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Abstract
Large players within the construction sector have launched the goal of becoming climate-neutral by
2045. In Sweden, the construction sector accounts for approximately 20 % of the country's total
emissions. Hence, the purpose of the study is to examine how approaches and frameworks within the
�eld of innovation can be employed to promote innovations that contribute to climate neutrality
within the construction sector. The study perceives the term innovation as non-trivial advancements in
process, system, and products. Consequently, the aim is to expand knowledge regarding the interplay
between contractors and the Business to Government (B2G) channel while complying with the public
procurement act (commonly referred to as the LOU). The selected methodology for this study consists
of a qualitative case study with an exploratory approach as this suits the nature of the main research
question (MRQ). The literature review primarily contributes with theories within the �elds of
Construction Innovation and Contract Theory to broaden the scope. The empirical �ndings indicate
that the overall level of knowledge is de�cient, both in the private and the public sector. Consequently,
the procurements are greatly in�uenced by fear of procuring inadequate outcomes or being deceived by
the contractor. To combat this, the empirical �ndings and the literature imply that long-term planning,
knowledge-sharing, and market dialogue can prove to be viable strategies. In addition, based on the
empirical �ndings and the need for risk allocation, innovation funds are suggested. The �ndings from
this study expand the literature on innovation within Slow Systems, Construction Innovation, and
Contract Theory. The study presents a profound understanding of which climate neutrality plays a
pivotal role in the preface of novel ideas within the construction sector, which further impacts the
adoption of innovations. However, there are certain limitations to the study. The employed case study
is appropriate for exploring how questions and providing in-depth knowledge. Though the study is
empirically rich, the �ndings are restricted to the context of this single case. Thus, further research is of
value to further con�rm or contradict the �ndings.
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Sammanfattning
Stora aktörer inom byggbranschen i Sverige har som mål att bli klimatneutral till år 2045. I Sverige står
byggbranschen för cirka 20 % av landets totala utsläpp. Syftet med studien är därför att undersöka hur
tillvägagångssätt och ramverk inom innovationsområdet kan användas för att främja innovationer som
bidrar till klimatneutralitet inom byggbranschen. Studien ser på innovation som icke-triviala framsteg
av processer, system och produkter. Denna studie syftar till att bidra med kunskap om samspelet mellan
byggentreprenörer och Business to Government (B2G) kanalen samtidigt som man verkar under lagen
om o�entlig upphandling (vanligtvis benämnt som LOU). Den valda metodiken för denna studie
består av en kvalitativ fallstudie med utgången i ett utforskande förhållningssätt eftersom det passar
huvudforskningsfrågans karaktär. Litteraturöversikten bidrar primärt med teorier inom områdena
Construction Innovation och Contract Theory för att bredda scopet. De empiriska resultaten tyder på
att den övergripande kunskapsnivån är bristfällig, inom privat samt o�entlig sektor. Följaktligen
påverkas upphandlingarna i hög grad av rädsla för osäkra resultat eller att bli lurade av
byggentreprenören. För att motverka detta visar de empiriska resultaten tillsammans med litteraturen
att långsiktig planering, kunskapsdelning, marknadsdialog kan vara en möjliga strategier. Baserat på de
empiriska resultaten samt behovet av riskfördelning, föreslås innovationsfonder. Resultaten från denna
studie utökar litteraturen om innovation inom Slow Systems, Construction Innovation och Contract
Theory. Studien presenterar en djupgående förståelse för hur klimatneutralitet spelar en stor roll i
grunden för nya idéer inom byggbranschen, vilket ytterligare påverkar introduktionen av innovationer.
Det �nns dock vissa begränsningar för studien. Den enskilda fallstudien är lämplig för att utforska hur
frågor och ge fördjupad kunskap. Även om studien är empiriskt utförlig, är resultaten begränsade till
sammanhanget för detta enstaka fall. Därför är ytterligare forskning av värde för att ytterligare bekräfta
eller motsäga resultaten.

Nyckelord: Offentlig Upphandling, LOU, Innovation, Hållbarhet, Klimatneutralitet
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1. Introduction

This study investigates the public procurement of innovations in the construction sector.
Innovations are, in this study, de�ned through Slaughter’s (2000) perception, which describes
innovations as non-trivial advancements in a process, system, or product. The introduction
presents the background, problem formulation, purpose, the research questions (RQs) to guide the
research, the delimitations, and �nally, the disposition of the study.

1.1. Background

In 2015 the United Nations decided upon 17 Sustainable Development Goals (SDGs) for all
member countries to perform joint actions toward a sustainable world (United Nations, 2021). For
example, SDG11, Sustainable Cities and Communities, aims to “Make cities and human
settlements inclusive, safe, resilient, and sustainable” (The Global Goals, 2022). The construction
industry is known as a globally emerging sector that has a presence in developed and developing
parts of the world (Ortiz et al., 2009), having a high relation to SDG11. Thus, the emerging
economic, social, and environmental improvements of sustainable development are becoming ever
so relevant for the sector as it accounts for a large part of global emissions. More speci�cally, in
2015, the sector accounted for 38 % of global energy-related carbon dioxide (CO2) emissions and,
by 2020, the number had decreased by 10 % due to both intentional e�orts and the COVID-19
pandemic (United Nations Environment Programme, 2021). In Sweden, the construction sector
stands for about 20 % of the country's total emissions (Fossilfritt Sverige, 2022). To lower the
climate impact, a large number of actors in the industry have collaborated to develop and present a
roadmap for fossil-free competitiveness, where the vision is for the sector to be climate-neutral in
2045 (ibid.).

To become climate-neutral, organizations within the construction sector have to take responsibility
to become more sustainable and adapt to the world's increased population. One possibility is to
utilize innovations to become more sustainable (Matos et al., 2019). However, an organization
must be able to identify an adequate strategy to adapt to technological innovations in a successful
way (Amorós & Tippelt, 2012). According to Slaughter (2000), innovations play a vital role in
enabling long-term competitiveness and describe innovations as non-trivial advancements in a
process, system, or product. Hence, the innovations ought to be of such caliber that the company
bene�ts, either through competitiveness or valuable knowledge from developing or employing
them, regardless of successful or failed innovations. Innovations within the construction sectors are
incorporated in complex projects where the �nal construction is commonly large and long-lasting;
innovations tend to follow stricter guidelines (Slaughter, 1998; Blayse & Manley, 2004). However,
the evident increase in emulation has led to emerging innovations in the construction industry
(Dulaimi & Kumaraswamy, 2000). As the necessity for innovations remains signi�cant, the present
functional segregations and the risk allocations prevent innovations in areas such as design,
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construction, and managerial methods (Kumaraswamy et al., 2004). Eventually, liabilities and
penalties associated with innovations may a�ect the party that chose to disregard standard practices
within the industry. In addition, the construction industry has been portrayed as frail, insu�cient,
nebulous, and slow to respond to changing requirements (Clough et al., 2015). The demand for
innovations within the society is correlated to how procurement processes are executed (Uyarra &
Flanagan, 2010). In Sweden, procurement contracts can be divided into two major categories:
public and private procurement (Upphandlingsmyndigheten, 2022a). The public sector operates
through public procurement when purchasing goods, services, or construction work. Thus,
working towards public procurements can be referred to as Business to Government (B2G).
Innovation in the public sector is a prerequisite for meeting current and future societal challenges
(Upphandlingsmyndigheten, 2022c). By purchasing, implementing, and using innovative solutions
in public organizations, improved community, and better bene�ts can be o�ered to citizens (ibid.).

Konkurrensverket (2020) depicts that the Public Procurement Act (commonly referred to as
LOU) is a statutory procurement process intended to ensure that public purchases pave the way for
competition among the candidates and that public funds are used in an adequate and e�ective
manner. The LOU is established upon the European Union (EU) directives as this allows free
movement of goods and services within the EU. The LOU cultivates the contracting authority to
accept the most economically bene�cial tender. The chosen tender is evaluated through three
signi�cant factors: (1) cost, (2) price, and (3) the most satisfactory relationship between price and
quality. The cost-e�ectiveness of the tender greatly impacts the decision due to its close correlation
with public funds. However, an analysis of life cycle costs may be presented to obtain a holistic
view. Moreover, the price is suggested by the supplier in accordance with the conditions in the
procurement documents. If the contracting authorities neglect to imply environmental aspects as
mandatory, the price may form the basis for awarding the tender. The relationship between price
and quality considers factors such as productivity and environmental aspects in relation to the
price. (ibid.) After a tenderer has been selected, there is a possibility to appeal the decision. If so, a
review procedure is initiated to investigate if the procurement has been selected based on proper
assessments (Upphandlingsmyndigheten, 2022b).

1.2. Problem Formulation

The Swedish construction sector is facing signi�cant transformations to become climate-neutral in
2045 (Fossilfritt Sverige, 2022; Karlsson et al., 2020). While there have been some signi�cant
transformations, there is a lack of incentive from the public sector to demand innovative solutions
as a means to be climate-neutral (Gelderman et al., 2017). The major hindrance to accepting
innovative solutions is correlated to economic factors as these are associated with public funds, thus
the government must practice utmost cautiousness when procuring contracts (Lynch, 2013).
Furthermore, there is a lack of a fundamental approach to risk allocation (Morledge et al., 2021)
and management principles (McKevitt et al., 2012). As a result, the concerned parties seldom take
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unnecessary risks despite the possibility of improving existing solutions. Nevertheless, for
innovations to be integrated into the construction sector there is a need to investigate the public
procurement processes' acceptance of such solutions (Knutsson & Thomasson, 2013). The LOU is
signi�cant when awarding the most suitable tender (Konkurrensverket, 2020), thus, the
procurement process is closely aligned with laws and regulations that may hinder innovations to be
procured (Upphandlingsmyndigheten, 2022c).

1.3. Purpose & Research Questions

The purpose of this study is to examine how approaches and frameworks within the �eld of
innovation can be employed to promote innovations that contribute to climate neutrality within
the construction sector. Through such investigations, the study can acquire and develop
knowledge concerning how contractors within the construction sector and innovations interplay
when complying under the LOU within the B2G channel. The main research question (MRQ)
guiding this study to ful�ll its purpose is presented as follows:

MRQ: How can contractors employ innovations under the regulations of LOU to contribute to
climate neutrality within the B2G channel?

The backbone for the MRQ is constructed by two sub-research questions (SRQs). These questions
are to be answered to contribute to a fundamental understanding of the problem. The SRQs are
formulated to investigate how business within the B2G channel can be conducted and how
contractors can combat risks and create opportunities within public procurement negotiations.
Therefore, the SRQs are formulated as follows:

SRQ 1: What are perceived as important aspects to consider when negotiating public
procurements that include innovations within the B2G channel?

SRQ 2: How can contractors combat the problem of risk allocations associated with
innovations within procurement negotiation?

1.4. Delimitations

Some procurements are procured on an innovation basis, called innovation procurement, but are
seldom employed due to extensive resources and time (Upphandlingsmyndigheten, 2022c). Thus,
the study did not focus on such procurement as they were deemed to hold a low usage rate. Instead,
the study focused on the public procurement process. Moreover, the LOU was considered as a
�xed legislation, and the behavior and actions of the public procurement authorities were
considered a constant denominator. Hence, the study was not aimed to change any of the
mentioned factors but rather to understand them to formulate strategies that align with the LOU.

The case company consists of several divisions, whereas the study primarily focused on the three
main areas: Construction and Services, Project Development, and Business Development and
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Other Function. The study was limited to the mentioned divisions to facilitate a cohesive
understanding of the research area. Nonetheless, the study can expand by broadening the scope to
incorporate additional divisions within the case company.

The study predominantly focused on environmental and economic sustainability. Although social
sustainability is mentioned in the study, the aim was to comprehend implications on an
environmental and economic level. Thus, the study mainly targeted issues that correlate to the
mentioned aspects. Additionally, risk allocation was considered within the �eld of risk
management. Hence, risk allocation was regarded as a separate entity that did not include
additional risk management principles.

1.5. Disposition

Chapter 1 - Introduction: The introduction presents the grounds for the conducted study by
providing relevant background and the problem formulation. This section is divided into the
following subheadings: Background, Problem Formulation, Purpose and Research Questions,
Delimitations, and Disposition.

Chapter 2 - Literature Review: In this section, the literature review is presented for the
following �ve areas: Innovations within Slow Processes, Construction Innovation, Change
Management, Contract Theory, and The Public Procurement Process. Theoretical frameworks
and concepts are highlighted to provide a deeper understanding of the problem at hand and aid in
ful�lling the purpose of the study.

Chapter 3 - Method: In the method section, the process of how the study has been conducted is
presented through the following subheadings: Research Design, Literature Review, Data
Collection, Data Analysis, Research Quality, and Research Ethics. The subheadings discuss the
method choices within the context of the conducted study.

Chapter 4 - The Case Company: This section presents the featured case company and their
challenges to motivate the choice for the master’s thesis.

Chapter 5 - Empirical Findings and Analysis: The empirical �ndings and analysis present the
results and conclusions from the conducted interviews. Subheadings are presented to re�ect the
interview groups chosen within the qualitative study. This section aims to provide insights
regarding practical issues and ideas for integrating innovations within the public procurement
process.

Chapter 6 - Discussion: This section connects the literature review with the empirical �ndings
and analysis to provide a nuanced discussion and answer the posed RQs. With the triangulation
that is done within this section, the study's quality is enhanced.
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Chapter 7 - Conclusion: In this section, the study is concluded to ful�ll the purpose, including
the larger implications of the study. The conclusion presents both the managerial implications as
well as the theoretical contributions of the study. Lastly, the study’s limitations are discussed, as
well as suggestions for possible future research within the �eld.

Chapter 8 - References: This section provides all the references used in this master’s thesis,
categorized by Books, Journals, and Websites.
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2. Literature Review

In this section, the literature review is presented. To follow a funnel approach, the review of the
literature is divided into the following subheadings: Innovations within Slow Processes,
Construction Innovation, Change Management, Contract Theory, and The Public Procurement
Process. First, it is important to understand the obstacles to integrating innovations within slow
processes, meaning processes that contain intricate systemic characters (Hekkert et al., 2007).
Second, it narrows down to understanding the �eld of construction innovation and the
implications of introducing new solutions within the industry. Third, change management is
presented to understand how a need to change current structures can impact an organization.
Fourth, contract theory is presented to acquire a practical understanding of how contracts a�ect
the means to procure innovations. Lastly, literature regarding the public procurement process is
reviewed to obtain an understanding of how this process is conducted in practice.

2.1. Introducing Innovations within Slow Processes

The term system building is becoming ever so crucial in the literature concerning Technological
Innovation Systems (TIS) (Hellsmark & Jacobsson, 2009; Kukk et al., 2015; Kukk et al., 2016;
Musiolik et al., 2012). The concept of TIS is built upon the notion that innovation and
technological change are not matters purely within organizations but are also found in a broader
innovation system that supports, guides, and also constrains the action of the organizations
(Jacobsson & Bergek, 2004). Markard and Tru�er (2008) describe TIS as a collection of networks
with actors and institutions that interact in a distinct technological �eld and contribute to the
generation, di�usion, and utilization of new technology. Likewise, Saviotti (1997) describes the
mere concept of an innovation system as the belief that innovations are not results of secluded,
discrete phenomena but rather a result of the interaction with a ray of entities and actors, thus one
must realize that innovations are not solely developed by individuals, organizations, institutions,
but more so are an outcome of complex patterns of interactions. Within the TIS, numerous actors
such as suppliers, technology developers, service providers, lead users, and the diverse networks and
connections between them are present (Musiolik & Markard, 2011). The interactions among these
actors develop and maintain technology-speci�c institutional structures such as norms, standards,
support, collective ideas, and technology legitimacy (ibid.). Therefore, the means to innovate are
largely impacted by institutional and organizational con�gurations. This view is further elaborated
by Edquist and McKelvey (2000), stating that the demand for innovations is dependent on policy
instruments such as laws, taxes, regulations, and subsidies. Consequently, these factors are prone to
in�uence the di�usion of technologies, and thus, certain innovations may be encouraged due to
environmental bene�ts. This naturally leads to a governmental incentive to produce technological
procurement as an innovation policy instrument. Seemingly, there is an apparent incentive for an
innovation policy instrument. However, Hekkert et al. (2007) explain that the intricate systemic
character of technological change explains why technological change is a rather slow process and is
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complicated to in�uence. It is further argued that innovations are not solely dependent on
competition among various technologies, but more so dependent on competition between a ray of
existing innovation systems that are emerging as well as are fully established innovations (ibid.).

Furthermore, Edquist and Johnson (1996) depict a rather fascinating paradox concerning the
relationship between established institutions and innovations. Innovations are believed to be
uncertain and con�ict-ridden, thus assertive institutional support is required to allocate adequate
resources to foster innovations. Simultaneously, institutions are regarded as entities that provide
stability, rigidity and act as innovation brakes as opposed to accelerators. Changes within
institutions are considered slow due to the favoritism of established technological trajectories.
Therefore, innovations may not be realized to their full potential as there is a lack of resources and
incentives to introduce innovations. The rather slow reaction to changing conditions has been
especially prominent in the construction industry (Halou et al.,2019). According to Motawa et al.
(2007), the construction industry is lagging due to the uniqueness of the various projects. It is
believed that the construction industry entails uncertain future forecasts, which are associated with
certain risks. The projects are subject to diverse weather conditions, location, transportation, and
labor that may not be aligned with the contractor's predetermined arrangement. In addition, the
projects involve a ray of skills that are non-repetitive in nature.

Furthermore, Hekkert et al. (2007) state that innovative systems are subject to the lock-in e�ect
that causes a rather rigid technological trajectory. Kemp (1994) depicts that one ought to
comprehend that technological progress is generally developed according to a certain trajectory due
to the prevailing technology and the design that has bene�ted from numerous evolutionary
advancements. The advancements are generally related to factors such as costs and improved
performances that are a result of a better understanding of the users' preferences. The adaptation of
the process is further dependent on the socio-economic environment, such as accumulated
knowledge, capital outlays, infrastructure, available skills, production routines, social norms,
regulations, and lifestyles. Hence, one must grasp the di�erent variables concerning an innovation
before attempting to realize it. Additionally, Hekkert et al. (2007) propose that one must grasp the
associations between incumbent technology and the incumbent innovation system in relation to
the impending technology and innovation system.

Certain studies encourage �rms to develop discontinuous innovations (DI) as a strategic tool due
to the potential market growth of DI and to obtain competitive advantages (Leifer et al., 2000;
Bessant et al., 2005). DIs are referred to as products that have been radically improved in terms of
signi�cant leaps (Veryzer, 1998). A DI can be in the form of radical or disruptive (Lim et al., 2008).
Organizations that employ DIs are believed to enhance the industry incumbents' competitive
positioning (Abernathy & Clark, 1985; Christensen, 1997), on the other hand, incumbent �rms
have been criticized for their ineptitude to produce DIs (Noke & Hughes, 2008). Gilbert (2003)
states that some �rms leverage DI to develop their business in additional market segments to gain a
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larger customer base. Derived from this �eld, Phillips et al. (2006) have proposed the concept
known as strategic dalliances. This is a non-committal relationship where the organizations can
have �exible ties with �rms and suppliers, whilst maintaining long-term strategic partnerships. The
ties are believed to enable organizations to gain novel information, ideas, and resources that enable
DIs. However, ties are seldom in need of development or maintenance as it is not based upon
established norms. Furthermore, Day and Schoemaker (2004), state that an organization's ability to
detect and comprehend technological and market trends that exceed the organization's core
discipline is crucial to developing DIs. This assertion is further strengthened by Phillips et al.
(2006), who views strategic dalliances as a strategy to optimize the organization's possibilities of
realizing ideas outside its core discipline.

2.2. Construction Innovation

Currently, innovations within construction are limited as they are dependent on the market's
ability to demand and reward innovations (Loosemore, 2015). Innovations within construction are
more complex than in, for example, manufacturing, as there is an apparent need to use a dynamic
process through the construction process (ibid.). In practice, construction innovations are rather
created as responses to problems that arise than with the purpose of solving a preexisting problem
before the construction process has begun (ibid.). Within the �eld of construction innovation,
earlier studies have investigated the background to this problem, as well as frameworks to combat
these. This section presents various ways to work with these problems by presenting frameworks
from earlier conducted studies within the �eld of construction innovation. With the perception
that even though the legislation is di�erent within the countries, the problems with construction
innovations are similar, the section entails studies originated in other countries than Sweden.

To begin with, the construction sector is dependent on winning contracts, and the competition
complicates the integration of innovations as clients have a signi�cant impact on how the industry
develops (Loosemore, 2015). Similarly, the contractors need to avert the economic risk of
integrating innovations to enable o�ering innovations (ibid.). In turn, this can foster innovations
within the construction sector. Consequently, the market has to demand and reward innovations.
For example, the government needs to create an environment that embraces innovation (ibid.). In
addition, the collaboration within the construction sector could further foster innovation, but the
importance lies with early involvement in the design process when doing so (ibid.). Hartmann
(2006) elaborates that the procurement form determines the level of innovation within a project.
He also emphasizes how the problem with introducing innovation is not realizing the value of
innovation. To grasp the context-related potential of innovative ideas, Hartmann (2006) presents
an approach consisting of four variables. These are the potential for solving problems, di�usion,
di�erentiation, and implementation. Thus, by using this approach, it is possible to showcase the
potential of the innovation more in practice. Relatedly, with the construction industry’s need to
become more innovative, de Valence (2010) identi�ed the procurement processes as the main

8



I. Amirthalingam, N. Kramer

denominator. Using a traditional procurement method, such as design-bid-build, does not
encourage innovation (ibid.). In contrast, unconventional methods such as design-build contracts
enable the contractors to build, own, and operate, which has been discovered advantageous when
opting for innovations (ibid.).

To embrace innovations, Loosemore (2015) presents a model of the construction innovation
process based on the �fth-generation innovation principles. The model was displayed and
demonstrated to 58 respondents, leaders with relevant experience within innovation. The model
consists of three stages: Encourage It, Allow It, and Catch It. Through the process, the idea is to
create conditions to enable innovations, develop new ideas, and discover the ideas that have real
potential. Similarly, Bygballe and Ingemansson (2011) re�ect on the possibility that the network
structure of the industry is the main problem fostering innovations. Thus, emphasizing how
interactions within the industry might facilitate an increasing amount of construction innovations.
Since long-term contracts are rare, the innovation process is hindered as they do not want to
collaborate or share their knowledge with their competitors. However, Bygballe and Ingemansson
(2011) underline that awareness and external knowledge exchange are necessary both within
interactions and internal processes to increase innovations within construction. In agreement,
Eriksson (2017) depicts the need for collaboration and joint activities to enhance complex projects
within the construction industry to promote knowledge sharing. Eriksson (2017) believes that
knowledge sharing can promote long-term innovations and short-term e�ciency.

Havenvid (2015) investigates the construction sector's negative e�ect on innovation by considering
two explanations: competition and interaction. Interaction refers to business exchange, meaning
creating business relationships with other �rms to create value (ibid.). The study concludes that
using competition and interaction in combination tends to cancel each other out. Thus, using
them together is seen as unnecessary or even contradictory by Havenvid (2015). More speci�cally,
the study emphasizes the issue that policymakers in Sweden still consider competition as the main
driver for innovations. This is even though collaborations and long relationships are seen, by other
studies, as keys to enabling sustainable innovation processes (ibid.). In agreement, Blayse and
Manley (2004) have studied the principal factors that complicate construction innovation. To
foster construction innovation, they depict the need to focus on a partnering and alliance approach
within projects, using the knowledge from innovation brokers and introducing performance
criteria within the procurement process. In contrast, Bygballe and Ingemansson (2011) identify
how the low margins within the construction industry are a signi�cant reason why innovations lack
focus. They also emphasize how clients often oppose change and that the policies do not welcome
or enable innovation. In the particular case of Sweden, Bygballe and Ingemansson (2011) depict
the gap between the industry and public authorities in which competition still plays a vital part. It
is also discussed that the construction industry is naturally permeated by competition, which is
enhanced under LOU as it advocates for further competition. So, therefore they question if further
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competition within the industry is the way to go. As emphasized through various studies, the
importance lies within understanding the role of the public procurement process, which is
dependent on the relationship between the industry and the public authorities. It is critical to have
the internal competence to adapt to changes and nurture and develop the relationship. Thus, it can
be advantageous to employ strategies to succeed in doing so.

2.3. Change Management

According to Rogers (1995), innovation can be described as an idea, practice, or object that is new
to an individual. Kahn (2018), on the other hand, describes innovation as having two de�nitions;
the introduction of a new subject, or a novel idea, method, or device. However, the idea of
innovations are elaborated through the notion that the implementation of innovation is a process
of acquiring the employees' proper and dedicated use of innovation (Kemp & Low, 2008; Klein &
Sorra, 1996). To ensure that the anticipated advantages are achieved, a proper implementation
process must be of utmost priority (Kemp & Low, 2008). The implementation process has to be
widely adopted to ensure that the innovations yield the expected bene�ts (Lundberg et al., 2019).
This view is supported by Klein et al. (2001), who proposed that new systems seldom fail due to
innovation but rather due to implementation failure. However, the construction sector is believed
to be a complex social system, hence, enforcing innovations in the construction sector is a rather
complex and non-linear process (Lundberg et al., 2019; Shibeika & Harty, 2015). Furthermore,
Kemp and Low (2008) emphasize the importance of considering aspects of change management to
impact the implementation climate for innovation. Change management is becoming ever-so
relevant as society develops at a much faster pace (Lambrechts & Verhulst, 2015). Cao and
McHugh (2005) propose that a plausible way to manage and grasp organizational change is to
approach change management through a systemic view. It is further suggested that organizational
change can be divided into the following four areas: process changes, functional organizational
changes, culture organizational changes, and power distribution changes within the organization.
The article further sheds light on how the areas are interconnected and organizational change can
be perceived as a dynamic process. Gerbec (2017) stresses how changes within the process industry
vary, but that almost all have a certain persistence to change. It is also believed that changes a�ect
several parts of the organization. As earlier discussed, change is interconnected, and the outcome of
one change can a�ect another part. Hence, change needs to be considered as a whole to be managed
successfully. Cao and McHugh (2005) remark that organizations often attack one obstacle of
change. Hence, a systemic perspective is of great importance to ensure proper support and
adequate organizational changes (Cao & McHugh 2005; Pluta & Rudawska 2016).

Employees are believed to carry a profound in�uence on organizational changes (Faupel & Süß,
2018; Bormann & Rowold, 2016). Oreg (2003) claims that there is an evident resistance to change
among the employees. This aspect is further reinforced by Chawla and Kelloway (2004) as they
state that psychological processes are vital in predicting if employees' responses will be in favor of

10



I. Amirthalingam, N. Kramer

the change. The processes and variables associated with promoting change readiness could be
evaluated with the theory of planned behavior (TPB) (Ajzen, 1991). The said theory sheds light
upon three factors: related constructs of attitude, subjective norm, and perceived behavioral
control. The TBP could be utilized to assess employees' reactions to change. TBP suggests that
employees that possess positive evaluations based upon beliefs regarding favorable outcomes for the
individuals or the organization are expected to display supportive behaviors towards change.
Moreover, according to Ajzen (1991), the subjective norm can alter the behavior of the employees.
The in�uence of colleagues, leaders, supervisors, and top management plays a vital role in creating
employees' perceptions of the situation (Neves, 2011). Furthermore, Ajzen (1991) proposes
through TPB that individuals' perception of control over the change is correlated to the readiness
to aid in change management. Thus, the employees must gain con�dence in the act of altering the
organization as this will result in a greater approval rate for the change. Although the TPB could be
used to assess employees' reactions to change, Ajzen (1991) argues that attitude, subjective norm,
and perceived behavioral control are at di�erent ends of the spectrum, yet crucial in social and
behavioral research. It is, therefore, proposed that one ought to obtain further distinctions between
other beliefs and associated dispositions. The behavior can be altered through a proper
understanding of the employees' needs and requirements through a contract that is designed with
regard to this.

2.4. Contract Theory

Studies have proven that traditionally delivered construction projects are subject to low rates of
productivity, hostile relationships, inadequate means and strategies that result in alteration and low
quality, elevated risk of disputes, and shortage of innovation (Gordon 1994). As a result, the
projects yield insu�cient results, and thus there is a strong incentive to employ alternative contract
methods. The contract theories, presented by Hart and Holmström (1989), shed light on how to
foster perfect competition. More importantly, the contract theories have enlightened on the
insu�ciency of the paradigm as it fails to accommodate crucial economical factors. It is further
stressed that contracts between trading parties are even more crucial in the case of a long-term
partnership. In later years the term incomplete contracts were proposed by Hart (2017), where it is
argued that contracts are seldom worded properly, unambiguously, and exclude important matters.
For instance, matters regarding unforeseeable events are seldom included in a contract. Thus, a
certain level of uncertainty is bound to a�ect both parties. On the other hand, van Aaken (2009)
suggests that the contract theory employs an ex-ante approach and explores under what
circumstances parties approach contracts. Thus, this practice recognizes the consensual approach
and the limitation of the parties. The contracts are commonly established on factors such as
information economics and the distribution of risks. In some cases, the contracts are employed for
repeated future interaction. However, to conduct long-term contracts, proper competencies are
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required. On the contrary, Hart (2017) stresses the importance of renegotiating long-term
contracts as this will ensure that contracts are up to date.

2.4.1. Principal-Agent Theory

Lyons (1996) states that the contract theory plays a signi�cant role in providing fairly simple
speci�cations and thus nearly resembles a complete contingent contract. Similar to contingent
contracts, this approach includes certain risks to ease risk-averse parties' concerns. The parties may
prefer a stable income stream, despite risking a lower pro�t. A proposed option is to utilize
third-party securities or insurance markets to a certain degree. However, Cheung (1969)
emphasizes that there are bene�ts to risk-sharing as this will enable pro�t sharing. This theory
correlates to the principal-agent theory as it provides perspicuity into the structure of incentive
contracts (Chapman & Ward 2003; Garen 1994; La�ont & Tirole 1993; Sappington 1991; Stroh et
al. 1996). Chang (2014) stresses that the principal seldom holds information regarding the agent's
genuine capability before conducting the contract. In addition, the principal is rarely unaware of
the e�orts that the agent is willing to provide. The former obstacle emerges when there is an
asymmetric information �ow among the parties, this is known as the adverse selection problem.
Hart and Holmström (1987) suggest that such obstacles can be overcome by presenting a ray of
various contracts that can make the agent both comfortable to exchange information and willing to
reveal the true capability. The latter obstacle presents as a hazard problem, which can be managed
by holding the agent liable for any �nancial mishaps (La�ont & Martimort 2009). Nevertheless,
Chang (2014) states that the principal-agent theory does not propose that risk ought to be
primarily transferred to the agent, instead, it advocates for an optimal risk-sharing ratio. The said
ratio ought to be �xed at a level where the total surplus from the transaction can be fully utilized
under constraints of participation and incentive compatibility. However, Eisenhart (1989) argues
that the principal-agent theory does not consider potential loss from contract breakup. If the
contract fails, the principal is usually faced with �nancial responsibilities and the resumption of the
transaction. During this phase, Chang (2014) states that the agents may pursue compensation
through opportunistic actions, such as overpricing the changed order. It is further stated that this
theory assumes that all risks cause similar outcomes. Thus, the risks ought to be evaluated
separately and priced at di�erent levels.

2.4.2. Relational Contract Theory

The idea of rational contracting was proposed by Macaulay (1963) as a form of compliment to the
existing contract. The purpose of the contract was to encourage cooperation and trust and ensure
successful outcomes. As a stepping stone from this, Macneil (1980) developed and improved this
approach and called it relational contract theory. The theory emphasizes that contracts ought to
include intricate aspects of interactions between the diverse contracting organizations to enhance
the trust among the participating parties. The theory sheds light on common contractual behaviors
that are perceived as part of the contractual agreements. The contractual behaviors are present to a
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certain degree in all contractual relations. The behavior norms are as follows: integrity, reciprocity,
�exibility, contractual solidarity, reliance and expectations, restraint of power, implementation of
planning, e�ectuation of consent, the propriety of means, and harmonization of con�ict. Macneil
(2001) sheds light on the spectrum of exchange that varies from discrete to relational. The latter
indicates an emphasis on norms such as integrity, flexibility, and contractual solidarity. Aside from
these norms, the relational exchanges are built upon a mutual friendship that forms the foundation
for the long-term integration of additional behaviors, and hence the relationship is built upon
layers of norms. The former, on the other hand, focuses on precise planning and consent from
both parties. Hence, the relationship is primarily isolated from other factors concerning the
relationship of the involved parties. Additionally, the parties are not keen on partnership or sharing
the potential bene�ts and burdens.

The literature emphasizes that relational norms are complemented by laws and regulations.
Trebilcock and Jing Leng (2006) state that initial transactions are generally instigated through the
support of the law as this can reinforce a trusting relationship and establish long-term trading
relationships. Milhaupt (1996) remarks that laws are especially crucial in highly relational contexts
that are distinguished by intricate and unde�ned obligations. Hence, it is believed that judicial
enforcement of general legal principles is important to create a complete contract. The act will
ensure that opportunism will be detected and addressed accordingly. On the contrary, Akerlof
(1970) notes that a relational contract does not address the predicaments that arise due to di�ering
levels of knowledge and skill among the transacting parties. The imbalance of knowledge is known
as information asymmetries; such occurrences may lead to questionable fairness within the
contract, even if the parties have negotiated thoroughly (Kimel, 2007). Nevertheless, Braucher et al.
(2013) note that even though the parties may employ legal formalities as distancing devices, they are
seldom the only factor deciding the course of the relationship. The parties do rarely treat one
another in a purely transactional manner but generally opt for the norms of the relationship to
determine the behavior.

2.5. The Public Procurement Process

In the private sector, negotiations of construction contracts can be the main denominator to decide
which contractors to choose (Waara, 2007). But in the public sector, this choice is not a possibility.
Instead, when a public authority wants to buy something, the national law requires open
competitive tendering, and in Sweden, this process is regulated by the LOU (ibid.). In this section,
literature treating the public procurement process in Sweden is reviewed. This �eld is examined to
provide an overview of how the public procurement process is done and what the common
perception of the process is.

Within the process of open competitive tendering, di�erent criteria help in deciding who receives
the contract. Waara (2007) emphasizes that there is a distinction in the way in which construction
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procurement o�cers follow the public procurement process when opting for construction
contracts. For example, Waara (2007) depicts how some o�cers want to meet the contractors to
know if they can be trusted. On the contrary, another o�cer did not want to meet the contractors
to avoid the problem of favoritism. Thus, this observation con�rms that even though LOU exists,
the interpretation of the law can be di�erent and result in di�erent outcomes. Similarly, Sporrong
and Kadefors (2014) emphasize that the knowledge and expertise of the construction procurement
o�cers tend to vary. This problem can result in a di�erence in a decision; some o�cers tend to
decide on contracts with connection to the lowest price, and others rely on methods for quality
assessments (Sporrong & Kadefors, 2014). Consequently, as the construction procurement o�cers
do not have the same level of understanding or experience, they will not make the same decision.

Moreover, the same applies to how stakeholders involve end-user needs with reason to varied
knowledge. A study made by Wihlborg and Laurell (2012) analyzed how stakeholders involved
end-user needs in building houses of culture. The study emphasized that the involvement of
end-user needs is decisive regarding both implementation and decision-making of a construction
process. Results showed that stakeholders executed this involvement di�erently and that their
intentions and knowledge in doing so varied. This con�rms the earlier implication from Waara
(2007) and Sporrong and Kadefors (2014) that stakeholders and construction procurement o�cers
have di�erent knowledge and experience in making these kinds of decisions. Moreover, Wihlborg
and Laurell (2012) argue that the brie�ng, understanding the client’s needs, has to be translated to
enable inclusion in the public process. Yet again, depicting the need for knowledge of stakeholders
involved in the brie�ng. Consequently, the interplay of common cognizance and perspectives
between public administration and contractors is signi�cant to ensure trust throughout the
process. Relatedly, Varnäs et al. (2009) studied the environmental considerations in procurement
contracts in the Swedish construction industry. In the study, it is explained how there is a lack of
cognizance regarding how to make green procurement contracts with environmental bene�ts.
More speci�cally, common obstacles concerned fear of employing limitations, higher costs, or more
time required for the process. The results of the study show that environmental aspects are often
considered. However, connecting to the earlier mentioned obstacles, they are not used to the full
extent that they could be. Thus, Varnäs et al. (2009), in agreement with Waara (2007), Sporrong
and Kadefors (2014), Wihlborg and Laurell (2012), highlight that there is a diverse distribution of
knowledge between the construction procurement o�cers that might impact how their
procurement processes are done. This fact impacts how the LOU is considered in practice.

In conclusion, the interplay between the LOU and innovations within the construction sector has
not been thoroughly studied. Through reviewing the literature, it was evident that the �eld of
construction innovation in regard to recent changes is slim, and there is a need to contribute with
qualitative knowledge gathered from relevant actors such as the public sector and the case company
featured in this master’s thesis. Additionally, the impending goal for the sector to become climate
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neutral in 2045 presents an urgent need to comprehend the societal shift to developing accordingly.
However, the practical implementation of innovation within the sector is scarce, and they seldom
take the public authorities’ position into consideration. Therefore, it is important to contribute
knowledge regarding how contractors within the construction sector and innovations interplay
when complying with the LOU within the B2G channel.

15



I. Amirthalingam, N. Kramer

3. Method

In this section, the method for the study is presented. The section is divided into the following
subheadings to give a profound understanding of the selected methods: Research Design,
Literature Review, Data Collection, Data Analysis, Research Quality, and Research Ethics.

3.1. Research Design

The research design for this study was set to follow a qualitative case study approach (Blomkvist &
Hallin, 2015; Saunders et al., 2012; Yin, 1994) as the RQs are formulated with how and as the
problem involves an interpretation, both socially and subjectively, regarding the chosen �eld of
study. Since the purpose of the master’s thesis is to examine how approaches and frameworks within
the �eld of innovation can be employed to promote innovations that contribute to climate
neutrality within the construction sector, a case study approach was appropriate as it enables the
identi�cation of new dimensions of the �eld by gathering empirical data to thoroughly analyze the
problem (Blomkvist & Hallin, 2015). More speci�cally, the research design for this study was set to
follow an exploratory approach. An exploratory approach is appropriate to get insights regarding
the topic and pinpoint the problem (Saunders et al., 2012). One way to do so is to ask open
questions to investigate where the answers guide you (ibid.). Therefore, a prestudy was deemed
appropriate to follow the exploratory approach. Figure 1 visualizes the process, which was divided
into three phases, for this master’s thesis. As displayed in Figure 1, the writing of this master’s thesis
was done continuously through the three phases.

Figure 1. A visualization of the process for the master’s thesis

Phase one was initiated by conducting a prestudy. The prestudy consisted of six unstructured
interviews with open-ended questions. The respondents were employees at the case company and
professors at KTH. All respondents had various knowledge regarding the topic and could
contribute to the authors getting a nuanced view of the problem at hand. Consequently, some
themes arose during all interviews, and these were used to aid in formulating the problem. When
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the problem had been formulated, the literature review began to make theoretical connections
based on the result from the prestudy. Thus, the study and phase one were initiated by conducting
a prestudy with an exploratory nature, which can be interpreted as an inductive approach
(Saunders et al., 2012), as visualized in Figure 1. Since the area was familiarized through phase one,
and thus from this point, an abductive approach enabled continuous development through the
remaining part of the study. Saunders et al. (2012) explain how, in practice, qualitative studies are
conducted with an abductive approach, which con�rms the chosen method for this master’s thesis.
The abductive process entailed a continuous development of the problem formulation. However,
with the grounded prestudy during phase one, only minor changes were done during phases two
and three.

For this master’s thesis, a single case study was selected as it better suited the study’s time period of
�ve months. Therefore, a multiple case study was deemed inappropriate for such a short time. In
addition, a single case study can identify new connections with theory and eliminate old ones (Dyer
& Wilkins, 1991) and can be seen as a valuable example for others to consider (Siggelkow, 2007). As
the construction sector faces problems reaching climate neutrality in 2045, new solutions must be
acknowledged and found. The chosen case company presents an interesting case, being a large
player within the industry and with challenges to succeed in the transition towards o�ering
innovations within the B2G channel. Therefore, a single case study was deemed appropriate as it
enables a rich analysis of the selected case company and can contribute to identifying new
theoretical connections. In this case study, both the case company’s and the public sector
perspectives were examined as the problem is an interplay between the mentioned actors. Thus, it
can be identi�ed as an embedded single case study because the unit of analysis was conducted from
more than one perspective (Yin, 2009).

The empirical data collection for the qualitative case study was conducted within phase two. More
speci�cally, four interviews with representatives from the public sector and 16 interviews with
representatives from the case company were held. The transcription process was done continuously
to minimize the workload. After the interviews, the data analysis began, entailing coding and
analyzing the empirical data. To follow an abductive approach, phase two included revisiting the
literature review to ensure the areas aligned with the data analysis. Phase two was �nalized by
summarizing the empirical �ndings and analysis and can be interpreted as the results and
conclusions from the embedded single case study. Phase three was the �nal phase of the master’s
thesis. The phase was initiated by connecting the empirical �ndings and analysis with the literature
by discussing and analyzing the material. To follow the abductive approach, phase three included
revisiting the literature review and further development in line with the empirical �ndings. This
process enabled a grounded discussion and analysis to facilitate answering the posed RQs. Finally,
the study’s conclusion was made to ful�ll the purpose of the study.
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3.2. Literature Review

The study included a literature review to aid in mapping the previous research and evaluating the
research area (Snyder, 2019). Thus, the literature review served as a basis to analyze the e�ects of
speci�c relationships between the theories. In addition, the literature review also contributed to
broadening the authors' perspective and thus obtaining collective evidence within the research area.
The procured literature was primarily retrieved from two databases: Web of Science and Scopus.
The databases were chosen due to the easy access to trusted academic sources, and hence the
literature consisted of peer-reviewed journals and books. In the initial phase, the accumulation of
articles was conducted through the search words shown in Table 1. However, articles related to the
problem formulation were rather scarce as numerous searches generated a sheer number of articles.

Table 1. Search words used to accumulate sources

Search Words

Innovations AND Construction AND Industry OR Sector

Slow Process AND Innovation

Changes AND Innovations

Discontinuous Innovations

Construction AND Innovations AND Competition OR Interaction

Construction AND Innovation AND Procurement

Contract Theory AND Trust OR Relations

Public Procurement AND Sweden AND Process

The sources generated through the search words cultivated further articles, as relevant sources were
found within the articles and could thereby broaden the lens. Moreover, the relevancy of the
articles was crucial for the authors as the problem concerns innovations, which are subject to
constant change. Thus, the authors were meticulous regarding the relevance of the articles that
were included and ensured that earlier published articles were relevant, for example, still used in
recently published articles. The same consideration applied to laws and regulations regarding the
construction sectors in other countries as these were not relevant for the authors' study. It is
important to realize that investigations conducted outside of Sweden may yield valuable insights,
but for this study, it was deemed suitable to limit some of the searches to Swedish laws.
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By widening the perspective, the authors were able to engage in theory development suggested by
Torraco (2005). The said development led to the advancement of previous research by proposing
an alternate trajectory through a paradigm shift. Hence, the study followed Torraco's (2005)
approach, known as an integrative literature review. This technique is a form of research that aims
to critique and combine the literature. The authors believed this method to be suitable as the area
of research was scarce, and the combination of various literature yielded unexplored knowledge
that contributed to a nuanced perspective. In doing so, the authors were able to integrate literature
to generate possible frameworks in combination with the empirical �ndings, which forge new
perspectives. The integrative literature review is commonly used to shed light upon two speci�c
topics: mature topics and emerging topics. Hence, the authors deemed the approach to �t the
problem concerning the construction sector as it is a mature sector with impending goals, such as
becoming climate-neutral in 2045, that must be addressed. The authors’ conclusion from the
literature review was that the literature �eld on the subject is slim and found it important to
contribute with empirical knowledge regarding the interplay between contractors within the
construction sector and innovations interplay when complying with the LOU within the B2G
channel.

3.3. Data Collection

In this study, the primary data is conveyed through the material gathered from the interviews with
the case company and public authorities that work with procurements (Blomqvist & Hallin, 2015;
Saunders et al., 2012). The data was collected alongside the literature as it enabled the authors to
follow an abductive approach. Regardless, the process of collecting data was divided into two
separate sprints: the prestudy phase and the empirical phase. The mentioned phases called for
di�erent methods as the aim of the data collection varied. The method employed for data collection
is explained below in two separate headings.

3.3.1. Prestudy

Saunders et al. (2012) suggest that one can utilize interviews as a tool to re�ne and formulate the
objectives. This approach was employed in this study as it enabled the authors to de�ne the
problem formulation concisely. For the prestudy, nearly all respondents were chosen based on
competence and experience displayed on their KTH pro�les. As a result, the authors interviewed
researchers and professors from KTH. In addition, the authors interviewed a corporate lawyer
employed at the case company to gain knowledge regarding the legal practices concerning LOU.
The compilation of respondents is displayed in Table 2. The conducted interviews were
unstructured as the aim was to explore the general area and gain in-depth knowledge (Saunders et
al., 2012). The authors had an explicit idea about the area but lacked the proper knowledge to
de�ne the problem, and thus, informal interviews were deemed suitable. Although the interviews
were informal, formal arrangements were made before the interviews, such as time and preferred

19



I. Amirthalingam, N. Kramer

medium. An informal interview allows the respondents to talk freely, and hence the discussed
topics were majorly in�uenced by the respondents’ perceptions. The interviews during the
prestudy enabled the authors to get a nuanced understanding of the subject and facilitated
formulating the problem for this master’s thesis.

Table 2. Shows the compilation of interviews conducted during the prestudy

Alias Role Field Type of
interview

Time
(minutes)

Respondent 1 Researcher Water and
Environmental
Engineering

Digital 20

Respondent 2 Senior Research
O�cer

Strategic Research Digital 30

Respondent 3 Director of
Research

Energy Technology Digital 30

Respondent 4 Professor Real Estate
Economics

Digital 35

Respondent 5 Strategy Advisor
and Researcher

Organizational
Management

Digital 40

Respondent 6 Corporate Lawyer Construction Digital 30

3.3.2. Empirical Data

The chosen area of research is extensive, and thus, the authors noted that it was challenging to
identify respondents. Hence, the method proposed by Saunders et al. (2019), known as snowball
sampling, was used. This method advocates for enabling voluntary participants as opposed to
predetermined participants. The authors approached potential individuals for interviews and, at
the end of every encounter, requested them to identify further possible participants. This approach
cultivated an extensive network of relevant individuals. The method was employed until the
respondents were unable to provide any further information regarding potential participants.
When the authors reached this point, 20 respondents had contributed with their knowledge which
was deemed su�cient for this master’s thesis. However, when asking the respondents for other
participants, they may recommend others that share the same opinions as they do. Therefore, the
authors were careful and expressed the need for participants with di�erent knowledge than they
have. The groups of respondents were divided into categories based on competency and relevancy
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to the study. The interviews with the Public Sector were regarded as an independent classi�cation.
The compilation of the respondents in this category is displayed in Table 3.

Table 3. Shows the compilation of interviews conducted with representatives from the Public Sector

Alias Role Type of interview Time (minutes)

Respondent A Innovation Director Digital 45

Respondent B Procurement Process
Manager

Digital 45

Respondent C Strategist Digital 45

Respondent D Chief Strategist Digital 30

The interviews from the case company were divided into the following categories: Construction
and Services, Project Development, and Business Development and Other Functions. The �eld of
Construction and Services focuses on matters related to the construction of buildings, bulk
material management, �eldwork, and production, and the compilation of respondents are
displayed in Table 4.

Table 4. Shows the compilation of interviews conducted with representatives from the category
Construction and Services

Alias Role Type of interview Time (minutes)

Respondent E Sustainability O�cer Digital 45

Respondent F Project Manager Digital 30

Respondent G Production Manager Digital 40

Respondent H Project Manager Digital 30

Respondent I District Manager Digital 45

Respondent J Project Manager Digital 40
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Individuals within Project Development focus on internal construction works that are initiated
within the organization while simultaneously working with business development associated with
the project. Table 5 displays the respondents within this category.

Table 5. Shows the compilation of interviews conducted with representatives from the category Project
Development

Alias Role Type of interview Time (minutes)

Respondent K Regional Manager Digital 45

Respondent L Business Developer Digital 35

Respondent M Regional Manager Digital 40

Respondent N Business Developer Digital 30

Respondent O Regional Manager Digital 30

Respondent P Business Developer Digital 30

Lastly, the �eld of Business Development and Other Functions provides a holistic view of
Construction and Services and Project Development as it focuses on the development of strategies
and opportunities in a broader perspective for the entire organization. The respondents for this
category are displayed in Table 6.

Table 6. Shows the compilation of interviews conducted with representatives from the category
Business Development and Other Functions

Alias Role Type of interview Time (minutes)

Respondent Q Corporate Lawyer Digital 30

Respondent R Operation Manager Digital 45

Respondent S Digitalization
Manager

Digital 45

Respondent T Marketing Director Digital 35

For the study, two templates were created, and appendixes A and B display the template for the
interviews with the public sector and case company representatives. The templates were formulated
in Swedish, as this was the language spoken during the interviews, and therefore the quotes in the
report were translated from Swedish to English, which may present an uncertainty but was
necessary for understanding the content. Furthermore, the templates were structured to re�ect the
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di�erent themes found within the literature, as this enabled the questions to follow a logical path.
The interviews were led by one of the authors, while the other author was responsible for the
documentation of the interviews. In addition, all respondents were anonymized as this ensured
protection of the individuals' integrity. The interviews were conducted in a semi-structured
manner as this would allow one to gain a profound understanding of the chosen topic (Snyder,
2019). Similar to unstructured interviews, semi-structured interviews enable the respondents to
express themselves freely and thereby promote further discussions and topics (Saunders et al.,
2012). The authors had a list of themes and topics that were discussed, but additional questions
were continuously asked to broaden the scope and receive as much knowledge as possible. The data
obtained from the interview were compiled through recordings, transcriptions, and by analyzing
the interviews. Blomkvist and Hallin (2015) stress that one ought to record the interviews in
addition to taking notes. Hence, the authors ensured to take notes during the interviews and
transcribed the interviews promptly. Taking notes assured the overall understanding, which
facilitated the upcoming process. Moreover, Saunders et al. (2012) emphasize that interviews
should be conducted until saturation is reached. The saturation point indicates that no further
information is acquired through additional interviews as su�cient knowledge is believed to have
been gained. Hence, the interviews were conducted within the di�erent groups until saturation
could be detected. The number of individuals that were interviewed in the case company within
each category re�ected the number of employees in each �eld. Thus, a more extensive number of
individuals were interviewed from the larger �elds. The authors adjusted the template if the
necessity arose, and thus the interviews lasted between 30 to 45 minutes. After the data was
gathered, the data analysis process followed an abductive approach. By doing so, the authors were
able to move back and forth between theory and empirical data as it ensured that the data analysis
process gained a profound understanding of the problem.

3.4. Data Analysis

The data analysis consisted of analyzing the qualitative data collected through the study. In this
phase, a qualitative content analysis was conducted to facilitate selecting material to answer the
posed RQs (Flick, 2014). Because the study consisted of 20 interviews that lasted between 30 to 45
minutes, the method was suitable as it helps reduce data through a systematic and �exible approach
(ibid.). By reducing the amount of data, all content was analyzed time-e�ciently. Both authors
participated in all interviews, and thus, the content was acquainted throughout the interview
phase. The authors built a coding frame based on the knowledge gained from conducting,
listening, taking notes, and transcribing the interviews. The coding frame was created together, as
the core of the qualitative content analysis is to build a coding frame, and this process needed to be
correctly performed (Flick, 2014). After this step, trial coding followed, where the authors
independently coded the same interview and later compared the codings. After this, another
interview was coded together to ensure an equivalent coding process. Consequently, to e�ciently
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distribute the time, the authors independently coded nine interviews each previous to modifying
the coding frame. Later, the authors reviewed all coded interviews together to ensure common
coding grounds and that all relevant material had been coded. When the coding had been done, the
data was reduced, and the main analysis could begin.

When performing the main analysis, a thematic analysis approach was applied to enable the
identi�cation of common themes within the interviews (Saunders et al., 2012). By identifying
common themes within the transcribed interviews, the authors were able to contextualize the
interviews, to facilitate answering the RQs (ibid.). Thus, it contributed to grasping the qualitative
data and facilitated an adequate analysis. During the thematic analysis, the coding was categorized
under separate themes. As mentioned, the interviews were conducted with public sector and case
company representatives, and therefore, the codings and themes are not the same for the groups.
When conducting the thematic analysis, the codings were reviewed again to ensure that all relevant
material had been included. Figure 2 displays the codings and themes for the interviews held with
the public sector representatives. The numbers within the parenthesis, displayed after themes and
codes in the �gures, represent the number of times a code was used.

Figure 2. Themes derived from the coding for the Public Sector representatives
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Figure 3 displays the codings and the themes for the interviews held with the case company
representatives. As these representatives were divided into three categories, the number of codes
was divided into the same categories. The categories are color-coded, and the colors are displayed in
the left corner of Figure 3.

Figure 3. Themes derived from the coding for the Case Company representatives

Furthermore, the data analysis was based on knowledge collected from the prestudy and literature
review to ensure that the themes cohere with the purpose of the study, which provides high quality
(Blomqvist & Hallin, 2015). Hence, the thematic analysis was elaborated regarding the literature
throughout the process. For the same purpose, matching was used as a systematic combination to
go between the frameworks, data, and analysis (Dubois & Gadde, 2002). Matching enables the
connection between reality and theory to continuously ensure relevance through the study, not
only the data analysis. As a qualitative content analysis can contribute to grasping the qualitative
data and facilitate performing an adequate analysis, and a thematic process can help identify
connected key arguments from more than one interview, the two combined were deemed
appropriate to ensure a grounded data analysis for the study.

3.5. Research Quality

This study aimed to establish trustworthiness through the criteria proposed by Lincoln and Guba
(1985). It is conveyed that one ought to consider the following aspects to ensure trustworthiness:
(1) truth value, (2) applicability, (3) consistency, and (4) neutrality. The mentioned aspects fall
under the following have evolved under the following criteria: internal validity, external validity,
reliability, and objectivity. Internal validity refers to the causal connection between variables and
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results. To achieve internal validity, the results from interviews were evaluated with the literature
promptly to avoid any misinterpretation; this is especially crucial in this study as it relates to
Swedish laws and regulations. The results were observed through the usage of triangulation as this
enhanced the analysis and assured that the results were reinforced through numerous perspectives
(Yin, 1994). Peer debrie�ng was also utilized throughout the report (Shah & Corley, 2006) as a
means to ensure that the study aims to be impartial to biases. The peer debrie�ng was primarily
performed through peer-review seminars, where valuable feedback and perspective were examined
to improve the scope of the study. Moreover, the study was discussed with the authors’ supervisors
to obtain unbiased responses and broaden the scope. In addition, utmost importance has been
exercised when di�erentiating the selection of participants for the interviews, thus avoiding
analyzing non-comparable entities (Lincoln & Guba, 1985). External validity refers to the study's
capability of generalizing casual relationships drawn from the results in di�erent settings (ibid.).
The study's �ndings have sought to achieve applicability in additional research areas. However, one
must consider that the study involves Swedish national laws and regulations, and thus international
applicability may be limited. On the other hand, the study diligently focuses on sustainable
development in the construction industry, and thus certain �ndings may be of interest to
additional research settings. The interviews were held with individuals from the case company and
with public authorities that manage procurement processes as this ensured that numerous
perspectives were included. Lincoln and Guba (1985) stress that internal and external validity are
positioned in a trade-o� situation due to their con�icting de�nition. Internal validity requires one
to maintain a meticulous approach that may lead to results that are not generalizable in all
situations.

Moreover, reliability refers to dependability, consistency, and accuracy (Lincoln & Guba, 1985).
Reliability in a study is perceived as a precondition for validity, as an unreliable measure cannot be
valid. Therefore, the study chose to practice transparency as this facilitated the means for
replication. The respondents' con�dentiality remained protected in the presented results and in the
authors' internal �les. However, the respondents' professions have been disclosed as this is believed
to enhance the reliability of the statements that are presented in the results (Shah & Corley, 2006).
Lastly, objectivity refers to the belief that the world exists independent of the individual observing
it, and thus it refers to the beliefs held by a larger number of observers. (Lincoln & Guba, 1985).
Therefore, the �ndings were compared with selected individuals to ensure that opinions were
correlated with one another and thereby minimizing the possibility of biased opinion in�ltrating
the said �ndings. In addition, the authors ensured that all observations during the interviews were
meticulously noted to enable traceability.

3.6. Research Ethics

When conducting a study, research ethics is meaningful to consider when collecting primary and
secondary data. In either case, it is substantial to acknowledge how you present and interpret
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information with the correct measures to avoid harming someone or their reputation. (Saunders et
al., 2012) Since the construction industry in Sweden is historically known as a male-dominated
industry (Näringsdepartementet, 2018), the authors were thorough in involving an even percentage
of female and male respondents to avoid a misrepresented diversity problem within the empirical
�ndings and analysis. Furthermore, the study has followed the four policies stated by
Vetenskapsrådet (2021): information requirement, consent requirement, con�dentiality
requirement, and good use requirement. First of all, all participants in the study were informed
about the purpose of the study and how their participation was valuable. Through open
communication and transparency, both previous to and during the interviews, the information
requirement was assured through the study. Both the purpose and the goal of the study have been
clear since the beginning, thus, there have not been any immediate problems regarding this
requirement. Second, when selecting respondents, the initial communication has always been
voluntary to ensure that they could decide if they wanted to participate in the study or not. Many
of the respondents work at the single case company, which enabled the contact and ensured their
desire to participate. Before every interview, consent to recording was granted by the participant to
ensure the consent requirement. Third, the con�dentiality requirement was ensured by using the
computer provided by the single case company to store the recordings, transcriptions, etc. The
interviews have been anonymously named, transcribed, and cited in the study to ensure the
con�dentiality of the participants. The personal information of the respondents was withheld by
referring to their �rst name to assure anonymity further. Finally, the good use requirement was easy
to follow as it guarantees that the collected data is only to be utilized during the study. Since this is
the authors’ last project at KTH, it has been easy to consider as the information is connected to this
speci�c study. However, this is something to continue keeping in mind in the future, to honor the
good use requirement.

Beyond the ethical considerations from Vetenskapsrådet, the principles developed by the Swedish
Association of Graduate Engineers were employed, known as the Ten Principles of the Code of
Honour (Sveriges Ingenjörer, 2019). These principles were considered during the formulation of
results and managerial implications of the study. For example, the principle “Personally responsible
for technology being used in a manner that bene�ts humanity, the environment and society” was
assured by continuously considering how innovations a�ect the construction industry, societal
development, and the environment. The principal “Improve technology” was regarded as the study
centered around how to o�er innovations in the construction industry to reach climate neutrality
in 2045. Thus, the study has carefully considered this principle throughout the study and its results
and managerial implications. “Variated knowledge o�ering” has been assured by delivering material
that everyone can read and utilize. The results of the study intend to be of use for both the case
company and similar organizations that deal with public procurements in other industries.

27



I. Amirthalingam, N. Kramer

4. The Case Company

The research setting for this master’s thesis study is the construction sector. More speci�cally, a
large Swedish corporation within the construction sector is the single case company featured in the
thesis. The case company is an eminent �gure within the industry that aims to do what it can to
contribute to the sector becoming climate neutral in 2045 (Fossilfritt Sverige, 2022). However,
since the corporation is large and has deep-rooted organizational structures that have been the same
for years, the empirical �ndings indicated that the desire to change is not always compatible with
the knowledge and ability to change. Currently, the case company has businesses within the private
and public sectors (Case Company, 2022c). Thus, as this master’s thesis aims to contribute with
knowledge regarding how contractors within the construction sector and innovations interplay
when complying with the LOU within the B2G channel, the case company presents a plausible
case to study. Within the B2G channel, a procurement process is initiated by the public authority,
and the case company is considered a tenderer when responding to the procurement. From the case
company’s perspective, the act of responding to procurement is referred to as the tender process.
The initial idea for this master’s thesis was formulated by the case company, and naturally, the
problem formulation highly correlates to the challenges that the case company faces. The following
paragraphs describe the required information regarding the case company to ensure that the readers
have su�cient knowledge to grasp the empirical �ndings and analysis. The descriptions are cited
with references to the case company’s website and based on knowledge and information from the
conducted interviews within the study.

The case company is a large corporation with a broad organizational structure (Case Company,
2022b), and understanding this has been an ongoing process during the study. The case company
was divided into the following three categories to facilitate the understanding and help the readers
to gain su�cient knowledge regarding the organizational structure: Construction and Services,
Project Development, and Business Development and Other Functions. The categories were
created for this master’s thesis, to anonymize and facilitate an understanding of the organizational
structure. However, the organizational structure is more intricate in reality. For this study, the �eld
of Construction and Services is explained as operations that focus on matters related to the
construction of buildings, bulk material management, �eldwork, and production. More
speci�cally, the operations build and renovate houses, facilities, infrastructure, and housing, while
also performing assignments of a service nature such as construction, operation, and maintenance
(Case Company, 2022d). The business also carries out contract assignments for the case company’s
other business areas, for example, the development of commercial properties, housing, and
infrastructure (ibid.). This collaboration generates large construction assignments and creates
synergies for the case company (ibid.). Employees within the �eld of Construction and Services
often work at production sites and tend to be divided into new project groups for each project. The
project groups are selected based on di�erent factors such as competence, experience, etc. Within
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this �eld, the margins are especially low, and the work is often centered around how to keep the
costs as low as possible.

Employees within Project Development focus on internal construction works initiated within the
organization while simultaneously working with business development associated with the project.
More speci�cally, Project Development focuses on selected target groups and markets (Case
Company, 2022d). Before each new project, extensive analyzes are made to adapt o�ers based on
peoples’ di�erent dreams and needs (ibid.). The core of the business is to create an increased quality
of life (ibid.). Within this area, the project groups are often the same from one project to another.
The �eld of Project Development places its construction assignments with Construction and
Service and can identify as an internal customer. The margins are higher than within the �eld of
Construction and Services since they focus on areas with greater revenue. The �eld of Business
Development and Other Functions provides a holistic view of Construction and Services and
Project Development as it focuses on the development of strategies and opportunities in a broader
perspective for the entire organization. Within the �eld of Business Development and Other
Functions, the employees have an overview of other projects' work processes and aim to facilitate
their daily work. Thus, projects within this area aim to incorporate an overall implication for the
whole organization and work with, for example, digitalization and environmental sustainability. It
can be perceived as this part of the organization protrudes from the other two �elds, which are
more related to the construction sector. Hence, old imprinted structures related to the
construction sector are not as visible within the area of Business Development and Other
Functions.

Moreover, the case company has an internal innovation division that systematically works with
innovation and development within the organization (Case Company, 2022a). The internal
innovation division is where the study originated, but as the division is relatively small, none of the
conducted interviews were with employees from the division. Instead, the study’s empirical data
collection contains inputs from respondents from all three categories to provide a holistic and
objective understanding of the problem. In addition, respondents from the public sector were
interviewed to contribute to understanding the context of the problem at hand. Within the public
sector, there are public authorities that employ the public procurement process to make purchases
(Upphandlingsmyndigheten, 2022a). Thus, a procurement process regarding a speci�c contract is
considered a project in this master’s thesis.
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5. Empirical Findings and Analysis

In this section, the empirical �ndings are presented and analyzed. The public sector and case
company interviews are separated into headings. Under the heading for case company
representatives, the three interview categories are divided into headings. The subheadings under
each interview category consist of identi�ed themes within the area, grounded by the thematic
analysis. The thematic analysis was based on the knowledge gained from the prestudy, literature
review, and interviews. Every subheading contains an analytical summary at the end to facilitate a
cohesive understanding.

5.1. Public Sector Representatives

The empirical results from the interviews with the public sector representatives are presented in
this section, and the �ve themes from the thematic analysis represent each heading.

5.1.1. The Public Procurement Process

According to respondent A, public procurements enable competition and invite more contractors
to deliver goods and services to the public sector. The respondent emphasizes that during the
public procurement process, it is allowed to communicate with the tenderers. However, you have
to be open and transparent and give the same information to all actors within the process. The
following quote shatters the commonly mentioned myth regarding the procurement process that
prevents communication within the procurement process:

“But the fact that you could not talk to each other at all, it is a bit of a myth, I would say, you can
definitely do that, but it needs to happen under certain conditions then.” - Respondent A

Respondent B explains that the most used procurement procedure is open procedure. The
procedure does not allow negotiation with the tenderers, which respondent B believes obstructs
innovations. In addition, respondent C emphasizes that it is prohibited to deviate from the original
procurement contract. If this is the case, there is a need to start a new process and include the newly
found features in a new procurement procedure. Moreover, respondent C claims that tenderers
have communicated that when having the possibility to suggest solutions, they are more willing to
place a tender compared to trying and �tting their solutions within the restraints of a procurement.

To verify the public procurement process, respondent B explains that there are three decision
points during the process: the initiation, the veri�cation of the procurement documents, and the
allocation. Within these, the head of the department ensures that the public procurement process
has followed the guidelines by approving documentation and asking questions. Furthermore,
respondent C states that they have policy documents to follow to ensure a generic procedure.
However, there is independence to create your procurement as long as you follow the united
guidelines of the procurement authority. Relatedly, respondent D has the perception that even in
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processes where the main criteria are not the lowest price, there are problems with selecting the
tender that o�ers the best quality solution, as emphasized in the following quote:

“We always shop at the lowest price at the function we have as defined.” - Respondent D

Furthermore, respondent D discusses the problems of examining criteria against one another. More
speci�cally, the respondent questions how to assess quality against cost. Under the regulations of
the LOU, it is possible to welcome alternative solutions or include function requirements.
According to respondents C and D, this rarely occurs owing to the fear of not being able to assess
such solutions or functions. Respondent A, in agreement with respondents B and C, depicts that
procurement o�cers fear making mistakes as such can result in a review of the procurement, which
interconnects with high costs and extended processes. Also, respondent B explains that the
procurement o�cers have to ful�ll the needs of their organization through the procurement,
which could also be the reason for the fear, con�rmed by the following quote:

“And if you then have a need that you have to meet through procurement, then maybe you cannot wait
for a year for a solution then, but we have to get it done, and then maybe we choose the safe way instead

of opening a way.” - Respondent C

As a result, respondent B explains that this makes the procurement o�cers more zealous in their
procurements to avoid such events from happening. However, the same respondent also depicts
the importance of daring to embrace new solutions to overcome the inherent fear. Respondent C
emphasizes how fear in itself is more of a hindrance than the LOU.

To conclude, the respondents emphasize that communication is allowed during the public
procurement process, and there is freedom under the LOU to adapt procurements. There was a
consensus among the respondents that the procurement o�cers' fear of not making the “right”
decision is what obstructs innovation. Either it is the fear of a review or having problems with
assessing soft parameters or one criterion against another. All in all, the respondents have similar
re�ections regarding the procurement process.

5.1.2. Adapting to Changes

Respondent B emphasizes the importance of the public actors' role in in�uencing societal
development by using sustainable requirements within procurements. For example, the LOU has
recently changed to demanding environmental prerequisites, previously a suggestion, within the
public procurement process. However, respondent B has the perception that the LOU is not a
regulation that adapts to fast societal development. Respondents A and D explain that the LOU
has not changed but rather the way to formulate the tender dossier. Relatedly, respondents A, C,
and D all emphasize that public procurements need to consider the political goals regarding
sustainability, equality, etc. There is a need for a renewal of processes and the employment of
innovations to reach the goals. Yet, according to respondent D, this is easier said than done.
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Respondent A depicts that the procurements have started embracing sustainable and quality
requirements, and it is important to have a dialogue with contractors to understand how to
formulate the requirements to adapt to societal changes. However, the desire to do so di�ers
between the procurement o�cers, as emphasized by the following quote:

“We call for dialogue, different forms of dialogue, and there we also have a little resistance because
you think you are not allowed to talk to suppliers, you know?” - Respondent C

Respondent A depicts that it has been years since they made decisions on procurements only based
on the lowest price. In agreement, respondent B explains that they have had an increased
environmental focus on environmental requirements for many years. However, respondents B and
C claim that openness to embracing new ways to procure di�ers within their organizations. In
contrast, respondent D highlights that due to the majority of the procurements being reviewed in
the past, they have gone backward in assessing and forming procurements to a more traditional
process. Relatedly, the respondent discusses how within procurements, incremental innovations
are the most likely as large system changes are not embraced within the current processes.

Respondent C emphasizes the importance of continuous business development within the
procurement authority, as this can develop and improve the procurement process. The respondent
elaborates that with active business development and the courage to try new things, one can make
grounds to embrace transformative changes. Thus, paving the way for more extensive changes.
Respondent A states that it is di�cult to make a perfect procurement even though the process is
examined. However, the respondent explains that there is a continued development of the
procurement o�cers' expertise; procurements get better and better by learning from previous
processes. But, the respondent emphasizes that the human factor will always be of the essence and
that with a more detailed regulation, it can still be hard to create the perfect procurement.
Respondents B and C admit that competence development does not follow rapid societal changes.
Although, there are many competence-enhancing initiatives to a�ect the o�cers' mindset.
Respondent C depicts that much time is needed to keep up with the market development and that
it is a challenge to develop competence, especially in a large procurement organization. Also, the
market development has to transform into setting requirements, which can also be a challenge,
according to respondent C. In agreement, respondent D mentions how it is de�ant to describe,
meaning the quality of a road. Also, respondent C claims that in larger organizations, the
decision-making paths are longer, which can be a reason for slower internal development. The
respondent explains that previous procurement documents made three or four years ago are
occasionally used due to a lack of resources. Thus, the material is not up to date.

To summarize, according to the majority of the respondents, it is rare that procurements are
decided based on the lowest price. However, one respondent does not share this opinion. The
respondent depicts that in the past, there have been many procurement reviews. Therefore, the
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procurement o�cers have gone backward in their procurement methods as they are afraid of
receiving reviews. There is a consensus that more dialogues with tenderers are held, but still, there is
a need for competence development internally to keep up with the market.

5.1.3. Risk Allocation

Risk allocation refers to the current ways to handle the distribution of risks between procurement
authorities and tenderers within the public procurement process. Respondent C states that the
perception is that innovation is coupled with economic risks. Therefore, the respondent depicts
that the public sector is rather the customer than the driver of innovations as they do not want to
waste the taxpayers' money on untested solutions. The respondent further discusses existing
regulations fRisk allocation refers to the current ways to handle the distribution of risks between
procurement authorities and tenderers within the public procurement process.or tax money in
proportion to expenses. Consequently, according to respondent C, there is not a lot of money to
have as venture capital. However, respondent D illuminates that one problem is that one contract is
solely procured at a time, which means that a project cannot result in a net loss because you have to
manage your budget. Thus, there is high sensitivity regarding expensive innovations in that speci�c
contract. Furthermore, respondent C emphasizes that within longer construction projects, there is
a higher budget, and the risk connected to including innovations is proportionally lower.

Respondent A believes that the risk allocation should be a question of negotiation within the
procurement process. In agreement, respondent B depicts that they have discussed shared
risk-taking, evident by the following quote:

“What we are talking about in general, and also regarding innovation issues, is like some kind of
shared risk that we have discussed internally.” - Respondent B

Respondent C also acknowledges that they have to take a part of the risk, as they will have to pay a
higher price otherwise. Relatedly, respondent A re�ects how the risk needs to be in proportion to
the gain to be fair for the procurement authority and the tenderer. Naturally, the public sector
wants to avoid using tax money for risk-taking, as con�rmed by respondents A, B, and C. In
contrast, respondent D re�ects that since the procurement procedure initiates within the public
sector, the main risk ends with them being the one who designs the procurement request. The
respondent further elaborates that the risk is low for the tenderers as they can calculate their cost
and set their pricing accordingly.

To conclude, the majority of the respondents want to avoid using tax money for risk-taking, but
one respondent believes that they will have to pay for the risk either way. The respondent continues
to explain the problem of procuring projects solely, thus, meaning that it is hard to motivate for the
economic loss and see the long-term bene�ts of integrating innovation. Consequently, the
perception is that the consensus roots for shared risk allocation.
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5.1.4. Current Strategies for Achieving Innovations

Respondent A depicts that much of the work to promote innovation happens within the
organization, for example, at a speci�c regional connected preschool with a desire to solve a
problem. However, to counter the common challenges, you can get an assignment within the
budget to collectively solve such matters. Then the innovation process is initiated by handing out
resources within the budget. On the contrary, respondent B describes pre-commercial
procurement, where there is close collaboration with selected contractors to promote development.
Thus, an innovation strategy is initiated through procurements. Similarly, respondents B and C
mention a procedure called innovation partnership, which opens up the possibility for long
collaborations to promote innovations. In addition, respondent C explains competitive dialogue,
which is a procedure that can be used when the contracting entity does not know what they want
to procure. This process opens up for innovations as the contractors can be involved in a�ecting
the upcoming procurement. Furthermore, respondent B declares that from February 2022, large
procurements within health and medical services are non-regulated, where the imagination sets the
limits. Consequently, there are current strategies to promote innovations, but the perception is that
they are not used by large.

One commonly mentioned strategy from the respondents is to achieve innovations through
knowledge-sharing activities. Currently, there are some unstructured and inconsistent ways to
share knowledge between the public and the private sector adjacent to the procurement process.
Respondents A and B emphasize how they, before the procurement process, often initiate contact
with contractors. The dialogues have the purpose of reviewing di�erent systems and work processes
to gain knowledge to prepare for the procurement procedure. In addition, such activities aim to
scan the market to identify both contractors and solutions. The conversations are held in groups,
but with individual conversations after the principle of equal treatment. Respondent B explains
that the participants are relatively open in groups, although the individual sessions increase the
participants' transparency when discussing speci�c solutions. Relatedly, respondents A, B, and C
explain a constellation with representatives from the public sector, private sector, and the academy
discussing the society's needs to identify areas of improvement for the future. Respondent C
mentions a knowledge-sharing network where all procurement o�cers are included. Within this
network, there is a possibility to share good examples and previous experiences to help each other.
In contrast, respondent D emphasizes that knowledge sharing within and between procurement
units has improvement possibilities.

In summary, there are some ways to achieve innovation through procurement strategies, but by
interpreting how the respondents talk about the methods, one can understand that the
procurements are rarely employed and that the internal knowledge varies. The majority of the
respondents emphasize their collaborations with the academy and private sector to share
knowledge. However, one respondent illuminates the need to improve such work.
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5.1.5. Suggestions on Actions to Promote Innovations

Respondent A emphasizes that there are many needs and the public authorities have to distribute
the taxpayers' money appropriately, and all projects cannot be about innovation. It is essential to
prioritize and do things on short- and long-term projects. On the contrary, respondent B believes
that small steps are the way to go, thus beginning with promoting innovations within smaller
projects. Respondents A and C depict that the public authorities need to be good at procurement.
For example, respondent A emphasizes that procurements should be based on the users' needs and
widen the perspectives to look at needs from a system perspective, which can open up for
innovations. Respondent C elaborates that the needs analysis for an upcoming procurement
requires more focus to develop the procurement process. Relatedly, respondents A and D express
the importance of active procurement o�cers that want to use the deviations by being brave.
Respondent C discusses the problem of fearing reviews which results in resistance to new
solutions, primarily to avoid reviews. The respondent highlights that it is critical to become braver
within the procurement process and suggests some way of guaranteeing the time choosing a
tenderer to take away some of the procurement o�cers' fear.

Respondent A illuminates the importance of strengthening the relationship between the public
sector and private actors while developing their organizational capacity, as evident by the following
quote:

“I believe that we need to constantly work on being competent procurement authorities and have
external monitoring as well as collaborating with both business and academia to see what

opportunities there are. And what are the merits, for example, what can help us achieve our
long-term goals?” - Respondent A

Similarly, respondents A and B believe that communication with the private and academic sector is
signi�cant to following societal development. Respondent B exempli�es the creation of arenas
where collaborations can �ourish to elaborate the collected knowledge and actually start doing
something concrete to promote innovation. In agreement, respondent D acknowledges that
cross-industry cooperation is required outside the contracts to enable new ways to work.
Respondent A believes that transparency could increase by adding checking points during the
procurement process and project duration. Thus, the time duration is regulated, and the quality is
enabled to evaluate continuously. Similarly, respondent B illuminates that transparency of the
possible changes during the project needs to be included in the procurement to open up for
alteration. Furthermore, respondent A emphasizes the need to have a business-related procurement
process and deviate from standardizations. For example, respondent B depicts the need to increase
the usage of pre-commercial procurements to promote innovations and development. Respondent
C suggests having innovation funds to enable procurement o�cers to embrace innovations but not
use their project budget and thereby dare to take risks. In addition, respondent D exempli�es the
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usage of function commitments where the contractors are in charge of both building and
operating. Consequently, the function layout enables contractors to invest in new machines,
promote innovations, etc. Thus, the risk is on them but also the reward.

To summarize, there is a consensus regarding the importance of competence to perform good
procurements to combat fear among the procurement o�cers. Throughout the interviews, all
respondents, at some point, discussed the need for collaborations to promote innovation. To solve
the problem of solely procuring one project, a respondent suggests innovation funds or function
commitments where the risk is averted from the current procurement.

5.2. Case Company Representatives

The empirical results from the interviews with the case company representatives are presented in
this section, and the three categories of respondents represent each heading. The interviews with
the case company representatives are represented by the following categories: Construction and
Services, Project Development, and Business Development and Other Functions.

5.2.1. Construction and Services

The empirical results from the interviews with respondents from the �eld of Construction and
Services are presented in this section, and the six themes from the thematic analysis represent each
heading.

5.2.1.1. The Tender Process

Historically, there has been a fear of communication with the procuring o�cers within the
tendering process, as emphasized here:

“I think it is important to highlight that many have been afraid of LOU and have believed that you
cannot have contact with customers; you shall not have a dialogue with the customer. But it is allowed,

of course, but customers have also been afraid of it before.” - Respondent I

Respondent F claims that there are many cases where the procurement o�cers think that they are
the best contractor but cannot choose them because of their price. The respondent further
discusses how other aspects than price are included but that they are used to deduct from the price.
However, price is still the main denominator even when the tenderer performs well on the other
requirements. Consequently, it is hard when other contractors present low prices.

Respondent F explains that there are always discussions internally about whether it is worth
presenting new possibilities in a tender process or not. Furthermore, respondent J describes that
they try to understand where the customer is today and their goals to pressure and encourage
customers to adopt new possibilities. During a project, the cost is almost always around 30 %
higher in the end, according to respondents F and J. The reason for this is surprising obstacles or
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changes made by the procuring unit. Respondent H explains that innovations are hard to price and
evaluate within the process of placing a tender. Thus, it is cumbersome to compete in tendering
with such solutions. Similarly, respondent F explains that there is fear of presenting innovative
solutions, as evident in the following quote:

“To come up with an innovation in a tender process, partly it takes time to put it down, and then you
are not sure that it is what the customer wants, because they have not requested it.” - Respondent F

Respondent I depicts that projects require a wide range of things and that the work for change
takes time from other tasks. Although the respondent claims that to be willing to change, one has
to take the chance. Respondents E and H emphasize that to meet the internal goals of being
climate-neutral in 2045, it is crucial to start now since the project goes on for such a long period.
Relatedly, respondent H believes that by leading by example and including innovations in tenders,
the company could gain a competitive advantage in comparison. However, respondent J believes
that it all circles back to whether such e�orts are rewarded by the public procurement authority
within the tendering processes.

To conclude, there is a consensus among the respondents that the lowest price is the �nal
denominator even when other factors are included in the procurement. There is rarely time spent
on innovation when formulating a tender dossier, as that is not what the procurement requested.
Thus, the respondents emphasize that their work is regulated by what the public procurement
authority demands.

5.2.1.2. The Public Procurement Process

The overall perception from the respondents is that almost all public procurements within the
construction sector are decided based on the lowest price. Respondents H and I claim that when
procurement o�cers include other factors than price, they only add up to 20-30 % of the total
decision. Thus, the perception is that the price is what matters the most. According to respondent
J, environmental requirements are now a must within the procurement process. However,
respondent H believes that the procurement o�cers fail in demanding innovations or sustainable
solutions as they only require environmental certi�cations. In agreement, respondent J emphasizes
that it all comes back to what the customers want to achieve with procurements. For example,
respondent E describes a situation when an environmental solution is proposed within a
procurement, not being required, and the procurement o�cers cannot pay more even if they want
to. Respondents F and H explain that new suggestions or ideas are not welcome during the
procurement process. Although they have a split view on how likely innovations are to be accepted
within the project after selecting the �nal tenderer. Respondent F highlights that you cannot
change the project too much if you want to avoid a review or renewed procurement process.
Relatedly, respondent E depicts that a private actor can make demands freely, but the public sector
is more regulated by speci�c goals.
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Respondent F discusses that even when using sustainable requirements within procurements, they
are too speci�c, making it hard to suggest innovations. The respondents' perception is that
procurement o�cers do not dare to open the possibility of welcoming innovative ideas.
Respondent H agrees that there is a fear among the procurement o�cers to use other parameters
than price and emphasizes this hinders development with the following quote:

“But now you procure traditionally, or our customers do it, more traditionally the lowest price is
selected, and no cooperation is required, meaning that you do what is prescribed in the tender
documents. By doing so, I think you inhibit and counteract development and innovation.” -

Respondent H

Respondent I also believes that traditional procurements do not bene�t development, but the
public sector has gotten better at including other requirements. For example, respondents G, I, and
J describe a procurement decision based solely on factors other than price. However, respondent I
depicts that such processes are more costly as they require more competence and investigations
internally. Thus, it requires more from the procurement o�cers to ensure quality and set
requirements accordingly. Respondents I and J agree that the desire to change and openness to
communication varies within the public sector. Both respondents believe that the LOU is
employed di�erently than before, while respondent H has the perception that the development of
using LOU has gone backward.

To conclude, the perception is that there is a fear of assessing other criteria than price among the
procurement o�cers. Thus, this can be the reason for the feeling that the tenderer with the lowest
price is commonly selected. The respondents also believe that the problem is a lack of competence
to procure according to societal development.

5.2.1.3. Adapting to Changes

Respondent E depicts that the construction sector is male-dominated and attracts people that look
and act the same. The respondent was surprised by how resistant some people within the industry
are toward change, con�rmed by the following quote:

“I was very shocked when I started in the industry that it was so incredibly conservative, and this is
what we have always done.” - Respondent E

Respondents F and H also recognize that the expression “you do what you have always done” is
frequently used within the organization. Relatedly, respondent H admits that sharing experiences
and collaboration between departments could be done more often. Instead, it is common to work
by yourself and do what you have always done. According to respondent G, there are some internal
educational sessions to develop knowledge. However, most knowledge exchanges happen between
co-workers talking or visiting other work sites. Furthermore, respondent G is con�dent that much
knowledge exists within the organization; it is about being brave and reaching out to seek it.
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Respondent F claims that it is always a matter of determining if the time spent on something is
worth the bene�t it entails. Additionally, respondent G explains that you shall not neglect that
money must be generated to maintain the business. Respondent G further describes the mindset
where you follow others’ initiatives instead of being the driver of change. Similarly, respondent J
believes that innovations are rather suggested as responses to upcoming problems, than actions to
improve something voluntarily. On the contrary, respondent I depicts that the case company's
investment in a sustainability department shows a willingness to adapt to the importance of
sustainability. The respondent further discusses that you need some companies to be willing to lead
the way to get others on the right path. Relatedly, respondent H has identi�ed a change towards a
more proactive approach to precede the customers and employees. It is emphasized by respondent
E that the problem-solving spirit exists but that you have to allow it. Con�rmed by respondent I
with the following quote:

“Well entrepreneurship is always a bit of innovation because contractors are basically creative people
who solve problems on a daily basis.” - Respondent I

Respondent G believes that there is a willingness to adopt change during a project if the solution
can bene�t the result. However, the willingness to do so is varied, and according to respondent E,
the same applies to employees engaged in other activities. Respondents F and H add to this by
discussing how the individuals distribute their time and decide what they want to focus on within a
project. Although, it is essential to have a supportive district or regional manager who supports
your ideas. Respondent I emphasizes that constrained resources make it hard to promote
innovation within the production and project functions as the workload varies. If you want to
prioritize innovation, you have to reduce the time spent on other tasks.

Respondent E emphasizes how the projects within production ensure competence development as
you change between di�erent roles between projects. Thus, the respondent believes that they get
more perspectives on-site than when working in an o�ce space. Relatedly, respondent J depicts
that when designing a project team, previous experience a�ects the positions within the project.
However, respondent E admits that the evaluation process at the end of a project could be much
improved, likewise, the competence transferring from a project. For example, respondents G and J
depict that even when evaluations are done, it is hard to convey the knowledge appropriately.
Similarly, respondent E believes that since the ideas are connected to the individuals, it is harder to
transfer the experience from one project to another.

To conclude, the respondents discuss structures within the industry and case company and how
these obstruct change. There is a consensus that they work as they have always done, and one
respondent highlights the lack of diversity within the industry and the case company. The
respondents identify individual drivers as the most important factor for change and emphasize that
employees distribute their time as they want within a project. Thus, this can be identi�ed as

39



I. Amirthalingam, N. Kramer

creating a gap between employees and the willingness to employ change, such as integrating
innovative solutions.

5.2.1.4. Risk Allocation

Respondent E explains that since the case company's business entails building things that are
supposed to last for many years ahead, thus innovative solutions are associated with high risks if
they do not perform well. Hence, a risk-oriented mindset requires keeping track of risks.
Additionally, the budget blocks the impact that innovations can create. For example, respondent E
depicts that if the contractors suggest an innovation that lowers the CO2 emissions, they are the
risk-takers, which results in them not always presenting the solution during the procurement
process. Respondent F emphasizes that the industry is risk-conscious due to the low margins and
that the di�erence between pro�t and loss is slim, but the respondent believes that the customers
are the risk-takers. Relatedly, respondents E and H discuss that in some cases, you can advocate a
more sustainable solution after being selected as the tenderer, and the risk-takers are the public
procurement authority. However, this might not always be appropriate as you cannot deviate too
much from the original procurement. In addition, respondent J declares that there is not always
room in the customer's budget for such changes. On the contrary, respondent G believes that by
taking measurements when planning, there is a possibility to eliminate many risks. Respondent H
thinks that the risks should be coupled with the reward, evident in the following quote:

“So you have to look at it like this, where is the upside? And the one who gets the biggest upside that
should also bear the largest risk.” - Respondent H

Similarly, respondents F and J emphasize that it is di�cult to motivate why you should take the risk
if you are not getting paid. Thus, the respondents believe in increasing the price to include
risk-taking in the project budget. Respondent H depicts that today, the perception is that the
contractors take a large part of the risks. Furthermore, respondent I discuss that the customers
should pay for innovation, and the contractors have to ensure that they can deliver by having, for
example, a sustainable department or similar. Respondent I is also open to a case-speci�c risk
allocation where negotiation is required, but both parties need to be more courageous at
risk-taking. In addition, respondent F believes that the case company, being a large corporation, can
be the risk-takers and go without pro�ts from some projects to promote innovations.

Consequently, the respondents illuminate the risk-oriented culture resulting from the low margins
within the industry. Thus, there is always a mindset where you have to examine the cost versus the
bene�t. Regarding risk allocation, the majority of the respondents believe in shared risk-taking.
However, one respondent depicts that the case company already takes their part of the risk by
continuously funding and developing internal competence. On the contrary, another respondent
highlights the case company's responsibility and believes that they can take the chance to promote
innovation by taking a larger part of the risk.
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5.2.1.5. Current Strategies for Achieving Innovations

The respondents mention knowledge-sharing activities as current strategies for achieving
innovations. Overall there are some internal activities to share knowledge, but the perception is that
they are not systematically performed within the organization. According to respondent F, internal
knowledge sharing activities include informing about good examples within the department to
prevent the same mistake. Respondents G and H depict that some examples are communicated on
the case company’s intranet, and respondent H explains that some departments share examples
through monthly letters. Furthermore, respondent H claims that they try to meet across
departments to share knowledge. However, the respondent emphasizes that such activities are
unstructured and driven by speci�c individuals. But, according to respondent H, there are no
collected methods for spreading good examples within the organization. The respondent further
discusses how the perception is that the case company can improve by sharing good examples
throughout the organization, especially between departments. Respondent I shares that they are
better at collecting knowledge at the beginning of a project, than sharing it with others after the
project. However, if someone is curious, employees are always open to sharing their previous
experiences. Respondent J emphasizes that the ambition is to create a summary of the project, but
that is not always done, and there is no systematic way to share such information. Respondent I
describes that they have internal education sessions on di�erent subjects, short lectures via Teams,
and project manager meets to share knowledge. Respondent E states that they have an internal
innovation division that systematically works with innovation. However, respondent I discusses
that the division is perceived as somewhat cumbersome, and some employees do not have the
patience to go through the required process.

Regarding the procurement process, respondent F explains that some procurements are
determined solely on the implementation description, which is a way to welcome innovative
solutions as the price is not a hindrance. Similarly, respondent H describes that when assessing
procurement based on soft parameters and not price, the contractors are unrestricted to present
their solutions and believes that such an approach can facilitate longer collaborations. Respondents
H and J further discuss that some procurements have had an aim to create cooperation, called
pre-commercial procurements. Such procurements are set to last over a period where you work
together through di�erent phases, for example, projection, budgeting, accomplishing the project,
etc. Relatedly, respondents G and I emphasize that to qualify for some procurements you have to
pass the �rst round where, for example, the tenderer's sustainability work is reviewed or the
implementation description. In addition, respondents I and J explain that some procurements are
initiated with a competitive dialogue where the tenderers can in�uence the procurement
documentation.

Respondent J depicts that they invite public sector representatives to workshops and
brainstorming activities to share knowledge and a�ect future procurements. In addition,
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Respondent G and J describe how they, before procurements, try to in�uence the procurement
o�cers via dialogues to include soft parameters in upcoming procurements. Likewise, respondent I
illuminates that they have meetings with their customers to understand their challenges and goals
and how they can help achieve them. In contrast, respondent I shares an example of where the
public sector initiated a dialogue to gain knowledge before a procurement procedure.
Consequently, knowledge-sharing activities commence from both sides.

To summarize, the respondents discuss knowledge-sharing activities as actions to promote
innovation. However, there are no common approaches to do so. Principally, the respondents
emphasize the lack of ways to share experiences. On the contrary, some respondents explain
individually driven activities to collect and share knowledge internally and externally. Thus, there is
an individual driver behind such activities, illuminating the potential for improvement to succeed
throughout the organization.

5.2.1.6. Suggestions on Actions to Promote Innovations

Overall, the suggestions to promote innovations entail improving collaborations both within and
outside the organization. Respondents I and H emphasize that they need to continue fostering the
relationship with the public sectors outside of procurement processes, understand each other, and
share knowledge through dialogues. Similarly, respondent J believes in knowledge collaborations
with the public sector and other cross-industry companies to promote innovations. Respondents
E, G, and I claim that one key to adopting innovations within the industry is to improve the
competence reversal between projects. By doing so, good and preceptive examples can be spread
within the organization. Respondents G, I, and J also emphasize that the information distribution
could be much improved. For example, respondent J suggests an internal database to store such
information, and by using search words, you would be able to �nd earlier projects within similar
areas. Moreover, respondent E emphasizes the need for diversity to allow new ideas to foster within
the sector. Relatedly, respondents E, F, and J depict that individuals must dare to be brave and
stand up for their opinions. Respondent G believes in promoting a curious mindset to embrace
change. Similarly, respondent F claims that the case company should be better at testing things and
not always evaluate and then implement.

Regarding the type of procurements, respondent J depicts a continued use of pre-commercial
procurements to increase cooperation and give room to suggest innovations. Respondents F, H,
and J emphasize that procurement assessments must base on factors other than price to welcome
innovative solutions. Relatedly, respondents G and J discuss that to promote innovations within a
procurement, such demands should be present within the procurement.

The respondents believe that the procurements should be decided on other factors than the lowest
price. There is a consensus that the overall knowledge has to improve, internally and externally, to
promote innovation. For example, some respondents emphasized the need for collaborations with
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the public sector as well as cross-industry companies. Relatedly, other respondents depict sharing
good examples and improving information distribution within the organization. Finally, to
overcome fear and the risk-oriented culture, a curious mindset is suggested to be willing to try new
solutions internally.

5.2.2. Project Development

The empirical results from the interviews with respondents from the �eld of Project Development
are presented in this section, and the six themes from the thematic analysis represent each heading.

5.2.2.1. The Tender Process

Respondent L emphasizes that the LOU may present a barrier due to its tendency to impede
innovation. The respondent believes that the LOU lacks �exibility, and thus, the submitted tender
may be disregarded if it does not thoroughly comply with the procurement inquiry. As a result,
there are limited opportunities to propose innovative solutions as they may not be what was
precisely requested. Respondent N adds to this belief by stating that tenders are often evaluated
through the lens of the lowest price, and hence innovative solutions are overlooked due to the
added costs associated with them. However, the same respondent claims that the public actors that
procure projects worth billions possess the means to procure innovative solutions, which is
con�rmed through the following quote:

"I think that when you have more leeway in the budget and perhaps a longer time span, you can work
with the innovation for a longer period. I believe that in larger projects you also have the opportunity to

bring in resources in a completely different way." - Respondent N

Unlike the mentioned respondents, respondent K holds the perception that one seldom looks at
the possibilities associated with the LOU, but more so the obstacles. Furthermore, respondent M
believes that tenders ought to include innovations to meet the climate goal, despite the
uncertainties associated with innovations. Social sustainability and biodiversity are also matters that
can be improved through innovation. Moreover, respondent K, believes that the internal projects
have a higher requirement regarding sustainability in comparison to the public procurements. In
agreement, respondent L states that projects outside the public sector are keen on adopting
additional requirements that, at times, exceed the public authorities' requirements.

Seemingly the collective belief is that LOU may present an obstacle during the tender process when
introducing innovative ideas. The LOU is thought to be rigid, and thus, alternative solutions are
overlooked. However, there is also the perception that the LOU possesses the means to innovate
and include sustainability requirements if it is employed properly. On the other hand, projects
conducted outside the public sector are thought to include additional requirements, thus
surpassing the public authorities' requirements.
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5.2.2.2. The Procurement Process

Respondent K sheds light on the idea that public procurement and the LOU are perceived as a
means of promoting sustainability. From a historical point of view, it is believed that the LOU has
progressed slowly. However, in recent times, the LOU has been evolving, which is an evident fact in
the following quote:

“I think I see many procurements that demand sustainability. I think everything is going in the right
direction.” - Respondent K

Respondent K believes that the climate crisis has forced the construction sector to develop
accordingly, which has led to the need for new solutions. This matter has also a�ected the public
sector as they now need to involve more sustainability requirements when procuring. On the
contrary, respondents L, M, and N believe that although the requirements regarding sustainability
are increasing, they are not crucial when evaluating the submitted tenders as the price is still the
deciding factor. Respondent N believes that the public sector lacks the ability to evaluate soft
parameters, and thus they may be neglected. The presumption is further built upon by respondent
O, who acknowledges that the public authorities ought to procure on the basis of functions as
opposed to speci�c parameters. Nonetheless, respondent M believes there has been a shift within
the LOU along with a change in the public o�cers' attitude as they are more susceptible to external
information. Municipalities are willing to ask potential tenderers about social sustainability
requirements and how one might create evaluation criteria for the additional requirements.
Respondent M believes that the construction industry is the driver for change and that the public
sectors lack a clear incentive to pave the way for change. This belief stems from the respondent's
experience with public procurements. On the other hand, Respondent N has experienced that
municipalities seldom approach the contractors for suggestions regarding smaller projects but
instead opt for guidance from consultants. Hence, this act is believed to impede new solutions as
the conditions are predetermined by external knowledge. This statement is further reinforced by
respondent O, through the following quote:

“What I sometimes see are inquiries where a municipality, for example, has planned a nursing home
in detail. If it is extremely defined, then it does not extract any product development competence out of

us - the market - it is merely a matter of calculating.” - Respondent O

Moreover, respondent O has witnessed a lack of competence transferring among the municipalities,
resulting from procuring several smaller projects from di�erent contractors. On the other hand, the
respondent does not believe that the LOU is the problem and instead points out the competence
and ability to procure and steer the development. Hence, it is a matter of comprehending the LOU
to be able to request adequate sustainability requirements.
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To summarize, the collective view seems to indicate a lack of proper knowledge concerning the
evaluation of soft parameters. Consequently, the public authorities may resort to the lowest prices
due to it being an e�ortlessly assessed parameter. On the contrary, the perception is that there is an
evident shift in the procuring o�cers' approach as they are willing to broaden their competence
through interactions with the tenderers. However, this act appears to extend to larger projects, and
thus smaller projects are often rigid in nature. It can be concluded that the LOU is not the
hindrance, but more so the competence concerning it.

5.2.2.3. Adapting to Changes

Respondents K and N have seen an evident shift in society to accommodate the transition into a
sustainable future through innovations. On the contrary, respondent O believes that there exists a
certain skepticism towards innovation before it is proven and integrated into the market. In
addition, the respondent believes that the case company is not adequately equipped to develop
innovations. A similar view is shared by respondent L, who claims that there is a lack of organized
awareness internally regarding how one ought to promote innovations, though there is an incentive
to encourage employees to search for innovations and new technical solutions. Although an
incentive to promote innovations is evident, respondent M states that the construction industry
produces rather cost-conscious products aimed toward the end consumer, and hence, economic
factors must be considered. As a result, the mindset is more based on business to the consumer
rather than business to business. It is further implied that the focus is on climate, energy, and social
sustainability as it aligns with the value creations. Hence, the aim is to propose long-term value
creation for the customers and the end consumer. The respondent believes that the construction
sector carries a signi�cant social responsibility to promote sustainability and to use the earth's
resources in a responsible manner. In addition, the respondent acknowledges that the competencies
have expanded within the industry to accommodate the changes within society. In agreement,
respondent N sheds light on the internal competence development through the quote below:

“We are developing competence internally regarding the climate issue right now. We have various
seminars that are mandatory. Then we have some CO2 training and we share expertise between the

projects. So I would say that we have a lot of skills-enhancing activities that may not be connected
directly to innovation but are very strongly linked to climate right now.” - Respondent N

Nevertheless, respondent K is rather critical when it comes to internal development and believes
the organization to be conservative in nature. The respondent believes that the organization ought
to have more diverse competencies than it currently has as the sector is facing a tremendous shift
and must adapt itself accordingly. In tangent with this perception, respondent L states that
institutions are prone to evaluate solutions primarily based on the question at issue and seldom
regard the e�ects in the other areas. Hence, the consequences of the innovations are not considered
to be assessed in a proper manner. As a result, the respondent believes that reaching one of the
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United Nations SDGs is rather di�cult as one must often prioritize selected goals and thereby
neglect other goals. Furthermore, respondent N argues that there is a lack of su�cient budget to
include innovation, which may be rooted in the culture of overlooking new solutions. In line with
this, respondent L states that promoting innovations is the result of an individually driven act.
Respondent N reinforces this statement by expressing that innovations are led by individuals, and
often individuals responsible for the project. Nonetheless, the core issue is re�ected by respondent
O through the following quote:

“We need to take bigger steps, I would say there is still quite a bit left to do. There are some that are
more passionate and that is where it happens. We do not have a structured way to handle innovation.”

- Respondent O

To conclude, there is a shift to accommodate societal changes, and there is a will to deliver
long-term value creation. The social responsibility of the construction industry is stressed, and
therefore the sector has to practice utmost cautiousness when implementing changes. Although
there is an incentive to expand the internal competence of the organization, it appears to be
criticized by some respondents as insu�cient. Furthermore, the innovations are not prioritized in a
fair manner, and thus, innovations may impede other processes due to the organization's
inadequate competence to assess changes. Moreover, the changes are mostly initiated by a few
individuals, and thus there is no systematic way to introduce innovations on a larger scale.

5.2.2.4. Risk Allocation

According to respondent K, signi�cant risks are seldom taken within the case company. The
respondent admits that the industry accounts for a signi�cant amount of the global emissions, yet
the sector is not eager to develop innovations. Respondent L shares a similar view by expressing
that innovations may present uncertainty as one cannot guarantee a favorable outcome. In
addition, the respondent depicts that innovations are di�cult to translate into precise economic
pro�ts, which in turn will present risks when proposing a speci�c outcome. According to
respondent L, innovations are expensive in the initial phase, and must therefore be scaled down in
order to prevail as a viable option. Hence, the incentive to purchase innovation is considered low if
one cannot guarantee pro�ts. Regardless, the respondent believes that once the threshold of
skepticism is passed, the readiness to pay for innovation will increase. In contrast, respondent M
claims that project developments are almost risk-free investments as the projects are sold
beforehand, and thus, innovations can be easily incorporated. The respondent sheds light on the
fact that certain investors from the commercial sector are keen on purchasing sustainable
establishments to strengthen their sustainability portfolio as they do not possess the competence to
do so themselves. The statement is further built upon by respondent L, who remarks that the
commercial sector is more likely to pay for innovation as the investments are paid for by the end
consumer.
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Respondent N highlights that the risks associated with innovations are primarily handled by the
contractors, especially if they are internal projects. The respondent asserts that risks are necessary to
attempt new solutions. Additionally, the respondent claims that the organization seldom wants to
maintain risk bu�ers but expects the risks to be incorporated within the budget for the contract.
Nevertheless, the incentive to develop is higher within internal projects as the risks remain within
the organization. On the contrary, the developed innovations ought to be accommodated within
the project budget. Thus, in the event of a strained budget, innovations may be imperiled as a
means to reach the desired margins, which is emphasized in the quote below:

“The innovations that we have must be accommodated within the project budgets. If it is clear that we
have a project that is rigid then there is a risk that the innovations may be eliminated to reach our

margins.” - Respondent N

Respondent O states that risks within public procurements that request climate neutrality ought to
be handled by the contractors. Respondent O also mentions that the risk has to be divided in a
manner that re�ects adequate competencies. Thus, the party that possesses the proper
competencies ought to take additional risks. Furthermore, respondents K and M depict that there
is a paradigm shift within the sector and that there is a need to have increased margins. Respondent
M further develops the statement by claiming that Construction and Services has a lower margin in
comparison to other segmentations within the organization. Respondent N, on the other hand,
has a holistic perception by stating that the construction industry does not dare to be innovative as
the margins are low. Lastly, the risks associated with changing course during the projects are
possible according to respondent L, however, this act is closely correlated to large expenses.

To summarize, according to the respondents, risks associated with innovations seem to a�ect the
contractors the most. Contractors are seldom keen on adapting innovations as they cannot easily
translate them to economic pro�ts due to the uncertainty that follows innovations. In the event of
a strained budget, from the respondent’s experience, innovations are likely to be eliminated, and
the budget must accommodate risks associated with innovations if they are to prevail. Moreover,
according to the respondents, innovations are more likely to occur if the investments are pre-paid
by the customer, such as within the commercial sector or project development areas. However, the
respondents’ common perception of why innovations are disregarded is due to the low margins
within the construction industry, and the industry does not have the leeway to promote new
solutions. Hence, risks are a deciding factor when assessing innovations, yet, there is a lack of a
structured approach for risk allocation within the industry.

5.2.2.5. Current Strategies for Achieving Innovations

Currently, according to respondent K, the organization opts for the internal innovation division to
accumulate innovation and develop projects. On the contrary, respondent N claims that only
certain projects are eligible for the internal innovation division as they have to exceed a certain
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budget. Moreover, according to respondent L, there are not any speci�c strategies to scan
innovations. Rather, they opt to comprehend the speci�c requirements of the customers and
thereby develop a plausible solution. This view complements respondent O's view, who possesses
the perception that innovations are constantly changing, and at the moment innovations to
promote climate neutrality are desired. In line with this, respondent M states that one must �nd a
unique selling point, as expressed in the following quote:

“You have to constantly find some kind of unique selling point, which we have gotten better at,
especially finding it at an earlier stage. You can leverage it internally, towards the municipalities and

our long-term investors as well.” - Respondent M

Respondent M sheds light on knowledge sharing, by stating that there is a certain amount of
knowledge sharing in the form of internal peer review. However, the respondent remarks on the
fact that smaller teams are likely to share more knowledge. Nevertheless, there are processes to share
knowledge among the customers to enhance their learnings. In agreement, respondent N mentions
that there are group meetings and reconciliations, internally as well as externally. By working in
such a manner, the respondent believes that the workload will be minimized, which in turn will be
pro�table for the organization. Similarly, respondent O believes that an organization must have a
culture that fosters collaboration, where employees can learn from each other. The respondent
acknowledges that sharing knowledge is a crucial basis for developing and learning. Hence, they are
currently facilitating arenas for collaboration and knowledge development. In addition, the
respondent mentions that national core competence regarding particular subjects is of utmost
importance as this will enable the competence to be spread throughout the country.

To conclude, the strategies concerning innovations appear to be scattered within the organization.
Regardless, it is evident that the organization aims to share knowledge internally and externally. On
the contrary, the readiness to transfer knowledge is varying throughout the organization. Smaller
teams appear to share knowledge more seamlessly in comparison to larger teams. Seemingly, the
organization is keen on facilitating arenas for collaboration and knowledge development.

5.2.2.6. Suggestions on Actions to Promote Innovations

Respondent K emphasizes that the market must be di�erentiated to promote pertinent
innovations. The perception is that the demands and the standards ought to correlate to the size of
the project. Also, the respondent re�ects on Sweden's history of exporting di�erent concepts and
products, in the same manner, the respondent believes that Sweden ought to export climate-neutral
districts. To achieve this proposition, there is a belief that the construction sector must unite with
the public sector as a means to facilitate collaboration among the politicians and the business
sector. The respondent proposes that arenas would be appropriate to communicate and
understand each other in a better manner. In addition to this, respondent K also believes that the
organization will be able to scale faster through close collaboration with other companies. Likewise,
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respondent L believes that partnership and collaboration will foster superior solutions, which is
emphasized in the following quote:

"The politicians have their demands and then act on certain parameters. The price is always
important in terms of taking care of public tax money. A long-term partnership may result in good

ambitions and a plan for the long run. If you have ten projects, the tenth project will be phenomenally
better than the first. The LOU should be followed in a manner that does not only consider cost but also

long-term development." - Respondent L

A similar view is shared by respondent O, who states that the public procurement o�cers lack the
competencies to lead the sustainable transformation. On the contrary, respondent L acknowledges
that it is rather di�cult for the public procurement o�cers to maintain �exibility while procuring
the desired contract. Furthermore, respondent O claims that in order to pursue innovation, one
must work together with other actors. The respondent highlights that to drive innovations, the
procurements have to be altered in a manner that increases collaboration. An alteration could mean
that the procurement spans several projects within the municipality. By procuring in such a
manner, one can include broader and softer parameters and thus ensure that all projects are built
with similar innovations and knowledge. This statement is further evolved by respondent N, who
points out that the LOU can facilitate long-term collaborations if they are divided into phases with
clear objectives. Thus, the agreement is built upon certain toll gates that permit the parties to move
forward with the projects if the conditions are met.

Moreover, to enable collaboration with the public sector, respondent K believes that the
organization must develop internal competencies while maintaining existing competencies. As the
organization obtains more knowledge internally, the respondent believes that it will enable a proper
understanding of the public sector and the arising needs. The respondent further supports the
mentioned argument by stating that the construction industry is changing at a much quicker pace
due to more integrated technology. As a result, there is an apparent need to build establishments
that are energy e�cient and develop new solutions, such as battery storage. Hence in the pursuit of
building a new city, it is crucial to understand the demands of the future. Similarly, respondent L
re�ects that the competencies are rather scattered, and therefore, there is a need for a collected
comprehension that is summarized into a best practice. In a similar vein, respondent N believes
that knowledge could be enhanced through the study of exemplary projects that have integrated
innovations. The respondent believes that the organization can move at a quicker pace, and thereby
work in an agile manner.

Furthermore, respondent O states that there is limited knowledge regarding the customer interface
as they operate in a business to business manner. Hence, the respondent admits that it is di�cult to
create value for the customers. The respondent recognizes there is an evident need for the processes
to handle customers' thoughts when designing future buildings. In light of this, the respondent
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advocates for long-term collaboration as it paves the way for a deeper understanding of the
customers' needs, limitations, and available opportunities. Respondents K and O claim that the
LOU must adapt in a manner that enables organizations to compete on the basis of quality as
opposed to only the lowest price. In the same vein, respondent L states that the LOU suggests a
rather detailed plan, thus a�ecting the means to be �exible. A procured project must take into
account that di�erent solutions will emerge in the future, and therefore there must exist leeway to
accommodate solutions that are not available today. The respondent stresses that, at the moment,
innovations are developed in tandem with the projects, as they may not be required through the
LOU. In line with this statement, respondent O proposes that LOU ought to use functional
procurements in combination with criteria such as price, environmental requirements, and
competencies when awarding a tender.

Furthermore, respondent K suggests that innovation funds would promote climate neutrality. The
respondent also states that consumers that opt for climate-neutral buildings ought to be awarded
bonuses as a means to promote the acquisition of climate-neutral establishments. In a similar vein,
respondent N believes that the development of innovations ought to be funded, and thus, capital
ought to be allocated for that speci�c reason. The respondent's proposed solution is cited as
follows:

“I think the problem is very much that it is a low-margin industry. We do not have large margins on
the contract, which eventually means that we do not dare to be innovative. If something goes wrong,

then we have a small margin. I think that in order to bring in innovations, we need innovation
funds.” - Respondent N

In summary, the respondents propose a ray of di�erent suggestions to improve the implementation
of innovation within the case company. The respondents stress the need for close collaboration, as
this will enable the organization to comprehend the societal requirements and scale innovations
quicker. It also emphasized that the procurement ought to span over several projects to enable
better knowledge transfer and foster more thriving partnerships. However, it is acknowledged that
internal competence must continuously develop to accommodate societal changes. It is evident
that there is a lack of knowledge concerning the customer interface, and thus a structured process is
of need. Although there is a desire for functional procurements where additional parameters are
included, the internal problem is the lack of internal economic assistance. Innovation funds are
suggested as a viable option to promote new solutions to combat this.

5.2.3. Business Development and Other Functions

The empirical results from the interviews with respondents from the �eld of Business
Development and Other Functions are presented in this section, and the six themes from the
thematic analysis represent each heading.
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5.2.3.1. The Tender Process

Respondent R claims that transparency is of great importance when procuring, as this will ensure
that all tenderers are conveyed the same knowledge. According to respondent S tenders can be
perceived as a method to formally include innovation within projects. Moreover, respondent Q
claims that procurements can only be altered to a certain degree after a tenderer has been chosen. In
the event of signi�cantly changed procurement, there is a peril of unauthorized direct
procurement. Hence the procurements cannot change their core nature, and must, therefore, have
a clear objective to avoid alterations. The respondent further develops this statement by remarking
that there is an evident fear among the public procurement o�cers to signi�cantly alter the
procurement as this may result in an appeal from the other tenderers. Seemingly, the public
procurement authorities want to avoid lengthy review processes and thus, opt for a rather strict
procurement protocol. This act may present a peculiar predicament when new solutions are
emerging that are di�cult to integrate due to limitations within the procurement. Nevertheless, the
same respondent also acknowledges that there is a possibility to communicate with the procuring
authorities prior to any o�cial procurement. It is ,however, critical not to sway the procurement in
the favor of the organization, as this can breach the procurement legislation, and thus utmost
cautiousness must be practiced.

To conclude, there is a hesitation to change the original procurement. The hesitation seems to
reside with all concerned parties as they want to avoid lengthy review processes and unauthorized
direct procurement. The respondents acknowledge that new solutions are di�cult to incorporate
during the project, and thus, the process can be viewed as rather rigid. On the other hand, it is
possible to communicate with the procuring authorities prior to the o�cial procurement, although
utmost vigilance must be practiced to avoid breach of the procurement legislation.

5.2.3.2. The Procurement Process

Respondent S states that there is a shift within the public procurement process as public
authorities are beginning to embrace innovations, especially innovations that enable climate
neutrality. Respondent Q stresses that innovation can be developed within the LOU if the purpose
and objective of the procurements are clear. In addition, the respondent states that one must not
lock the procurement before procuring if one wishes to incorporate innovative solutions.
Respondent Q, in agreement with respondent R, remarks that the LOU is transforming by
integrating requirements regarding sustainability, thus paving the way for new solutions. However,
respondent R also states that although the public authorities’ requirements for sustainability are
changing, they are believed to be relatively unpretentious in comparison to other industries,
reasoned from the respondent’s professional experience. Hence, the respondent believes that the
low requirements impede the development of the construction industry, as a result, the internally
developed solutions among the tenderers may not be relevant in the procurement process as the
LOU disregards solutions that cannot compete in the market. On the other hand, respondent T
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perceives the LOU as a tool that can be used to facilitate market dialogue to increase the awareness
of how the procurement ought to be designed. The respondent further states that the evaluations
of the tenderers are not primarily based on the lowest price anymore as more signi�cance is given to
attributes such as competence. Respondent S shares another view regarding the municipalities'
incentive to drive innovations. The respondent states that there are existing solutions within
organizations that can be procured to streamline processes in government-controlled businesses.
However, they are seldom accepted as this may reduce the costs which contradicts the requirement
of having a certain number of employees within governmental jobs, regardless of improved
e�ciency. In addition, there is also reluctance surrounding solutions that require additional
knowledge. Consequently, it is not uncommon for the municipalities to steer towards well-known
compatible solutions.

Furthermore, respondent Q describes the public procurement o�cers lack in competencies and
therefore, may not procure adequately, this statement is quoted as follows:

"I do not know if it is the LOU itself, that is the obstacle. I think it has more to do with the competence
among the procuring officers. They do not really have the competence and do not know how to ask.
Instead, they opt for well-known solutions. I have been involved in trying to propose alternative or

equivalent solutions, but the customers are seldom open to such solutions. They are very much locked
into their own ideas." - Respondent Q

Respondent R shares a similar view by remarking that one becomes dependent on the procuring
o�cers' competence. On the other hand, the respondent believes that procurements based on the
LOU are fair and allow for equal opportunities among the competitors. However, the
competencies regarding procuring contracts are rather diverse through the municipalities, and thus
it is locally controlled. The procuring o�cers rely on their experiences, hence a�ecting the manner
in which they express their needs. Seemingly, the respondent claims that the ability to incorporate
novelties and ideas is not homogenous. In addition, the respondent states that the authorities are
nervous to procure in a manner that results in undesired outcomes. There is also a prominent fear
of being deceived by the tenderer. Consequently, the authorities opt for turnkey contracts where
they specify the functions or the desired outcomes in a precise manner. The authorities operate in
such a fashion to avoid accepting a substandard o�er. In the same vein, respondent T depicts that
the LOU can be used in a manner that results in isolated positions. The respondent further
describes this occurrence as lacking a dialogue between customers and contractors. The agreements
are formed and governed through legal documents that may not correlate with the project's
interest. Thus, the respondent concludes that the LOU can be seen as a tool, but, the competence
to procure must improve.

To summarize, there seems to be a consensus that there is a shift within the public procurement
process. However, the perception of the shift seems to vary among the respondents. Although the
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change in the procurement process is evident, according to some respondents, other industries are
outperforming procuring authorities in terms of integrating requirements regarding sustainability.
One respondent shed light on the fact that the LOU enables market dialogue. In addition, the
evaluation of tenderers is changing as parameters such as competence are being included. On the
contrary, the competence to evaluate additional parameters is diverse among the procuring o�cers
as they often rely on their accumulated experiences. There also seems to be a prominent fear among
the procuring o�cers of being deceived by tenderers, and therefore, they opt to specify their needs
in a rather rigid manner.

5.2.3.3. Adapting to Changes

Respondent S depicts that the competence in the organization varies. However, the respondent
stresses that all employees are required to possess su�cient knowledge regarding internal software.
The perception is that additional knowledge can be of use, but is not a necessity to work within the
projects. Hence, superior knowledge regarding tools and programs is held by certain individuals, as
a result, some projects may have fewer individuals that possess adequate knowledge and experience.
The respondent re�ects that the project teams are formed to encapsulate proper competencies to a
certain degree. The teams are mainly formed based on roles the employees possess, and hence
experience and knowledge are not regarded as deciding factors. Furthermore, respondent S
mentions that there is a lack of incentive to develop new solutions among the employees. The
respondent points out that some of the employees are believed to not know the di�erence between
innovation and development. On the contrary, respondent T claims that the employees undergo
continuous competence training that is in line with the role and business strategy. Furthermore,
respondent S states that they seldom adopt innovative solutions if it does not retain a direct
competitive advantage over the competitors. On the other hand, the incentive to adopt innovative
solutions is increased within areas that possess a competitive advantage. According to respondent
R, the organization is working more with innovations and streamlining processes. However, the
same respondent expresses the absence of the demand for innovation through the following quote:

" If innovation were needed, we would probably have had innovation. I do not know what the chicken
or the egg is." - Respondent R

Respondent R admits that innovation can enable improved business models and the overall
standard. Regardless, the respondent does not believe there is pro�t in innovating. If it had been
pro�table, the organization would already be innovating on a larger scale. The respondent states
that the organization must de�ne the core bene�t of innovations as it is currently not evident for
the industry. Along the same line, respondent S believes that innovations may not be needed if the
procurement is composed in a manner that does not require it. The respondent states that it is
possible to request the public procurement authorities’ for a trial period to include certain
innovations. However, this act is rather tiresome as time could be spent elsewhere. Nevertheless,
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the respondent acknowledges that incremental and radical innovations are needed within the
public sector as the requirements are increasing at a faster pace. The respondent states that
innovations are an advantage for the organization, but at the same time, they can present a burden.
Innovations can provide the opportunity to develop new solutions that increase the competitive
edge. However, innovations can also hamper e�ciency as the organization loses focus on delivering
existing products and services. The respondent points out the lack of a structured view regarding
how many of the projects ought to include innovations. Innovation and development are
considered to be essential factors for the customers, shareholders, and employees. Thus, the
respondent stresses the need to �nd the right balance of workload for the projects that do not
majorly hamper the e�ciency. Respondent T holds the belief that the projects primarily focus on
delivering the product, and hence innovations are managed on the sidelines of the projects.
Respondent S shares the same view expressed through the following quote:

"We only have a limited amount of time per day. I work 8 hours and I have to choose between
spending an hour of my free time improving safety on-site or spending an hour working on an

innovation project. It is a trade-off." - Respondent S

Moreover, respondent S states the construction industry entails tedious processes. The respondent
re�ects on the Swedish democratic system that is based on providing everyone with the right to
share their opinion and the right to appeal when the need arises. Hence, the respondent believes the
possibility of appeals in the form of procurement reviews to be an expensive challenge that slows
the process. In a similar vein, respondent T mentions that the public sector drives a democratic
process to ensure that everyone is able to in�uence. However, the respondent remarks that there are
several gates to pass, and the processes are quite isolated. Hence, the respondent believes that the
process does not capture the outside world. Furthermore, respondent S states that developing new
ideas with private actors is easier as the relationship is not governed by strict protocols. A good
relationship with public authorities is perceived as a desirable outcome. However, it must not have
any bearing on the next procurements, and hence the contractors must practice cautiousness which
may inhibit the development of new ideas.

In summary, the collective assumption among the respondents is that the level of competence varies
throughout the organization. The experience and knowledge of the employees are seldomly
evaluated when forming project teams. As a result, the incentive to develop new solutions is not
consistent within the case company. Speci�cally, new solutions are rarely implemented if they do
not possess an evident competitive advantage. One respondent emphasized a lack of demand for
innovations, and therefore innovations are not implemented on a larger scale. Innovations are also
perceived as a burden, as they can hamper other processes. There appear to be no structured
methods to develop innovation as they are currently managed on the sidelines and thus not
prioritized due to other impending processes and deliveries.
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5.2.3.4. Risk Allocation

Respondent R states that the risks associated with innovation ought to primarily be allocated to the
contractors if an innovative idea originates from them. The respondent believes that the
contractors must take legal responsibility for the delivered products, as it will ensure that the
contractors can steer the projects in accordance with their ideas. However, the respondent makes it
clear that they ought not to take responsibility if the innovative ideas are from the public
procurement authorities. Respondents R and T depict a dissimilar view by stating that the
�nancial responsibility ought to land on the party that bene�ts from the idea. Respondent T
further claims that the LOU enables a contract where the parties hurl risks at each other instead of
focusing on how the parties jointly can manage the risks.

Respondent T claims that the margins are set higher within the �eld of Project Development as
they have fewer employees involved and can therefore have more leeway. On the other hand,
Respondent R argues that the margins are not truly low within the construction industry and
instead argues that they are high in relation to the return of equity. However, the respondent
admits that they are chosen to be set at a low level in the projects. On the contrary, respondent T
states that the construction industry has a low margin through the following quote:

"The construction industry is a so-called low-margin industry. I mean, the profit margin is perhaps 3
or 4 %. It is not like in the other industries where there is the possibility to set aside large development
budgets. In the construction industry, you work day by day to refuel and of course to provide a small

profit for the shareholders then." - Respondent T

To conclude, the perception of risk allocation seems to vary among the respondents. Some
respondents hold the belief that the party that bene�ts from the idea ought to carry the �nancial
responsibility. However, another respondent believes that the risks ought to be held by the party
that proposes the idea. However, the fundamental issue appears to be that the margins are low, thus
a�ecting the process of risk allocation. On the contrary, one respondent sheds light on the fact that
the margin is truly not low if they were to be compared to the return of equity.

5.2.3.5. Current Strategies for Achieving Innovations

Respondent R states that the procurement legislation is far too formalistic and bureaucratic.
Hence, the respondent mentions that innovation procurement is a plausible method to employ if
the public procurement sector wishes to incorporate new solutions. However, respondent T argues
that knowledge regarding innovation procurement is rather scarce, and there is a certain fear and
cautiousness associated with it. The respondents mention knowledge-sharing as a way to achieve
innovations. Respondent S states that knowledge from the di�erent project teams is not organized
well. The respondent’s department has initiated speci�c occasions to share knowledge, held
approximately four times a year, intending to centralize knowledge to distribute it to other parts of
the organization readily available for all employees. However, the respondent remarks that not all
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employees are keen to read the latest update, hence knowledge may not be spread evenly. The
respondent further states that certain information is shared regularly in a structured manner. The
quote below sheds light on how the information is spread throughout the organization:

"For example, we have a way of spreading information, I think it is four times a year, to all employees.
There is quite a long lag associated with the shared information, I think the information is shared

three to four months after. We cannot include every little event and project in the update. Hence, it is
those who work centrally that possess the excess knowledge." - Respondent S

Moreover, respondent T believes that it is a challenge to capture knowledge from projects and
transfer them to the next project. The respondent mentions that initiatives have been taken to share
knowledge. However, these are not frequently updated, hence proving to be ine�ective. On the
other hand, the respondent sheds light on the internal innovation and development division that
manages innovation and ideas. The respondent believes that the division was partly created to
capture and scale ideas.

Seemingly, innovation procurements are believed to be a viable option to introduce new ideas.
However, such procurements are often associated with fear and cautiousness. Internally, there
appear to be problems with sharing knowledge. Even though initiatives to share competence have
been taken, employees are seldom keen on updating themselves. As a result, knowledge is not
spread evenly within the organization.

5.2.3.6. Suggestions on Actions to Promote Innovations

Respondent R stresses the need for change in cultures and values within the case company. The
case company ought to realize that they are not participating in a competition to be the best in the
near future but to stay relevant within the next 150 years. According to the respondent, the
attitude towards innovation would be di�erent if companies planned to be at the forefront in the
long term. Respondent S sheds light on how organizations ought to adopt various best practices to
promote innovations. The respondent considers incremental and small improvements in
traditional development to be quite simple. Innovations of such nature are performed well within
existing operations. However, innovative development is associated with disruptive, radical
development. Such innovations ought to be isolated from the department or the project in order to
obtain more freedom and follow an alternative working method. On the contrary, the respondent
realizes that isolating certain departments to promote radical innovations can be di�cult within the
public sector. Respondent R, on the other hand, proposes market dialogues with other companies
operating in the same industry and public sectors. However, the respondent also stresses that
sharing innovation can be sensitive as the innovation will not be their own anymore. In a similar
vein, the respondent mentions that long-term partnerships must be more formalized and can even
be partially �nanced by public actors, such as Vinnova or Smart Build Environment, or through an
EU fund. The respondent believes that such an act will create a framework that will enable actors
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to share knowledge with fewer hesitations. However, respondent S states that sharing knowledge
can, at times, not align well with the LOU. Similarly, respondent T believes that there ought to be
more collaboration among organizations to drive innovation. In addition, the respondent
emphasizes that knowledge must be shared in di�erent phases of the procurements. Respondent R,
on the other hand, proposes that the public sector ought to procure a larger number of projects
within the same contract. The respondent believes that this act will be based on the premise that
the actors can jointly develop and design the projects continuously.

Furthermore, respondent S shares that innovations that are similar in nature, ought to be
implemented within the same geographical area as competence can be more e�ortlessly shared
among the employees. Likewise, respondent T stresses that the educational level among the
employees must continuously develop. Moreover, respondent S shares that creative work happens
during breaks and physical interactions. Thus, the respondent proposes co-location to be close to
the ecosystem of innovations. The respondent states that municipalities are isolated from the
private sector and large companies, and thus a shared location would enhance trust and knowledge
sharing. Larger companies would also bene�t from sharing o�ce space as this would enhance
creative thinking.

To conclude, according to the respondents, there seems to be a need for long-term planning where
innovations are included. Innovative development is thought to be associated with radical
innovations that must be created through alternative working methods to �ourish. One respondent
suggests market dialogue as a method to enhance knowledge sharing. However, such an act must be
further developed through a third party. By having a clear framework, the respondent believes that
the actors will share knowledge with less hesitation. Lastly, another respondent shed light on
co-location to enhance knowledge sharing among the employees and public authorities. Hence, it is
evident that the knowledge must be continuously expanded to stay relevant in the industry.
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6. Discussion

In this section, the empirical �ndings and analysis are discussed with the literature to answer the
posed MRQ: How can contractors employ innovations under the regulations of LOU to contribute to
climate neutrality within the B2G channel? The discussion is divided into the following headings:
Introducing Innovations into the Construction Sector, Willingness to Adopt Changes, Risks and
Reluctance Associated with Innovations, and Suggestions on Actions to Promote Innovations
within the B2G channel. Firstly, Introducing Innovations into the Construction Sector discusses
the current state of the construction sector and how the sector can and is currently introducing
innovations. The section is directed to answer SRQ 1: What are perceived as important aspects to
consider when negotiating public procurements that include innovations within the B2G channel?
Secondly, Willingness to Adopt Changes discusses how the adaptation to changes within the case
company and makes connections to change management. Thirdly, Risks and Reluctance
Associated with Innovation is directed to answer SRQ 2: How can contractors combat the problem of
risk allocations associated with innovations within procurement negotiation? Finally, Suggestions on
Actions to Promote Innovations within the B2G channel can be perceived as an answer to the
MRQ. The headings are visualized as part of a puzzle in Figure 4. There are possibilities to expand
with more puzzle pieces because there are many opportunities to continue studying this and
adjacent areas in the future.

Figure 4. A visualization of the discussion’s four headings
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6.1. Introducing Innovations into the Construction Sector

This section discusses the construction sector's current state to present an overall understanding of
how innovations can be and is currently introduced. Thus, it can be perceived as an answer to SRQ
1: What are perceived as important aspects to consider when negotiating public procurements that
include innovations within the B2G channel? The empirical study revealed that innovations can be
perceived as a tool to achieve climate neutrality. However, Motawa et al. (2007) depict that the
construction industry is slow in adopting new solutions due to the uniqueness of every project.
Nevertheless, both the public sector and the case company realize that innovations are created in
symbiosis with the concerned parties. This perception aligns well with Jacobsson and Bergek's
(2004) explanation of TIS. The notion of TIS is that innovation and technological change are not
matters that are strictly derived from organizations but are discovered in a broader innovation
system that supports, guides, and constrains the activity of the organizations. The statement is
further enriched by Markard and Tru�er (2008) who state that TIS is a collection of actors and
institutions that interact in a distinct technological �eld and contribute to the development of new
ideas. Similarly, the empirical �ndings shed light on the importance of interaction among the
academy, public sector, and large private sectors to promote innovation. However, the resources to
innovate are scarce, and thus, the incentive to spend time on new solutions is limited. The
mentioned view correlates well with Edquist and McKelvey (2000), who states that the demand for
innovation is dependent on policy instruments such as laws, taxes, regulations, and subsidies.
Hence, policy instruments are vital for innovations to be introduced into the construction sector.
Seemingly, the incentive to promote innovation has increased within the public sector, but there is
still an evident hesitation to use tax money. As a result, innovation is not prioritized due to the
associated uncertainty and the added costs. Thus, they opt to spend money on processes that yield
known outcomes. Therefore, innovations that are not requested by the procuring authorities may
not be suggested.

Moreover, innovations may be developed on the sidelines, but are prone to elimination in the event
of a constrained budget. In light of this, one can assume that innovation is considered an optional
amenity when not requested. In addition, the empirical �ndings indicated that the processes within
the public sector are rather slow, which a�ects internal development. On the contrary, innovations
are not only hindered by the public sector. The empirical study disclosed that the case company
seldom employs innovations that do not possess a competitive advantage. Hekkert et al. (2007)
state that innovations are not solely dependent on competition among various technologies, but
also dependent on competition between existing innovation systems that are emerging as well as
fully established innovation systems. Thus, one must recognize that innovations are a part of a
system that competes within the market and not merely single entities. In addition, Loosemore
(2015) portrays innovation within the construction sector as requiring a dynamic process. Hence,
companies have to be rather meticulous about what innovations are of value in the face of
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ever-altering competition. With that being said, the organization and the public sector seem to lack
structured methods to evaluate the competitive attractiveness of the innovations. Hence, one can
assume that innovations are seldom introduced as the competitive attractiveness is often unknown.

Derived from the empirical study, it was evident that the public sector opts for known methods. In
some cases, the public sector is willing to try unconventional ideas. However, they do not want to
be the �rst ones to adopt novel ideas due to strict regulations concerning tax money. This act
correlates to the lock-in e�ect, proposed by Hekkert et al. (2007). Hence, one can assume that the
trajectory of innovations will be prone to a lock-in e�ect if they are chosen based on strict protocols
that inhibit unconventional ideas. This e�ect may promote a trajectory that favors traditional ideas.
On the other hand, the empirical �ndings revealed that the implementation of innovations is more
likely to occur within larger projects due to the proportionally lower risk, coupled with a higher
budget. Nonetheless, the innovations are often incremental, and thus radical transformations are
seldom nurtured. Loosemore (2015) portrays construction innovation as aiming to solve arising
problems as opposed to pre-existing issues. This statement is reinforced by the empirical �ndings,
as it revealed that innovations are proposed as a response to impending problems instead of
improving existing ones. Loosemore (2015) also stresses the importance of early involvement of
innovations in projects. Hence, one can speculate that preexisting problems are seldom considered
in the early stages due to a lack of competence and are, therefore, disregarded. Hekkert et al. (2007)
remark that the adoption of innovation is a result of accumulated knowledge and capital outlays.
This statement relates well with the empirical �ndings as it sheds light on the fact that competence
and economic factors can present a barrier when adopting innovations.

Havenvid (2015) interprets the unfavorable impact on innovation that results from competition
and interaction. The study concludes that employing competition and interaction in tandem tends
to cancel each other out by being contradictory. The empirical study revealed that there is a
perception that both competition and interaction are essential to achieving innovations. For
instance, one of the respondents from the public sector mentioned competitive dialog, where
competition and interaction are essential. However, the common perception within the public
sector seems to be that competition is often favored. Havenvid (2015) proposes that collaborations
are often the driver for innovations. Thus, one can speculate that the favored competitiveness of
the public sector may inhibit innovation. Furthermore, Bygballe and Ingemansson (2011) state
that low margins within the construction industry result in a lack of focus on innovations.
Similarly, the empirical �ndings revealed that low margins inhibit novel ideas. Hence, the public
sector and the case company are receptive to innovations but are restricted by factors that do not
embrace innovations. However, the margins are not truly low in relation to the return of equity,
according to the empirical �ndings derived from the category Business Development and Other
Functions. Thus, one can argue that the margins are determined to remain low as this will ensure
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that all projects are selective regarding additional expenses. Seemingly, the determined margins
appear to be the cause for why susceptibility to innovations is insu�cient.

6.1.1. The Current Procurement Process

This section discusses the current procurement process to shed light on important aspects to
consider when submitting a tender, seen from the case company’s perspective. The empirical study
revealed that the public sector employs a systematic procedure when procuring, such as initiation,
the veri�cation of the procurement documents, and allotment. However, the guidelines are rather
general, and thus the o�cers can practice independence when creating a contract. Consequently,
the contract may become incomplete due to independence coupled with problems rooted in low
competence among the procuring o�cers. Hart (2017) remarks that an incomplete contract can
result in uncertainty for both parties. Thus, one can assume that the fear of the procuring o�cers is
associated with the uncertainties that result from incomplete contracts. On the other hand, van
Aaken (2009) states that the contract theory employs an ex-ante approach, and hence, there are
limitations to the theory due to unpredictable forecasts. However, the current procurement
processes seem to avoid uncertainties and therefore opt for the tender with the lowest price
submitted for the procurement inquiry. Hence, Hart’s (2017) theory of incomplete contract must
be considered, alongside Aaken’s (2009) statement regarding the ex-ante approach. Seemingly, the
current contracts are incomplete, yet, one must not employ an ex-ante approach to broaden them.
Instead, one ought to seek to form contracts that have more leeway for unpredictable outcomes.

Moreover, the empirical �ndings revealed that the interpretation of the LOU varies greatly among
the procuring o�cers. For instance, some procuring o�cers are willing to have a dialogue with the
contractors to broaden the spectrum of knowledge. There seems to be a consensus that the
procuring o�cers have the ability to interact with the contractors. However, the incentive to do so
varies across the country. Waara’s (2007) study con�rms the mentioned statement and also remarks
that the hesitation to interact with the contractor can depend on the fact that they want to avoid
favoritism among the tenderers at a later stage. The empirical �ndings indicated that the
procurement process has changed as LOU has made it compulsory to consider sustainable factors
when awarding a tender. Even though requirements regarding sustainability are a necessity, they are
not the deciding factor when evaluating the submitted tenders. Seemingly, the study revealed that
the price is generally the crucial factor, given that the sustainability requirements are met. However,
it was evident that some municipalities were keener to introduce additional parameters into the
procurements. Similarly, Sporrong and Kadefors (2014) stress that the o�cers' knowledge
regarding the procurement process may di�er, and thus the requirements may vary. Hence, it is
emphasized through both literature and the empirical �ndings that the procurements are highly
dependent on the o�cers’ knowledge and their perception of the procurement process.
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Konkurrensverket (2020) states that the LOU enables competition among the tenderers. This
statement is further con�rmed through the empirical �ndings by revealing that the LOU paves the
way for transparency as all contractors are provided with the exact same information regarding the
particular procurement. However, due to the very same reason, the procurement is seldom altered
as this will reduce transparency if the procurement changes the initial conditions. The empirical
study revealed that the public sector and the contractors sometimes hesitate to introduce
innovation at a later stage as this may result in an appeal which can cause a lengthy review process.
Additionally, competition enables the public sector to choose a tender that presents the lowest
price. The regulations at the moment do not value sustainability requirements as high as the price.
Consequently, innovative ideas will be disregarded, in the face of other submitted tenderers with a
lower price and thereby impede innovation. To counteract such acts, the empirical �ndings
indicated that the market must be di�erentiated in a manner that allows for adequate competition
with comparable entities. In a similar vein, Havenvid (2015) sheds light on the fact that there is a
fundamental issue in believing that competition is the main driver for introducing innovation. It is
even stated that competition can negatively a�ect interaction. Interaction, such as partnering and
alliances promotes innovations (Blayse & Manley, 2004). This statement is reinforced through the
empirical study by the public sector and the case company. Thus, one can assume that competition
among contractors has to be reevaluated to ensure that they do not hamper new ideas. On the
other hand, the act of facilitating interaction may require more resources from all concerned
parties. Hence, one can assume that the procuring o�cers may resort to competition if they are not
acquainted with the need for innovative solutions.

6.2. Willingness to Adopt Changes

This section discusses the willingness to adopt changes as employing innovation calls for a climate
welcoming of changes. Saviotti (1997) emphasizes that innovations are the results of complex
patterns of interactions. Thus, achieving interactions are dependent on the parties' willingness to
participate in such activities. From the empirical �ndings, it is evident that both the public sector
and case company representatives are willing to take part and interact with one another. However,
the incentive to do so is varied. The overall attitude suggests that some individuals promote
interactional activities, but there is no systematic way for this to occur. On the contrary, the
empirical �ndings revealed that there are some procurement strategies to encourage such
interactions, though not used by large. Relatedly, Musiolik and Markard (2011) depict how
resources to innovate are regulated by organizational structures. The empirical �ndings show that
current organizational structures within the case company tend to isolate the projects from each
other and that the knowledge exchange between projects is rarely systematically performed. Thus,
one can argue that the organizational structure at the case company limits the resources to
innovate. Motawa et al. (2007) believe that lagging in the construction sector is reasoned due to the
uniqueness of every project. Hence, the current situation at the case company con�rms the
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argument by Motawa et al. (2007). Halou et al. (2019) highlight the construction sector's slow
reaction to changing conditions. Similarly, Loosemore (2015) explains that innovations are mostly
created as responses to upcoming problems. In agreement, the empirical �ndings revealed that
almost all innovations are reactions rather than actions, and such decisions are made primarily to
sustain competitive advantage or secure a speci�c contract. Thus, arguably there is an apparent
need to change the mindset toward seeking innovative solutions.

Edquist and McKelvey (2000) claim that governmental incentives steer the demand for
innovations. In agreement, Loosemore (2015) emphasizes how the market has to demand and
reward innovations. The empirical �ndings illuminate that the perception from the public sector
representatives is that the willingness to adopt changes varies. However, much of the resistance
towards such changes is because of the problems that have occurred in the past. For example,
historically, procuring with new methods has resulted in reviews, which has resulted in fear of
procuring with additional requirements. In agreement, Varnäs (2009) discusses the fear of higher
costs and long processes and depicts that competence de�ciency impacts such decisions. The public
sector representatives also explained that the procurement o�cers are occasionally scared of being
transparent about previous procurement processes that have failed or were less than optimal.
Hence, this makes it hard to pinpoint how the procurement o�cers lack competence and
understand how they can improve their procurements. Wihlborg and Laurell (2012) emphasize
how procurement o�cers tend to skip understanding and involvement of end-user needs within
procurements. One of the public procurement representatives declared that some procurement
o�cers use three or four years old procurement documentation because of a lack of resources.
Thus, the changes that have happened during these years are not considered in the procurement,
and neither are the end-user needs. Relatedly, the empirical �ndings showed that the perception is
that the procurement o�cers do not have the competence to evaluate soft parameters or even
understand the end user's needs. Consequently, from this comparison, it is clear that the
competence of the public procurement o�cers has to develop to enable demanding innovations
through procurements.

Kemp and Low (2008) emphasize that to obtain the advantages of adopting changes, the
implementation process is of importance. Similarly, Klein et al. (2001) have the same perception
and elaborate that new systems fail because of implementation failure. The implementation phase
is dependent on the employees' willingness to change. However, the implementation process has to
be widely embraced to facilitate the means to reach the expected bene�ts (Lundberg et al., 2019).
The empirical �ndings show that the case company has few systematic procedures for sharing
knowledge and performing competence exchanging activities. Thus, it all circles back to the
employees' willingness to adopt changes. However, one must realize that change within the
construction industry is rather di�cult as it is believed to be a complex social system with
non-linear processes (Lundberg et al., 2019; Shibeika & Harty, 2015). Seemingly, the empirical
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�ndings support this view. However, the largest obstacle seems to be a lack of willingness to change.
Hence, it is evident that there must be incitement from all concerned parties to change and thereby
create a widely adopted consensus.

Gerbec (2017) emphasizes that certain changes can a�ect several parts of the organization. If the
adoption of changes is solely based on certain individuals, the organization will likely postpone
incorporating such changes. Instead, a systemic perspective is of great signi�cance to assure proper
support and adequate organizational changes (Cao & McHugh 2005; Pluta & Rudawska 2016).
However, it is apparent from the empirical �ndings that changes are often instigated by individuals
that possess leadership roles. Hence, it may not be possible to gain a systemic perspective if the
mentioned individuals lack incitement for change. The literature highlights that employees carry a
profound in�uence on organizational changes (Faupel, S. & Süß, S., 2018; Bormann & Rowold,
2016). Therefore, one can assume that individuals who carry managerial roles have an even greater
in�uence. Consequently, changes have to be of such caliber that they are perceived as vital to be
incorporated. In the event of assumed unnecessary changes, they may be overlooked due to a lack
of potential. Thus, one can presume that change is currently a product of great in�uence among
individuals that possess certain roles. Consequently, a systemic perspective should be considered
throughout the organization to minimize the dependency and increase the genuine interest in
changes. Moreover, the public sector representatives similarly explain that changes are slow to be
implemented and blame it on their large organization with long decision paths. However, both the
case company and public sector tend to fault the organizational structures, but some
representatives also highlight the absence of common approaches for implementations a�ected by
the change. From the empirical �ndings, it is evident that both the public sector and the case
company can improve internal competence following societal development. Relatedly, there is a
need for systematic implementation methods and knowledge-sharing activities to succeed in
competence development and create a willingness to change.

6.2.1. Fear Associated with Innovations

This section discusses the inherent fear of innovation as an obstacle to adopting changes. Edquist
and Johnson (1996) emphasize how people sometimes perceive innovation as uncertain and
con�ict-ridden, also con�rmed by the empirical �ndings. The public sector representatives explain
that the uncertainty of if an innovation will succeed creates a fear among the procurement o�cers.
There is also a resistance among the case company representatives to spend time on solutions in
which the results are unknown. In addition, the empirical �ndings revealed that there can be an
aversion to sharing knowledge with competitors or the public sector, reasoned to be afraid of
someone stealing your idea. Chang (2014) refers to this as opportunistic actions where you take
advantage of privileged information, meaning information that was exchanged during the contract
period. However, the perception from the public sector representatives is that this rarely occurs,
and if it does, they try to isolate the competitors from one another to promote their willingness to
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share knowledge. Hence, one can draw a parallel between interaction and competition, as proposed
by Havenvid (2015). Although interaction can be a driver for innovation, the fear of exchanging
innovations is ever-so prevalent. Moreover, throughout the interviews, it was evident that the case
company representatives have to prioritize how they utilize their time. Thus, innovations and
development tend to get less attention if the individual is not interested or driven by an innovative
mindset. There is also a fear of not reaching the internal goals if deviating from the original project
plan. Similarly, the public sector representatives aim to ful�ll the needs of their organization
through procurement and are therefore hesitant to rely on innovations that they do not recognize.
Additionally, the procuring o�cers are seldom keen on including radical innovation and thus opt
for incremental innovation. Hence, it can be perceived as the procuring authorities are not
acquainted with radical innovations that can be procured from the contractors. This statement is
further con�rmed by the empirical study that sheds light on the fact that competence development
does not follow rapid societal changes. Consequently, there are several obstacles concerning the
inherent fear of innovation.

According to Ajzen (1991), the subjective norm can a�ect the employees' behavior, and Neves
(2011) adds to this perception by illuminating the vital role of in�uence from colleagues, leaders,
supervisors, and top management. The empirical �ndings shed light on the importance of the
individual drivers within the organizations, a fact that applies to both the public sector and case
company representatives. Seemingly, the individual drivers are not enough to give a �nal push and
promote taking a new approach. Hence, the analysis shows a necessity for more in�uence among
employees by showing good examples. In addition, it sheds light on the importance of susceptibility
for such among the employees. Thus, there is a need for internal incentives that are addressed to
minimize the inherent fear of the employees. Beyond the earlier mentioned fears, the empirical
�ndings disclose how the low margins within the construction sector a�ect the ability to take
chances within the case company. Thus, a single project is too sensitive to try something new as the
di�erence between pro�t and loss is slim. Therefore, there is a requisite to solve the economic
aspect of daring to work with innovations to encourage the employees to stop being afraid. The
same applies to the public sector, but this is due to reluctance to spend the tax money as they do
not want to waste money on an uncertain innovation.

6.3. Risks and Reluctance Associated with Innovations

This section aims to discuss how contractors can work with risk allocation, primarily the economic
risk, and combat reluctance associated with innovation. Thus, it can be perceived as the answer to
SRQ 2: How can contractors combat the problem of risk allocations associated with innovations within
procurement negotiation? Motawa et al. (2007) depict how the construction industry amounts to
uncertain future conditions, meaning that risks are continuously discussed within projects. In
agreement, it was evident from the empirical study that the case company has a risk-oriented
culture, and case company representatives repeatedly discussed the hindering factor of handling
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risk allocation within projects. Similarly, the public sector representatives do not want to be the
�rst to adopt innovations as the associated risk usually can be expensive. Loosemore (2015) declares
that there can be economic risks associated with integrating innovations which results in
contractors avoiding o�ering innovation. Relatedly, respondents from the public sector believe that
innovations are related to economic risk, con�rmed by case company respondents emphasizing that
they are reluctant to spend time on innovation if such is not requested or valued in the
procurement decision. Public sector representatives claim that they do not have the capital to pay
for uncertain solutions. However, Loosemore (2015) emphasizes that the market has to demand
and reward innovations in order to promote societal development. Thus, the public sector has a
responsibility to create an environment that welcomes innovations within the procurement
process. Considerable case company representatives illuminate the need for the public sector to take
their part in the risks to enable the contractors to suggest innovative solutions. The public sector
representatives agree with this, and the respondents are open to a negotiated risk allocation related
to speci�c procurements. On the other hand, the economic risks associated with innovation
obscure the need for innovation within the public sector. The allocation of tax money is rather
di�cult to change. Consequently, some economic risks will be allocated to the private sector,
which may lead to innovations being dependent on the party that takes upon the risks.

Hartmann (2006) believes that a problem with introducing innovation is not realizing the value of
innovation. Similarly, the empirical �ndings showcase that innovation is often individually driven
within the case company due to di�culties in time management and sometimes focusing on the
risks. As mentioned, the public sector representatives are hesitant to use tax money for innovation
due to the economic risk. To evade this issue, de Valence (2010) suggests using design-build
contracts that enable the contractors to build, own, and operate. The empirical �ndings revealed
similar suggestions, entailing to allocate risk and pro�t with the tenderers. Loosemore (2015)
emphasizes that companies within the construction sector are dependent on winning contracts,
and thus, they want to possess a competitive advantage. By allocating both risk and pro�t with the
tenderers, it can enable an openness from contractors as they gain a competitive edge by owning the
idea.

6.3.1. The Principal-Agent Theory

Chang (2014) sheds light on the fact that the principal seldom comprehends the agent's true
capability and willingness to put in adequate e�ort prior to conducting the contract. This
phenomenon draws parallels to the empirical �ndings, where the representatives from the public
sector expressed reluctance associated with the contractors' ability. However, the empirical study
revealed that when the tenderers are allowed to communicate alternative solutions, they are more
willing to submit a tender that includes innovative ideas. Seemingly, the reluctance concerning the
contractors' capability may be diminished if the procuring o�cers allowed for more
communication before conducting a procurement. According to the empirical �ndings, some
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o�cers opt for a dialogue with the contractors. However, the incentive to do so varies among the
procuring o�cers. Additionally, there is a certain fear associated with communicating with the
tenderers, even if it can be performed under regulation. Hence, this can explain why the procuring
o�cer may lack the knowledge regarding the e�orts the contractors are willing to put in.

Moreover, Chang (2014) states the parties may experience asymmetric information as they are not
fully aware of each other's intentions. As a result, the phenomenon called adverse selection occurs
as one party holds relevant information the other party lacks. Similarly, the empirical �ndings
indicated that the procuring o�cers are fearful of being deceived by the tenderer, therefore, they
opt for turnkey contracts where they de�ne the functions or the expected outcomes in a detailed
manner. Consequently, it could be speculated that the procuring authorities experience adverse
selection problems as a result of asymmetric information �ow. Hence, the empirical �nding
indicates that the o�cers may tend to procure less pro�tably to ensure that they are not being
deceived by the tenderers. The empirical �ndings revealed that the procuring o�cers lock the
procurement before procuring it as a way to avoid unnecessary risks. However, the case company
respondents argue that a speci�ed contract restricts the means to suggest new ideas as they will not
be considered in the procurement process. On the other hand, one must realize that the
asymmetric information �ow impacts the procuring o�cers’ incentive to include innovation
within the contract. Hence, one can suppose that the issue lies within a lack of proper
understanding of each other's capabilities and intentions. Hart and Holmström (1987) recommend
that obstacles of such nature can be solved by presenting a ray of various contracts that can make
the agent both comfortable to exchange information and willing to reveal the true capability.
However, this solution is dependent on the procuring authorities, and thus the contractors cannot
a�ect the incorporation of innovation. On the contrary, the empirical �ndings revealed that the
contractors are able to communicate with the procuring authorities prior to the release of the
contract. Therefore, a viable option would be to suggest alternative contracts to the o�cers and
thereby maintain transparency and avoid unauthorized direct procurement.

Furthermore, Chang (2014) states that the principal-agent theory advocates for an optimal
risk-sharing ratio. The mentioned ratio ought to be set at a level where the total surplus from the
transaction can be fully utilized under the constraints of participation and incentive compatibility.
The empirical �ndings revealed that risks are a barrier for both parties, and there are few guidelines
on how risks ought to be managed. Seemingly, the risk is often hurled at each other and seldom
shared among the parties. Thus, an optimal risk-sharing ratio would su�ce the need for risk
allocation. Additionally, the incentive compatibility among the tenderers has to be assessed as this
will ensure that the interests align well. However, Eisenhart (1989) claims that the principal-agent
theory does not assess the potential loss from contract breakup. Additionally, Chang (2014) states
that the agents may pursue compensation through opportunistic actions in the event of a canceled
contract. It is further stated that the theory considers that all risks yield similar outcomes, which

67



I. Amirthalingam, N. Kramer

may not be the case. It is important to realize that not all innovations have the same optimal
risk-sharing ratio. Thus, the risks ought to be evaluated separately and priced at di�erent levels in
accordance with the contracting parties. This act will need adequate resources, and therefore, an
incentive to share risks must be agreed upon prior to assessing them. Additionally, risks are prone to
modi�cations, and hence the contracting parties must have a proper ground to combat changes
that occur along with the project.

6.3.2. Relationship between the Construction Industry and the Public Authorities

The empirical study indicated that trust among the parties exists to varying degrees and, in some
cases, the level of trust is scarce. Trust is a reoccurring aspect of the literature. For instance, Macneil
(1980) developed relational contract theory, where trust is a pivotal part of a contract. The theory
emphasizes that contracts ought to include intricate aspects of interactions between the diverse
contracting organizations to enhance the stability of the relationship. Evidently, emphasis is put on
behavior norms such as integrity, �exibility, and contractual solidarity. However, the empirical
�ndings revealed that the relationship among the procuring authorities is on the discrete end of the
spectrum. Macneil (2001) states that relationships that are discrete, practice precise planning and
consent from both parties. Hence, the relationship is predominantly isolated from other factors
concerning the relationship of the involved parties. Additionally, the parties are not keen on
partnership or sharing the potential bene�ts and burdens. Thus, a shift towards a relationship
based on mutual friendship can create the means to uphold a long-term integration of additional
behaviors that will yield a stable and trusting relationship. Currently, the parties are reluctant to
communicate even though the LOU permits it. Hence, one can assume that the existing behavior
norms, based on discrete exchange, hinder the parties to come to a consensus that is mutually
bene�cial. However, the relationship may not bene�t from a completely relational exchange either,
as the public authorities must maintain some level of transparency and consent. Therefore, the
relational exchange must occur on the premise that all tenderers are treated in the same manner. In
light of this, the exchange may be closer to the relational end of the spectrum and may not
completely reach it due to juridical restrictions. Additionally, it may be challenging to maintain a
completely relational exchange as there are numerous parties involved. Thus, it would be bene�cial
to continue practicing planning and consent from both parties to ensure compliance with the
LOU.

Derived from empirical �ndings, one respondent shed light on co-location between the public and
private sectors. Co-location would enable the contracting parties to build trust as they share a
common location and can thereby create a more profound relationship. In addition, the empirical
�ndings emphasized that collaborations with the academy and private sector would enhance trust
and lead to further innovations. Seemingly, a need for trust is apparent, yet the incentive to do so is
hindered by fear and lack of knowledge about each other. However, the literature highlights that
relational norms are complemented by laws and regulations. Trebilcock and Jing Leng (2006) state
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that initial transactions are generally instigated through the support of the law as this can reinforce
a trusting relationship and establish long-term trading relationships. Hence, this supports the
argument of some respondents that emphasized that the LOU is essential as it regulates the
procurement process. Additionally, Milhaupt (1996) states that laws are particularly critical in
highly relational contexts that are distinguished by intricate and unde�ned obligations. This
argument further indicates that a relational exchange is not su�cient on its own as it is believed
that judicial enforcement of general legal principles is necessary to complete a contract. On the
other hand, Akerlof (1970) notes that a relational contract does not address the predicaments that
appear as a result of di�ering levels of knowledge and skill among the transacting parties. The
imbalance of knowledge may lead to questionable fairness within the contract, even if the parties
have negotiated thoroughly (Kimel, 2007). In line with this, the empirical �ndings indicated that
innovation procurement is seldom employed. Hence, it can be argued that this is due to procuring
o�cers who may suspect asymmetric information �ow, and thus opt for traditional procurements.
One can, therefore, presume that judicial enforcement is necessary, though a fundamental
relationship will enable the parties to gain trust and contractual solidarity.

6.4. Suggestions on Actions to Promote Innovations within the B2G channel

By drawing parallels between the literature with the empirical �ndings and analysis, this section
aims to present suggestions on actions that can help contractors realize innovations under the
regulations of LOU. The suggestions are primarily grounded within the previous headings and can
be interpreted as the answer to the MRQ: How can contractors employ innovations under the
regulations of LOU to contribute to climate neutrality within the B2G channel? The suggestions are
discussed under the following headings: Improving Knowledge Sharing and Interaction and
Innovation Funds.

6.4.1. Improving Knowledge Sharing and Interaction

Eriksson (2017) emphasizes the importance of increased knowledge sharing to promote long-term
innovations and short-term e�ciency. The empirical �ndings reveal a consensus regarding the need
for improved knowledge sharing internally and externally. In addition, a case company
representative believes in continuous knowledge-sharing, thus sharing knowledge during the
di�erent phases of procurements to enable receiving cognizance regarding the whole process.
Bygballe and Ingemansson (2011) also depict the necessity of external knowledge sharing to
increase innovations within construction. By interpreting both previous literature and the
empirical �ndings, there is a need to focus on improved knowledge sharing to promote innovation.
The perception is that there is a variation in the distribution of knowledge among construction
procurement o�cers, which can impact the outcomes of the procurement process (Varnäs et al.,
2009; Waara, 2007; Sporrong & Kadefors, 2014; Wihlborg & Laurell, 2012). In agreement, the
empirical �ndings disclosed the same perception within all groups of respondents, even among the
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public sector representatives. The case company representatives also discuss the need to improve
internal competencies to enable innovations. Consequently, there is a need to develop
competencies both within the public sector and at the case company, and knowledge sharing is a
way to do so.

The empirical �ndings indicated that the public sector often opts for competition when procuring.
However, Havenvid (2015) suggests collaborations and long relationships enable sustainable
innovation processes. Hence, one can assume that the public sector has to alter the mindset to
include more interaction instead of solely relying on competition among the tenderers if they want
to acquire more innovations. On the other hand, the public sector has evolved by including a
competitive dialog that encourages interaction and competition. However, these are seldom
employed, and Havenvid (2015) remarks that interaction in tandem with competition often
counteracts each outer. Incorporating interaction can pose a crucial step for the public and the
private sector. Such an act will allow cross-industry knowledge exchange to promote innovations
(Bygballe and Ingemansson, 2011). Additionally, the academy ought to be included in the
interaction as this will enable the sectors to be closer to novel ideas and societal development.
Through promoting interaction, DIs can be implemented on a larger scale. At the moment,
innovations are often incremental and applied within larger projects. However, through empirical
and literature studies, it is evident that requirements are increasing at a much faster pace, much due
to the impending goals concerning climate neutrality. DIs are perceived as a strategic tool due to the
potential market growth and the ability to gain competitive advantages (Leifer et al., 2000; Bessant
et al., 2005). To achieve DIs, Phillips et al. (2006) propose strategic dalliances, characterized by
non-committal relationships where the organizations can have adaptable ties with �rms and
suppliers while maintaining long-term strategic partnerships. Such partnerships optimize the
organization's possibilities of realizing ideas outside its core discipline. Thus, interaction through
partnerships allows the �rms to practice a more liberal approach when developing innovations.

6.4.1.1. Market Dialogue

Interaction can be conducted in the form of market dialogue, as indicated in the empirical study.
Dialogue of such nature will allow the parties to share knowledge while forming a relationship
beyond transactional matters. However, the empirical �ndings shed light on the reluctance toward
communications regarding innovative ideas. Seemingly, there is a sense of uncertainty associated
with sharing knowledge due to the fear of other actors claiming it. Hence, there is a need to
formalize long-term partnerships through framework and regulations. Such an act will enable the
parties to share knowledge with fewer hesitations. Additionally, a market dialogue can present the
means to commit to a long-term partnership as the parties have more understanding of each other's
intentions. Hart and Holmström (1987) shed light on asymmetric information �ow among the
parties that may lead to opportunistic actions. To counteract such occurrences, one can employ a
ray of various contracts that can make the agent both comfortable to exchange information and
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willing to reveal true capability. The contract is often dependent on the procuring authorities'
knowledge, and thus the contractors have limited in�uence. However, the contractors can leverage
market dialogue to propose alternative contracts to the o�cers and thereby maintain transparency
while avoiding unauthorized direct procurement. Furthermore, having a dialogue prior to the
procurement can pave the way for long-term planning as the procuring authorities obtain a holistic
idea of the contractors' true intentions and capabilities. Lastly, for market dialogue to be a viable
option, change must be welcomed by the procuring parties. Cao and McHugh (2015) state that
change is interconnected, and the result of one change can a�ect another domain. This
phenomenon was con�rmed through empirical study as well. Change needs to be considered as a
whole to be managed successfully. Thus, the need to integrate multiple strategies to cover a holistic
perspective of the change is evident. Market dialogue can be perceived as one of the strategies to
obtain a more signi�cant change within the construction industry.

6.4.2. Innovation Funds

Bygballe and Ingemansson (2011) discuss that the construction sector being a low-margin industry
explains why innovations lack focus. Similarly, the empirical �ndings reveal how case company
employees have to prioritize their time and that innovation often is deselected due to a slim time
frame or lack of capital. The public sector representatives are reluctant to use tax money for
innovations due to the uncertain outcome. The inherent fear for innovations is partly grounded in
a lack of understanding of bene�ts and long-term advantages for societal development. Instead, the
procurement o�cers and the contractors solely determine if the individual project or procurement
can bene�t from integrating innovative solutions. The suggestion is to have innovation funds to
promote innovation and prevent the mentioned problems. Speci�cally, the idea entails having
money intended for innovative solutions within projects. The innovation fund can combat the lack
of �nancial resources and foster an innovative mindset with long-term goals for the future.
Loosemore (2015) depicts how the economic risk associated with the integration of innovation
should be averted from the contractors to enable o�ering innovations. Innovation funds are a way
to take the risk within the organization but keep it from the project. Thus, the organization can
have long-term bene�ts from the innovative solutions to achieve a competitive advantage within
the market and continue the work towards a climate-neutral construction sector in 2045. The
empirical study emphasized the bene�t should be in relation to the risk allocation. Relatedly,
Chang (2014) proposes a risk-sharing ratio under constraints of participation and incentive
compatibility. Thus, innovation funds can �nance the innovation and help in risk allocation since
none of the involved parties has to take the economic risk as the innovation funds cover the
potential risks.
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7. Conclusion

In this section, the overall implications of the study are concluded to motivate how the purpose of
the master’s thesis is ful�lled. The purpose of this study was to examine how approaches and
frameworks within the �eld of innovation can be employed to promote innovations that
contribute to climate neutrality within the construction sector. This section is divided into the
following subheadings: Theoretical Contribution, Managerial Implications, Study Limitations and
Future Research.

7.1. Theoretical Contribution

The empirical �ndings derived from this study add to the literature on innovation within Slow
Processes, Construction Innovation, and Contract Theory. The study presents a profound
understanding of which climate neutrality plays a vital role in the introduction of novel ideas
within the construction sector, which further in�uences the adoption of innovations. On the
account of the �ndings, the study makes several theoretical contributions to the literature. The
empirical �ndings con�rm that innovations are the result of intricate interaction among a ray of
entities and actors. The study emphasizes that successful innovations are seldom a byproduct but
an intentional one. However, the literature fails to stress the importance of involving innovation
within slow and incumbent organizations. The priority does not only reside in creating new
markets but also ensures that slow processes are at par with societal development. Through
considering how innovations within the construction industry a�ect societal development and the
environment, it was assured that technology is utilized to bene�t humanity, the environment and
society to con�rm ethical principles. Moreover, the study a�rms that there is a need for increased
interaction among the procuring parties. However, the empirical �ndings in this study also shed
light on the fact that competition in tandem with interaction is a viable strategy, although it is not
fully matured yet.

The literature depicts a perspective where the authorities have the mandate to accommodate
change. However, the �ndings indicate that the private sector can ignite change given the proper
knowledge and conditions. The suggestions add to the literature by emphasizing how innovations
can be integrated alongside the LOU. More speci�cally, it focuses on how the private sector can
drive innovations. As a way to improve technology, innovations that contribute to climate
neutrality were the focus of the study. By doing so, the study can contribute knowledge regarding
how to reach the goal of climate neutrality within the construction sector. The �ndings further
expand the literature regarding risk allocation. Evidently, the risks are not equally distributed, and
the literature regarding risks associated with innovation is scarce. The �ndings contribute to the
knowledge that the LOU is inadequately understood, and hence additional risks are employed to
compensate. Thus, the �ndings propose a unique risk-sharing ratio for every project to promote
innovations.
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The empirical �ndings con�rm that the procurement contracts are incomplete. However, the
�ndings contribute to the literature by showcasing that contracts are seldom complete and
maintain some degree of trade-o� to satisfy all involved parties. The contracts written under the
LOU have to follow rules and regulations, which may lead the o�cers to become unable to
prioritize certain matters. Moreover, the �ndings highlight the need for additional knowledge
within the private and the public sector. On the contrary, it con�rms that adequate knowledge
regarding procurement allows for dialogues that can initiate innovations. However, as the
knowledge regarding innovations and the procurement process is scarce, novel ideas are overlooked
due to fear of the unknown. The mentioned revelation adds to the literature by stating that it is fear
that inhibits innovation, and thus an increased awareness may diminish that fear.

7.2. Managerial Implications

During the master’s thesis, the authors were careful to consider that every reader of the master’s
thesis has di�erent degrees of knowledge regarding the subject. Thus, some concepts and
de�nitions were described to ensure that everyone can read and utilize the material to consider an
ethical approach. Doing so was of utmost importance to ensure that practitioners within the
construction industry, or other industries facing the same challenges, are able to partake of valuable
insights from the study. The managerial implications, based on the MRQ, are presented to provide
information regarding what should be done, derived from the empirical �ndings and the literature
of this thesis. The implications are divided into three paragraphs, visualized in Figure 5; the �rst is
regarding the organizational culture, the second is concerning the activities within the organization,
partly in connection to the public procurement process, and the third is a more practical suggestion
to handle risk allocation.

Figure 5. A visualization of the managerial implications of the study
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Firstly, there is an apparent need to consider a united attitude shift towards adopting changes and
primarily involving an innovative mindset throughout the organization. The �ndings from the
study shed light on the incentive from the management to work towards fundamental changes.
Therefore, change management ought to be considered to succeed with an attitude shift towards
sustainable transformation. Change management entails contemplating how climate-neutral
innovations a�ect the employees’ work processes while bene�ting societal development. The
literature and the empirical �ndings shed light on how processes are slow within the construction
sector. Hence, the use of change management can enable the willingness to adopt changes within
the organization. Furthermore, it is advantageous to use a united approach to ensure that all
employees are included in the upcoming attitude shift. Innovation is currently driven by
individuals, and thus a uniform shift is necessary to ensure a sustainable transformation. Moreover,
the attitude towards innovation must change to a necessity instead of a mere commodity. There is a
need to illuminate the requirement for innovation and ensure that the employees are inclined to
seek innovative solutions in day-to-day work. To do so, the management must strive to include
innovative solutions within the planning and budget, and thus allowing for more leeway.
Additionally, the accumulated projects are recommended to be seen holistically, instead of as
separated entities, to avoid problems due to low margins originating within individual projects.
Hence, there should be an allowance for some projects to not reach pro�t if they contribute with
valuable knowledge, for example, through innovations.

Secondly, the implication indicates an improvement of knowledge-sharing to promote innovation
and contribute to the work towards a climate-neutral construction sector. Knowledge sharing is
scarce across the organization, and therefore there is a need for organized knowledge-sharing
activities. The organization must practice knowledge-sharing activities both internally and
externally to increase cognizance. By re�ning such activities, the organization can contribute to
improving technology by promoting innovations within the construction sector. Interaction is
suggested to create a cross-industry knowledge exchange to foster innovation. In addition, increased
use of market dialogue is proposed to assemble long-term partnerships and continuously develop
the relationship between the private, public, and academic sectors. However, a market dialogue
process must be developed to present it as a viable option. Hence, there is a need for a framework
that encapsulates market dialogue. A framework can ensure that the actors share knowledge
without hesitation.

Thirdly, the implications advocate for the use of innovation funds to minimize the problems of risk
allocation concerning innovative solutions. The funds are essentially capital intended for
innovations and can compensate for not having the economic means for innovations due to low
margins within projects in the construction sector. In turn, this can lead to fewer uncertainties
concerning the implementation of innovation. Innovation funds, together with an optimal
risk-sharing ratio, can also combat the prioritizing problem within the organization, where
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innovations are currently overlooked due to a lack of time and �nancial resources. The importance
lies in having capital allocated for innovation to solve the problem of lack of resources. However,
for the implementation to be successful, applying for and receiving funds must be e�ortless to
ensure that the process is not troublesome.

7.3. Study Limitations and Future Research

For this master’s thesis, an embedded single case study was chosen, partly with reason to the
constrained time frame. The time constraints also impacted the span of literature areas to ensure
that a thorough review could be conducted over the selected area. To combat this problem, the
authors conducted a prestudy to gain insights and enhance the quality of the problem formulation.
Thereby, the scope was minimized to assure that a grounded analysis could serve as a foundation
for the study's conclusions.

The respondents for the empirical study were divided into four categories, where the case company
representatives constituted three categories, and the public sector representatives constituted one
category. The reason for this was the number of respondents and that the problem originated from
the case company perspective. The public sector’s perspective was to be considered as a constant
denominator. However, a limitation is that the constrained time frame only enabled 20
respondents to participate in the empirical study, meaning that there were between four to six
respondents within each category. It would have been advantageous to include more respondents
within all the categories to enhance the quality of the study.

As previously mentioned, the public sector perspective has been considered a constant
denominator in this study. However, the �ndings have shed light on multiple areas of improvement
that could be done within the public sector within the procurement processes to promote
innovations within the construction sector. Therefore, it would be valuable to conduct a similar
study initiated within the public sector instead as a suggestion for future research. In addition, it
would be of use to investigate how the process of including innovations is followed up in
organizations within the construction sector. By doing an even more in-depth analysis within the
current processes and preferably smaller parts of the organization at a time, one could contribute
with more speci�c approaches to improve the innovation work. Moreover, the study indicates a
need for systematic approaches, within the construction industry, regarding how to create
partnerships and long-term relationships. Thus, there is a potential to conduct future research
within this area to contribute.
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Appendix A: Interview Template - Public Sector Representatives

Intervjufrågor
Fråga om vi får spela in

● Berätta lite kort och dig själv och din roll
● Hur ser du på o�entliga upphandlingsprocesserna inom samhällsutvecklingssektorn?

○ Fördelar
○ Nackdelar

● Hur ser du på behovet av innovation inom samhällsutvecklingssektorn?
● Hur ser du på innovationer inom samhällsutvecklingssektorn?

○ Vilka problem �nns det?
○ Vilka möjligheter �nns det?

● Hur skapar ni eller söker efter innovationer?
○ Innovationsprocesser?
○ Arbetssätt?
○ Efterfrågar?
○ Varför? Drivkraft?

● Hur påverkar LOU utformningen av kontrakten under upphandlingsprocessen?
● Är det möjligt under LOU, i praktiken, att skapa långsiktiga samarbeten?

○ Isåfall hur?
○ Är det något annat som förhindrar möjligheten för långsiktiga samarbeten?

● Hur ser man på riskfördelningen? Vem ska ta den �nansiella risken för att våga integrera
innovativa lösningar? (Byggentreprenör eller uppdragsgivaren)

● Hur kompetensutvecklar man upphandlingsenheter när samhället förändras?
○ T.ex. LOU förändras ( nya aspekter som LCA inkluderas, eller liknande)

● Hur säkerställer man upphandlingsprocesser?
○ Ramverk?
○ Utvärderingar?
○ Annat?
○ Kompetenser? Vilka personer ska va på plats?

● Hur anpassar sig LOU till samhällsutvecklingen som just nu drivs av ett ökat
hållbarhetsfokus?

● Har du något förslag på hur samhällsutvecklingssektorn skulle kunna bli mer innovativ?
○ Vilka är de avgörande faktorerna tror du?
○ Nya samarbetsformer?

Avslut:

● Har du förslag på någon mer person vi kan intervjua? Som gärna har en annan roll än dig
och kan bidra med ett annat perspektiv.

1
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Appendix B: Interview Template - Case Company Representatives

Intervjufrågor
Fråga om vi får spela in

● Berätta lite kort om dig själv och din roll
● Hur har du kommit i kontakt med LOU?
● Hur ser du på o�entliga upphandlingsprocesserna inom samhällsutvecklingssektorn?

○ Fördelar
○ Nackdelar

● Hur ser du på behovet av innovation inom samhällsutvecklingssektorn?
● Hur ser du på innovationer inom samhällsutvecklingssektorn?

○ Vilka problem �nns det?
○ Vilka möjligheter �nns det?

● Hur skapar ni eller söker efter innovationer?
○ Innovationsprocesser?
○ Arbetssätt?
○ Efterfrågar?
○ Varför? Drivkraft?

● Är det möjligt under LOU, i praktiken, att skapa långsiktiga samarbeten?
○ Isåfall hur?
○ Är det något annat som förhindrar möjligheten för långsiktiga samarbeten?

● Hur ser man på riskfördelningen? Vem ska ta den �nansiella risken för att våga integrera
innovativa lösningar? (Byggentreprenör eller uppdragsgivaren)

● Hur kompetensutvecklar man internt när samhället förändras?
● Är innovationer individkopplat?
● Hur arbetar ni med kunskapsöverföring mellan olika projekt?
● Hur anpassar sig LOU till samhällsutvecklingen som just nu drivs av ett ökat

hållbarhetsfokus?
● Har du något förslag på hur samhällsutvecklingssektorn skulle kunna bli mer innovativ?

○ Vilka är de avgörande faktorerna tror du?
○ Nya samarbetsformer?

Avslut:
● Har du förslag på någon mer person vi kan intervjua? Som gärna har en annan roll än dig

och kan bidra med ett annat perspektiv.
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