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Abstract 

This thesis is about the efforts made by the Transport Administration in order to improve the productivity 

within the Swedish civil engineering industry and it also discusses what can be done differently in the 

future. The focus areas in the thesis are how the Transport Administration has worked with a more 

extensive use of turnkey contracts together with the authority’s measures taken in order to improve the 

competition. Both these measures have been taken with the aim of improving the productivity within the 

industry. 

In order to address the research problem primary data collected from 11 interviews with experienced 

representatives have been used as the empirical foundation. 

The data used in this thesis showed that many of the Transport Administration’s measures have in general 

been successful but that some areas still need improvements. 

The most important recommendations from the study are summarized below:  

More degrees of freedom are needed in the turnkey contracts to fully utilize the contractors’ competence and to 

get a more optimal risk distribution between the contractor and the client.  

Avoid including a responsibility for maintenance and operations in the turnkey contracts. This is because an inclusion 

might lead to severe negative consequences for the intensity of competition. 

Compensate contractors when bidding is unusual expensive. This in order to reach as many bids as possible per 

procurement which leads to a more intense competition. 

Select contractor not only on the basis of the lowest quoted price. This is needed in order to reach a high quality in the 

projects as well as for developing the industry. 

Translate more project documents to English and assign more people working with attracting foreign contractors.  The 

reason for this is to attract more foreign actors to the Swedish market. 
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Sammanfattning 

Denna uppsats handlar om de ansträngningar som Trafikverket har gjort för att förbättra produktiviteten 

inom den svenska anläggningsbranschen och diskuterar även vad som kan förbättras i framtiden. Fokus i 

denna uppsats har varit på Trafikverkets satsning på totalentreprenader tillsammans med åtgärder som 

tagits för att främja konkurrensen 

För att adressera forskningsproblematiken så samlades data in från intervjuer med 11 erfarna 

representanter från branschen och dessa data har sedan legat till grund för det empiriska ramverket. 

Datat som är använts i studien har visat att många av Trafikverkets åtgärder har generellt sett varit 

framgångsrika, men att det finns fortfarande områden där förbättringar kan ske.  

De viktigaste rekommendationerna från studien är: 

Fler frihetsgrader behövs i totalentreprenaderna för att kunna utnyttja entreprenörernas kompetenser och för att 

få till en mer optimal riskfördelning mellan entreprenören och beställaren. 

Undvik att inkludera ett ansvar for drift och underhåll i totalentreprenader. Detta eftersom ett inkluderande av drift 

och underhåll kan leda till en lägre konkurrens på markanden. 

Utbetala kompensation när anbudskostnaderna är ovanligt höga. Detta för att få så många anbud som möjligt per 

projekt vilket leder till en högre konkurrens.  

Välj entreprenörer inte enbart baserat på lägsta priset. Detta är nödvändigt för att kunna nå en hög kvalitet samt 

för att kunna utveckla branschen.  

Översätt fler projektdokument till engelska och anställ fler personer som arbetar med att attrahera utländska entreprenörer. 

Anledningen till detta är för att kunna attrahera fler utländska entreprenörer till den svenska markanden. 
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Concepts and abbreviations 

Concepts 

Turnkey contracting – A contracting form where the contractor is responsible for the design as well as for 

the construction work. 

General contracting – A contracting form where the contractor is responsible for the construction work, 

but where the client is responsible for the design. 

Abbreviations 

BIM - Building Information Modeling 

CE - Civil Engineering 

EUT - Expected Utility Theory 

GDP - Gross Domestic Product 

LCC - Life Cycle Cost 

LOU – Lagen Om Offentlig Upphandling, Swedish for Public Procurement Act 

M&O - Maintenance and Operation 

OECD - Organization for Economic Co-Operation and Development  

 

 



 
 

 

Table of contents 

ABSTRACT .................................................................................................................................................. III 

SAMMANFATTNING ................................................................................................................................. IV 

PREFACE ...................................................................................................................................................... V 

CONCEPTS AND ABBREVIATIONS ........................................................................................................ VI 

1 INTRODUCTION....................................................................................................................................... 1 

1.1 BACKGROUND......................................................................................................................................................................... 1 

1.2 PROBLEM DISCUSSION ........................................................................................................................................................... 2 

1.3 PURPOSE ................................................................................................................................................................................... 2 

1.4 LIMITATIONS ........................................................................................................................................................................... 2 

1.5 THESIS STRUCTURE ................................................................................................................................................................ 3 

2 METHOD .................................................................................................................................................... 4 

2.1 SCIENTIFIC APPROACH .......................................................................................................................................................... 4 

2.2 LITERATURE REVIEW AND THEORETICAL FRAMEWORK ................................................................................................. 5 

2.3 SAMPLING ................................................................................................................................................................................ 5 

2.4 INTERVIEW .............................................................................................................................................................................. 6 

2.5 INTERVIEW STRUCTURE ........................................................................................................................................................ 7 

2.6 METHOD CRITICISM ............................................................................................................................................................... 7 

3 LITERATURE REVIEW AND THEORETICAL FRAMEWORK ........................................................... 9 

3.1 LITERATURE REVIEW ............................................................................................................................................................. 9 

3.2 THE ACTORS ............................................................................................................................................................................ 9 

3.3 PRODUCTIVITY ...................................................................................................................................................................... 13 

3.4 RISK AND RISK MANAGEMENT ........................................................................................................................................... 14 

3.5 CONTRACTING FORMS ......................................................................................................................................................... 16 

3.6 DECISION MAKING AND THE RISK ADVERSE NATURE OF HUMANS ............................................................................ 20 

3.7 PORTER FIVE FORCES .......................................................................................................................................................... 22 

4 FINDINGS................................................................................................................................................. 24 

4.1 TURNKEY CONTRACTS ......................................................................................................................................................... 24 

4.2 THE COMPETITION ON THE MARKET ............................................................................................................................... 27 

5 ANALYSIS ................................................................................................................................................. 33 

5.1 TURNKEY CONTRACTS ......................................................................................................................................................... 33 

5.2 COMPETITION ON THE MARKET ........................................................................................................................................ 36 

6 CONCLUSIONS ........................................................................................................................................ 40 

6.1 CONCLUSIONS AND RECOMMENDATIONS ....................................................................................................................... 40 

6.2 LIMITATIONS AND SUGGESTIONS FOR FURTHER RESEARCH ....................................................................................... 41 

BIBLIOGRAPHY ......................................................................................................................................... 43 

APPENDICES .............................................................................................................................................. 46 

APPENIX A PARTICIPATING COMPANIES ...................................................................................... A-1 

APPENIX B INTERVIEW GUIDES ...................................................................................................... B-1 



 
 

1 
 

1 Introduction 
 

. 

The purpose with this chapter is to introduce the research area and the research question. The chapter contains an 

introduction of the topic, the problem discussion, the purpose of the study, limitations and the structure of the thesis. 

. 

1.1 Background 

The productivity1 in the Swedish civil engineering industry (CE-industry)2 has for a long time been an area 

for debate, and compared to other industries the CE-industry has shown a weak productivity development 

(Office of Public Management, 2010; Produktivitetskommittén, 2012). The actual numbers for 

productivity is another area of debate due to ambiguousness regarding how to define productivity in the 

industry, but  from literature it can be concluded that the productivity development has not been 

satisfying (Office of Public Management, 2010; Lind & Song, 2012).  

The CE-industry is estimated to be worth 90 billion SEK annually which is 3% of the Swedish GDP3 

which makes the industry one of the most important industries in Sweden (Swedish Construction 

Federation, 2012). Because of the great importance of the indutry for Sweden’s wealth, it is not desiriable 

with a weak productivity development in the industry.   

Out of the 90 billion SEK, the Swedish Transport Administration (Trafikverket) procures services and 

products for around 35 billion SEK which makes them the largest and most important client in the 

market (Trafikanalys, 2012; Produktivitetskommittén, 2012). 

Due to the fact that the Transport Administration is a government authority their objectives are different 

from the objectives of commericial clients. Normally, a commercial client’s only objective is in the long 

run4 to generate a financial gain in relation to the risks taken, but for the Transportation Administration 

the objectives are both to be efficient with the tax money that they are using as well as developing the 

enitire industry which is seen as socioeconomically important (The Transport Administration, 2012). That 

governmental authorities try to act as role models in their industries is not unsual and research shows 

many sucessful cases of this (Edler & Georghiou, 2007). In the case of the Transport Administration the 

goverence letter from the Government to the Transport Administration for 2012 stated the following as 

the number one objective for the authority: 

“The Transport Administration shall account for the actions taken for measuring and increase the 

productivity in the CE-industry as well as how to enhance the market efficiency” (The Ministry of 

Enterprise, 2011). 

This means that the Transport Administration shall aim to improve the productivity within the industry as 

well as improving the competition on the market which also in the end leads to higher productivity. It is 

important that both productivity and competiton are improved and to understand why it is relavant to 

consider a situation where the productivity is high but the compettion is low. In this situation the 

productivity enhancements will only benefit the contractors (in terms of higher margins) and not the 

                                                      
1 Defined as the ratio between production output and production input.  
2 The definition of the industry is the definition by Sweden Statistics which means construction, operation and 
maintenance of roads, streets, bridges, tunnels, railroads, airports, harbors, irrigation systems, sewage systems, 
industrial plants, pipe lines, electric mains, sport facilities and other similar artifacts (Trafikanalys, 2012).    
3 Gross Domestic Product 
4 There might by other objectives in the short run, such as gaining market shares and developing new technology but 
those objectives are then based on a desire for financial gains in the long run.   
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clients in terms of lower prices. For the society it is therefore desirable that both competiton and 

productivity is improved and those two concepts are the focus for this study.   

It should be noted that these two concepts are interrelated since competition usually drives productivity. 

The reason for this is that firms in a low-competiton environment have no incentives to actually improve 

their own processes (Harrison, 1994; Pilat, 1996; Gort & Sung, 2007). 

1.2 Problem discussion  

A major objective for the Transport Administration is to increase the productivity within the entire CE-

industry and this refers to all parties in the industry; consultants, clients and contractors. There are several 

ways in which the productivity can be enhanced in the CE-industry, for example the use of BIM5, a more 

industrialized production, how to procure projects. Even though there are many alternative ways, the 

optimal solution is to combine them, which means that there is no single solution that automatically will 

lead to higher productivity.  

When examining the efforts made by the Transport Administration over the last year it becomes clear that 

especially two areas have been important in order to reach the objective about an increased productivity; 

the use of turnkey contracts6 and the efforts made to increase the competition. How the use of turnkey 

contracts can enhance productivity is not obvious, but a central idea is that turnkey contracts result in a 

better utilization of the competence within the industry. 

It is known that competition generally drives productivity, but it is interesting to investigate if the 

Transport Administration’s efforts have actually led to an increased competition and a better productivity. 

One of the main focuses when improving the competition has for the authority been to attract foreign 

actors.  

All this together leads up to the research question: 

Have the Transport Administration’s efforts with using turnkey contracts and efforts to improve competition been successful 

in terms of enhanced productivity and what can be done differently in the future?    

To some extend this question can be seen as two-folded. Firstly, whether the action made by the 

Transport Administration actually have led to a better productivity and secondly what can be done 

differently in the future. 

1.3 Purpose 

The purpose with this thesis is to investigate whether the efforts made by the Transport Administration 

have resulted in higher productivity and what can be done differently in the future in order to enhance the 

productivity. The underlying aim for me as the author is a desire to develop and improve the industry in 

order to make it socioeconomic efficient. 

1.4 Limitations 

The geographical limitation for this thesis is Sweden because the focus market is the entire Swedish 

market and not just a regional market. When analyzing the industry two different actors have been 

examined, the clients and the contractors. The clients in this thesis are limited to one, the Transportation 

Administration due to the nature of the research question. Another limitation in this study is what 

productivity definition that is used. Since there are no accurate measurements of productivity in the 

                                                      
5 Building Information Modeling 
6 The goal is that 50% of the Transport Administration’s projects with values between 25 mSEK and 500 mSEK 
should be procured as turnkey contracts (Produktivitetskommittén, 2012). 
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industry the productivity definition used in this thesis is the productivity perceived by the actors in the 

industry.  

1.5 Thesis structure 

The main objective with the structure of the thesis is to guide the reader through the different chapters in 
this thesis.  
 
Chapter 1. Introduction. The chapter above.  
 
Chapter 2.  Method. This chapter is about the methods and motivations used for the research and empirical 
study.   
 
Chapter 3. Literature review and theoretical framework. This chapter examines previous literature and the 
theoretical foundation in the area is described.  
 
Chapter 4. Findings. This chapter describes the findings from the interviews conducted and also the 
secondary data.  
 
Chapter 5. Analysis. This chapter analysis the findings.  
 
Chapter 6. Conclusions. This chapter includes the conclusions from the research conducted and suggestions 
for further research.  
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2 Method 
 

 

The purpose of this chapter is to give the reader an understanding for the research approach used and each sections of the 

chapter includes more detailed explanations regarding literature review, theoretical framework, sampling and the empirical 

collection (i.e. the interviews). The chapter ends with the section about method criticism.  

j 

2.1 Scientific Approach 

The work started with discussing and deciding a relevant research area together with my supervisor. After 

this a literature study was conducted to find relevant theories and previous studies in the area as well as 

finding out if a research gap existed. With the perceived research gap in mind, a collection of empirical 

data was conducted.  

In the choice between a quantitative and qualitative research approach7 the choice was easy due to the 

data available. There are mainly four factors that make a quantitative approach inappropriate:  

 The definition of productivity in the CE-industry that has been a field of debate in itself (Lind & 

Song, 2012; National Audit Office, 2012). 

  The fact that turnkey contracts historically have not been extensively used in the industry 

(Produktivitetskommittén, 2012). 

 The Transport Administration’s follow up of their own projects that has been criticized by the 

National Audit Office (Riksrevisionen) which makes the numbers fairly unreliable (National Audit 

Office, 2012). 

 Low market share for foreign contractors. Even though the share has increased it is still low and 

the usage of historical data when the market share was even lower would be inappropriate.  

These factors together imply that results from a regression that tries to decide the productivity as a 

function of for example contracting form and the foreign actors on the Swedish market would be highly 

questionable. It is very important to note that a quantitative research approach probably would have been 

the best in order to understand how different variables affect productivity, but since there are no accurate 

measurements for productivity that approach becomes unviable. As a consequence of the lack of accurate 

numbers this study have been focusing on the perceived productivity instead on the measured 

productivity (see 1.4 Limitations). 

When analyzing the perceived productivity a qualitative approach was regarded as the most suited 

approach. The reason for this is that a qualitative approach enables for interpretations of individuals 

thoughts and ideas which is not possible when using a quantitative approach. To capture the perceptions 

from the industry interviews have been used as the primary source for empirical data (Bryman & Bell, 

2011). 

The primary data from interviews is complemented with secondary data from reports, books and articles 

in order to contribute to the existing research within the field. An important difference between qualitative 

and quantitative approaches that affects the method is when the analysis takes place, and in a quantitative 

approach the collection of data precedes the analysis while in the qualitative approach the collection and 

analysis are made simultaneously and thereby new findings are made along the way (Bryman & Bell, 2011). 

                                                      
7 It should here be noted that the approach followed is not entirely qualitative, but that the approach followed is 
more qualitative than quantitative. 
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The primary data in this thesis consists of data collected from semi-structured interviews. The reason why 

this approach has been chosen is that the semi-structured approach allows for both flexibility and 

structure. If nothing unexpected happens during the interview the interviewer can just follow the 

interview guide prepared but the interviewer is also able to switch focus to unexpected issues that might 

emerge during the session (Johannessen & Tufte, 2003). Since interviews are used as the primary source 

for empirical data it can be said that both a hermeneutic and  an inductive approach is followed because 

the interviews are interpreted and that the aim is to extract theory from the empirics emerging from the 

interviews (Bryman & Bell, 2011). 

The interviews within the frames of this thesis have all been made face-to-face except two interviews 

because of a long distance. The respondents have all been employees in senior position with the authority 

to take decisions in issues of relevant strategic character.  

2.2 Literature review and theoretical framework 

The purpose of the literature review is to describe and objectively report the current knowledge on a topic 

and articles that consist of just a literature review are relatively common in journals. In this thesis the 

purpose is to examine what is known in the field and to find a potential research gap that needs to be 

filled (Green, Johnson, & Adamas, 2006). 

The theoretical framework is used both as a foundation when analyzing and discussing the findings. The 

theoretical framework in this thesis is focused around contracting forms and around the competition 

within industries. The selection of contracting form is related to the perception and appetite for risk, and 

therefore sections about risk and risk management are also included. To be able to analyze the competitive 

situation within the industry and potential barriers that prevent foreign actors from entering the Swedish 

market the five force model presented by Porter serves as the theoretical foundation. 

For theories regarding risk, risk management, risk perception and competition international articles written 

in English have been used because these areas can be considered to be independent of country. 

For literature regarding contracting forms on the Swedish market, literature written in Swedish has been 

used so that there would be no differences in the terms and terminology used by me and the respondents.  

2.3 Sampling  

The chosen sampling method used for selecting the respondents has been non-probability purposive 

sampling where the researcher tries to choose respondents that the researcher believes will bring the 

research forward. The advantage with this approach, assuming that the sample chosen is representative for 

the entire population, is that the process is less time consuming than interviewing a statistically unbiased 

selection which would require a larger sample (Lucas, 2012). Taking the low number of foreign 

contractors in Sweden as well as the consolidation of the industry in account, 6-8 contractors together 

with the focus client the Transport Administration were seen as sufficient to get a representative sample. 

Totally ten contractors were contacted and finally nine were interviewed.  

The contractors were selected mainly based on the size of their sales to the Transport Administration and 

the four Swedish contractors interviewed were the four largest suppliers to the Transport Administration 

in 2011. The five foreign actors interviewed were among the largest foreign suppliers to the Transport 

Administration during 2011. The selected contractors’ total share of all procurements made by the 

Transport Administration is over 60%, so it can be argued that the sample chosen can be representative 

for the overall market. The reason why both contractors and the Transport Administration are included in 

the sample is because it is highly relevant to investigate how the efforts made by the Transport 

Administration are perceived within the industry (Produktivitetskommittén, 2012). 
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The foreign contractors have not been selected only depending on size but also on factors such as how 

long they have been in Sweden as well as their nationality. This has been done to get a broader perspective 

on foreign actors on the Swedish market.  

All of the contractors chosen were of substantial size which implies that they have in-house resources 

which makes it possible for them to undertake turnkey projects where the contractor is responsible for 

both the design and the actual construction. However, the amount of in-house resources varies and 

almost all companies do occasionally hire external consultants for complex problems.  

Ten out of twelve8 interviewed persons have spent most of their entire careers within the construction 

industry, and many of them have spent most of the time at various contractors. It is also interesting to 

note the single most common career path among the respondents has been to start with various tasks at a 

construction site and then after a while get more and more qualified assignments. This fact has also 

affected this thesis meaning that most of the representatives have been between 45-55 years old with some 

exceptions in both directions. 

One respondent from each organization was considered to be enough except from the Transport 

Administration were two respondents were interviewed. The reason why two respondents were 

interviewed from the Transport Administration is because they had knowledge in different areas. 

Taking the large size of the contractors and the Transport Administration into consideration it is difficult 

to capture the opinions from the entire organization by just interviewing one or two representatives from 

the organization. However, there is no need of capturing the opinions from specific organizations, and by 

interviewing 12 representatives with ample experiences from the industry it is likely that the opinions 

raised are representative for the industry rather than for specific organizations.   

All interviewed companies can be found in Appendix A, Participating companies together with the interview 

guides in Appendix B, Interview guides. 

2.4 Interview  

The use of semi-structured interviews is suitable in several ways in this thesis. The most obvious 

advantage with the semi-structured approach is that it allows for flexibility meaning that it is possible to 

change focus during the interviews depending on answers from the respondents. Another advantage with 

the interview approach is that the questions may change from the first interview because of the insights 

the interviewer gets during the sessions (Johannessen & Tufte, 2003) . 

Two other approaches that would have been possible to use in this thesis are the case approach and/or 

the use of surveys. Both of these methods have severe pitfalls which makes them inappropriate for this 

research question. A case in this thesis would have been to study specific projects but through specific 

projects. It would then be very hard to analyze whether one contracting form generally is considered to be 

more productive or to analyze foreign contractors’ opinion about the Swedish market. In comparison to 

the case approach surveys would have been more useful but it has also some severe pitfalls (Johannessen 

& Tufte, 2003). 

There are primary two reasons why surveys have not been in use for this thesis. The first one is that 

questions in a survey have to be the final questions since there is no realistic opportunity to redo the entire 

survey based on the answers generated through the survey. This is a clear advantage in favor for 

interviews because the questions might be modified throughout the interview series. The second reason is 

that surveys normally are characterized by a low response rate and since the number of big contractors in 

                                                      
8 For one company two representatives participated during the interview. 
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Sweden is low, a low response rate would severely affect the generalizability of the study (Johannessen & 

Tufte, 2003). 

2.5 Interview structure 

In this thesis four different interview guides have been used, two different for the respondents at the 

Transport Administration based on their role in the organization, one for domestic contractors and one 

for foreign contractors. The questions have all been formulated based on the research question but you 

can see a difference on the interview guides depending on the respondents characteristic and all the 

interview guides can be found in Appendix B, Interview guides. Above the possibility to modify and change 

the questions was discussed and the final version of the interview guides in Appendix B, Interview guides. The 

final questions differ slightly from the interview guides that were used for the first respondents and some 

more questions about turnkey contracts were asked in the later interviews than in the first interviews.  

The optimal place for the interviews would have been in the respondents’ offices to make them 

comfortable and to get a face-to-face interaction, and that was also the intention but two of the 

respondents had their offices in remote parts of Sweden which caused telephone interviews to be 

necessary. A third respondent was based far from Stockholm but instead of a telephone interview the 

interview took place during an event where he participated.   

Before the meetings, e-mails with information about the study as well as the interview guide were sent to 

the respondents. To send out the interview guide before the interview might adversely affect the 

spontaneity from the respondents, but the intention with the research is to get the organizations’ general 

opinion and not the opinions of individual employees. With this in mind it can be argued that the 

potential loss of spontaneity is seen as minor drawback in comparison to the advantages of prepared 

respondents.  

One problem with interviews is the respondent’s time constraints, and to be able to get all the interviews 

necessary for the thesis only one hour was booked per interview. To have limited time to perform 

interviews is not optimal but all interview guides were tested before the sessions and during the interviews 

the booked time showed to be to sufficient.  

All interviews, except for the telephone interviews by practical reasons and one in-the-office interview 

because the respondent refused, were recorded to make sure that all information from the interviews were 

captured. The recording made it easier for me as the interviewer to focus on the answers and to be able to 

come up with relevant follow-up questions. After the interviews all material were transcribed to later on 

serve as the base for the findings, analysis and conclusions chapters.  

Except for the Transport Administration which is the only client all contractors are anonymized. This was 

a request from several contractors because the opinions in some sense can be seen as a part of their 

business strategy. Another reason is that the anonymization probably makes them answer the questions in 

a more open and honest way which implies that the anonymization is both a result of an effort to answer 

the research question as well as an ethical decision based on the respondents’ requests.  

2.6 Method criticism 

The study describes a wide range of factors and issues related to contracting form and competition, and all 

primary data is collected from 12 respondents during 11 interviews. It is important that both validity and 

reliability is high in terms of both the sources and the results. Reliability and validity are together the two 

most common concepts used to measure how well the data addresses the research question and describes 

the reality. 
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Validity refers to that the study accurately measuring what it is supposed to measure. Validity requires the 

researcher to be able to specify for which situation and sample the result is valid for (Bryman & Bell, 

2011). It is also worth noting that the interview guide evolved slightly throughout the interview based on 

the experiences and answers I got to even better address the research question.   

To be able to accurately measure what the study is supposed to measure, it is crucial to get answers that 

reflect the reality and not just polite answers. To avoid this bias in the answers all respondents are 

anonymous in this study which implies that the answers cannot be traced back to the individuals.  

There is always a risk when using a sample that is not representative for the entire population and if that is 

the case it would result in a low external validity for the study. This is probably not a major issue in this 

study since only experienced representatives have been interviewed and the total market share of the 

companies they are representing are around 60%. In this thesis contractors have been chosen based on 

their market share which inevitable leave small and mid-size contractors out of the sample. A consequence 

of the sampling process is that opinions are from representatives from the largest contractors.  This is a 

problem but there is likely that the largest contractors are the ones with most influence over the market. 

Reliability refers to credibility or that the result is produced in a reliable way and free from bias. The result 

should not be affected by any temporary or random circumstances. In other words should the achieved 

result be the same if the study were conducted repeatedly by different researchers (Bryman & Bell, 2011). 

The factor that probably has the most negative impact on the validity is the unavailability of reliable 

figures and numbers regarding productivity. The consequence of this is that the analysis only can be based 

on opinions from respondents analyzed with different theoretical framework. The only possible remedy to 

this problem is a better measurement of productivity in the industry which has been discussed earlier in 

the thesis and will be discussed further in 6.2 Limitations and Suggestions for further research.    

The reliability of this study can be considered as high since the lion share of the data used is answers from 

senior representatives form companies with a significant market share. The name of the representatives 

are not given due reasons mentioned above, but since the answers did not diverge significantly among the 

respondents it is likely that other researcher asking the same questions to senior representatives in the 

industry will get the same answers. A prerequisite for being able to see this pattern is many interviews and 

this generates triangulation effects which further strengthen both the validity and the reliability (which is 

discussed below) of the study. 

From this discussion it is obvious that a high reliability does not automatically generate a high validity, and 

it is possible to have both a high reliability and low validity. Because many of the opinions from the 

respondents are very hard to confirm with accurate data for productivity a conclusion here is that the 

reliability of the study can be considered to be good but that the degree of validity is hard estimate.        

Something that can be seen as a weakness in the sample is the gender distribution with ten males and just 

one female. This is a situation that is not desirable, but the aim has been to interview persons in senior 

position with authority in the relevant areas, so the biased gender distribution in the thesis is an effect of 

an industry dominated by men rather than a biased sample as a result of an improper sampling process.   
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3 Literature review and theoretical framework 
 

 

The following chapter examines the literature and theory that is most relevant for the thesis and includes parts about the 

relevant actors, productivity, how to handle and assess risk, contracting forms as well as theory about how to analyze the 

competition in industries. 

 

3.1 Literature review 

The research in this field has mainly been focused towards describing the different contracting forms and 

about when a certain contracting form is appropriate and this approach can be seen in for example 

Akintoye (1994), Clough, Sears, & Sears (2000), Winch (2010), Söderberg (2011) and Halpin & Senior 

(2011). In recent years authorities, agencies and researchers have all tried to answer the question if there is 

one contracting form that should be more extensively, and how competition can be improved on the 

market (Pakkala, 2011; Produktivitetskommittén, 2012; National Audit Office, 2012).  

The National Audit Office (2012) concluded in their report that the Transport Administration’s work with 

improving the competition and productivity within the industry has not been satisfying. In the report they 

also state that they see a risk for both lower competition and lower productivity as a consequence of the 

increased use of turnkey contracts (National Audit Office, 2012). This further emphasizes the need for 

investigating what have been done to enhance competition and productivity and how this work can be 

improved. The literature review showed that a research gap exists regarding the productivity of different 

contracting forms and no research has been done regarding the Transport Administration’s pro-

competitive measures.  

Because an objective for the Transport Administration is to develop the entire industry it is important to 

mention the Swedish research about development pairs that have been conducted. During the 20th 

century two very successful development pairs existed in Sweden, Televerket9/Ericsson10 and and 

Vattenfall11/ASEA12. (Fridlund, 1994; Berggren & Laestadius , 2003).  

However, development pairs are relevant from a historical perspective but the market situation today 

makes it more or less impossible for a development pair to be established due to procurement regulations 

and the market share of individual companies. When the successful development pairs in Sweden took 

place it is important to note that the market share of both ASEA and Ericsson was much higher than the 

market share for any actor in the CE-market today. 

3.2 The Actors  

In order to obtain a better understanding of the actors of interest this section will describe the two most 

important actors (the client and the contractor) as well as the legislation that regulates how a public client 

is allowed to select contractors, namely the LOU (Swedish Procurement Act). 

OECD13 defines a client as follows: 

“Is the natural or legal person for whom a structure is constructed, or alternatively the person or organization that took the 

initiative of the construction” (OECD, 1997). 

                                                      
9 The national Agency for Telecommunications, today a part of TeliaSonera 
10 Manufacturer of telecommunication materials 
11 State-owned power company 
12 General Swedish Electric Company, today a part of ABB 
13 Organization for Economic Co-Operation and Development 



 
 

10 
 

OECD is an international organization, but in the Swedish Planning and Building act a client is defined in 

pretty much the same way. 

“A party who carries out or assigns others to carry out construction, demolition or land work.” (Author’s translation) 

(Ministry of Health and Social Affairs, 2010). 

Today the four largest Swedish contractor’s actors (Skanska, Svevia, NCC and PEAB) stand for 55% of 

the Transport Administration’s total project volume (Trafikanalys, 2012; Produktivitetskommittén, 2012). 

Company Country Share 

Svevia  Sweden 17% 

PEAB  Sweden 14% 

SKANSKA  Sweden 13% 

NCC Sweden 11% 

Infranord Sweden 11% 

Balfour Beatty Rail  Great Britain 3% 

Veidekke Norway 3% 

CJV NL Bilfinger Berger PEAB  Sweden/Germany 2% 

Strukton Rail  The Netherlands 2% 

Oden Anläggningsentreprenad Austria 1% 

Others  24% 

Total  100% 
Figure 1. The Transport Administration’s suppliers (Produktivitetskommittén, 2012). 

The four largest contractors’ share is substantially lower (40%) as seen in figure 2 for projects worth more 

than 100 Million SEK which indicates that the competition is better for large projects than for smaller 

projects. That can probably be addressed to the fact that foreign actors have been more attracted by large 

projects than by small projects (Produktivitetskommittén, 2012).  

Company Country Share 

PEAB Sweden  18% 

Veidekke Norway 14% 

Bilfinger  Germany 12% 

Oden Anläggningsentreprenad  Austria 10% 

NCC  Sweden 8% 

Skanska  Sweden  8% 

Pihl Denmark 8% 

Svevia  Sweden 6% 

JM Entreprenad Sweden 6% 

Züblin Germany 4% 

SVEAB Sweden 4% 

MT Höjgaard Denmark 2% 

Total  100% 
Figure 2. The Transport Administration’s suppliers for projects worth more than 100 MSEK (Produktivitetskommittén, 
2012). 

An existing trend is that more foreign actors are entering the Swedish market which intensifies the 

competition and a major focus in this thesis is how to attract to attract foreign actors to intensify the 

competition even more. 

3.2.1 The Swedish Procurement Act 

Which actor that the Transport Administration is allowed to select is regulated in The Swedish 

Procurement Act (LOU). The reason why LOU is applicable here is because the Transport Administration 
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is a public authority and when a public authority procures services or goods LOU has to be followed. 

Basically LOU consists of five cornerstones (Swedish Competition Authority, 2012). 

1. The principle of non-discriminating 

This principle implies that it is prohibited to discriminate suppliers based on nationality (direct or indirect). 

Even though the procuring authority does not anticipate any bid from foreign actors it is prohibited to 

include requirements in the tender documents that only Swedish actors knows about or are able to follow. 

The procuring authority is not either allowed to give local business precedence (Swedish Competition 

Authority, 2012).   

2. The principle of equal treatment 

This principles means that all suppliers should be treated in the same way and should be given the same 

opportunities. An example of this is that all suppliers must be given the same information at the same 

time (Swedish Competition Authority, 2012).   

3. The principle of transparency 

The principle of transparency means a responsibility for the procuring authority to create openness by 

making information available about the procurement processes. In order to give all tenderers the same 

possibilities the tender documents have to include all requirements on the procured goods or services. The 

reason for this is to make it clear for the tenderers what is important for the procuring authority (Swedish 

Competition Authority, 2012). 

4. The principle of proportionality 

These principles states that the requirements on the suppliers and the requirements on the delivered goods 

and services should be in reasonable proportion to what is procured. This implies that the procuring 

agency is not allowed to have extremely high requirements (regarding the suppliers and the delivered 

product) for relatively simple procurements. The reason for this is to avoid favoring of big actors who 

easier than small actors can fulfill these high requirements (Swedish Competition Authority, 2012).   

5. The principle of mutual recognition 

This principle implies that certifications that have been granted for a company in one EEA14 (with some 

exceptions) country by an authorized authority also should be recognized in all other EEA countries 

(Swedish Competition Authority, 2012). 

Implications of the LOU 

The main implication of the LOU is that it makes the competition fair, and it also makes the procurement 

transparent. If the Transport Administration would have been a private organization these rules would not 

be applicable which in some sense would make the procurement much easier. This because the procuring 

entity then can just select the supplier that he/she seen as most appropriate. It is also extremely important 

that the procuring authority (under LOU) is careful when conducting the procuring process. Otherwise it 

is highly likely that one of the bidders that did not win the bid will appeal which costs both money and 

time for the authority (Swedish Competition Authority, 2012).  

                                                      
14 EEA stands for European Economic Area and includes the EU countries plus Norway, Switzerland and 
Lichtenstein. 
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Because the public procurement act prohibits favoring of local actors a consequence might be that local 

actors might affected negatively but according to research it is clear that the long term effects are positive 

viewed from a socioeconomic perspective (Edler & Georghiou, 2007). 

The most prominent advantages with this kind of procurement which is a competitive tendering are the 

price competition it leads to and the high transparency in the procurement process. Some of the 

disadvantages related to competitive tendering are that errors of omission will win tenders (because it 

accidentally leads to a lower quoted price) and the high costs of selection. In a study made by KPMG in 

UK it was shown that 10% of the total costs in construction firms were tendering cost and this figure 

would be much lower if the client just chose one contractor instead of arranging a tender process (Winch, 

2010).  
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3.3 Productivity 

Productivity is measured as the ratio between the outcomes and the resources used, which describes how 

much you get for the resources used (Schreyer & Pilat, 2001).  

              
      

     
   (1) 

Only the ratio is often of limited interest, but instead it is interesting to see how the productivity changes 

from year to year, which the following figure illustrates (Schreyer & Pilat, 2001). 

                 
       

      
 
         

        
   (2) 

If the difference above it positive, it implies that less resources have been used for the same production 

outcome or that the same amount of resources have been reduced to produce a larger outcome. To be 

able to measure productivity it is necessary to be able to identify what the result is and what resources that 

have been used to obtain the result. When talking about outputs in the CE industry it is common to 

measure road length (m), railway length (m) and bridge area (m2) and other similar measures, and the input 

is often measured in terms of financial inputs (kr) (Office of Public Management, 2010). 

Because one meter road (or one square meter bridge etc.) does not look the same everywhere there is a 

need of control for variables such as need for excavation, location of the road which makes the 

measurement of productivity a lot harder than if the outputs from the industry would have been of more 

homogenous character (National Audit Office, 2012). 

Another factor that makes it hard to analyze and calculate the productivity is potential changes in the 

quality of the output. In theory, a higher quality should result in a larger output and therefore a better 

productivity if the same amount of inputs is used. If changes in quality are not considered the productivity 

measure remains the same even though the outcome in reality has changed (Crawford & Vogl, 2006). 

This is a problem discussed in the report presented by Produktivitetskommittén (2012) where they refer to 

a study made for bridges in Sweden between 1970 and 2010 that showed that the quality had increased 

based on several factors. While the factor included in the productivity calculation, the number of square 

meter bridge produced by its nature remained constant. This study and several other studies indicates that 

much has to be done to improve the productivity measurements to get a more reliable picture of how the 

productivity has developed in the construction industry (Crawford & Vogl, 2006; Office of Public 

Management, 2010; Lind & Song, 2012; Produktivitetskommittén, 2012).  
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3.4 Risk and risk management 

In finance, risk is about the exposure to volatility in returns, i.e. both positive and negative returns 

(Damodoran, 2001). In the construction context, different researchers define risk somehow different. 

Some researchers define it as exposure to economic loss or gain arising from involvement in the 

construction process while other defines it as the exposure to loss only. Another definition describes risk 

in relation to construction as a variable in the process of construction project whose variation results in 

uncertainty about the final cost, duration and quality of the project (Akintoye & MacLeod, 1996). 

Even though the definitions used are different they can be summarized as deviations from the expected 

outcome. Humans and organizations are often described as risk adverse which means that persons are 

reluctant to accept an offer with an uncertain outcome rather than a payoff with certain, but possible 

lower return (Rabin, 2000).  

 

Figure 3. Risk Management. Based on Winch (2010).  

  

As the figure illustrate, the risk management process can be described as four step process (Winch, 2010): 

The identification of risks is the key to the entire process. Examples of risks in CE-project involve risks such 

as the condition of the soil and other geological conditions as well as risk regarding permits, time, 

production techniques etcetera.  

By assessing the risk, the most common method is to estimate the cost if the risk appears as well as the 

probability for the risk to appear. Then it is possible to calculate the net present value of the risk.   

The response when facing risks can be very different in different organizations but Winch (2010) describes 

the most common responses in broad terms as follows. 

Accept the risk. When accepting the risk it is crucial to have a plan on how to respond to the risk event and 

this is often done by providing a contingency in the budget or slack in the schedule. Accepting the risk is 

Identify the 
risks 

Assess the risks 

Respond to the 
risk sources 

Control the 
risk 
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much easier for larger more diversified companies where a single unsuccessful project does not threat the 

existence of the firm.   

Externalize the risk down the supply chain by subcontracting. An example of this related to the thesis is the use of 

turnkey contracting where the client transfers the risk inherent in the design phase to the contractor. A 

basic principle here is that risk should only be externalized if the other part is in a better position to handle 

the risk, because otherwise there is a substantial risk that either the premium for handling the risk will be 

higher which is economically inefficient or that the agent (i.e. the contractor) failing to meet his/her 

commitments.  

Mitigate the risk. This is done by changing the project mission or scope so as to minimize the probability of 

the risk event occurring. 

Insure or hedge against the risk. This is not always possible but an example of insurance is to purchase an 

insurance against the risk (e.g. fire) and hedging is a way to handle financial risks such as increasing costs 

of raw materials.  

Delay the decision until more information is available. An example of this is that the Transport Administration 

normally does not initiate a project until the parliament has granted the funding for the project. 

To control the risks is the final phase and this phase continues through the whole project life cycle. When 

more information becomes available, the probability and impact can be reassessed, and when the event of 

a risk has passed this risk does not need to be monitoring anymore (Winch, 2010). 

As mentioned above, the reason why this theory section is included is the fact that the selection of the 

appropriate contracting form is a decision about risk. In the research society a general opinion agreed 

upon is that risks should be transferred to the party that is in the best position to deal with the risk 

(Akintoye & MacLeod, 1996).  
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3.5 Contracting forms 

When discussing contracting forms, three main forms are often mentioned in theory; general contracting, 

turnkey contracting and construction management. In construction management the client hires a 

consultant firm who is responsible for procuring contractors, subcontractors and acting as the project 

manager (Winch, 2010). 

In this theory chapter there will be no further explanation of construction management because the 

Transport Administration does not use construction management. The reasons for this are that many 

contractors put an emphasis in working with such a big client as the Transport Administration, and if they 

would hire an external firm it would be more difficult to act as a role model in the industry which is one of 

their major objectives (Karlsson, 2011). 

Something that is worth mentioning is that the Transport Administration does not use the term general 

contract but instead the term build contract. Practically this has less importance because they in most 

cases procure one contractor for the entire project which means that build contracts in almost all cases 

ends up as general contracts. 

With the above in mind this chapter will only be about general contracting regulated by AB0415 and 

turnkey contracting regulated by ABT06. 

3.5.1 Turnkey contracting  

In a turnkey contract16 the client procures one contractor that becomes responsible for both design and 

construction, in opposition to a general contracting where the contractor is not responsible for the design 

(Winch, 2010). Even though there is only one turnkey contractor it is possible for the client to procure 

other assignment such as installation and machinery from other contractors (Söderberg, 2011). However, 

in the CE-industry this is unusual but worth mentioning is the fact that the Transport Administration 

works with two different types of turnkey contract (Produktivitetskommittén, 2012).  

The two contracts types are turnkey contracts with and without responsibility for maintenance and 

operation (M&O). The rationale behind including M&O in the contract is to get a higher quality because 

the contractors will get incentives to increase the quality and they will more carefully consider the life cycle 

cost if they also are responsible for the M&O (Lind & Borg, 2010 ).   

Normally the contract does not include M&O because it is hard to reach economies of scale for M&O for 

one single road- or railroad projects since an M&O area normally include up to 1000 kilometers of roads 

or railways. Including M&O can also distort the competition because local actors that also work with 

M&O will get a competitive advantage if M&O is included in the contract (The Transport Administration, 

2008; Produktivitetskommittén, 2012). In this context it should be noted that bundling of products that 

turnkey contracts and especially turnkey contracts with a responsibility for M&O are examples, is often 

seen as negative from a microeconomic perspective because of potential negative consequences for the 

competition. Here the most important disadvantage is the that the bundling might exclude companies’ 

from the market because they have not all needed competencies (Lind & Borg, 2010 ). 

                                                      
15 Both AB04 and ABT06 are general Swedish regulations and AB04 is applicable for build contracts whereas ABT06 
is applicable for turnkey contracts. 
16 Also known as design-and-build contracts. 
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Figure 4. Turnkey contracting. Based on Winch (2010). 

To be able to bid for turnkey contracts, large financial resources are often necessary. There are mainly two 

reasons for this, the need for design resources and the risks faced by the companies’ when they are facing 

the risk inherent in the design phase.  The need for a design department to prepare the bids is something 

that can decrease the competition because small actors without design competence cannot bid for the 

project unless they purchase that service from a consultancy firm. Also the fact that the turnkey 

contractors are responsible for the design phase implies a huge risk for the contractors. These factors 

might work in a way that leads to a decreased competition in the industry because fewer companies are 

able to bid on the projects (Söderberg, 2011). 

Another argument against turnkey contracts is the cost associated with preparing the bids, because all bids 

must include the design. This should be compared to general contracting where the client is responsible 

for the design and where the design developed by the client then acts as a part of the tender documents. 

Studies described by Söderberg (2011) have shown that the total costs for the design phase in projects 

using turnkey contracts are not always higher than the costs for the design phase in projects using general 

contracting but the empirics he refers to is from 1974- Based on the fact that all bidders need to produce a 

proposal including design, the risks for high costs in the design phase are considered to be one of the 

major drawbacks with turnkey contracts. This potential drawback should be weighed against the potential 

for creative solutions produced by the bidders and this is one of the major reasons why the Transport 

Administration sees the use of turnkey contracts as a tool to improve the productivity in the industry (The 

Transport Administration, 2010; Söderberg, 2011). 

In terms of project time this contract form is considered to have one major advantage because the tender 

documents from the client to the prospective bidders are much smaller than in a general contract, and 

because the same company is responsible both for the design and the construction the design phase and 

construction phase can go on simultaneously. This does not mean that the design work should be 

incomplete but other issues such as permits and legal issues can be solved later instead of before the 

procurement which is the case when using general contracts (Söderberg, 2011). 
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In terms of responsibility this is the simplest contract form because the client has just one contract, and 

that is the contract with the contractor, which is a situation that leaves the contractor with a very huge part 

of the project risk. If something is considered to be wrong or not in line with the specifications included 

in the tender documents it is just for the client to turn to the turnkey contractor. An implication from this 

is that it is crucial that the tender documents are written correctly so that the client gets what he want 

because it is obvious that the contractor has incentives to use as cheap solutions as possible (Söderberg, 

2011). 

It is often said that in turnkey contract the contractor is responsible for the design which is true in the 

sense that the contractor normally is responsible for the detailed design, but the contractor is seldom 

responsible for the concept or scheme design (Winch, 2010). 

 Since the contractor is responsible for the detailed design the procurement has to take place relatively 

early in the project’s life cycle which make this form highly inappropriate if there are lot of uncertainties 

involved. Consider an example where the uncertainties are very significant, and where the client choses to 

use a turnkey contract. In that case the result will inevitable be that the contractors add a very high risk 

premium in order to insure them self against the prevalent uncertainties (Winch, 2010).  

Historically a hybrid version of turnkey contracts has been in extensive use in the industry where the client 

regulates in detail how the design will look like, and by doing so the client in an effective way restricts the 

opportunities for the contractors to come up with creative solutions but still the contractors need to take 

the responsibility for the design (due to the contract form). In essence this means that the contractors 

need to add a risk premium for a design that the client has developed. This misuse of turnkey contracts is 

undesirable, and when talking about an increased use of turkey contracts the Transport Administration 

does not mean this hybrid form which is highly inefficient (AMA Byggtjänst, 2013). 

It is important to mention that according to the Swedish Building regulation that the one that has 

provided information is also responsible for that information, meaning that if a client provides or 

prescribes a technical solution this implies that client also is responsible for this. In practice this means 

that for parts where the client has prescribed a solution the contracting form is general contracting even 

though the contracting forms for the entire project is turnkey contracting (Höök, 2008). 

3.5.2 General contracting 

As in a turnkey contract there is just one contract between the client and the contractor, but the difference 

in general contracting is that the client is responsible for the design which is an obvious difference in 

terms of risk (Söderberg, 2011). Currently this is by far the most common contract form in the Transport 

Administration’s procurements and in around 80 % of all procurements made by the Transport 

Administration this is the contract form in use (Produktivitetskommittén, 2012). This contract form is also 

the most common contract form on an international basis (Winch, 2010). 
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Figure 5. General contracting. Based on (Winch, 2010). 

In contrast to turnkey contracting this form transfers the risk inherent in design from the contractor to 

the client leaving the contractor with a much more predictable outcome from the project. This is a 

favorable situation for some contractors, and also the fact that design capability is not necessary in order 

to compete might result in a more intense competition. This potential advantage should be weighed 

against the potential losses in creative solutions since there is only one design solution developed 

(Söderberg, 2011). 

That can be seen as a major disadvantage for general contracting in comparison with turnkey contracting 

because everything (design, permits, legal issues etc.) needs to be completed before the client can initiate 

the procurement. Because the completed design produced by the client acts as the tender document the 

entire design needs to be completed before the procurement, and then the bidders need time to prepare 

their bid, and after that the client has evaluate the bids and after that the actual construction can take 

place. Obviously, this is a disadvantage and if the project time is seen as a severe constraint, then this 

contract form might be inappropriate (Söderberg, 2011). 

As have been mentioned, this contract form transfers more risk from the contractor to the client 

compared to a situation where a turnkey contract is used. Because the client is responsible for design it is 

of huge importance that all descriptions and drawings are correct in order for the client to get what 

he/she wants (Söderberg, 2011). 
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3.6 The risk adverse nature of humans 

Expected Utility Theory (EUT) states that the decision maker chooses between risky or uncertain 

alternatives by comparing their expected value, which means the weighted outcomes obtained by adding 

the utility values of outcomes multiplied with their probabilities. Then the best alternative is the alternative 

with the highest expected value. Consider the following example (Mongin, 1997): 

A: B: 

50% chance to win 1000 SEK 490 SEK  

50% chance to win nothing  
Figure 6. Risk adverse nature of humans (Mongin, 1997). 

According the EUT, a rational person would choose alternative A rather than alternative B because the 

expected utility of A is equal to u (1000,0.5)+u(0,0.5)=500 which exceeds the expected value of B which is 

u(450,1)=450.  

EUT was for long taken as a theory that described the reality in a proper way but later research has shown 

that humans are more risk adverse than what was assumed in earlier research (Kahneman & Tversky, 

1979). 

When Kahneman & Tversky in 1979 presented their well-known article about prospect theory they 

showed several situations based on research where the EUT was violated. They conducted their research 

by handing out questions to university students and staff. The participants had to choose between 

alternatives and they were also told that there was not just one correct answer to the problem (Kahneman 

& Tversky, 1979). 

Problem 1: 

A: B: 

33% probability to get 2500 2400  

66% probability to get 2400  

1% probability to get nothing  

[18] [82] 
Figure 7. Problem 1 (Kahneman & Tversky, 1979).  

Problem 2: 

A: B: 

33% probability to get 2500 34% probability to get 2400 

67% probability to get nothing 66% probability to get nothing 

[83] [17] 
Figure 8. Problem 2 (Kahneman & Tversky, 1979).  

The data from their experiment showed that 82% (results seen in brackets) of the participants preferred 

alternative B in problem 1, and in problem 2, 83% of the participants preferred alternative A. The data 

also showed that a majority of the participants (61%) first choose B and then A. 
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This pattern of preferences violates EUT. According to the theory, with u(0) assumed to be zero, the first 

preference implies u(2400) > u(2500,0.33)+u(2400,0.66) and this violates EUT since 2400<240917. The 

second preference implies u(2500,0.33) > u(2400,0.34) and this is not violating the EUT since 825>81618. 

This change in attitude indicated that there is a larger reduction in desirability when the prospect is altered 

from being a certain gain to becoming a probable gain. The researchers continued to perform some 

similar experiments but with non-monetary outcomes and the results were still the same, indicating a 

substantial and general reluctance for humans regarding outcomes that goes from being certain to become 

only probable (Kahneman & Tversky, 1979). 

 

  

                                                      
17 u(2500,0.33)+u(2400,0.66)=2409 
18 u(2400,0.34) = 816 and u(2500,0.33) = 825 
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3.7 Porter’s five forces 

To be able to analyze the competition or lack of competition within the CE industry the book 

Competitive Strategy (2004) written by M. E. Porter has served as the theoretical foundation. In this book 

he presents a framework for how to analyze an industry in order to determine the intensity of 

competition. The reason why the level of competition is relevant to examine is because of the strong link 

between competition and productivity. As can be seen in the figure below there are five factors that 

determines the level of competition; bargaining power of suppliers, bargaining power of buyers, threat of substitute 

products and services, threats of new entrants and intensity of rivalry among existing firms.   

 

Figure 9. The Five Forces That Shape Industry Competition (Porter M. E., 2008). 

Threats of entry. For the competition in an industry new entrants can be seen as highly positive because new 

actors bring new capacity which will affect the supply and thereby the prices. Normally new entrants also 

bring new methods of working into the industry which will be positive for the productivity. There are two 

factors that affect the threat of new entrants and these are barriers to entry and the anticipated reaction 

from existing competitors.  

When talking about threats of entry some factors that are important are economies of scale, access to distribution 

channels, vertical integration and capital requirements.  Economies of scales refer to a decrease in unit costs of 

producing a given product or service when the volume increases. If this condition is in place it implies that 

large firms will have a competitive advantage which will make it hard for smaller companies to enter the 

market. Access to distribution channels means that the producers either own or in some way control their 

distribution channels. In the CE-industry this factor is not really applicable since the contractor both 

produce and sell their products. Even though access to distribution channels is not a big issue in the CE-

industry the similar issue vertical integration can be seen as entry barrier. Vertical integration can be seen 

as a form of economies of scale where the economies of scale arise from operating in successive stages of 

production or distribution (Porter M. E., 2004).   
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Capital requirements, e.g. large required investments in machines and facilities in order to be competitive 

are obviously also factors that act as barriers of entry mainly because of two reasons. First it is hard to 

obtain the huge amount of capital required and secondly the capital investments are risky because the 

outcomes of the investments are not known (Porter M. E., 2004).  

Rivalry among competitors. The first sign of this is a high number of competitors of equal size. Other signs are 

the lack of differentiation between the companies’ products and services and slow industry growth. Low 

product differentiation affects the competition because if products and services are very similar it does not 

matter for the customer who company he or she chooses, and this implies that the price will be the most 

decisive factor.  Slow industry growth means that the demand is relatively fixed over times meaning that 

that the competition between the actors is a zero-sum game where the only way to to increase revenues is 

to gain market shares from competitor (Porter M. E., 2004). 

Pressure from substitute products means that two different products compete with each other even though they 

are not exactly the same they still competes for the same buyers. Two examples of substitute products are 

coffee and tea. Substitute products are not very applicable in CE industry because of two primary reasons. 

The first reason is that it is hard to find substitute products, for example a road is normally not a 

substitute for a railroad and the second one is that the same contractors produce both substitute products 

(Porter M. E., 2004). 

Bargaining power of buyers is about how buyers compete with the industry by forcing down prices or 

requiring better quality for the same price by playing competitor against each other. If the buyers have 

strong bargaining power it results in high and fierce competition among the actors in the industry. Porter 

(2004) points out several factors that lead to powerful buyers. If the purchases from the buyers are large 

relative to the sellers sales the sales are highly important for the sellers which leave the sellers in a position 

of dependency where the buyer is able to dictate the terms and conditions (Porter M. E., 2004).  

Also the other situation is relevant, i.e. where the purchases from the industry represent a significant 

fraction of the buyer´s cost or purchases or if the sellers’ products are considered to be undifferentiated. 

This is relevant in the CE-industry since the Transport Administration is such an important client and 

since all their major investments are infrastructure investments. It is also very hard for the contractors to 

differentiate themselves because the products they sell to the Transport Administrations are defined by 

the authority’s tender documents (Porter M. E., 2004).  

Another factor is whether the buyer earns low profits or not. Low profits tend to create great incentives to 

lower the buyer’s purchasing costs. For the Transport Administration low margins can be translated to a 

tight budget together with how well the procurements made by the authority are supervised by other 

authorities, e.g. The Swedish National Audit Office (Porter M. E., 2004). 

Bargaining power of suppliers. As with buyers, suppliers might also be able to exercise bargaining power 

towards the industry and thereby lowering the profitability for the industry. If the potential suppliers are 

dominated by fewer companies than the industry that they are selling to the suppliers will be able to 

dictate the terms in a high extent leading to higher costs for the industry. The suppliers will also be able to 

exercise bargaining power if no substitute products exist, but if substitute products exist it will be hard for 

the suppliers to exercise bargaining power even though the supplier group is less fragmented than the 

industry that they are selling to (Porter M. E., 2004). 
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4 Findings 
 

. 

This chapter describes the findings from the interviews conducted and includes all findings from the use of turnkey contract. It 

also includes findings regarding the measures made by the Transport Administration to improve the competition on the 

market. 

. 

4.1 Turnkey contracts 

4.1.1 General opinions about turnkey contracts 

One central part in the Transport Administration’s effort to enhance the productivity is an increased use 

of turnkey contracts as a way to better utilize the competence in the industry. Another advantage 

according to them is that the consultants will work closer to the production in a turnkey contract than in a 

general contract. This is because the contractor is responsible for the design in a turnkey contract which 

means that the consultants will be hired by the contractor instead of by the client.  

Regarding the general features about turnkey contracts there are no ambiguous opinions from the 

contractors. Several contractors answered that it is more fun and developing to compete with smart 

solutions and design instead of passively building something that the client has already designed. A 

consequence of this according to them is a tendency for contractors to try to find misspecifications in the 

client’s tender documents in order to later on claim compensation. The contractors also think it is good to 

work closer to the consultants because then the consultants and the contractors can work together to find 

a design that is optimal for the contractor’s production methods.  

One foreign actor also mentioned that turnkey contracts are better for them than general contracts 

because it is hard for a foreign contractor to compete with domestic contractors if they only can compete 

with the price for constructing an already finished design. 

That the development towards an extensive use of turnkey contracts in Sweden despite positive attitudes 

has taken plenty of time and according to the respondents this can probably be attributed to the Transport 

Administrations own history. Historically both authorities19 that later on became the Transport 

Administration had a huge in-house capability both in design and in the actual construction. Even in the 

90’s much of the actual construction such as building roads and railways was done by the authorities 

themselves.  

It should be noted that several contractors think that the focus should be shifted towards a more 

extensive use of partnering to get contractors, clients and consultants to work together. The reason for 

this is to even better utilize all competencies and to work towards the same objectives. Partnering can be 

facilitated in both turnkey and general contracts, and there is no clear picture among the contractors 

regarding the optimal contracting form when adapting partnering.  

4.1.2 How turnkey contracts are used today 

As mentioned in 3.5.1 Turnkey contracting a hybrid form of turnkey contract has been in extensive use in the 

industry for a long time, meaning that projects are procured as turnkey contracts even though a significant 

part of the design has been finished by the client before the procurement. The respondents at the 

Transport Administration stated that this hybrid form is undesirable, and when they talk about turnkey 

                                                      
19 Swedish Road Administration and Swedish Railroad Administration 
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contracts they refer to projects with adequate degrees of freedom20 where the contractor has an 

opportunity to affect the design and come up with the most suitable design. Unfortunately this opinion is 

not shared with the contractors.  

The general opinion among the contractors about how turnkey contracts are used today is that the degrees 

of freedom are too few to effectively utilize the theoretical advantages associated with turnkey contracts. 

What is more serious than this opinion is probably the general opinion among the contractors that they 

have not seen any sign of improvement in degrees of freedom, and here they refer to that nothing has 

happened despite effort from the Transport Administration over a long time.  

Several contractors mentioned two specific factors that decrease the degrees of freedom; Swedish 

technical norms and architectural requirements. Swedish technical norms are often a problem because the 

contractors think that the Transport Administration is very reluctant to accept new solutions (such as 

prefabricated solutions) and that this negatively affects the productivity. Architectural requirement is a 

problem in the sense that it severely reduces the degrees of freedom.  

Several respondents described different situations where contracts with too detailed requirements and 

descriptions have decreased the contractors’ degrees of freedom.  

A potential advantage with turnkey contracts is the potential for innovations since the contractors are 

responsible for the design, and when utilizing all competence from the contractors the innovativeness 

might increase. In reality this is altered because the degrees of freedom are too few which effectively act as 

a barrier for new innovations. Some actors even mentioned that turnkey contracts in today’s setting could 

lead to lower innovativeness because of the Transport Administration’s reluctance to allow new solutions 

together with a responsibility for the design (due to the contract form). This combination leads, according 

to them, to a use of established solutions instead of developing new solutions because they are unsure 

about whether the Transport Administration will approve the solution.  

Even though the contractors are very critical to the degrees of freedom in the turnkey projects they point 

out that there advantages in turnkey projects compared to general contracts because it is still possible to 

slightly optimize the design together with the consultants21. The general opinion is that savings associated 

with this advantage exceeds cost associated with potentially more expensive bids. Another important thing 

is that the Transport Administration has tried to compare the price quoted in the bids for turnkey 

contracts with their own calculations based on their experiences from general contracts. In all the 

examined cases the quoted prices were lower than their calculations indicating lower prices for turnkey 

contracts. For the over ten projects examined the total expected price was 6.7 Billion SEK, but the total 

quoted price was only 5.7 Billion SEK which is about 15% lower. It should also be noted that the price 

quoted for turnkey contracts also included costs for design whereas the expected price based on general 

contracts did not include the costs associated with the design process which normally stands for around 5-

10% of the total project costs (Rehnberg & Schwertner, 2005).  

4.1.3 Compensate bidders 

Statistics about the Transport Administration’s procurements show that there are slightly fewer bids for 

turnkey projects than for projects with general contracts, and the higher costs for preparing bids due to 

the responsibility for the design in turnkey contracts has been brought up as one reason for this. As a way 

to get more bids a compensation policy has been discussed and in some procurement the Transport 

                                                      
20 Degrees of freedom do in this context refer to how the tender document for a turnkey document is formulated. 
Few degrees of freedom refers to tender document where much of the design and various technical solutions are 
already decided by the client and the opposite is when the tender documents leave plenty of opportunities for the 
contractor to affect the design and come up with own solution. 
21 Examples include factors such as formwork and pours. 
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Administration has compensated some of the bidders if their bids were close to the winning bid. The 

Transport Administration’s opinion is that it could be relevant to do that when the bidding costs are 

extremely high. This should not be a general policy because bidding cost can be seen as part of a 

company’s overhead cost and also due to the fact that it is difficult to decide whether a bid should be 

eligible for compensation.  

The opinion among the contractors differs because some contractors think that compensation is good 

while some do not think it is a good idea. The argument for those who do not like the idea is that bidding 

cost can be considered as an overhead cost among others for which the company will be compensated 

through their own margin in projects that they actually get. Those of opposite opinion mean that there in 

some projects are specific features that make it necessary to hire external consultants and experts. Since 

those costs may occur only in a few projects it is hard to recover those costs back from other projects. A 

consequence of this is that they might avoid bidding for some projects if the bidding costs are too high in 

relation to the probability to actually get the project. 

It is also important to note that both contractors and the Transport Administration see fewer bids for 

turnkey contracts as a consequences of that an extensive use of turnkey contracts is relatively new in 

Sweden and that it thereby takes some time for the contractors to adapt to the new reality.     

4.1.4 To include Maintenance and Operation (M&O) in turnkey contracts 

As mentioned in 3.5.1 Turnkey contracting the potential advantage with this is to create incentives for 

contractors to produce an end product with higher quality. From the Transport Administration’s point of 

view this is not the standard policy, but the method have been used in cases where the advantages have 

been seen as more substantial than the drawbacks. 

Among the contractors the picture is scattered but generally it can be said that this method is most 

favored by Swedish contractors and foreign contractors with a strong local presence. Something that all 

opponents (Swedish and foreign contractors) to this idea have in common is that they think that the 

guarantee time is a sufficient measure to guarantee the quality. Even though all the Swedish actors have in-

house capacity in M&O, meaning that they are potentially favored by this idea, most of them realize that 

there are severe consequences for the intensity of competition when including M&O in the contract. It is 

important to mention that even though the company has not an own M&O department it is possible to 

purchase this service from someone else, but several contractors mentioned that it might be difficult to 

estimate the costs of M&O for companies without an own M&O department.  

It should also be noted that the company most positive to including M&O is a company that in recent 

times has won two procurements for turnkey contracts where M&O has been included. Even though a 

company might have an M&O department the company might still be forced to purchase the service from 

someone else since one road project or one railway project is seldom enough to reach economies of scale 

for an M&O area. Because of this it might end up in a situation where contractor 1 needs to purchase the 

service from contractor 2 who already has the M&O contract in the area. This is something several 

contractors point out as a problem because it results in a weak negotiation position for contractor 1 since 

contractor 2 knows that contractor 1 needs to purchase the service from contractor 2.  

Since including M&O is not the normal case there is a lack of empirical evidence, but in a recent project in 

Stockholm, Norrortsleden, where this method was used the project ended up 5% below budget. 

According to the project manager at the Transport Administration this was partly due to a better focus on 

life cycle costs and quality because of the inclusion of a responsibility for M&O (DN, 2008).      
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4.1.5 The risk transfer associated with turnkey contracts 

Due to the nature of turnkey contracts, the contractor will have to take on a larger portion of the risk due 

to the responsibility for design. According to the Transport Administration this is normally not a problem 

because the responsibilities are clearly specified in the framework that regulates turnkey contracts, ABT06. 

ABT06 prescribes that the entity that is providing the information is responsible for the provided 

information, meaning that if the client prescribes solutions then the client is also responsible for the 

performance of those solutions.  

Many contractors mean that the Transport Administration tries to transfer as much risk as possible and 

that they often prescribe technical solutions but anyway try to makes the contractors responsible to a 

higher extent than optimal leading to added risk premiums when the contractors quote their prices.  

Another problem mentioned by the contractors is that the Transport Administration frequently attaches 

information to the tender documents that is not a part of the tender documents. Since the information is 

not a part of the tender document the client is not responsible for the information provided or for the 

design of the technical solutions that are prescribed and included outside the tender documents. The 

contractors’ opinion is that the Transport Administration’s desire is that the contractors should follow the 

directions and solutions included even though the entire responsibility is in the hands of the contractors’. 

A general opinion among the contractors is that the risk situation would be much better if the Transport 

Administration releases their tight control over the projects and allow more degrees of freedom. Most of 

the problem discussed in this section here arises from too few degrees of freedom leading to a situation 

where it is not always clear if the client or the contractor is responsible for the risk leaving the scene open 

for interpretations and potential lawsuits. 

4.1.6 The 50% objective  

When it comes to the number of turnkey contracts the Transport Administration has stated a target that 

50% of their procured projects should use turnkey contracts by the end of 2018. They believe that they 

will reach this number if the development continues as it has been doing over the latest years. The reason 

why the objective is not 100% despite the advantages that the Transport Administration sees in using 

turnkey contracts is because all projects are not suited for turnkey contracts, especially small projects and 

projects where the degrees of freedom are very few. 

The contractors generally think that 50% is a good target even though a few actors they think that it might 

be hard to reach 50% within just five years due to lack of experience and readiness considering that the 

figure today is about 20%. Generally it can be said that the contractors in accordance with the Transport 

Administration think that 50% is a reasonable number because all projects are not suited for using turnkey 

contracts. It is also important to note that the Transport Administration can easily reach this goal because 

of the possibility to choose contracting form, and this was mentioned by several contractors. 

4.2 The competition on the market  

4.2.1 The perception regarding the level of competition? 

This is a question where all respondents think that the competition has increased over the last years, both 

because of the prevalent conjuncture and because more actors are present and active on the Swedish 

market today. Something that several respondents pointed out as a risk is intensified competition 

combined with having price as the most decisive factor when selecting contractors.  This might lead to 

selecting the contractor that actually has made errors in their own bid or where contractors underbid each 

other. It is not desirable since it could lead to conflicts during the project, lower quality and potentially to 

a situation where contractors default. Several respondents mentioned that it is necessary for the 
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contractors to make a sufficient return, both in order to survive but also to be able to develop their own 

organization and processes in order to be more productive.  

Furthermore, a foreign actor mentioned that when they entered the market they were one of the first 

companies from their home market to enter the Swedish market. This gave them a competitive advantage 

in techniques and methods in comparison to their Swedish rivals. However, this advantage has according 

to them diminished due to the influx of actors form their own home market and this is also a sign of an 

intensified competition. 

4.2.2 Is the Swedish market an attractive market and why entering? 

From the Transport Administration’s perspective the market is considered to be attractive due to a large 

and stable project volume with many large projects. Sweden is a country where it easy to do business 

because of low corruption and a transparent system.  

The foreign actors generally agree on that Sweden is a stable market where it is relatively easy to do 

business due to transparency and low corruption. What they do not agree on is whether the project 

volume is large and here it is very easy to see a discrepancy among different foreign actors depending on 

the size of the contractors’ home markets. Actors with home markets significantly larger22 than Sweden 

generally do not think that the volume and project sizes are that large in Sweden which actors with home 

markets smaller than the Swedish market do. Despite this discrepancy all foreign actors perceive the 

Swedish market as a stable a transparent market which makes risks relatively easy to foresee and assess.  

The factors mentioned have been important for the foreign actors in their choice of entering the Swedish 

market, but all foreign actors have also been mentioning the historically low competition on the Swedish 

market as a reason for them to entering the market.  

Beside this, another explanation that has been brought up is the Transport Administration’s work with 

attracting foreign actors which for at least two of the interviewed companies has been very important in 

their choice of entering the market, and this is further explained in the next section. In addition to these 

factors other factors such as a willingness to expand and a weak home market have been stressed. 

4.2.3 The Transport Administration’s work with attracting foreign actors 

By natural causes this question is a sometimes hard for the Transport Administration to answer but they 

generally think that they are on the right track because several actors have entered the Swedish market. An 

example of what they have done to attract foreign actors is journeys to various countries to inform foreign 

contractors about the Swedish market; which projects that are in the pipeline and what is needed from 

contractors to be competitive in Sweden. 

Domestic contractors are not really affected by these attempts but their opinion is that competition is 

good for everyone and that it develops the entire industry. When it comes to the foreign actors at least 

two of them mentioned the Transport Administration’s effort as a very important factor when entering 

the market and how the Transport Administration helped them to understand the market. These two 

companies emphasized the importance of information and advice when entering a new market and in that 

sense they were really satisfied with the Transport Administration and their work. If the aim is to attract 

even more foreign actors more international coordinators could be hired according to the contractors. A 

third foreign contractor that was not directly affected by the Transport Administration’s efforts was also 

positive towards their work and told that the awareness of the Swedish market is much higher today in 

their home country due to the Transport Administrations extensive efforts to inform about the Swedish 

market. 

                                                      
22 Both in terms of market turnover and in the scale of individual projects. 
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What some contractors brought up as a problem was the language, both in documents and on the site 

meaning that more documents need to be translated to English and that the competencies in English 

sometimes are inadequate among the Transport Administration’s representatives. However, it should also 

be noted that some other foreign actors perceived the general language abilities in Sweden as very high 

compared to other countries where they are present.  

4.2.4 Entry barriers  

It is often described that vertical integration has been a problem on the market meaning that the large 

domestic actors control the access to raw material which results in a serious competitive disadvantage for 

foreign actors and new actors. To solve this issue the Transport Administration have in some projects 

decided that the rock material belongs to them and not to the contractors. Which is the normal scenario 

and by doing so they remove two problems. First the access to raw material23, and second the problem 

with getting rid of the rock material which is a problem for foreign actors if they have not an own quarry 

where they can put it. This initiative has been appreciated by foreign contractors since it takes away two 

problems that otherwise might become competitive disadvantages for them.       

Another entry barrier might be practices and regulations that are unique for Sweden, but from the 

interviews conducted this does not seems to be a more substantial problem. Most foreign actors also point 

out the Swedish system of practices and regulations are very transparent which is positive for the 

competition.  

4.2.5 How to attract more bids per procurement  

As one measure of the intensity of competition the number of bids is often mentioned, and in Sweden the 

average number of bids per project lies in average between three and four but this number varies among 

different kinds of projects. To put this number into a context it can be noted that numbers of about 15 is 

not unusual in larger markets, such as the German market. This implies that there is a substantial room for 

improvements in Sweden. When talking to the contractors several of them are not sure whether a high 

number of bids necessary leads to a more intense competition since the number of bids does not show the 

quality of the bids or how close the bids are to actually win the procurement.  

Most contractors thinks that the competition is much tougher today than before but to reach as many bids 

as in Germany or in other large markets it is seen as difficult because of the relative small size of the 

market which inevitably makes it a less attractive market. Even though the German situation seems to be 

unreachable in Sweden several actors believe that better planning and a continued effort to attract foreign 

actors will result in more bids per project. By better planning the contractors intended sending out the 

tender documents in time leaving the contractors with enough time for producing bids and the time for 

implementing24  the projects as well as when to initiate projects.  

An undesirable example of the latter is to initiate and procure several large projects in the same region at 

the same time which has been the case in both Stockholm and Gothenburg during later years. Since the 

contractors’ resources both when it comes to design- and construction capacity are not infinite this might 

lead to fewer bids per project.  

In an attempt to increase the competition and to attract more bids, large projects are often divided into 

several smaller procurements. The reason for this is that just a few contractors have the possibilities to 

undertake very large infrastructure projects, and by not dividing a very large project into several 

significantly smaller projects the competition might be lower. The question here is about the optimal size 

                                                      
23 Since the Transport Administration later on can sell the rock material as filling material to other contractors. 
24 Several contractors think that the time frame is too narrow especially in turnkey contracts where the contractors 
have more responsibility than in build contracts. 
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for one single procurements, and a rule mentioned by several contractors is that it is appropriate to divide 

as long as the advantages associated with an increased competition exceeds the coordination costs that 

arises from procuring several contractors for the same project. This implies that how many procurements 

a project should be divided in depends on each unique project. When talking about divisions foreign 

actors tend to be less positive than domestic contractors, mainly because they are more interested in large 

projects than in smaller projects.   

It is also worth mentioning that the nature of the CE-industry effectively restricts the number of potential 

bids because of economies of scale meaning that a firm needs to be relatively large in order to be 

competitive in the market, and this picture of the industry was confirmed during the interviews.  

4.2.6 Market share for foreign contractors   

As was mentioned in 3.2 Actors it is a fact that foreign actors tend to have higher market share for large 

projects than for small projects, and the Transport Administration’s opinion about this is that large 

projects are necessary for foreign actors to be able to regain the costs associated with entering a new 

market. Among contractors this explanation is also considered to be the main reason together with 

competitive advantages and disadvantages associated with large and small projects together with thoughts 

about risk management.  

Generally, large contractors present on the large European markets are much more experienced than 

Swedish contractors when it comes to technically advanced and large projects which give them a 

competitive advantage which is something that also some domestic contractors acknowledge. When it 

comes to smaller project, local knowledge about the market and local presence are often important which 

leads to a competitive disadvantage for those actors that have not branches nationwide. In this context it 

should be noted that local presence is not a static feature, and today several foreign actors have opened 

branches outside the major cities Stockholm and Gothenburg. When talking about the foreign contractors 

they are in several instances multinational enterprises with turnovers that by far exceed the turnovers for 

the domestic contractors25.  This implies that a failure in one large project does not jeopardize the 

existence of the firm because they have a much larger project portfolio in which they can allocate risks in 

different kind of projects and countries.  

In an attempt to get foreign contractors more interested in small projects more information and 

documentation regarding smaller projects the Transport Administration will in the future translate more 

documents to English. By translating the Transport Administration hopes that foreign actors will be able 

to see the attractiveness in either combining several smaller projects in the same area during the same 

time26  or to bid for small projects in connection to other large projects. The underlying reason is to 

intensify the competition for the slightly smaller projects (i.e. projects with a project value of less than 100 

Million SEK). 

An interesting thing in this context is whether foreign actors will continue to gain market shares which 

they have done over the last years. In this issue it is easy to see a difference between domestic and foreign 

contractors. Generally, the Swedish contractors believe that it will be difficult for the foreign actors to 

increase their market share in the future while the foreign actors are of the opposite opinion. That they are 

of different opinion is not strange but the interesting thing is that both sides are using basically the same 

argument.  

Foreign actors are of the general opinion that relatively large projects are an important feature for entering 

a market due to high establishment costs, but after establishment even smaller projects would be of 

                                                      
25 With exception for Skanska which is one of the largest contractors in the world. 
26 Thus reaching a high total project volume despite that single projects are small. 
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interest. A common opinion from domestic contractors is that the existence of large projects is essential 

for foreign actors, but that they probably will turn to other markets when the large projects are completed 

due to lack of interest in smaller projects and low margins in Sweden.  

In this context it is worth noting that several foreign contractors present on the Swedish market today are 

not just focused in the largest projects. When talking about margins it should be noted that the margins on 

the Swedish market are not significantly higher or lower than on any other market in Europe (Deloitte, 

2012a). 

4.2.7 Have new actors contributed to a better productivity?  

Besides the obvious contributions in terms of an intensified competition it is interesting to investigate 

whether the new actors have contributed with new competences and new ways of working to the Swedish 

market.  

To some extent it is clear that they have contributed because they have been able to gain market shares on 

the market, and as mentioned in 4.2.6 Market share for foreign contractors, the domestic contractors generally 

acknowledge that the foreign actors tend to have a competitive advantage in large and complex projects. 

However, according to domestic contractors, it is sometimes hard to know exactly what type of 

competence and methods that they have brought here because the techniques and methods used in the 

projects are not always visible for other contractors. More visible contributions to the market that have 

been mentioning is purchases from a wider range of countries (i.e. leading to cheaper purchases) and the 

use of cheaper laborer, mostly from eastern Europe.  

In this context it is necessary to explain why laborer from other countries might be cheaper than Swedish 

laborer despite the existence of collective agreements on the laborer market. Basically there are two factors 

that can make foreign laborer cheaper (Petersson, 2012): 

1. Foreign laborer only earns 88% of the agreed Swedish salaries because they do not have a Swedish 

professional qualification which is a requirement for those extra 12%.  

2. Foreign laborer pays social-security contributions in their homeland which in most cases are 

significantly lower than in Sweden. 

When reading those numbers it might sound irrational to hire Swedish laborer because the cost per hour 

would then be significantly higher, but several actors point out that the cost per hour does not tell the full 

picture. The most frequently mentioned drawbacks when using foreign are the need for language literate 

site management and costs associated with educating the laborers.  

Another contribution made by the foreign contractors (acknowledged by domestic contractors) is a more 

extensive use of shift work, meaning that the site is active more hours per week. Historically the working 

week for workers in the CE-industry has been daytime from Monday to Thursday which implies that the 

site is inactive most of the time but with shift work it is possible to both complete the work earlier and to 

get a higher usage rate for machinery and equipment. More shift work has not been well received by the 

trade unions, and another potential disadvantage is that shift work requires more management personnel 

basically because the site is active more hours.  

4.2.8 Has the productivity increased over the latest years? 

The main objective with the Transport Administration’s efforts over the last years when it comes to 

improving competition as well as working more with turnkey contracts27 has been to improve the 

productivity in the industry. Their opinion is that the productivity decreased up until 2010, but that their 

                                                      
27 Other efforts have also been made, but those are out of the scope for this thesis.  
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efforts now have now has started to result in higher productivity. From the contractors many different 

answers were given but none felt that the productivity had decreased but several pointed out the 

difficulties in measuring productivity and the heterogeneity of the projects.   

Several respondents wanted to divide the question into two where they felt that the productivity of the 

actual construction had increased but where the process had not shown any significant signs of 

improvement. With process they meant things such as reviews of procurements, long lead times for 

decisions and a very detailed procurement process. One respondent compared the Swedish review process 

to the process in other countries. In Sweden a project cannot start during the review process while in 

many other countries the project can start while the review process goes on which saves time, and if there 

have been any inaccuracies in the procurement process then the affected firm gets economic 

compensation for this from the procuring authority (i.e. the Transport Administration). By long lead time 

the respondents meant both the long process leading up to a decision to undertake a project or not as well 

as occasionally very long times from submitting bids to appointing a contractor.   
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5 Analysis 
 

. 

This chapter follows the same structure as the findings chapter part starting with an analysis of how the Transport 

Administration are using turnkey contract followed by an analysis about the competition on the market. 

 . 

5.1 Turnkey contracts 

There is generally a positive attitude towards turnkey contracts within the industry, both from the 

Transport Administration and from the contractors’ meaning that a more extensive use of turnkey 

contracts is desirable. However, from the interviews it seems relatively clear that turnkey contracts are 

used in a way that effectively reduces the potential inherent in turnkey contracts. Both the Transport 

Administration and the contractors acknowledge the importance of adequate degrees of freedom as a 

necessity for successful turnkey projects. Still all contractors think that the degrees of freedom are far too 

few to effectively utilize the potential advantages.  

As mentioned in 4.1.1 General opinions about turnkey contracts, the Transport Administration has historically 

had a significant amount of in-house capabilities in construction and design. These historically extensive 

in-house capabilities have probably made the transition to using turnkey contracts slowly, but it does not 

explain why most contractors still today perceive that the degrees of freedom are too few. This is not an 

easy question to answer since representatives for the Transport Administration are aware of their own 

history but their opinion is that the degrees of freedom are significantly higher today than before. Several 

contractors suggested that the Transport Administration and their employees are too burdened by their 

history of working in projects using general contracts. By this the respondents meant that many of the 

Transport Administration’s representatives are used to using general contracts to be able to work with 

turnkey contracts in an optimal way.   

In this context it is necessary to mention that the quoted prices for turnkey contract projects have been 

significantly lower than prices for projects using general contracting according to the Transport 

Administrations own estimations. This is something that indicates the huge potential inherent in using 

turnkey contracts, because the number shows potential cost savings (i.e. higher productivity) for turnkey 

contracts despite the contractors’ opinion about too few degrees of freedom. The analysis of this is that 

turnkey contracts have some advantages over general contracts even in the presence of too few degrees of 

freedom, and there is likely that the advantages would be even more substantial if more degrees of 

freedom are allowed.  

There is anyhow necessary to here point out that low quoted prices do not necessarily lead to lower total 

costs and that the Swedish National Audit Office has come to the conclusion that productivity in turnkey 

projects is lower than in general contracting projects (National Audit Office, 2012). The implication of 

this is that the picture about both the advantages with turnkey contracting is somehow ambiguous but 

there are reasons to believe that the advantages are more substantial than the drawbacks. Additionally the 

contractors think that there are advantages with turnkey contracting compared to general contracting 

because they together with the consultants can come up with a design proposal that is suited for their own 

production methods despite few degrees of freedom. 

When discussing the degrees of freedom there are different restrictions for how many degrees of freedom 

that can be allowed. For example, in urban environment there might be restriction due to the character of 

the city. There might also be other restriction, such as approved railroad and road plans. The implication 

of this is that turnkey contracts sometimes become inefficient, because there is not possible to allow for 

adequate degrees of freedom due to various restrictions.    
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It should be noted that bundling of products which turnkey contracts are examples that might affect the 

competition negatively according to theory because companies’ might be excluded from the market. Based 

on the interviews this does not seem to be a severe problem because almost all contractors were positive 

about turnkey contracts and the large contractors are all able to bid for projects with both turnkey 

contracts and with general contracts. Mid-size contractors without design capabilities are probably not 

very positive towards the use of turnkey contracts. Taking the market situation into consideration this is 

probably not a major issue since the market consists of some large contractors but very few mid-size 

contractors.     

An important implication of putting design under competition is that it might be easier for foreign 

contractors to enter the Swedish market because they can compete not only for the construction but also 

for the design. As mentioned before there are potential advantages for domestic contractors due to local 

presence, market knowledge and access to raw material. If the client also includes a responsibility for the 

design in the contract the importance of these factors might diminish because foreign actors are given the 

opportunity to compete with a potentially better design solution. This does not mean that foreign 

contractors automatically are better in design, but it is likely that turnkey contracts compared to general 

contracts will give foreign contractors better opportunities to compete and thus make the Swedish market 

more attractive for foreign actors. Another important implication with procuring projects with turnkey 

contracts is that it allows for new ideas regarding design and technical solutions from other countries. This 

is obviously not the case in general contracting where the client prescribes both the technical and design 

solutions. 

Even though there are reasons why the competition might be higher when using turnkey contracts it is a 

fact that the number of bids per procurement are lower for turnkey projects than for general projects. The 

reasons for this according to the respondents is that it takes time to adapt to the more extensive use of 

turnkey contracts and more expensive bids, which is discussed below.   

A problem that has been brought up is how the Transport Administration tries to transfer as much risk as 

possible to the contractors. Based on theory about the risk adverse nature of humans this is an expected 

situation since the Transport Administration as the client is the only entity that can decide how risks 

should be allocated in the projects. This theory only explains why there might be incentives for the 

Transport Administration to transfer risk but it does not explain whether it is appropriate. In theory about 

risk management it is stated that risk should be handled by the entity that is in best position to handle and 

assess the particular risk.  

It seems as if that condition is frequently violated when the Transport Administration tries to transfer the 

risks associated with their own solutions for which they probably are in the best situation to handle. The 

implication of this inappropriate risk transfer is added risk premiums in the bids quoted by the contractors 

which is socioeconomic inefficient. However, it is clear how to solve this problem because the problem 

only arises because the Transport Administration prescribes design and solutions, and if they did not the 

problem would disappear. The other solution would be to instead procure the project as a general contract 

for which the client is responsible for all design.  

When discussing the appropriateness in compensating bidders for some of their costs associated with 

preparing the bids there is no clear opinion among the contractors. It is important to note that the bidding 

costs will be paid by the client in some way, either through compensating bidders or to pay the bidding 

costs as a part of the contractor’s quoted price.  

Those who think that compensation is unnecessary use the argument that you both win and lose projects. 

That is in some sense true which makes a compensation policy unnecessary for ordinary projects, but it is 

reasonable to compensate in more complicated projects where the bids costs money and it makes sense to 
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compensate bidders then. The underlying rationale for this is that the number of projects decreases with 

an increased complexity, and for a very complicated project it might be impossible to recover the bidding 

costs by winning the procurement for other similar projects. This is because there are no such projects. In 

the end this could lead to fewer bids (or more expensive bids) for more complicated projects because the 

contractors anticipates that it would be very hard for them to recover the bidding costs if they do not win 

the procurement for the actual project.  

As mentioned before, a responsibility for operation & maintenance (M&O) has occasionally been included 

in turnkey contracts as a measure to guarantee the level quality and to better incorporate a LCC28 

dimension in the procurements. The reason why this is not always included is mainly because of 

difficulties in reaching economies of scale for M&O and potential severe consequences for the intensity of 

competition, both factors mentioned in 3.5.1 Turnkey contracting and 4.1.4 To include Maintenance and 

Operations (M&O) in turnkey contracts. To argue against the difficulties in reaching economies of scale is 

hard, at least with today’s methods for M&O. The consequences for the intensity of competition are 

probably the main reasons why not including a responsibility for M&O. Measures that might reduce the 

level of competition are highly undesired if one want to increase the productivity.  

Competition becomes biased when including a responsibility for M&O for two reasons; first it give the 

company already responsible for the M&O in the area a competitive advantage, and secondly it gives 

companies with an own M&O department a competitive advantage. These consequences are enough for 

not including M&O, but this biased competition also has another implication. Generally, domestic 

contractors have larger M&O departments in Sweden than foreign contractors and this might give 

domestic contractors a competitive advantage if including a responsibility for M&O. For a contractor that 

plans to establish in Sweden responsibilities for M&O might reduce the attractiveness of the market 

because a need to both establish a M&O department and to be present on the Swedish market for at least 

the duration of the M&O contract.  

These consequences imply that including a responsibility for M&O probably has much more severe 

negative consequences than positive consequences. It is not hard to understand the underlying reason for 

including a responsibility for M&O and for an individual contractor it is likely that this responsibility will 

lead to more careful LCC-and quality considerations. As several companies pointed out, this objective is 

possible to reach in other ways, for example by prolonging the guarantee time which probably is a correct 

analysis. This analysis about including a responsibility for M&O goes in line with the analysis in Lind & 

Borg (2010 ) where they also discuss the potentially severe consequences for the intensity of completion 

when bundling products together. In one of the few projects were a responsibility for M&O have been 

included the cost for the project was actually 5% lower than budget, but there are good reasons to believe 

that those potential savings in the long run are outnumbered by disadvantages in due to a biased 

competition. 

When it comes to the Transport Administration’s objective of 50% turnkey contracts before the end of 

2018 this objective is generally appreciated by the contractors because they are positive towards the use of 

more turnkey contracts. The reduced costs associated with using turnkey contracts imply that using 

turnkey contracts more extensively is desirable, but it is very important to note that 50% is just a number 

that does not tell whether the degrees of freedom are on an adequate level or not. It is easy to reach the 

50%-objective by simply changing the name of general contracts and instead call them turnkey contracts. 

A potential solution to this would be to either change the objective or to add an additional objective.  

                                                      
28 Life Cycle Cost 
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5.2 Competition on the market  

Generally it can be said that all contractors on the market believe that the competition has increased over 

the last years, and that is desirable on a market that earlier has been characterized by an oligopoly 

situation. There are no reasons to believe that it would be wrong since the continuous influx of foreign 

contractors inevitable leads to more contractors competing for the same projects which results in an 

intensified competition. When foreign actors are entering the Swedish market there is in the long run a 

risk that domestic contractors might default as a consequence of the intensified competition which then 

would lead to a less intensive competition. However, this is not a real problem because competitive 

contractors will normally survive and there are normally the non-competitive that will default in a situation 

of intensive competition.  

What is brought up as a risk with this development is that an intensified competition together with having 

price as the in practice only decisive factor when appointing contractors is that it might lead to very low 

margins for the contractors, because the only way to get a project is to quote a very low price (alternatively 

that contractors get projects because of their own miscalculations).  

The consequences of this might be that there are no resources for development for the contractors 

because of low quality and eventually defaulting contractors. One might think that defaulting contractors 

is a minor problem but a major problem here is that the entire industry is affected; first that defaulting 

contractors and secondly those contractors who do not want or cannot dump their prices because they 

will not win any procurements. This situation is undesirable, but a potential reality as exemplified by the 

Polish construction industry where this situation has led to defaulting contractors and disappointed clients 

(Deloitte, 2012b). A way to avoid this problem is to develop methods for selecting contractors not only 

based on price, but also based on other variables.  

Other variables that should be considered from a socioeconomic point of view could be variables that are 

taking sustainability into account, such as encouraging the use of environmental friendly materials which 

leads to ecological sustainability. Another suggestion is to award LLC considerations which lead to 

financial sustainability.   

The use of turnkey contract with adequate degrees of freedom might solve this problem to some extent 

because it is possible to be able to quote a low price due to a smart design, but still there is a substantial 

problem to pay too much attention to the quoted price.   

Based on the interviews it seems like the Swedish market is considered to be relatively attractive because 

the volume on the market is relatively stable (due to a large share of stable public infrastructure 

investments), high level of transparency and low corruption. Other factors such as a relative small size of 

the market make the market less attractive, at least for contractors from major markets in Germany, 

France and Spain. Commitment from different authorities to attract foreign actor is something that might 

change over time, but generally both domestic and foreign contractors are satisfied with the efforts made 

by the Transport Administration.  

It is positive that the domestic contractors welcome the increased competition and sees it as an 

opportunity to learn more. It also indicates that the Swedish contractor will continue to be important 

players in the future which are important for the competition. The foreign actors have generally 

appreciated the Transport Administration’s efforts advice about the market and how the Transport 

Administration has worked with removing problems associated with vertical integration.  

Some suggestions that have been brought up are allocating even more resources for attracting foreign 

actors and to translate more documents into English. There is always room for improvements, but it 

seems as if the Transport Administrations has reached relatively far in this area. In connection to the 
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potential problems with having price as the most deceive factor, a development of how the Transport 

Administration select and appoint contractors is desirable to attract even more foreign actor. The reason is 

that the attractiveness of the market will decrease if the only way to compete is by quoting the lowest price 

and this potential problem was brought up during the interviews.  

The number of bids can be seen as a measure of the intensity of competition even though a high number 

of bids do not necessary results in a high competition29, but it is a good indication of the intensity of 

competition. The number of bids is restricted by the number of actors present on the market and the 

structure30 of the market. These two factors are hard to change, and even though the Transport 

Administration tries to attract more foreign actors, the number is still restricted by the relative small size 

of the Swedish market. This implies that the number of bids per procurement in Sweden will probably 

never reach the same numbers as for example Germany but that does not mean that it is impossible to 

increase the number of bids from today’s level.  

An important feature of the public procurement act is that Company A is not allowed to know the 

content of companies’ bids. This means that the margins for Company A will be the same for 

procurements with one bid submitted as well as for procurements with 30 bids submitted. Despite this 

feature of the public procurement act it is desirable with more bids since many bids increases the 

probability for a good bid to win the procurement. Intense competitions between many contractors will 

inevitable force the contractors to improve and develop in order to be able to win procurements. If we 

neglect the potential influx of new actors it is reasonable that the numbers of bids will increase with a 

better planning from the Transport Administration. This means to give adequate time for the contractors 

to produce the bids, enough time to implement the projects and better plan when to actually implement 

and initiate projects.  

In this context it should be noted that foreign contractors often have their tender process in another 

language than Swedish31 which implies that they have to translate all tender documents from Swedish and 

then they need to translate all their own produced documents to Swedish again in order to submit their 

bid. This process normally takes a few weeks in total which means that for attracting more bids from 

foreign contractors it is important that sufficient time is given for the tender process.  

It is known that foreign actor have a considerably higher market share for large project than for smaller 

projects. This is probably because of the high costs of establishments, competitive advantage for large 

projects and risk management considerations. High costs associated with establishment are well-known 

when entering a new market and this might be even more important in the CE-industry because of the 

need for machinery and equipment. This factor is probably impossible to overcome but it should be noted 

that actors from the Nordic region have entered the Swedish market through mid-size project (and not 

through projects worth billions of SEK). The answer is probably the similarities between the Nordic 

markets which make the establishment costs lower.  

Even though the domestic contractors would gain more competence in complex infrastructure projects it 

is still likely that foreign large contractors will continue to have a high market share for large projects. This 

is because they have larger project portfolios which make the risk diversification easier for them. It is 

reasonable that domestic firms are required to add a higher risk premium for complex project in order to 

not jeopardize the existence of the firm in comparison the larger foreign firms that can easier diversify. 

                                                      
29 Consider procurement with 15 bids, but where only two bids are close to the winning bid compared to 
procurement with fewer bids but where all bids are very close to the winning bid. 
30 In a market such the CE-market where economies of scale are important the number of actors is restricted 
because a substantial firm size is necessary.  
31 Swedish is the language for most of document (including tender documents) produced by the Transport 
Administration. 
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This added risk premium will inevitable result in a competitive disadvantage for domestic and relatively 

small contractors. Therefore it is likely that we also in the future will see a higher market share for foreign 

contractors for large-scale projects. 

The argument for that is that domestic contractors earlier have had a competitive advantage for small 

projects because they are present on a more local level than their foreign counterparts, but in later time 

several foreign contractors have established local branches outside the major cities. One argument that has 

been brought up by domestic contractors is that the foreign contractors will not stay on a low-margin 

market when there are no large-scale projects anymore. Reasons against this are that the stream of large 

infrastructure projects will not end because there are still infrastructural challenges that need to be solved 

in order to create a sustainable society32. Secondly the margins in Sweden are not significantly lower than 

in the rest of Europe, and thirdly there is a tendency for foreign contractors to be active on a more local 

scale which makes them competitive even for smaller projects.  

Another thing that potentially will affect the market share for foreign contractors is whether the use of 

turnkey contract will increase or decrease. In the analysis that was described earlier is that an increased use 

of turnkey contracts will create better opportunities for foreign actors to compete on the market. 

It would not be good to attract foreign contractors if they do not contribute to productivity which is the 

underlying objective. Based on the finding in this study it is clear that they actually have contributed to a 

better productivity within the industry. Firstly, they have contributed to a more intense competition which 

normally drives productivity. Secondly, they have brought new techniques and ways of working to the 

Swedish market.   

When it comes to the techniques used in the projects it is sometimes hard to know what they have 

brought to market because of the lack of transparency. This potential problem with transparency will 

probably be solved soon because the employees are changing employers and this transition will spread the 

knowledge and competence in the industry. The foreign actors have also introduced a more extensive use 

of cheaper labor from Eastern Europe together with a more extensive use of shift work.  

The use of cheap labor from outside Sweden is made possible through the membership of the European 

Union and the result of this is less expensive construction projects which are positive (even though the 

differences in salary are decreasing33). It is likely that the differences in salary will decrease even further 

and it is reasonable to think that the extensive use of shift work constitutes a more permanent 

contribution. The reason for that is because it can result in a better usage of machinery and equipment (i.e. 

higher productivity) as well as shorter project times which is positive both for the productivity in the 

industry and for the society.  

A problem with shiftwork can be that it requires more management staff, but that is probably a minor 

problem because other industries are using shift work successfully and there is literature that points out 

shift work as potential solution for decreased construction times and higher usage of machinery and 

equipment (Hanna, Chang, Sullivan, & Lackney, 2008).  

It is hard to really analyze the productivity in the industry because there is no reliable research conducted 

about the productivity in the Swedish CE-industry. Even though there would have been figures available, 

there is still no generally accepted method of how to measure productivity in the industry. This is 

problematic when discussing productivity within the industry.  

                                                      
32 Sustainable can be interpreted in several ways, both environmental sustainable as well as to preserve and Sweden’s 
competitiveness.   
33 Between 2000 and 2010 the average gross salary in Sweden increased by 26% whereas the same figure for the 
Baltic countries Estonia, Latvia and Lithuania was 138% (Eurostat, 2011). 
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As mentioned earlier, the Transport Administration’s own numbers for 13 turnkey projects did show that 

the bids in all cases were significantly lower than their own calculations based on historical costs for 

general contracting projects. Even though the numbers are not calculated by an independent agency it is 

still difficult to draw any other conclusion than that costs actually are lower for turnkey contracts than for 

general contracts. Since there are no obvious signs that the margins in turnkey contracts would be lower 

than the margins in general contracts it seems as if the increased use of turnkey contracts have led to 

situation with no obvious losers.  

Another impression from the actors within the industry is an increased competition due to the influx of 

foreign actors, and generally competition leads to higher productivity through lower prices and a higher 

degree of innovation. There are no reasons why the Swedish market should be different in this sense, but 

as mentioned before about the Polish construction market there are risks with an intense competition 

combined with having price as the only deceive factor when appointing contractors.  

Above there are only arguments about why the productivity might have increased over the latest years but 

several contractors mentioned a complex and time consuming process leading up to the initiation of a 

project. The impression is that this process has not been more efficient or less complex over the latest 

years. If we assume that most projects are started for the reason to fulfill a need for the society, there is 

highly undesirable with an overly complex and time consuming process because it costs money and takes 

time. However, there are two major indications that the productivity has increased over the latest years; a 

more extensive use of turnkey contracts and an intensified competition which both probably have resulted 

in a positive productivity development. 
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6 Conclusions  
 

. 

This chapter concludes the study and begins with conclusions and recommendations and continues with a section about major 

limitations and suggestions for further research. 

. 

6.1 Conclusions and recommendations 

As a starting point for this section it is relevant to rephrase the research question: 

Have the Transport Administration’s effort with using turnkey contracts and efforts to improve competition been successful in 

terms of enhanced productivity and what can be done differently in the future?    

This question cannot be answered with a simple yes or no. It is complicated to analyze productivity within 

the industry due to lack of reliable numbers but it is easier to discuss the level of competition which is 

strongly connected with productivity.  

Turnkey contracts are bundled products where design and the actual construction is packaged together, 

and in theory it is often emphasized that the bundling of products in general leads to a decreased 

competition because more competence is required from each supplier. At the same time strong advantages 

associated with turnkey contracts are the possibilities for the contractors to come up with a smart solution 

and an innovative design.  

Another advantage is due to the market structure of industry. In most industries, market knowledge and 

local presence are two factors that often acts in favor for local suppliers (here domestic contractors) and 

the construction industry is no exception. In presence of these factors it might be hard for foreign 

contractors to compete if the actual construction is the only task that is procured. If the procuring 

authority bundles design and the actual construction together it is more likely that foreign contractors will 

be competitive since the disadvantages associated with not being a local player can be compensated with 

other competencies.  

Generally it can be said that all contractors would like to see more degrees of freedom in the turnkey 

contracts. This is important for reaching both a better competition and a higher productivity. Too few 

degrees of freedom in turnkey contracts have several drawbacks. The two most substantial are that the 

advantages with turnkey contracts are not fully utilized together with a potentially inappropriate risk 

transfer between the client and the contractor.  

A major problem here is the lack of reliable numbers and figures which makes it hard to confirm whether 

the more extensive use of turnkey contracts has led to a higher productivity or not. Anyhow, the analysis 

shows that turnkey contracts can enhance both competition and productivity within the industry but more 

studies are needed to be conducted in order to confirm this picture.  

When it comes to the Transport Administration’s work to attract more foreign actors the increased 

market share for foreign contractors is the ultimate evidence. Even though the membership in the 

European Union probably has contributed to the increased market share it is important to empathize that 

most contractors (both domestic and foreign) are satisfied with the efforts made by the Transport 

Administration.  

More contractors on a market leads to an intensified competition and based on this study it seems as if the 

foreign contractors also have brought new competence, methods and techniques to the market which is 

positive for the development of the productivity.  To summarize this, several evidence points in the same 
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direction, namely that the Transport Administration’s efforts have resulted in a higher productivity. It is 

hard to confirm this conclusion due to the often mentioned lack of reliable numbers and figures.    

However, there are some things that probably need to be considered to further increase the competition 

and productivity in the industry, and the most important recommendations based on my research are 

summarized below: 

More degrees of freedom are needed in the turnkey contracts to fully utilize the contractors’ competence and to 

get a more optimal risk distribution between the contractor and the client. The problem with the risk 

distribution would disappear if the Transport Administration instead of prescribing different solutions 

allows the contractors to come up with their own solutions. If the client knows what they want or if it is 

not possible to allow for adequate degrees of freedom they should instead use another contracting form.   

Avoid including a responsibility for M&O in the turnkey contracts. One major advantage with including a 

responsibility for M&O is the potential for more careful LCC-considerations. Several contractors 

mentioned that this can be solved through the guarantee time instead. Including M&O is something that 

favors some actors in front of others and thereby leads to a distorted competition which is undesired if 

increased productivity is the major objective.  

Compensate contractors when bidding is unusual expensive. For projects for which the design is complicated it is 

logic to compensate bidders for the portion of the cost that might be hard to recover from other projects. 

If they do not compensate a consequence might be that contractors avoid bidding for projects where they 

find it hard to be able to recover the bidding costs if they lose the actual procurement. 

Select contractor not only on the basis of the lowest quoted price. This is not very easy to do due to the Procurement 

Act, but as several contractors have mentioned, it should not be impossible to write tender documents in a 

way so that other variables than prices are given more importance.  This is important because otherwise 

the increased competition might end up in a situation with no winner (i.e. defaulting contractors and 

disappointed clients) as in Poland.  

Translate more project documents to English and assign more people working with attracting foreign contractors.  This has 

not been brought up as a major issue but since the costs for these measures probably are low in 

comparison to the advantages with a more intense competition it should be considered.  

6.2 Limitations and Suggestions for further Research 

The contributions of this research in terms of an understanding for how actors in the industry actually 

perceive the efforts made by the Transport Administration is seen as an important step towards an 

understanding of what drives competition and productivity within the industry. The organizations in the 

thesis have only been contractors and clients present on the Swedish market and most of the respondents 

have worked within the Sweden industry. The limitations this implies are obvious because it results in a 

lack of international perspective as well as an adverse selection among respondents. Therefore it would be 

very interesting to investigate the reason why some contractors are not present on the Swedish market.  

Another important limitation is the lack of accurate figures for productivity which makes it hard to 

analyze whether different measures actually have led to a higher productivity. In this thesis there is an 

assumed link between productivity and competition. In further research there is a need to confirm the 

relationship between competition and productivity for the Swedish CE-industry. 

The selection criteria for contractors interviewed in this thesis has been the contractors’ market share 

which means that smaller contractors are not included in the sample. This might be a problem since there 
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are reasons to believe that smaller contractors are less attracted by turnkey contracts because of the risks 

inherent as well as the need for design capabilities which might lead to lower competition.  

The respondents in this thesis have been just one client and several contractors, and that might be a 

limitation since there are other clients within the industry. There are also other types of companies in the 

value chain in the industry, such as consultant firms which are significantly affected by the choice of 

contract form.   

To summarize, the suggestions for further research are listed below: 

A broader international perspective. Analyze organizations that are not present in Sweden and interview people 

with international experience. There are two reasons for that. Firstly, to understand the reasons why 

various contractors are not present on the Swedish but also to be able to understand and analyze the use 

of turnkey contracting on other markets than the Swedish market. That would to help understand what 

prerequisites that is necessary for a successful use of turkey contracts. 

Conduct precise measurement of productivity. There has been much research in this field, and there is a need to 

actually implement the theories developed in the industry in order to obtain accurate figures for 

productivity. This is needed in order to fully understand the drives for productivity within the industry. 

Confirm the relationship between productivity and competition. This will help to understand if an intensified 

competition actually leads to better productivity in the industry.    

An extended sample. To be able to understand what drives competition and productivity in the entire 

industry there is a need to also include more clients, smaller contractors and consultancy firms in the 

sample. 

Other factors. There are other factors that drive competition and productivity. I believe that there is a need 

for more research about partnering in the industry and how it should be implemented because several 

contractors have mentioned the potential advantages with partnering. According to them these potential 

advantaged are not fully utilized in the industry due to various reasons and it would be important to 

understand why. 
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 Participating companies Appenix A
Contractor Founded 

Skanska  1887 

Svevia 2009 

NCC 1988 

PEAB 1959 
Appendix table A-1. Domestic contractors included in the study. 

 

Contractor Country of origin Founded Established in Sweden since 

Lemminkäinen Finland 1910 1994 

Bilfinger  Germany 1880 2001 

Veidekke Norway 1936 2002 

Strabag Germany 1835 2005 

Acciona Spain 1997 2012 
Appendix table A-2. Foreign contractors included in the study.  
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 Interview guides Appenix B

Frågor till svenska aktörer / Questions to Swedish contractors 

 

Bakgrund, företag och intervjuperson / Background, company and respondent 

1. Er historia och erfarenhet från tidigare projekt? 

Your history and experience from previous projects? 

 

2. Er internationella erfarenhet? 

Your international experience? 

 

3. Sammansättning av den egna organisationen (svenska och utländska arbetare)? 

The composition of the own organization (Swedish and foreign employees)? 

Ökad användning av totalentreprenader / increased use of turnkey contracts 

4. Vad anser ni om Trafikverkets satsning på att öka antalet totalentreprenader? 

What is your opinion about the Transport Administrations efforts to increase the use of turnkey contracts? 

 

5. Vad anser ni krävs för att en totalentreprenad ska bli framgångsrik? 

What do you see as essential for a successful implementation of a turnkey contract? 

 

6. När är det lämpligt att använda sig av totalentreprenader? 

When is it according to you suitable to use turnkey contracts? 

 

7. Vad anser ni om att betala ut ersättningar för att entreprenörer ska lämna anbud vid 

totalentreprenader? 

What is your opinion about the idea to compensate bidders for their tendering costs in turnkey contracts? 

 

8. Vad anser du om den riskförskjutning från beställare till utförare som en användning av 

totalentreprenader innebär? 

What is your opinion about the risk transfer from the client to the contractor which is a consequence of using 

turnkey contracts? 

 

9. Vad anser du att den potentiella ökningen av innovationer inom anläggningsbranschen som 

totalentreprenader antas leda till? 

What is your opinion about the potential increase of innovations when using turnkey contracts? 

 

10. När anser du att det är rimligt att även inkludera drift- och underhållsåtaganden i en 

totalentreprenad? 

When do you think it is suitable to include a responsibility for operations and maintenance in a turnkey contract? 

 

11. Enligt din uppfattning, leder den ökade satsningen på totalentreprenader till en högre 

produktivitet? 

According to your opinion, does the increased use of turnkey contracts lead to a higher productivity? 
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12. Tror du att totalentreprenader kommer att vara den vanligaste entreprenadformen inom de 

närmaste 10-15 åren? 

Do you believe that turnkey contracts will be the most common contracting form within 10-15 years? 

Trafikverkets arbete för att förbättra konkurrensen på marknaden/The Transport 

Administration’s efforts to improve competion on the market 

13. Anser ni att den svenska anläggningsmarknaden är en attraktiv marknad för anläggningsföretag att 

verka i? 

Do you see the Swedish CE-market as an attractive market for contractors? 

 

14. Vad anser ni om Trafikverkets arbete för att attrahera fler utländska aktörer till den svenska 

marknaden? 

What is your opinion about the Transport Administration’s efforts to attract more foreign actors to the Swedish 

market? 

 

15. Anser du att saker skulle kunna göras annorlunda för att fler anbud ska lämnas vid 

upphandlingar? 

Do you believe that things could be done differently in order to attract more bids for each procurement? 

 

16. Anser du att svenska aktörer gynnas vid upphandlingar av Trafikverket? 

Do you think that Swedish contractors are favored in the Transport Administration’s procurements? 

 

17. Anser ni att de utländska bolagen som har etablerat sig på den svenska marknaden har tillfört ny 

kompentens till marknaden? 

Do you think that the foreign actors that have entered the Swedish market have brought new competence to the 

market? 

 

18. Vad är skälet enligt dig till att relativt få aktörer har så en pass stor andel av Trafikverkets totala 

projektvolym? 

According to you, what is the reason why relatively few actors have such a substantial part of the Transport 

Administration’s total project volume? 

 

19. Anser du att utländska bolag kommer att ha en större marknadsandel om 10-15 år än idag? 

Do you believe that foreign actors will have market share within 10-15 years than they have today?   

Stora och små projekt/Large and small Projects 

20. Vad anser du vara skälet till att svenska entreprenörer tenderar till att ha en lägre marknadsandel 

för stora projekt jämfört med mindre projekt? 

What do believe to be the reason why foreign actors tend to have a higher market share for large projects than for 

smaller projects? 

 

21. Vad anser du om Trafikverkets arbete att ibland dela upp en stor entreprenad i flera mindre för 

att uppnå en högre konkurrens? 

What do you think about the Transport Administration’s strategy where they sometimes divide a large contract 

into several smaller contracts to reach a more intense competition?  
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Marknaden i stort/The market in general 

22. Vad anser du om konkurrensen på den svenska anläggningsmarknaden? 

What is your opinion about the competition on the Swedish CE market? 

 

23. Anser du att produktiviteten på den svenska marknaden har förbättrats under den senaste 

femårsperioden? 

Do you believe that the productivity have been improved on the market over the last five years? 
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Frågor till utländska aktörer / Questions to foreign contractors 

 

Bakgrund, företag och intervjuperson / Background, company and respondent 

1. Er historia och erfarenhet från tidigare projekt? 

2. Your history and experience from previous projects? 

 

3. Er internationella erfarenhet? 

Your international experience? 

 

4. Hur länge har ni funnits i Sverige? 

For how long has your company been present in Sweden? 

 

5. Sammansättning av den egna organisationen (svenska och utländska arbetare)? 

The composition of the own organization (Swedish and foreign employees)? 

Inträde till den svenska marknaden/Entry to the Swedish market 

6. Skäl till etablering på den svenska marknaden? 

The reasons for entering the Swedish market? 

 

7. Anser du att den svenska anläggningsbranschen är en attraktiv bransch för utländska aktörer? 

Do you see the Swedish CE-market as an attractive market for foreign contractors? 

 

8. Vad är skälet enligt dig till att relativt få utländska entreprenörer finns etablerade i Sverige? 

What is the reason according to you why relatively few foreign actors are established in Sweden? 

 

9. Hinder för att etablera sig i Sverige vad gäller tillämpning av regler och praxis? 

Barriers for entering the Swedish market in terms of rules and regulations? 

 

10. Övriga hinder, exempelvis språkliga och kulturella? 

Other barriers, e.g. language and cultural barriers? 

Trafikverkets arbete för att attrahera utländska aktörer/The Transport Administration’s efforts to 

attract more foreign actors 

11. Vad anser ni om Trafikverkets arbete för att attrahera fler utländska aktörer till den svenska 

marknaden? 

What is your opinion about the Transport Administration’s efforts to attract more foreign actors to Sweden? 

 

12. Anser du att saker skulle kunna göras annorlunda för att attrahera fler utländska aktörer att lämna 

anbud? 

Do you believe that things could be done differently in order to attract more bids from foreign actors for 

procurements? 

 

13. Anser du att utländska aktörer missgynnas vid upphandlingar av Trafikverket? 

Do you think that foreign contractors are disfavored in the Transport Administration’s procurements? 
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14. Anser du att utländska bolag kommer att ha en högre marknadsandel om 10-15 år än vad de har 

idag?  

Do you believe that foreign actors will have a higher market share within 10-15 years than they have today?   

Stora och små projekt/Large and small projects 

15. Vad anser du vara skälet till utländska entreprenörer tenderar att ha en högre marknadsandel för 

stora projekt jämfört med för små projekt? 

What do believe to be the reason why foreign actors tend to have a higher market share for large projects than for 

smaller projects? 

 

16. Vad anser du om Trafikverkets arbete att ibland att dela upp en stor entreprenad i flera mindre 

för att uppnå högre konkurrens? 

What do you think about the Transport Administration’s strategy where they sometimes divide a large contract 

into several smaller contracts to reach a more intense competition?  

 

Ökad användning av totalentreprenader /The increased use of turnkey contracts 

17. Vad anser ni om Trafikverkets satsning på att öka antalet totalentreprenader? 

What is your opinion about the Transport Administrations efforts to increase the use of turnkey contracts? 

 

18. Vad anser du om den riskförskjutning från beställare till utförare som en användning av 

totalentreprenader innebär? 

What is your opinion about the risk transfer from the client to the contractor which is a consequence of using 

turnkey contracts? 

 

19. Vad anser ni krävs för att en totalentreprenad ska bli lyckad? 

What do you see as important for a successful implementation of a turnkey contract? 

 

20. När är det lämpligt att använda sig av totalentreprenader? 

When is it suitable to use turnkey contracts? 

 

21. Vad anser du att den potentiella ökningen av innovationer inom anläggningsbranschen som 

totalentreprenader tros leda till? 

What is your opinion about the potential increase of innovations when using turnkey contracts? 

 

22. När anser du att det är rimligt att även inkludera drift- och underhållsåtaganden i en 

totalentreprenad? 

When do you think it is suitable to include a responsibility for operations and maintenance in a turnkey contract? 

 

23. Tror du att totalentreprenader kommer att vara den vanligaste entreprenadformen inom 10-15 år? 

Do you believe that turnkey contracts will be the most common contracting form within 10-15 years? 

Marknaden i stort/The market in general 

24. Vad anser du om konkurrensen på den svenska anläggningsmarknaden? 

What is your opinion about the competition on the Swedish CE market? 
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25. Anser du att produktiviteten på den svenska marknaden har förbättrats under den senaste 

femårsperioden? 

Do you believe that the productivity have been improved on the market over the last five years? 

Frågor till respondent nr. 1 Trafikverket/Questions to respondent nr. 1 Transport 

Administration 

 

Bakgrund, företag och intervjuperson/Background, Company and respondent 

1. Er historia och erfarenhet från tidigare projekt? 

Your history and experience from previous projects? 

 

2. Er internationella erfarenhet? 

Your international experience? 

 

3. Sammansättning av den egna organisationen (svenska och utländska medarbetare)? 

The composition of the own organization (Swedish and foreign employees)? 

 

4. Er branschdrivande roll? 

Your organization’s industry developing role? 

Ökad användning av totalentreprenader / increased use of turnkey contracts 

5. Vad är det främsta skälet till Trafikverkets satsning på ett ökat antal totalentreprenader? 

What is the main reason for the Transport Administration’s efforts to use turnkey contracts more extensively? 

 

6. Vad anser ni om förslaget om att dela ut ersättning till anbudsgivare vid totalentreprenader för att 

attrahera fler aktörer att lämna anbud? 

What is your opinion about the idea to compensate bidders for their tendering costs in turnkey contracts in order to 

attract more bids? 

 

7. Hur upplever du förankringen inom branschen kring en ökad användning av totalentreprenader? 

What is your opinion about the opinions in the industry regarding to an increased use of turnkey contracts? 

 

8. Vad anser du om den riskförskjutning från beställare till utförare som en användning av 

totalentreprenader innebär? 

What is your opinion about the risk transfer from the client to the contractor which is a consequence of using 

turnkey contracts? 

 

9. När anser du det vara rimlig att även inkludera drift- och underhållsåtaganden i 

totalentreprenaden? 

When do you think it is suitable to include a responsibility for operations and maintenance in a turnkey contract? 

 

10. Vad anser du om den potentiella ökningen av innovationer inom anläggningsbranschen som 

totalentreprenader tros leda till? 

What is your opinion about the potential increase of innovations when using turnkey contracts? 
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11. Riksrevisionen kritiserade i sin rapport Trafikverkets användning av totalentreprenader då de kom 

fram till att totalentreprenader inte leder till högre produktivitet. Vad är din uppfattning om det? 

The National Audit Office criticized the Transport Administration in a recent report where they concluded that 

the increased use of turnkey contracts had not led to a higher productivity, what is your opinion about that? 

 

12. Tror du att totalentreprenader kommer att vara den vanligaste entreprenadformen inom 10-15 år? 

Do you believe that turnkey contracts will be the most common contracting form within 10-15 years? 

Inträde till den svenska marknaden/Entry to the Swedish market 

13. Anser du att den svenska anläggningsmarknaden är en attraktiv bransch för utländska aktörer? 

Do you see the Swedish CE-market as an attractive market for foreign contractors? 

 

14. Vad är skälet enligt dig till att de utländska aktörerna i Sverige har en relativt låg marknadsandel? 

What is the reason according to you to why the foreign contractors in Sweden have a relatively small market share? 

 

15. Hinder för att etablera sig i Sverige vad gäller tillämpning av regler och praxis? 

Barriers for entering the Swedish market in terms of rules and regulations? 

 

16. Övriga hinder, exempelvis språkliga eller kulturella? 

Other barriers, e.g. language and cultural barriers? 

Trafikverkets arbete för att attrahera utländska aktörer/The Transport Administration’s efforts to 

attract more foreign actors 

17. Vad anser ni om ert eget arbete (Trafikverkets) för att attrahera fler utländska aktörer till den 

svenska marknaden? 

What is your opinion about your organization’s efforts to attract more foreign actors to the Swedish market? 

 

18. Tycker du at saker skulle kunna göras annorlunda för att attrahera fler utländska aktörer att lämna 

anbud? 

Do you believe that things could be done differently in order to attract more bids from foreign actors for the 

procurement? 

 

19. Anser du att de utländska bolagen bidrar med ny kompetens till den svenska marknaden? 

Do you think that the foreign actors that have entered the Swedish market have brought new competence to the 

market? 

 

20. Tror du att utländska bolag kommer att ha en betydligt högre marknadsandel om 10-15 år än 

idag?  

Do you believe that foreign actors will have market share within 10-15 years than they have today?   

Stora och små projekt/Large and small projects  

21. Vad anser du vara skälet till utländska entreprenörer tenderar att ha en högre marknadsandel för 

stora projekt jämfört med för små projekt? 

What do believe to be the reason why foreign actors tend to have a higher market share for large projects than for 

smaller projects? 

 

22. Vad anser du om riskerna och möjligheterna med att dela upp en stor entreprenad i flera små för 

att uppnå högre konkurrens? 
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What is your opinion regarding the risks and opportunities when dividing one large contract into several smaller 

contracts to reach a more intense competition? 
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Marknaden i stort/The market in general 

23. Vad anser du om konkurrensen på den svenska anläggningsmarknaden? 

What is your opinion about the competition on the Swedish CE market? 

 

24. Anser du att produktiviteten på den svenska marknaden har förbättrats under den senaste 

femårsperioden? 

Do you believe that the productivity have been improved on the market over the last five years. 
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Frågor till respondent nr. 2 på Trafikverket / Questions to respondent nr. 2 at the 

Transport Administration 

 

Bakgrund, företag och intervjuperson / Background, company and respondent 

1. Er historia och erfarenhet från tidigare projekt? 

Your history and experience from previous projects? 

 

2. Er internationella erfarenhet? 

Your international experience? 

 

3. Sammansättning av den egna organisationen (svenska och utländska medarbetare)? 

The composition of the own organization (Swedish and foreign employees)? 

 

4. Er branschdrivande roll? 

Your organization’s industry developing role? 

Din egen roll / Your own role 

5. Beskriv din egen roll? 

Describe your own role? 

 

6. Syftet med din roll? 

The reasons for your role? 

 

7. Anser du att det skulle behövas fler i organisationen som arbetar med samma eller liknande frågor 

som du själv? 

Do you see a need for more employees in the organization working with the same kind of questions as you do? 

Inträde till den svenska marknaden/Entry to the Swedish market 

5. Anser du att den svenska anläggningsbranschen är en attraktiv bransch för utländska aktörer? 

Do you see the Swedish CE-market as an attractive market for foreign contractors? 

 

6. Vad är skälet enligt dig till att de utländska aktörerna i Sverige har en relativt låg marknadsandel? 

What is the reasoning according to you why the foreign contractors in Sweden have a relatively small market share? 

 

7. Hinder för att etablera sig i Sverige vad gäller tillämpning av regler och praxis? 

Barriers for entering the Swedish market in terms of rules and regulations? 

 

8. Övriga hinder, exempelvis språkliga eller kulturella? 

Other barriers, e.g. language and cultural barriers? 

 

Trafikverkets arbete för att attrahera utländska aktörer/The Transport Administration’s efforts to 

attract more foreign actors 

9. Vad anser ni om ert eget arbete (Trafikverkets) för att attrahera fler utländska aktörer till den 

svenska marknaden? 

What is your opinion about your organization’s efforts to attract more foreign actors to the Swedish market? 
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10. Vad anser du att saker skulle kunna göras annorlunda för att attrahera fler utländska aktörer att 

lämna anbud? 

Do you believe that things could be done differently in order to attract more bids from foreign actors for every 

procurement? 

 

11. Anser du att utländska bolag kommer att ha en högre marknadsandel om 10-15 år än idag?  

Do you believe that foreign actors will have market share within 10-15 years than they have today?   

Stora och små projekt/Large and small projects 

12. Vad anser du vara skälet till utländska entreprenörer tenderar att ha en högre marknadsandel för 

stora projekt jämfört med för små projekt? 

What do believe to be the reason why foreign actors tend to have a higher market share for large projects than for 

smaller projects? 

 

13. Vad anser du om riskerna och möjligheterna med att dela upp en stor entreprenad i flera små för 

att uppnå högre konkurrens? 

What is your opinion regarding the risks and opportunities when dividing one large contract into several smaller 

contracts to reach a more intense competition? 

Marknaden i stort/The market in general 

14. Vad anser du om konkurrensen på den svenska anläggningsmarknaden? 

What is your opinion about the competition on the Swedish CE market? 

 

15. Anser du att produktiviteten på den svenska marknaden har förbättrats under den senaste 

femårsperioden? 

Do you believe that the productivity have been improved on the market over the last five years? 

 

 

 

 


