eco-efficiency strategies that focus on the

reduction of pollution, energy consumption and water conservation, just as RGD is doing.

Furthermore, Kvist also acknowledges that such changes, especially the action of calculating
their emissions, and the work on a new, more sustainable offering have resulted in increased
interest in their services. As such, one could argue that the sustainability initiatives introduced so
far have had more effect on positioning the company (Lindgreen & Swaen, 2010; Siegel &
Vitalian, 2005), than being a source of sustainable value per se (Chandler, 2020). In other words,
while Chandler argues for integrating sustainable practices at the core of the business similarly to
what RGD has done, he also argues that the best measurement of the value created by doing so is
profit. And while RGD is profitable (Red Glead Discovery, 2023), it is impossible to accurately
measure how much of the profit that is generated due to the integration of such sustainability

practices.

In comparison, if RGD hypothetically was already offering both the traditionally “old, dirty” and
the “new, less harmful” this would not pose the same problem. Instead, one would be able to
measure the value created in the manner in which Chandler (2020) intends, which would be
using profit as measurement of value to see if the new, less harmful offering would create value,

or if customers would still prefer the old offering. And as such, if the new, less harmful offering
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would be able to create sustainable value, or if there would be no demand. However, since so is

not yet the case, it is impossible to know.

5.3.3. Sustainability Investment in the long term

Kvist mentioned in the interview that when approaching the idea of becoming more sustainable,
consideration was given to the cost that they would have to incur. After all, as both Kvist and
Bergner express, it is a business, and while highly motivated to ensure that RGD does the
utmost, the approach has to be progressive. As of right now, RGD allocates 1,4% of their budget
towards sustainability initiatives, claiming that it probably won't generate profit in the short-term
but it will enhance the company in terms of sustainability for future growth. Accordingly, in
order to become more sustainable, RGD is willing to postpone short-term profit in the belief that
making such changes would set RGD up for future success. However, Jain, Sharma, and
Srivastava (2019) conclude that, initially, sustainable investments have no significant difference
in performance from regular investments. With this said, the better option for managers would
still be to have a sustainable approach and incorporate sustainable practices since it does not
decrease performance, hence there is no real reason why a company would not do it. As
mentioned by Kvist, RGDs aim is to optimize their value over the long-term, believing that it is
in the best interest form themselves and society at large. This belief aligns with Chandler’s
(2020) principles for sustainable value creation in which he stresses the importance of profit
optimization instead of profit maximization to be able to meet the needs of a broad number of

stakeholders over the medium to long term.

The preconception of viewing sustainability as simply being an expense, rather than as a source
of future value is something that Nidumolu, Prahalad, & Rangaswami, (2009) point out.
Moreover, Nidumolu, Prahalad, & Rangaswami, (2009) explain that by viewing sustainability in
such a simplistic, dated manner, companies limit themselves and put themselves in a position of
disadvantage as integrating sustainability could be a source of value not just in the short-term,
but more likely in the long-term. Thus, by integrating sustainability into the operation,
companies will be able to develop competencies that will allow them to stay ahead of the curve
with a future perspective. In RGDs case, one example of this would be their work on developing

a new, more sustainable offering. While currently, it is not a must to have such services to be in
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compliance with current regulation, it provides RGD an advantage as these offerings will set
them apart to be more effective while creating economic and sustainable value in the future
(Elkington, 1997). Nidumolu, Prahalad, & Rangaswami, (2009) even argues that only companies
that have a clear sustainability goal will achieve competitive advantage, which means that
companies need to rethink their business. Similarly, Chandler (2020) explains that integrating
sustainability and sustainable value creation is not a choice for companies but rather an

unavoidable outcome.
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6. Conclusion

6.1. Summary of key findings

The purpose of this research has been to understand how managers in SMEs within the
pharmaceutical industry can integrate sustainability into their company in a manner that creates
value while integrating sustainable practices in a way that continues generating profit. With this

in mind the following research question is formulated:

How can managers within SMEs in the pharmaceutical industry help foster an adaptation of
sustainability into business operations in order to create sustainable value which generates

profitability for the company, while also being mindful of the next generation?

The research question was analyzed by using a single case study of Red Glead Discovery, an
SME in the pharmaceutical industry, that in the end provided several factors within the areas of
sustainability practices, management, stakeholder engagement and communication, sustainability
investment and profitability. The introduction of sustainability practices within companies can
lead to innovation while integrating environmental vision into managerial activities and
reshaping the organizational culture and values. Managers can be the visionary leaders playing
an important role in driving sustainability in their companies, nevertheless, employees can also
hold this position and responsibility. Additionally, managers can support the integration of
environmental aspects, corporate culture and long-term goals making sure there is a balance in
financial decision-making and sustainability objectives. This way, companies can start to have
structured approaches to sustainability which will connect sustainability to the core of the

business ensuring long-term success and creating competitive advantage.

Stakeholders play an important role within the sustainability journey of organizations. Effective
stakeholder communication, internally and externally, will be essential to be able to achieve
successful sustainability initiatives, reducing barriers and improving coordination with the
company. Moreover, partnerships will evolve from these communications as, naturally, more
companies will start to transform into sustainable businesses. On the other hand, employee

involvement and development will increase workforce quality and competence that will support
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the commodification of sustainability inside and outside the organization. Finally, the research
has shown that sustainability practices can be initiated and developed in smaller corporations

even though they do not have the financial flexibility as large multinational corporations do.

6.2. Contribution to the literature

Based on the case description and the empirical evidence presented, the discussion presents
important findings that show potential contributions to the existing literature in terms of
sustainability, corporate practice and the integration of environmental concerns with business

strategies.

Role of individuals in driving sustainable change

The findings presented in the research highlight the importance of employees with an authentic
interest in sustainability and their role in being able to set in motion and support sustainability
initiatives in companies. This illuminates the fact that personal motivations and beliefs in driving
sustainability change are of high significance for sustainability leadership and individual agency
in corporate sustainability. These findings are contributing to Lampikoski et al. (2014) in their
paper about the “green innovation games”, as they focus primarily on the role of the managers in
sustainability as it was their sole responsibility and only mentioning employees’ passion once in
their review, nevertheless it has to be taken into consideration that in order for employees to be

correctly motivated, the role of the managers does play an important part.

Communicating sustainability as a commodity

In the case, it is described how RGDs approach to sustainability involves treating it as a
commodity and actively promoting it and communicating it both internally and externally. This
is a perspective that offers insight into how to communicate sustainability strategically and what
potential impact it may have on stakeholders. The effectiveness and challenges of these
communication strategies for sustainability as a commodity can be useful for managers in terms
of decision-making when it comes to marketing and stakeholder engagement. This particular
finding presents an interesting case and addition to Lindgreen & Swaen’s (2010) paper related to
Corporate Social Responsibility, where they explain that there should be a systematic and

interdisciplinary examination in CSR communication to avoid triggering stakeholders'
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skepticism and cynicism. Nevertheless, if sustainability starts to be communicated as a
commodity, it may trigger different responses from stakeholders, establishing a possible true

nature of sustainability and how it should be viewed as a valuable important resource.

6.3. Practical Contributions

The practical contributions of this thesis offer guidance into strategies and examples of how
managers can guide organizations and drive sustainability initiatives, engagement with
stakeholders and the integration of sustainability into the core of the business. The first and most
important contribution is for managers and how they can position and improve their roles into
driving sustainability. Having a clear view of the company now and a vision of the future,
finding and developing the right people, developing KPIs and establishing sustainable balanced
scorecards will support managers into developing strategies and frameworks to align financial
objectives and sustainability goals effectively. Secondly, the right attraction of stakeholders, both
internally and externally, requires effective communication and understanding and portraying
sustainability as a commodity can be the best approach to it. Moreover, it has shown the
importance of leveraging the knowledge of internal stakeholders and also not relying blindly on
managers, which in the end will allow SMEs to have a better way of handling challenges

connected to the scarce resources and capabilities they have in relation to MNCs.

6.4. Limitations of the study and directions for future research

Limitations

It is important to mention several limitations that were present during the development of the
research for this thesis. The first limitation refers to the single case study approach that was
selected. Even though the study was based on an SME in the pharmaceutical industry, thus is
related to the question of research, a multiple case study can improve the findings and make sure
there is a comparison between different companies in order to establish if what was found in this
thesis can be considered general and applicable for a whole industry or a larger group of

companies.

41



A second and important limitation that arose while the case was being analyzed is that this would
be a great study in five years' time and this is due to the fact that most of the findings that were
found do not have clear results or are not related to any profitability yet, so most of them cannot

be confirmed in the short-term.

Directions for future research

In this case, RGD focuses on the challenge it faces when operating in a “non-standardized”
industry when it comes to sustainability. The need for adapting sustainability practices in the
operations where processes are not repetitive or “standard” may provide a good overview of how
to improve sustainability practices in different sectors. The clearest adaptation that can be seen
from the findings is related to the KPIs and the introduction of them when it comes to
sustainability in “non-standardized” industries, which offers a clear possibility for future research
in performance management indicators. Additionally, RGDs approach to sustainability is
interesting as it is mentioned that they didn't always include sustainability in their decision
making. The approach of balancing sustainability goals with the need for profitability that is
established, raises questions about the trade-offs that companies face in their sustainability
journeys and the challenges they have to overcome in their way. Business models and the
integration of sustainability into financial decision-making provide another opportunity for future
research. Finally, while the review of the literature for this research was successful in
determining how sustainability is being approached by MNCs, there was an underlying trend
within the literature to focus on multinational corporations and how they work around
sustainability. The findings of the present study show that SMEs can also be studied around the
topic and can impulse sustainability actions within their area of focus, which could bring to the
literature new insight into how small corporations are approaching sustainability by focusing on
driving sustainability inside the organization, making small steps that can have internal impact,

commodifying sustainability and effective sustainability communication with stakeholders.
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Appendix

Appendix A

Interview Guide for Red Glead Discovery Interviews

A o e

10.

I1.

12.

13.
14.

15.
16.

17.

Please state your name and role in Red Glead.

Can you please tell us how Red Glead first started?

How did you come about Red Glead? Have you always been in the same role?

Tell us about your role and how it has changed throughout the years

How was sustainability first introduced in Red Glead? Where did the initiative to focus
on sustainability come from?

Is there a person directly responsible or held accountable for sustainability activities?
What were the initial strategies and tools implemented to create sustainable value and
promote sustainability?

How do you communicate the importance of sustainability to your stakeholders, such as
employees, investors, and customers?

What kind of resources do you allocate to sustainability activities?

Sustainable value creation is defined as “the incorporation of a holistic CSR perspective
within a firm’s strategic planning and core operations so that the firm is managed in the
interests of a broad set of stakeholders to optimize value over the medium to long term”.
Can you describe any future sustainability goals your company has planned, and how do
these align with your long-term business strategy?

How does Red Glead ensure that the sustainability goals are in line with the long-term
profitability goals?

Does Red Glead monitor any kind of sustainable value creation?

Are there any important KPIs taken into account related to sustainability and its
long-term impact on sustainability?

Is profitability considered when thinking about sustainability?

How does Red Glead integrate sustainability into its overall business strategy and
objectives for future years?

How are projects prioritized?
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18.

19.

20.

21.

22.
23.

24.

25.

26.

How has Red Glead leveraged sustainable practices to drive innovation, and can you
describe any specific examples of products or processes that resulted from this approach?
Can you describe the role of managers in promoting and achieving sustainable value
creation at Red Glead?

Can you describe any challenges or barriers your company has faced in implementing
sustainable practices, and if possible, what strategies have you employed to overcome
these challenges?

Have there been any negative impacts from projects or activities that were made in order
to be sustainable?

Does Red Glead have allies or partnerships related to sustainability?

Can you discuss any particular successes or achievements related to sustainable value
creation at Red Glead?

What recommendations would you give to managers of SMEs in traditionally
unsustainable industries who are interested in promoting sustainability as a means of
achieving long-term profitability?

How do you see the role of sustainability evolving in the pharmaceutical industry in the
coming years?

Is there any additional comments or something you would like to tell us to keep in mind

while doing the research?
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Forvaltningsberdttelsa

Styredsen ooh versstallande dinekdGren for Red Giead Disoovery AB, 5868592876, awger folpnde
drwredovisning §or rakenskapsinet 202201401 « 20020231

Verksamheten

Allmint om verksamheten

Fed Glead Disoovery A8 gnandades 2011 av sju delagare, samiiga med bakgrund fran Asyafeneca.
‘ercsaminerien bedrivs i forhyrda iokaler | Lund dels pa Medioon Vilage deis pa ideon, dar man
ferfogar over cai 1 000 kv laboratoner och iolalt cirka B00 kvm kontors- och Bvng ya. Bolagets
werksambvet omfattar bereetenskapliga forskringstanster, framst pd det prekiiniska stadie,
fokuserade pa smea moleiyier ooh peptider. Tjansiema erbjuds deds bil extemna kunder, feamst inom
Life Scienoe, dels anvands de inom sgen forskning och uhwecikling. Bolaget hads 57 anstallda vid
rakenskapsarels uigang - en ckning med 4 personer under aret. G0% av medarbetarna har
dinkinrerat ooh tilsammans besitter bolaget 500 ars erfarenhet o [akemedesuhecikding.

Tjarstema som erbjuds finns inom sju definierade speoalistunidonss, dar kunder antingen uinytiar
ensiaka janster eler anvdnder bolagets erfarenhet o 2% genomiSna inbsgrerade projeld, dar Sem
dizcipliner ar represenferade. Erbjudandet inom integrerade projekt kan | prindp cmfatia leverans fran
samiliga i bolaget represemerde funktioner, vilkst gor att kundema | manga fall kan amanda Fed
Giead Disoowery som sin enda leveranior. Deta i sin tur innebar att kommunikation och arbetssat
underiditas for kundema och gir ubvecklingsarbeiet mer effeking. Bolaget ar | dagsiaget framsi
represemerat hos kunder incm Bictsch- och Pharmasekiorema, wilka efierragar jansier inom tidig
|gkemedeisutveckding. Dock kan alla verksamheter som ar i behow av forsenings ansier inridade pa
sma molekyler och peplider ameanda sig av Red Glead Discovery.

Bolaget har en tydig amibibon 2% uhveckla sina forskningsif@nsier $5r a8 oena erdjuda hallbara,
tdshesparande och kosinacs effektiva metocder bil kundema odh dangenom bidra til en basre haksa
for bade mannissor och planet

o SHgmerat SUTRUS-0E TFSEO LT Dinefios 10 227500511

Seclha 2014
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Visentliga hindelser under rikenskapsaret

inledningen av 22 praglades Sven den av den allmanna shason som bes konseskvensen av
Caorid-14% men relath snart fecandrades. stuationen av ded krig som brot ul | slubet av febnuan da
Ryssiand imademds Ukraina. Sowid-1% medftrde inie heller under 2022 nagon vasentig paverkan
pé wericsarmhelen faniom en forhojd framearn i borgan av anst, pd grund o de alimanna nktinger som

o war akiuella. Kriget pdverkade, specieit inkzdningsvis, bolaget genom steemingar framdor aiiti
materiakilgangen.

Intdkterna forisatte Ska under 2022, fran ofalt 53,5 MSEE under & 20271 1l 64,8 MSEX under 2022
villkket mofsvarar en T dling. Forsajningen fonslar sig s af oo 7% wigjondes v export G
kunder frams? | USA och Skandinavien och resterande 25% wigors aw forsalning 8ll svenska kunder.
I linje: med sirategin har bolaget ocksa under 20272 wisendigh forstarkt si halbarhetsarbete.
Hemnsidan har uigkats med en sida for hallbarhet for att kommunicera foretagess: hallbarhetsmal och
framsieg pa halbarhetsomradet (www redglead comdaboubsustainabikby’).

S16d har stkis och erhalils fran Region Skane, 51 2% genomidra berakningar enligt Greenhouse Gas
Protocol {GHG) v bolagets miljopdvercan med awseends pd vaxthusgaser. Syfet var af kunna sata
kimatmal som gar i linje med vad velerskapen anser krdvs $6r alt klara malsi&ningama i Paris-
avialet - atl ta fram Sgander som siottar malet 2% begransa den giobals smperatundiningsn til 1.5
G,

Fesultaten fran ulsBppsherakningarna har ocksa amants for att satta mal fér minskning av bolagets
uisispp fram bl ar 2000 Bolaget har Gven, i enlighet med Sveriges nationedla Mimabmal, $Srplikigat
sig att nd netinanoll Gl 2045, Bolagets kiratmal blev godicanda e den intemationsit ercanda
crganisationen Science-based Targets iniathve [SBTI), et samarbets mellan UM Global Compact.,
Wiorld Resource insshute [WHI), WAF och Carbon Disclosure Project (CDF). Red Glead Discovery ar
ded enda SME bland swenska Life Scienoe bolag som har satt neSo-noll mal, och e av ire bolag som
har st mal i enlighet med Pansaaalet dar 2030,

it ha taitt kbmatmadlsn godkanda av SETi ar en vidig milstolpe | fdretagets halbarheisarbele, ef
arbebe som kommer inkersifieras under det kommande aret, for atl s1arka bolbgels posfion som en
iedare for halbarhetsarbebe | branschen.

Azt med att vidareutweckla den unika ooh paienterade beimioen | det deldgda bolages YWAC Weak
Affiniey Chromatography AB (WAL) forsatter. Denna metod beddms dven | framaden vara en 105 wara
kunder alirakiy och vikhig del inom den lidigasie fasen av [Gkemedeisutvedsding.

Marimadsionngsaktiviteterna har under 2022 fortsatt vant innkiade pa USa& och Vasteoropa och | van
naromrade framfor ali Monge.

Dt dekns EU-fimansierace projekiet som | Svenge hanieras wia Vinnova dar Red Glead Discovery
tilsammans med et dansikt Albolag. Desuperased ApS gar framat enligt plan. De tva bolagen sk
pemensami utveckls et dloverityy som ska onna bidra 8l att bade $Srkorta tiden for framiagning e
lakzemedel occh pora processen mer kosinadsefekty och hallbar ur miljssynpunkt. Digralsenngen
inom bolaget fortsa®e under 2022 | och med inforandet av moduler fér bland annal elekironisk
hantering a ieveramiomsfakhror och uppféljng av tid odh projekt. Y ierigare moduler komemer
implementeras under kommande ar.

Fiar 2% kunna mita den tkande efterfrdgan och behowen | den vaxande ceganisationen sa forts3ter
bolaget att imvestera | infrastruktur, instrument och perscnal. Bland de vikligares instrumens-
imvesteringarna under dret marks ett HPLC-sysiem {0r rening och sepamion v kemiska molekyler.
docen pi personalsidan har f8rsindringar | form av rekryferingar genomitns, bland wika bolagets forst
HAManager kan namnas liksom yRedigane en beralningskemist, vika bada bidrar tl att beedoa
féretagess kompeienshas.

D& resmktionema som en $6kd av Covids 19 avvecslades fdrst under borjan av detla & medverkade v
aven under 2022 | nagot tame event 3n normal. Bolaget var repressnierade | form av
feredragshallare cchieller utsiallare pa Bth REC-2MCE Fragment-based Drug Discovery Mestng i
Cambndge, Drug Discovery Chemistry | San Disgo, 3rd Swedish Medicinal Chemistry Symposium i
Slockholm, och Drug Discovery Europe (Oxfoed Giobal) | Bedin. Medarbetare incm foretaget har
vidare medverkat som uppfinnare eler mediSifafane: pd bdde paien@nsdkningar och velenskapiga
publikationer.

ot Sigmenat SOUITHUS-0AS T EH DS LT Dinelflow 1D S2500511 SEa 2013
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N

ShEER0-ZHTE
Flerarsdversikt
Besdom i kr
2022 2027 2020 2018
MettoomsaSning G4 BO5 THS  BOETTETE  A4AT2TAR 33528 089
Resulat efter finansislla poster 2 a0 pas 8 513 0 5 2 a0E 3472 ET
olidret % 5,7 ) 48 F 432

Fardndringar i eget kapital

Ba\znsemar
Akbsiapta! Overiursbnd resuitat Arets resutat
Baiopp vid arets ingang 125 000 1AE000  TAI0181 4554 FGT
iLhdeining < 1000000 <1 100 000
Balanseras i ny rakning 4 554 29T <3484 T
dipets resultat 1 08 B1E
Beolopp vid dreds wtgang 125 000 1315000 10 754 488 1708 B1&

Resultatdisposition

Till arsstdmmans firfogande star filjande medel:

Bsdogo | kr
Cwernrsfond 136 0
Balanseral resutat 10 764 4848
dipets resultat 1 08 B1E
Summa 12 608 104
Styrelsen fareslar att medlen disponeras enligt filjande:
Lideining 312 800
Balanseras i ny rkning 12 245 B
Summa 12 608 104

Styrelsens yttrande om vinstutdelning

Bolagets egna kapital har beraknats | enlighet med svensk lag och bokforingsnamnderns uRalande.
Styredsen finner att full 1ackning finns #6r bolagets bundna sgna kapital efter den fresiagna

vinsbuededningsn.

Styredsen finner ven af den fdreshgna uideningen tl akesgama ar frsvarbar med hansyn @l de
paramesrar |verksamhetens art, omiatning och risker sami konsobderingsbehoy, lividiet och

stalining i Gmigl) som anges | 17 kap 3 §, andra och redje shypoked, | aktiebolagslagen

Styredsen fdresis bemyndigas att besivta om tidpunkt da uideiningen ska belalas

Dinefiow 10 =

Sk =01
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Resultatrakning

20220101« 20210001 «
Belopn i kr Not 2022.02.31 202712371
Fibroiseintiicter, lagerfdrandringar mum.
HettoomsaSning G4 pO% THS B0 STT BTG
Unmiga ronelseintakier BEH 44 i 20
Swmma rorelseintikier, lagerforandringar m.m. 66 B85 273 B 144 1596
Roroisokostnader
Rivaroe och fernodenheler 13015 818  -9&23 0a¥
Onmiga exderna knsinader <13 B 44f 13042 BAT
Personalkastinader 2 =34 188 053 X2TE BT
dy= noh nedskrmwningar aw matenella ooh immaterisiia Lah 336 #i1d G
aniaganngstiigangar
Uvriga ronsisekosinader 205 170 =42 43T
Swmma rorelsokosmader <62 148 24 <52 GAH B8
Rbrolseresultat 3246 748 B GBS ETH
Finansiella poster
Resukal fran andedar i intressedSmetagq och gemensamt 218 000 a
shyrda fonstag
Uvriga ranbeintakter och liknande resultaipo ster 2 T a
Rantekosinader cch lEnande resultaiposier 40 G458 =41 p58
Swmma finansiella posber <355 BG4 =41 BS8
Resultat efter finansiclla poster 2 950 BRE 8 513 EBD
Boksiutedisposiionsr
[Forandnng av perodiseningsiondsr 10 48F <1 B8 BFS
Forandnng av dweravskrimingar # 935 13 0FF
Swmma boksiuts dispositonsr <03 48 -2 604 TEZ
Resultat fore skatt 2 29T 337 & 008 528
Skattor
Shatt pd arets resultal LS8 821 <1454 BN
Arets resuleat 1708816 4564 397

Oirneflows 1D =25005T1
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Balansridkning

Belopn 1 kr Mot 2022.92-31  M2-1237
TILLGANGAR

anlaggningstillgangar

Immatericila anisggningstillgangar

Konoessioner, patend, licenser, sarumdrksn samt 3 ik a
llnaind e ratligheter

Summa immatericila anisggningstillgangar 58 038 1]
Maioriclla aniaggningstillgangar

Irreentaner, werkhyg och nstalaboner 4 1FFIN0 3703 &fa
Summa matericlla anlaggringstillgan gar 1IT3sin 3703 503
Finansiella anisggningstillgangar

Andetar | intresseforetag och gemensamt shyrda fonetag 8 1 B ST 1 3564 H50
Fordringar hos intresseféretag cch gemensama styrda L 150 000 1 50 200
foretag

dyndra langiristga vardepappersinnehans T d4d Oh0 444 O
Summa finansiella anlaggningstillgangar 2166 017 1 960 250
Summa anlaggningseill gangar 5 4BE BEE 5 664 153
Omsattningstillgangar

Varulager m.m.

Ravaror och fernadenneier o 347 g
Summa vamalager mum. 54 390 34T 954
Kortfristiga fordringar

Kundiordringar 6 BE3 185 8 480 532
Uwriga fordringar 31 41 H36 091
Fonuthetaida kostnader och upplupna intakier 6 T51 pOB 5 954 042
Summa kortfristiga fordringar 14172428 16110 6565
Kassa och bank

Fassa och bank 11 67T 482 BE1T BEE
Summa kas==za cch bank 11 77 492 8 91T 666
Summa omsattningstilligangar 26104 310 24 376 226
SUMMA TILLGAMNGAR 21 B33 178 20030 284

Omafiow 10 445
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Balansridkning

Belopn 1 kr Not 20224231 2021237
EGET KAPITAL OCH SKULDER

Eget kapital

Bundet oget kapital

Mtiekapital 125 a0 125 D00
Summa bundet eget kapital 125 000 125 00D
Fritt eget kapital

Oerorsiond 135 0ao 135 000
Balanseral resutat i 64 488 ¥ 310 19
Mirets resultat 1 708 BB 4 554 F7
Summa fritt eget kapital 12 6B 304 11 999 488
Summa egot kapital 12 733304 12124 488
Obeskattads reserver

PeriodEssrngsionder i B9 952 & 180 455

Mckumulerade Sveravskmmingar
Swmma cbeskatiads resorver
Langfristiga skulder

Uwmiga skulder gl kreditinsshs
Summa langiristiga skiouldor
Kortfristiga skoulder

Usmiga skulder il kreditinsshs
Leveranstrsskulder

Exvider til inresseféretag och gemensamt shyrda

faretag
Exatteskulder

Cmmigas skulder

Upplupna kostnadesr ooh $8rutbetalda mfSkier

Summa kortfristiga skulder

SUMMA EGET HAPITAL OCH SKULDER

. ikl 838 189
TTH 182 T 02T 634

L 59 948 204 580
53 9HE 289 980

A panalliili] 200 000
2 ETH 488 2086 104

i 204 423

S 258 1 744 485

1 053 581 14008 418

i B35 362 4 935 Bdd
11 028 T03 4105TA 272

3 B934TS 30030 384

DOinefiow 10 = M Secha
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oz Gl Dhes eyl BB Ef b
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MNoter
Belopp i kr om inget annat anges.
Hot 1 Redovisningsprinciper

Arsredovisningen &r uppra®ad | enlighel med arsrsdovisningslagen och BokfGringsnamnderns:
almanna rad (BFRAR 2016 10) om drsredovisning i mindre fdeeg.

Immateriella anl&ggningstillgangar

Fojande swkmningaiver DXSmpes Ar
Konosssioner, patent, licenser, varumarksn samt lknande rattigheier 3

Materiglla anldggningstillgangar

Fejande svzkmningsiider bNmpas: Ar
Maskiner ooh andra tekniska an@ggningar L)
irrsenianier, verkhyg och instalationer 35
Definition av nyckeltal

NeSoomsatning

Forelssns hivudintakier, aiduerade kosmader, sidomniakier samt intakeskomigenngar.

Resuitat sher finansiella posier
Resultad efier finarsiella makder och kostnader, men e skaSer.

Solidibet
(Totait eget apital + [ 100% - akiuell bolags skafesats o obeskafade resenver) )/ Totala sligangar

Tidnste- och entreprenaduppdrag

Faretagets intakter fran uppdrag il fasipns redovsas enligt akematvregein. Foretaget raknar in
indirekta bitveriningskosinader | vandet or phgdends arbsten fér annans rakning.

Hot 2 Medelantalet anstillda

2OF2OT0T =« 0210107 »
201231 01237

Medelantalet anstalida 1,1 4E5

£ TP LT Onefiow 1D 22505171 Sieda Bl
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Hot 3 Koncessioner, patent, licenser, varumarken samt liknande
rattighater

2022:12:31 20201237

Forandringar aw anskaffningsvarden

InSp &1 480

Mgdende anskatfningsyanden &1 450

Forandringar a¥ awskrivningar

Mrets avskrimingar 3412

MgSondo avskrivningar <3412

Redovisat vards = Nk a

Mot 4 Inwventarier, verktyg och installationar

221231 2020.1237

Ingaends anskafiningsedrden T 0 rs 4422 70
Forandringar aw anskaffningsvarden

Inkp B 928 2 66T S84
Farsaljningarutrangenngar =10 485
Mgende anskaffningsyanrden T E41 B34 T0T8 TR
Ingaende avsknvningar SaATS R0 2TH EIS
Forandringar a¥ avskrivningar

Mgerforda avsiehmingar vid forsaljningar resp. uirangeringar W 485
Mrets avskrimingar L2a1 924 14 BFQ
IMpgdende awskrivningar 4 36T T24 <3 3TEBOAD
Redovisat vards 1rmasin 3703 8

Mot 5 Andelar i intresseforetag och gemensamt styrda faretag
20229231 20201231

Ingaends anskafiningsedrden 2 355 280 21000 000
Forandringar aw anskaffningsvardon

InkoSp 305 BET 356 50
Mgaende anskatfningsyandon 2 BE2 91T 2 356 250
Ingdends nedskrimingar < DOD000 <1 000 000
iFgdende nedsiony ningar < 000 000 <1000 00D
Redovisat vards 1 BE2 817 1 366 250

x. Cnarflow 1D 485 151 Side
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Not & Fordringar hos intresseféretag och gemensamt styrda fretag

20221231 20211231
Ingaends anskatiningswarden 150 000 a
Forandringar av anskaffningswarden
dpets ISmnade [3n L 150 03a
IHgaende anskaffningswanden 150 00O 150 000
Redovisat varde 150 00O 150 000
Mot T Andra langfristiga virdepappersinnahav

2022.12.31 20211221
Ingaends anskafiningswdrden 444 000 444 000
Mgaende anskaffningswanden 444 000 444 000
Redovisat varde 444 000 444 100
Mot 8 Langfristiga skulder

2022.12.317 2211231
Langinstiga skulder som forfaller il betaining senare &n fem ar efter &9 946 285 840

balarsdagen

Faretagets iolala bamkdan uppgar Sil 299 S84 o varae 59 986 kr uigor en @nginstig sould och 200 O00

kr uighr en kortfristig skl
Hot 9 5t3llda s3kerheter

0221231 20211231
Forstagsimedoningar 2 00 000 2 200 0
Tillgangar mesd Sgandesrassiorbehdil 1B4E D48 1964 278
Andra stalida sakerheter 1 030 000 1 008 033
Swmma stalida sakerhoter 4 748 D45 5164 276
Hot 10 Eventualfirpliktelser

AO22T 231 20211237
Eventuafarpliisser 107G 178 1275 161

Do 1D 28
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Not 11 Vasentliga handelser efter rikenskapsarets slut

Baolaget raknar med forsatl omsatningshldod Sven under 2023, viket ocksd planeras innshara &n
Ekning av antaled medarbelans.

& arbetet inom hallbarhetsomradet ar priorferat kommer fortsatt sior fokus kommer Bggas pad desa,
bk intemda och gentemat werksamhetans intressenier. £2 annat omrides som bolaget kommer satsa
yhierigars pa ar den Sdiga deben av dnag discovery med fokus pd alt urreckla kompeters:n nom fier

teknologier ooh metoder for att hitta mya kemiska starfpunider $5r nya [kemedesprojest. mesteringar
i ymerigare digialisering av processer, kommer dven det iorisasa.

Invesierngen i del delagda bolaget Sacra Therapeutios &R har Okat nagot efter arsts uigang edfer en
fﬂ'h-:l.‘lh:rl‘l.'«urtﬂ'l‘lgﬂl akher oy f komverbbeit &n.

' Sigemnrt SUTHUS-0R 1ESTE DD LT Cnerfewy 10 4850517
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Underskrifter

Johan Evends Anders Loigren
Yerksiallande o rekhbor StyrelzeordiSrande

Thomas Bnomert Anna Chnsierson
Styreiseledamot Styrelssisdamot

Kardlina Lo
Styre{ssledamot

WVar revisonsberatteise har iSmnats. den dag som framgade av var ekironiska underskift

Ohrlings ProesaterhouseCoopers AR

Mari Lorentz

gt Sigmerat ST 5= 1P E AR LT Dmaflow 10 44557 Sede 1



Deltagare

GHALINGS PRICEWATERHOUSECOOPERS AR SES035.6T40 Sworige

Signerat med Sverrskt BankiD

20230504 TR2800 UTC

Hamn riumamnt iin Seenid SankdD: MARELS LORERNT.D

harm Loswerric
Direcior

RED GLEAD DISCOVERY AR Svarige

Signerat med Sverrskt BankiD

Durim

|t T L

20230504 TR0 UTC

Mamn riumamnt ian Seenid SankdD: Lar Joban Brends

Joten Evenin
CELCE

Signerat med Sverrskt BankiD

KMarmn riumsmt hien Seermkl SankdD: &ndem Theodos Laigren

Andem Lagren

Signerat med Svertskt BeamkiD

Harmrn rrurmasnt hiin Seenikd BankdD: THORAT BERIEERT

Thormas Brmerd

Signerat med Svernskt BamkiD

Hamn riumamnt han Seensid SankdD- SMKS CHRASTERSON

Anrm Cheiie roecn

Signerat med Sverrskt BankiD

Harmn rriumamnt ian Seenuid SankdD: farcdna Anra LewEs

Karclirm Lwvir

wF Sigoenit B0O03-05-04 TR2E00 UTC

Ooarficw 1D 485757 Sida 13013

E-pant

£ e-prar

& Er-paan

£ e-prar

& Er-paan

£ e-prar
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