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Offentlig upphandling och utvecklingen av 
telekommunikationsmarknaden 
 
Denna avhandling beskriver och analyserar offentlig upphandling främst utifrån ansatser inom 
industriell marknadsföring och inköpsverksamhet. Fokus är inriktat på upphandling av 
telekomtjänster och dess effekt på utvecklingen av den svenska telekommarknaden från 
avmonopoliseringen och framåt baserat på tre empiriska fallstudier, intervjuer och offentliga 
källor.  
 
Värdet av offentlig upphandling utgör en stor del av alla länders ekonomier. Det finns också 
ett överflöd av offentligt tillgängliga material vilket sammanhänger med den svenska 
offentlighetsprincipen och liknande förhållanden i andra länder. Trots detta faktum är 
offentlig upphandling mycket sparsamt behandlat i den ekonomiska forskningen i jämförelse 
med privata företags agerande som köpare och säljare. Denna avhandling söker fylla detta 
teoretiska gap mellan business-to-business ("B2B") inköpaktiviteter och offentlig 
upphandling. 
 
Offentlig upphandling kan beskrivas som en speciell typ av B2B-transaktion och särskilt vid 
stora upphandlingar som en speciell typ av projektupphandling. Den viktiga skillnaden är att 
offentlig upphandling måste följa en egen och striktare lagstiftning i jämförelse med vad som 
gäller för den privata sektorns inköpsverksamhet. Lagen om offentlig upphandling innebär 
bland annat begränsningar av vad som är tillåtna kontakter mellan den upphandlande 
organisationen och anbudsgivarna under vissa delar av upphandlingsprocessen, att inga 
ändringar av förfrågningsunderlaget (Request for Proposal) efter dess publicering är tillåtna 
och öppnar för möjligheten till domstolsprövning om någon anbudsgivare anser att 
upphandlingen på något sätt har brutit mot regelverket. 
 
Telekommarknaden har helt förändrats under de senaste 30 åren från monopol med praktiskt 
taget ingen valsituation alls för användarna till full konkurrens med otaliga leverantörer av 
både tjänster och utrustning som erbjuder olika tekniska lösningar och betalningsstrukturer. 
Utvecklingen av den svenska telekommarknaden kan indelas i fyra faser: monopol, partiell 
avmonopolisering, full konkurrens och systemintegration. De drivande krafterna bakom denna 
utveckling har varit politiska beslut att introducera konkurrens och de mycket snabba 
teknologiframstegen omfattande bla mobil kommunikation, bredband och Internet. 
 
Hand i hand med denna utveckling ökar hela tiden den offentliga sektorns beroende av väl 
fungerande telekom genom politikernas krav att offentliga myndigheter ska vara tillgängliga i 
princip dygnet runt alla årets 365 dagar (24 timmars myndighet), användande av telekom för 
att uppnå rationaliseringar och ökad intern effektivitet liksom på nya områden där telekom 
tidigare inte har brukats i det dagliga arbetet. Härigenom har offentlig upphandling av 
telekom förändrats från att ha gällt enkla administrativa beslut via snåriga tekniska 
överväganden till att idag vara av allt större strategisk betydelse, speciellt när det gäller frågor 
om outsourcing och/eller upphandling av systemintegration av en enda leverantör. 
 
 





Abstract 
 
 

This thesis describes and analyses public procurement and its processes in general against the 

framework of industrial marketing and purchasing. In particular, it focuses on the public 

procurement of telecommunications (“telecom”) and its effects on the de-monopolization and 

development of the Swedish telecom market based on empirical material from three case 

studies, interviews and publicly available written sources.  

 

Public procurement is a significant part of any country’s economy. There is a plenitude of 

publicly available data due to Sweden’s and other public administrations’ transparency 

policies. Despite this fact, public procurement has been poorly covered in business 

administration literature when compared with the private sector’s purchasing and selling 

activities. This thesis tries to bridge the theoretical gap between knowledge of purchasing in 

business-to-business (“B2B”) and public procurement.  

 

Public procurement can be considered as a special type of B2B transaction and, particularly 

in the case of bigger procurements, of project purchasing. The important difference is that 

public procurement must follow specific and stricter legislation compared with the private 

sector’s purchasing activities. Among other things, public procurement law restricts contact 

between the procuring organisation and tenderers in some phases of the procurement process, 

allows no changes after the publishing of the Request for Proposal and opens the possibility 

to appeal to the court if any party considers that the procuring organisation has not acted in 

accordance with the public procurement rules. 

 

The telecom market has, over a period of thirty years, been transformed from a monopoly 

with practically no choice to a fully competitive market with several service and equipment 

providers as well as different pricing schemes and competing technical solutions. The 

development of the Swedish telecom market can be divided into four stages: Full monopoly, 

partial de-monopolization, full competition and system integration. The main driving forces 

behind this development have been the political decision to liberate the telecom market and 

achieve full competition as well as rapid and diverse technical development, which includes 

the introduction of mobile communication, broadband and Internet.     

 



At the same time, the dependency on well functioning telecom in the public sector is 

constantly increasing due to political agendas such as agencies availability 24 hours 365 days 

(“24/7 agency”), use of telecom as a means of rationalization and increased internal 

efficiency as well as new usages in areas that previously were not using telecom in their daily 

routines. The public procurement of telecom has changed from being a relatively simple 

administrative issue through being of technical concern to becoming more and more of 

strategic importance, especially in case of outsourcing and/or procuring system integration 

from a prime contractor.  

 

Keywords: public procurement, telecommunications, telecom market development, electronic 

procurement 
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Part 1: Extended Summary 
 





 

 

 

 

 

 

1. Introduction 
 

1.1 Public procurement  

 

Public procurement is a big part of any country’s economy independently of its 

geographical location, political inclination or level of development. There is a 

considerable gap between the importance of public administrations’ buying activities and 

the attention given to this phenomenon from a theoretical point of view by the business 

administration research community. There are literally loads and loads of written material 

on specific procurements incl. technical specifications and contracts, many internal and 

general reports from different governmental organizations as well as promemorias and 

results of specific governmental commissions. And all this documentation is publicly 

available due to transparency policy and possibilities for the citizens to have insight in 

governmental spending. However, there are almost no special journals and just quite a few 

scientific research articles treating the phenomenon of public procurement from a business 

administration point of view.  

 

Frits Bolkestein in his speech in 2004 points out that Total public procurement in the EU - 

i.e. the purchases of goods, services and public works by governments and public utilities - 

is estimated at about 16% of the Union’s GDP or €1500 billion in 2002. Its importance 

varies significantly between Member States ranging between 11% and 20% of GDP. The 

opening up of public procurement within the Internal Market has increased cross-border 

competition and improved prices paid by public authorities. There remains potential for 

significant further competition in procurement markets and for further savings for 

taxpayers.  
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The Swedish public procurement is estimated to have a value of up to approx. SEK 400bn 

equivalent with almost 20% nominal GDP in 1999 (SOU 1999:139), and for example in 

the UK they amount to more than GBP 100bn in 2005 according to Public Governance 

and Territorial Development Directorate (2007). The value of public procurements for the 

member countries of the Euopean Union is on average 16.3% of the Community GDP. 

Thus, it is an important sector of the European economy 

(http://europa.eu/publicprocurement).  

 

Public procurement can in many respects be considered as a special case of business-to-

business transaction and, especially, in case of bigger procurements, as project purchasing. 

The main difference is that public procurement has to follow a specific for the public 

sector stricter legislation. (Ahlström 2000, Bonnacorsi et al, 1996, Gelderman et al, 2006, 

Gunther and Bonnacorsi, 1996, Roofhoof and van der Abeelle, 2006) This means that 

contacts between buyer and sellers are restricted during some phases of the procurement 

process. Especially, the Request for Proposal cannot be changed after being published and 

the loosing contract tenderers can appeal to the court if they consider that the procuring 

agency has not acted in accordance with the public procurement rules. (Swedish Public 

Procurement Act 1992:1528) 

 

One of the important roles for the government is to create and implement policies leading 

to strategic change. The government can in some special cases make use of its "buying 

power" in order to speed up the implementation of policy decisions such as de-

monopolization (e.g. telecommunication in case of STATTEL1), privatization (e.g. 

healthcare), societal considerations2 (e.g. not buying from companies employing child 

labour) and environmental improvements (e.g. low radiation PC screens3) or new 

techniques (e.g. 24/7 authority and e-procurement). In this case public procurements are 

acting as change agents in addition to purchasing goods or services for the public 

administration. 

 

                                                 
1 STATTEL-delegationen (1991-1996), responsible for procurements of telecom for the Swedish public 
sector 
2 European Union public procurement directives 2004/18/EC 
3 See Statkontoret 2001:8 
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A specific public sector organization can buy goods and/or services through carrying out 

own procurements or to call-off from framework contracts/agreements signed by 

designated organizations for specific buying areas. One of the most important such 

organization in Sweden is Verva4 (earlier Statskontoret) that procures IT and 

telecommunications services and equipment on behalf of Swedish agencies. (Swedish 

Government, FI 2007/2497) 

 

1.2 Public procurement of telecommunications  

 

How big is public spending on telecommunications? The exact figure is quite difficult to 

extract from statistics. The range of spending on telecom excluding IT equipment such as 

PCs is 1.5-3% of the total procurement cost and depends on the type of organization, its 

area of responsibility and geographical location5. In many cases investments in 

telecommunication services have been motivated by cost reduction typically meaning less 

staff can do the same job but also as a means to increase the service level towards citizens 

and organizations. Examples of such initiatives are 24/7 authorities, telemedicine, distance 

working, coordinated rescue actions etc.  

  

To buy telecommunication was in earlier days a “non-brainer” as there were very limited 

possibilities of choice. From the beginning of the 1980s the monolithic structure of 

telecommunications began to crack. Gradually a new landscape emerged with new rules 

for telecommunications business. The new paradigm was based on:  

• technical development (several techniques to solve the same requirement)  

• competition (political decision) 

• globalization (market) 

• to work anywhere and anytime (new requirements),   

 

                                                 
4 Verva is one of the Swedish Government’s central advisory agencies. Verva works to promote the 
development of central government in Sweden. Verva coordinates the procurement of framework contracts 
concerning products and services for the entire public sector in the fields of information and 
communications. One hundred suppliers have approximately 80 framework contracts with Verva and about 
1000 retailers are tied to these framework contracts. The purpose of this is to make financial savings through 
simpler administrative procedures, better terms and lower prices within the IT sector, as well as guaranteeing 
sound competitive terms in theis market. 
5 sources: City of Stockholm and STATTEL case studies 
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The users found themselves in a radically different situation compared with during the 

monopoly regime. They not only could but had to choose between different service 

providers, ranges of functions and services, pricing and billing schemes, increased 

equipment assortment and contract types. The importance and dependency on telecom 

services for any kind of public or private business and number of procurements has 

increased and still is increasing.  

 

Public procurement of telecom has made a journey (Karlsson, 2000) from buying only 

services in case of full monopoly (until 1980) in Sweden from the public utility, 

Televerket, via buying a mixture of services and equipment during the partial de-

monopolization period, to again buying telecom services on a competitive telecom market 

(after 1996). The partial de-monopolization converted buying telecom to a technical 

decision. The introduction of full competition made the choice of buying telecom as 

services or to produce telecom in-house a strategic decision.  

 

The latest technical development involving convergence between voice, data, image and 

video, and competing solutions for the same requirements as well as the political pressure 

to use telecom and IT in contacts with citizens and enterprises brings public procurement 

of telecom to a new phase. This new phase means signing a contract with a prime 

contractor for system integration6 of telephony, data, fixed, mobile, video Internet etc., 

which was previously done internally.   

  

1.3 Overall purpose 

 

It exist a theoretical gap in the knowledge considering public procurement B2G  (business-

to-government) from the business administration point of view compared with the 

attention for purchasing and marketing in the B2B (business-to-business) setting. The 

purpose of this thesis is to increase the knowledge about the public procurement by 

describing and analyzing the public procurement in general and its effects on the 

development of Swedish telecom market in particular. Each article has a specific purpose 

by itself and at the same time the ambition for all articles in total is: 
                                                 
6 Other examples of prime contracts for system integration from 2004 are Apoteket and Posten with WM 
Data as prime contractor.  

 4



• To analyze theoretically the uniqueness of public procurement by putting it 

in the theoretical framework of industrial marketing and industrial 

purchasing 

•  To show the effects that public procurement can have on the market 

development, especially in connection with de-monopolization and 

technical development 

• To describe empirically based framework around public procurements in 

the different stages of development of the Swedish telecom market 

 

1.4 Thesis structure 

 

Part 1 

 

Part 1 is an umbrella with introduction to the subject of public procurement of telecom, 

research questions, used methodology and theoretical framework as well as a description 

of: 

- The public sector and public procurement in general and specifically in 

Sweden 

- The buyer’s and seller’s public procurement processes 

- Overview of telecommunications as an industry, a marketplace and its 

importance in general and for the public sector in particular 

- Electronic procurement with a special focus on e-procurement in the public 

sector. 

 

Part 2 

 

Three case studies have been carried out: 

1. STATTEL-delegation (1991-1996), responsible for procurements of telecom for 

the Swedish public sector 

2. SOTIP (Swedish government Open Telecommunication systems Interconnection 

Profile) model developed and first published in 1995 by STATTEL. 

3. The City of Stockholm procurement of IT and telephony services in 2005. 
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. 

All three case studies can be characterized as new and revolutionary approaches with 

public procurement acting as a change agent with far reaching consequences beyond the 

national borders. 

 

In order to change from a monopolistic to a competitive market, the Swedish government 

coordinated its different roles such as: legislative body, policy maker, owner of the 

infrastructure and of the monopolistic service provider, and procurer. A governmental 

commission, STATTEL, was established in order to procure telecom for the Swedish 

public administration. It became the single biggest buyer on the Swedish telecom market. 

 

STATTEL and its procurements was a one-off phenomenon. As soon as the contracts were 

signed and competition on the Swedish telecom market was a fact, the delegation was 

dissolved. Sweden became the first country in Europe to introduce full competition on the 

telecom market with STATTEL acting as a change agent for market restructuring. Other 

countries followed the Swedish example. 

 

SOTIP structured telecom requirements on individual, group and organizational levels 

outgoing from the public administration’s users’ needs. SOTIP model showed the 

possibility for users to take the commando in the process of procuring telecom and to start 

specifying requirements outgoing from the needs by unbundling and re-bundling the at the 

time existing service offerings to suit the public administration’s working environment. 

SOTIP acted as a change agent for shifting power from supplier to buyer. SOTIP changed 

the mindset of how the users specify their requirements.  

 

The technical development, especially convergence and parallel solutions for the same 

requirement, as well as the ambition of citizen centric services in a 24/7-agency approach 

pushed the City of Stockholm to test the possibility to procure IT and telephony services 

from a total supplier and system integrator. The prime contractor's role was not only to 

deliver contracted services according to the Service Level Agreement (SLA) but also 

actively participate in the future development of the City of Stockholm. The City of 
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Stockholm acted as a change agent from internal system integration of several procured 

services to external system integration delivered by the prime contractor. 

 

Part 3 

 

There are seven papers covering public procurement of telecom from different 

perspectives. 

 

Paper 1 – Public Procurement as a Change Agent; The Case of the Swedish Telecom 

Market Development 

This article shows how public procurement has acted as an agent for the development of 

the telecom market in Sweden resulting in a four phases model. 

 

Paper 2 - Sourcing, Insourcing and Outsourcing of Telecom for the Swedish Public Sector  

This article shows how the public agencies are acting in their procuring role depending on 

legislative and technical possibilities. 

 

Paper 3 – Broadband – a municipal information platform: Swedish experience 

This article shows how the local governments in Sweden have been building own 

broadband infrastructure in order to develop their municipalities. 

  

Paper 4 – E-procurement of telecom services for the public sector 

This article shows what is necessary in order to procure telecom services for the public 

sector electronically. 

 

Paper 5 – Process of Public Procurement of Telecom Services – the Buyer’s Perspective 

This article shows how the process of public procurement of telecom services can be 

categories and applied comparing three contexts of purchasing telecom services by the 

Swedish public agencies. 

 

Paper 6 - SOTIP as a Model for Outsourcing of Telecom Services for the Public Sector 
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This article investigates the relevance and possibility of using SOTIP in the case of 

outsourcing of telecom services. 

 

Paper 7 - The Selling Process to the Public Sector 

This article shows how the process of selling to the public sector can be categories. 

 

2. Frame of reference 

 
The frame of reference has the ambition to give theoretical and also more context specific 

perspectives on public procurement of telecom services. Theoretical building blocks are 

business-to-business B2B marketing and purchasing in general and project marketing and 

purchasing more specifically. The contextual parts are covering the two important 

empirical parts - the framework round public procurement together with a description of 

the development of the Swedish telecom market. 

 

2.1 Marketing and purchasing in an organizational context 

 

Public procurement can be considered as a special case of purchasing and selling in an 

organizational setting. In our framework we will rather briefly go deeper into the 

following three areas: 

- Organizational purchasing 

- Organizational marketing 

- Project marketing and procurement 

 

2.1.1 Organizational purchasing 

 

Purchasing and more specifically organizational purchasing has in the academic field over 

the last thirty-forty years developed from the execution of a mostly operational function to 

a become an important strategic issue (cf. Melin, 1978). Two streams of research have 

been at the forefront. The first is organizational buying behaviour (cf. Webster and Wind, 

1972) which primarily puts focus on the buying organisation and its decision making. The 

other line of research is the interaction/network approach, with a somewhat broader scope 
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when studying the entire relationships between organizational buyers and sellers (cf. 

Håkansson et al, 1982). We look upon these to research perspectives on B2B purchasing 

as complementary rather than competing (cf. Ahlström, 2000) 

 

Purchasing is not only looked upon as a function that should negotiate the best business 

deals, which most often are valued as lowest price, but purchasing should also be a part in 

the development of buyer-seller relationships and ultimately entire supplier networks. 

Axelsson and Håkansson (1984) define three different roles for purchasing:  

- The rationalization role – to buy at very competitive prices, which will put pressure 

on supplier efficiency. 

- The developing role – to monitor the technical development (product and process) 

in different supplier segments and to encourage the suppliers to undertake technical 

development projects. 

- The structuring role – to develop and maintain a supplier structure with a high 

potential for both development and efficiency. 

 

The procurement process characterized by phases 

In order to describe and understand public procurement, we need some models of the 

purchasing process. One of the most well known conceptual frameworks of the industrial 

procurement process was developed by Robinson et al (1967) and a further development is 

presented in Kotler (1997). This framework consists of eight phases: 

1. Anticipation or recognition of a problem as well as awareness of the possibility to 

solve a problem by purchasing 

2. Determination of the characteristics and quantity of the needed item  

3. Description of the characteristics and quantity of the needed item, sometimes in 

close contacts with suppliers 

4. Search for and qualification of potential sources regarding suppliers’ organization, 

buying situation etc. 

5. Acquisition and analysis of proposals – vary depending of complexity of required 

item and market situation 

6. Evaluation of proposals and selection of suppliers and often negotiations 

7. Selection of an order routine 
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8. Performance feedback and evaluation of how the bought product or service solved 

the initial problem   

 

The need for passing through the different phases and the buying organization’s behaviour 

depend on the buying situation. The three buying situations are:  

- Straight rebuy – is a buy situation without considering any new alternatives or 

changes from the previously selected and evaluated suppliers; amount and time and 

form of delivery and some times even price can vary. 

- Modified rebuy – is a buying situation with re-evaluation of alternatives and 

possibly suppliers 

- New task – is a buying situation not earlier or little experienced, often with a need 

of gathering substantial amount of information on solutions, suppliers and 

alternatives  

A new task can in the next purchasing occasion become a modified rebuy or even straight 

rebuy buying situation. (Robinson et al, 1967, Kotler, 1997) 

 

The buying center characterized by roles 

Another important concept, especially in the organizational buying behavior tradition is 

the concept of buying center. Generally speaking, the buying center can be a group of 

employees in an organization who is responsible for evaluating products and services and 

making purchase decisions. The concept of the buying center was introduced by Robinson, 

Faris and Wind (1967) and defined as “Individuals who are related directly to the 

purchasing process, whether users, buying influencers, decision makers or actual 

purchasers…” In a business environment for major purchases, there is a need of having 

input from various parts of the organization (cf. Webster and Wind, 1972). Typically, the 

main roles distinguished in the buying center approach are: 

- End-users for whom goods or services are purchased  

- Influencers who try to effect the decision  

- Deciders who make the final decision 

- Buyers who arrange the transaction and is responsible for the contract 

- Gatekeepers anyone who can control the flow of information 

These five roles were originally proposed by Webster et al. (1972) 
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- Initiators persons that initiate the idea or a purchase  

This last role is added by Bonoma (1982). 

 

2.1.2 B2B marketing 

 

In B2B marketing two approaches are often presented as two opposites (cf. Payne and 

Holt): 

 

- the transaction approach where every business deal is treated separately and there 

are changes of suppliers which makes the development of relationships almost 

impossible. 

- the relationship approach where many business deals (episodes) with one and the 

same supplier is growing into a relationship. The keeping of a long-term 

relationship is regarded as more important than to “optimise” 

 

Table 1 Transaction and relationship marketing approach 

 

Some 20 years later Grönroos (1997) reflects upon marketing and the value for customers: 

If transactions are the foundation for marketing, the value for customers is more or less 

totally embedded in the exchange of a product (a physical good or a service) for money. 

However, if relationships are the base of marketing, the role of the core product becomes 

blurred. 

Transaction marketing approach Relationship marketing approach 

Oriented towards single sales Oriented towards keeping customers 

Discontinuous contact Continuous customer contacts 

Focus on product characteristics Focus on customer value 

Short-term perspective Long –term perspective 

Small weight on customer service Big weight on customer service 

Limited commitment to meet customer’ 

expectation 

Big commitment to meet customers’ 

expectations 

Quality is a production personnel concern Quality is a personal concern 
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The relationship marketing approach (Grönroos, 1996, Partvatiyar and Sheth, 1997, 

Webster, 1992) has been fundamental for modern marketing and considered as a paradigm 

shift opposed to the transaction based one. One important element of the relationship 

marketing approach is the importance of multiple stakeholders in addition to customers 

(Christopher et al, 1992, Gummesson, 1998, Kotler, 1992). 

 

Transaction marketing has not disappeared. It is used in situations when the product is a 

commodity, when customers don’t want or prefer not to have a relationship or when the 

cost of switching to another supplier is low. During the next decade, these two approaches 

ran in parallel. Today, relationship marketing is the dominant approach (Vargo and Lusch, 

2004).    

 

Gummesson (1995) points out that: Customers do not buy goods or services:…They buy 

offerings which render services which create value…The traditional division between 

goods and services is long outdated. It is not a matter of redefining services and seeing 

them from a customer perspective: activities render services, things render services. The 

shift in focus to services is a shift from the means and the producer perspective to the 

utilization and the customer perspective. 

 

What are services and what is goods is more a form of contract.7 Goods have to be 

distributed and services are provided. In a service-centered logic …the firm constantly is 

striving to make better value propositions than its competitors. (Vargo and Lusch, 2004) 

Difficulties to calculate and evaluate service sales make it often less attractive for the 

salespeople to choose sales of services. Kotler (2002) points out the necessity of having a 

market strategy that will imply different types of salespeople’s personality. 

 

2.1.3 Project marketing and procurement 

 

Large-scale projects 

                                                 
7 Many Swedish agencies were convinced that they owned their PABXs but they were just on a leasing 
contract. We use cars the same way independently if they are owned by us or leased by the company we 
work for or have rented for a weekend. 

 12



Both the public and private sectors carry out large-scale procurements. There are two main 

types of large-scale procurements in the form of projects and framework 

contracts/agreements. Some characteristics of project procurement in general are (cf 

Backhaus, 1995; Gunter and Bonaccorsi, 1996; Bonaccorsi et al, 1996; Ahlström, 2000): 

- Discontinuity of tenders 

- High value of single order 

- Long-term character 

- Customized demands 

- Increasing share of services needed 

- Formal purchasing process, especially in public tendering 

- Complex negotiations often between buyer alliances and seller alliances 

- International competition 

The characteristics are often correlated to each other. Large contracts appear rather 

infrequent in one specific market and therefore they often represent a high value. In the 

case of framework contracts they are of high value, but each delivery contract could be 

much smaller in value. 

 

For large-scale purchasing by the public sector the decision is often taken by the 

politicians. The complexity of large-scale procurements requires a variety of and 

sometimes in-depth knowledge. 

Large scale projects
Large framework 
agreements

Large scale projects 
off-shoring or PPP.
Large framework 
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Large scale project 
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Fig. 1 Types of large-scale business activities with in and between public and private 

sectors. 

 

Public-Public 

Large scale projects involving only the public sector’s agencies include major 

reorganizations, implementations of directives or new laws or moving of a central 

government authority to another city. 

 

Public-Private 

Large-scale projects include privatizations/selling of previously publicly owned and 

controlled organizations e.g. of earlier monopolies: telecom, railways, waterways or 

hospitals.  

 

Private-Public 

Large-scale projects include off-shoring or public private partnership (PPP) – major 

construction sites such as bridges or rapid railways 

STATTEL’s and the City of Stockholm’s procurements are examples of large framework 

contracts 

 

Private-Private  

Large-scale projects and framework contracts taking place between big enterprises 

consortia etc. 

 

2.2 The framework of public procurement 

 

2.2.1  The public sector and its characteristics  

 

One of the important roles of government is the role as a buyer. Today, the public or 

government sector is a considerable part of any economy. It is many times the biggest 

single industry. The public sector organizations range from one person’s part time 

employment to several thousands of employees with diverse responsibilities and 

geographical coverage. The public sector produces and delivers mainly services for 

 14



citizens, enterprises and internally between authorities, and typically has many contacts 

with individuals - citizens, companies and other organizations. The number of customers 

and the number of contacts between them and the public sector exceed by a large amount 

that of customers and contacts with private companies. 

 

The public sector can be treated as a specific branch of business, thus, becoming the 

biggest buying sector in any country. It is buying standard goods, complicated equipment, 

services ranging from cleaning offices to management consulting or mobile telephony, 

medicines, building of bridges or digging of tunnels and so on. When the public sector 

coordinates procurements by awarding framework contracts its buying power is quite 

decisive, which makes the public sector an important player on the market. At the same 

time, a number of factors like the more rigid legislation compared with the private market, 

unfocused behaviour, lack of buyer competence due to fast market and technical changes 

makes it difficult for the public sector to fully take advantage of its position. 

 

2.2.2 European Union and public procurement directives 

 

The jurisdiction for public procurements is stricter than procurements in the private sector 

in order to protect companies from unfair competition and to avoid corruption and bribery. 

The result is often more precise but also quite extensive and lengthy formal requirements. 

 

The public procurement national laws, which are based on directives from European 

Commission, regulate activities on the public procurement arena. All public procurement 

activities in the EU and the EC procurement directives have as an underlying legal basis 

the Treaty of Rome from 1957. The main principles of this Treaty that carry through to the 

procurement directives aim to: 

1 Increase transparency of procurement procedures and practices throughout 

the community 

2 Allow the free movement of goods, services, capital and people between 

member states 
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3 Develop effective competition for public contracts 

4 Standardize specifications 

5 Provide advance information of procurement needs to the marketplace 

 

All European Union countries are obliged to implement the EC procurement directives 

and all public procurements in the European Union (EU) countries have to follow five 

fundamental principles: 

1. Non-discrimination – all discrimination based on nationality or by giving 

preferences to local companies is prohibited. 

2. Equal treatment – all suppliers involved in a procurement procedure must be 

treated equally. 

3. Transparency – the procurement process must be characterized by 

predictability and openness. 

4. Proportionality – the requirements and qualification requirements must have 

a natural relation to the supplies, services or works that are being procured. 

5. Mutual recognition – the documents and certificates issued by the appropriate 

authority in a member state must be accepted in the other member states. 

Similar principles for public procurement are also valid in many countries outside EU. 

 

There are a number of procedures prescribed by the European public procurement law. 

The thresholds for procurements are set out in the directives. All calls for tender above the 

threshold of EUR 200,000 must be published in the Tenders European Daily (TED). 

Information about calls for tender is also published on the national level in newspapers, 

portals, and authority’s website or in other forum. Above the threshold, the procuring 

entity can choose between open, restricted or negotiated procedures. 

 

Open procedure 

In the open procedure all interested potential tenderers can obtain all tender documentation 

such as Request for Proposal (RfP) electronically or by mail.  
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Restricted procedure 

In the restricted procedure the number of tenderers is limited. The selection criteria are 

stipulated in the tender-notice. After the selection of prospective tenderers that meet 

selection criteria, the documentation such as RfP is sent to them. Potential suppliers may 

submit tenders.  

 

In both open and restricted procedures the procuring entity after the evaluation will choose 

a winning tenderer and sign the contract. 

 

Negotiated procedure 

The negotiated procedure can be used only in exceptional cases for procurement of goods 

and services. The reasons for using negotiated procedure can be: 

- difficulties to formulate RfP with the precision necessary to evaluate the tender 

- extreme urgency that is not caused or could be foreseen by the procuring authority 

- necessary additional works or services to be procured. 

The negotiated procedure is initiated the same way as the restricted procedure. After 

selection of the eligible prospective suppliers and the evaluation of their tenders the 

procuring entity can negotiate with all or a number of the prospective suppliers. The 

negotiations must be business and commercial oriented and may not result in any changes 

in the basic technical or commercial requirements.  

 

 

 

2.2.3 Public procurement tradition and procurement organizations in Sweden  

 

The public procurement activities in Sweden are regulated by the Public Procurement Act 

– LOU (Lagen om Offentlig Upphandling). All contracting entities such as central, 

regional and local government agencies as well as some publicly owned companies must 

comply with the act in all procurement activities such as: purchase, lease, and rent of 

goods, services and public works. LOU is based on European Commission directives 

2004/18/EC. 
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LOU defines two types of services: 

A-services – prioritized such as consultant, market research, advertising or architectural 

services 

B-services – non-prioritized such as education, health, security and surveillance or 

recreational 

 

LOU contains seven chapters: 

Chapter 1: General provisions 

Chapter 2: Supply contracts above the threshold values 

Chapter 3 Works contracts above the threshold values 

Chapter 4: Contracts within the utilities such as water, energy, transport and telecom 

above the threshold 

Chapter 5: service contracts (A-services) above the threshold 

Chapter 6: Contract below the threshold values and B-services regardless of value 

Chapter 7: Review and damages etc. 

 

The public procurement rules must be followed by the whole public sector but the rules 

differ depending on whether the procuring organization is a public agency or a utility 

(Chapter 4 in LOU). 

 

All procurements that have to comply with chapter 5 of LOU must advertise in the Official 

Journal. Information about forthcoming procurements can be obtained from Tenders 

Electronic Daily (TED), the EU database of procurement contracts advertised in the 

Official Journal or from private sites. 

 

In 1998 the Swedish government established a co-ordination function as a part of the 

Swedish National Financial Management Authority – ESV (Ekonomistyrningsverket) for 

government procurements. The government assignments for ESV regarding procurement 

coordination are: 

- Obtain savings for the government by effectively coordinating government 

procurement/purchasing 
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- Obtain better conditions and lower costs for the public administration’s use of 

equipment and services in the area of information and communication technology 

(ICT) 

- Promote the development of e-procurement in the public sector. 

 

Mandatory or non-mandatory requirements 

The requirements can be mandatory or non-mandatory. The mandatory requirements 

cannot be negotiated and failure to comply with any one of these requirements disqualifies 

the potential bidder. The mandatory requirements can be seen as the lowest acceptable 

level of the service. 

 

The analysis and decision regarding which requirement should be mandatory or not are 

some of the most important moments in the later phase of the development of RfP. 

Important input for the decision making is knowledge from the market investigation about 

what is possible now and feasible in the near future, domestic and international price 

levels, willingness to provide required services by several suppliers, analysis of which 

requirements drive cost.  

 

Evaluation criteria 

An important part of a well functioning RfP is the specification of evaluation criteria and 

their ranking or other method to evaluate the bidders and their offers. There are two 

possibilities to formulate evaluation criteria: 

• the lowest price (which is used predominantly for procurement of simpler goods) 

• the most economically advantageous tender.  

 

Procurers in the public sector tend to be considerably more risk averse than procurers in 

similar situations in the private sector, as there are few incentives for risk taking in the 

public sector where it is harder to motivate a decision and much easier to make an appeal 

in the court. Another reason is the accountability of the procuring organization towards 

politicians and citizens to show the best (sometimes only in the short term) usage of 

taxpayers’ money. A.T. Kearney (2005) recognizes problem with too much focusing on 
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risk minimization and …emphasis on “what do I need to do to avoid a challenge” rather 

than what can deliver the best value for money within the legal framework. 

 

Jan Rydh (2005), former chairman of STATTEL, confirms this view as he considers that 

…when there exists a well-functioning and mature market, the government and authorities 

should buy services that the suppliers have already developed and not try to develop them 

further. It is better to buy standard goods and services… This may signify that local 

governments can find themselves a couple of generations behind the latest development. It 

could be made a policy that in our community we procure only standard services. As in 

this case: It seems adequate only in situations such as STATTEL-procurements to be the 

forerunner otherwise it sounds quite irresponsible to say that the public sector should 

make the breakthroughs.   

 

Role of Request for Proposal (RfP) 

The RfP has a central role in public procurement as this document, which cannot be 

changed after being published, is a base for what will be the result of the whole 

procurement as well as the legal reference in case of any dispute. The RfP must be correct 

from the juridical point of view but that is not enough as the RfP can be formally correct 

and still badly formulated (Nilsson, 2005). It must also answer the most important 

question behind the whole procurement – why and what should be procured and the 

requirements must be formulated accordingly because you get answers the way you ask 

(Höglund, 2005). Another important aspect is that the RfP must be written to allow 

competition without eliminating suppliers (Serving, 2005; Rapp, 2005).  

 

The tabula rasa approach is the most common for public procurements. It means that each 

public procurement is treated as a new task (Robinson et al., 1967, Kotler, 1997), but all 

the existing knowledge and gained experiences from earlier procurements is used in order 

to have the most adequate RfP and to get the best deal.  

 

2.2.4 Framework contracts in the public sector 

 

 20



A public agency can procure directly by following the public procurement process in full 

and sign a contract with the chosen supplier/s or to call off from an already existing 

framework contract.  

 

Generally speaking, there are two types of framework contracts/agreements: 

1 When an agency has a contract with a supplier for deliveries of goods and/or 

services that the agency can call-off when needed during the validity time of 

the contract. Many local and regional governments’ framework contracts are 

examples of this type of contract. 

2 When a designated agency procures and signs a framework contract with a 

supplier/s for deliveries of goods and/or services on behalf of the agencies 

that can call-off when needed. 

 

There are especially designated government agencies that have the right to represent other 

agencies and to carry out public procurements for specific types of services and goods that 

result in framework contract. An agency is calling off parts of the framework contract that 

correspond to their needs and requirements. The calling off agency and the contracted 

supplier sign a delivery/call off contract that regulates in details all conditions regarding 

time, quality etc. 
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Fig. 2 Public procurement resulting in framework contracts by a designated agency – 

procuring organization on behalf of other agencies 

 

Framework agreements and framework contracts are relatively frequent in Sweden. There 

is an array of framework agreements concluded on behalf of the central government 

agencies. The usage of framework agreements is not mandatory. An authority does not 

have to use the existing framework agreements if it finds another form of agreement 

altogether more beneficial and the ESV shall be informed thereof. Local and regional 

government agencies can be linked with some of the agreements under special conditions. 

They can also have their own framework agreements. Usage of these agreements is in 

most cases compulsory. 

 

There are twelve authorities responsible for coordinated procurements resulting in 

framework agreements. These authorities cover 95 product areas in 426 framework 

agreements amounting to approximately 8-10% of the central government’s estimated 

buying from external suppliers in 2004, according to ESV. This figure does not include 

framework agreements for regional and local governments. 
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One of these twelve authorities, Verva (from 2006, earlier Statskontoret), is responsible 

for telecom and IT framework agreements. National Agency for Service to Universities 

and University Colleges – VHS (Verket för HögskoleService) and Swedish Defense 

Materiel Administration – FMV (Försvarets Material Verk) are other examples of 

authorities that can sign framework agreements. All framework agreements can be found 

at the Swedish National Financial Management Authority site www.avropa.nu. 

 

In case of a framework contract with a designated agency, the supplier has to sign separate 

delivery contracts without further procurements. However, the framework contracts can be 

signed with several suppliers and agencies are not always aware of the existence of the 

framework contracts. Therefore, in order to obtain delivery contracts and be able to 

invoice, the supplier often ends up with a new round of marketing. 

 

A call-off contract is in juridical terms not a separate procurement situation but a part of a 

framework contract procuring process. It can be compared with a modified rebuy situation 

(Robinson et al., 1967, Kotler,1997), where the main conditions are stipulated in the 

framework contract/s and the calling-off agency chooses from an array of goods and 

services on a specific quality level to suit its needs. Collection of internal needs, quantity 

and quality as well as a timetable for implementation of a call-off contract can produce a 

considerable amount of work. Examples of such procurements can be telecom, consultant 

services or air conditioning systems. 

 

The call-off contracts, especially within the same organization and regarding simpler 

goods and services, can be considered as a straight rebuy (Robinson et al., 1967, Kotler, 

1997) since the only consideration regards which quantity of the goods or services should 

be bought. Deliveries of milk to kindergartens, pencils or rubbish collection are examples 

of this kind of contracts. 

 

One typical problem with framework contracts/agreements is that the agencies are not 

always faithful or sometimes not really aware of existing agreements. Internal marketing 

becomes more and more important due to the more and more decentralized nature of 

organizations. Gummesson (1998) introduces a concept of internal marketing which 
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means that …the company management applies their marketing knowledge, which 

originally was developed for external marketing, to the internal market, to its own staff. 

Internal marketing can be compared with marketing of framework contracts signed on 

behalf of other agencies towards them by a specially designated agency. This is 

particularly important in the case when agencies are free to choose to follow the 

framework contract or make their own procurements. 

 

2.2.5 Service procurement 

 

There are two main types of procurements: procurement of goods and procurement of 

services. Quite often there is at the same occasion a combination of buying goods as well 

as services. The difference between procuring goods and procuring services consists 

mainly in the fact that goods become a property of the buyer whereas services become a 

continuous relationship between a buyer and a service supplier during the contract time 

and the responsibilities of each party are stipulated in the contract.  

 

The typical way to regulate this relationship is through the Service Level Agreement 

(SLA). SLA combines a specific service, and its performance level with the price tag. All 

the technical requirements for a service should be specified defining the interface or the 

dividing line for respective responsibilities between the supplier and the buyer. Each 

service has to be specified in measurable terms of performance.  

 

There are both advantages and disadvantages regarding buying services versus 

equipment/goods and the most important aspects are discussed below. 

 

Definition and complexity of structuring of requirements  

It is typically more difficult to define, specify and evaluate services than goods. The main 

reasons for that are: 

− Rapid technical development 

On the one hand, the contractual time period should not be too short in order to obtain 

a better deal. On the other hand, new functions, solutions and needs are continuously 

coming up but in the public procurement context it is difficult to add new requirements 
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or solutions to the existing contract. Bengt Rapp (2005) from City of Stockholm says: 

To write a specification today about requirements in ten years time when everything 

can change…and Per-Olof Gustafsson (2005) from the City of Stockholm agrees: To 

specify performance of unknown is difficult. 

Another important aspect of the technical development is that a supplier often tries to 

reduce its risk when introducing new services or solutions by charging the first 

customer for this specific development a lot. Hence, a first demanding customer helps 

in introducing, testing in generally and making a new service a success. Nevertheless, 

it is difficult in the public procurement context to share those possible profits between 

supplier and buyer. To negotiate and include this type of clause demand advance 

technical and negotiating skills and it can be especially difficult in case of framework 

contracts. 

− Possibility to find adequate interfaces of responsibilities 

To decide where the supplier’s responsibility begins and ends and the users’ 

responsibilities can be decisive. In case of telecom it can be quite tricky, e.g. regarding 

the coverage for mobile communication. 

 

Costs and investments 

For the public agencies there are several advantages to buy services instead of buying 

equipment especially from the investment point of view. As it is 

- Easier to calculate the annual cost. There is for example no need to apply for extra 

money when expensive equipments must be bought.  

- Easier to increase or to reduce the number of users using a service. This is 

especially important in the government sector since the total number of employees 

is often falling. If an agency buys equipment, it may easily end up with over 

dimensioned and not fully utilized equipment. 

- Easier to move from one location to another as no legacy system is in place. 

- And in a case of buying services from a rapidly changing industry such as telecom, 

bought equipment can after a relatively short time become outdated and not 

correspond to the current requirements as well as sometimes the management can 

become costly as new solutions often aim to reduce the management cost. By 

buying services, this risk is passed on to the supplier. 
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Dependence or arm-length relationship 

Probably the most visible difference between buying services and goods, which was also 

underlined by all the interviewees, is the reciprocal dependency after signing the contract 

throughout its duration. In the public procurement context, the relation is somewhat 

strained as contacts with the presumptive tenderers are limited to arm-length during the 

purchasing process and in order to have well-functioning services the relationship between 

a user and a supplier should be close and open for the duration of the contract. At the same 

time, after the contract expires and the procurement process must start again, the former 

partner must be treated on the same terms as all others presumptive partners. 

 

The importance of the relationships between customer and supplier in case of service 

procurement is particularly underlined by the suppliers. Björn Norrbom (2005), former 

CEO for Telia Megacom, says: to buy service and you are dependent on the organization 

you buy from and the interface is towards an organization not a product. Sylwester Marat 

(2005) agrees: In service procurement you have to have a relevant opposite party. It can 

be difficult for organizations used to procure equipment to trust a service supplier. 

 

To summarize, there are two difficult situations of change: 

- from arm-length, especially for organizations used to buy equipment, to close 

relationship for the duration of the contract 

- from long time close relationship to arm-length during the new public procurement 

of the service.   

 

Sales rewarding system 

Many suppliers, especially those who are used to sell equipment, have difficulties in 

selling services instead of equipment if they do not have an adequate rewarding scheme 

for salesmen that get service contracts. To calculate the value of such a contract, especially 

in case of framework agreements from a designated agency, can be really tricky as it is 

difficult to predict how many agencies will be calling off, which specific service, in which 

amount, from when and for how long time.  
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Competence 

In many cases, to buy services demand a different type of competence that is seldom 

found in-house. Furthermore, since these procurements are seldom-occurring events it is 

hardly motivated to have permanently employed staff with this type of competence. This 

can be solved either through having special authorities that procure on behalf of other 

authorities and, thus, have employees with relevant competence. In case of telecom in 

Sweden it is Verva. But just to call-off from a full spectrum of framework contracts can be 

a challenge. The other way is through the usage of consultants. However, consultants are 

coming and going and seldom pass their knowledge on to their clients.   

 

2.2.6 Public procurement process 

 

The public procurement process consists of two parallel processes: the process of buying 

on the agency’s side and the process of selling on the private company’s side.  

 

Buyer’s public procurement process 

Typically, the purchasing process for the public sector includes (Lindskog, 2008b): 

- Anticipation of need for starting a public procurement process 

- Market investigation – suppliers 

- Market investigation – users 

- Collection and analysis of needs 

- Development of RfP (Request for Proposal) 

- Evaluation of tenders 

- Decision taking and contract signing 

- Contract administration 
. 
Seller’s public procurement process 

To participate in the public procurement is perceived and can be quite costly and a 

decision to participate or not is decisive and thus based on a thorough investigation. 

 

Typically, the selling process to the public sector includes (Lindskog, 2008a): 

- Market investigation 
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- Marketing 

- Decision for tendering 

- Preparation of offer 

- Clarification and possible negotiations 

- Contract signing 

- Delivery and invoicing 

- Follow-up  

 

2.2.7 Electronic public procurement   

 

Leukel and Maniatopoulos (2005) define electronic procurement in the public sector as a 

collective term for a range of different technologies that can be used to automate the 

internal and external processes associated with the sourcing and ordering process of 

goods and services. 

 

In the eGovernment agenda (Commission of the European Communities, 2006) electronic 

public procurement was pointed out as one of high-impact services. Government revenues 

account for 45% of GDP and public authorities purchase 15 – 20% of GDP or 1500 to 

2000 billion Euros in Europe every year. Electronic procurement and invoicing could 

result in saving in total procurement costs of around 5%8 and reductions in transaction 

costs of 10% or more, leading to savings of ten of billions of Euros annually.  

E-Procurement is one of the projects supported by the IDABC (Interoperable Delivery of 

European eGovernment Services) programme at the European Commission’s Enterprise 

and Industry Directorate General. Activities on E-procurement and carried out in co-

ordination with the Directorate General for Internal Market and the Members States. 

IDABC defines e-procurement as Public procurement by electronic means can improve 

and simplify the way government procurement operates. This will help enterprises to 

identify contract opportunities and to supply their goods and services across Europe's 

Internal Market, contributing to Europe's competitiveness and economic growth. 

                                                 
8 approx. 75bn Euro for European Union countries together (Commission of the European Communities, 
2006) 
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There are continuous efforts, especially from the European Commission, to standardise 

electronic public procurement as much as possible. The European Commission has 

published several documents and studies on the subject. Until now electronic public 

procurement has been used to procure mainly commodities such as office supplies and 

equipment, furniture, books or services like travel. It has not been applied for more 

complex services.  

2.3 The development of the Swedish telecom market 

 

2.3.1 Telecommunications as a network industry 

 

A large part of the world economy constitutes of network industries. Examples of network 

industries are e.g. transport such as airlines, railroads, roads, ships, and news, financial 

services such as clearing houses, ATM networks, credit card, and postal services. One of 

the key network industries is telecommunications (Economides 2003, Lindskog 2004, Li 

and Walley, 2002; Stabell and Fjellstad, 1998) including Internet, GSM and satellites.  

 

Network industries have always been important from a public policy point of view as they 

often provide necessities and are the prerequisites for any country’s economical 

development. Monopolization as well as liberalization of network industries' markets has 

significant social and political implications. 

 

The telecommunications industry has existed for more than 100 years. After the initial 

fascination and curiosity, telecom became recognized as an important means of political 

power and for the general development in a similar way as energy and electricity. The 

telecom services turned into "commodities" and the industry seldom became first page 

news. As commodities, the services were expected to function whenever needed. Experts 

employed by the government-owned PTT (Post, Telephone, Telegraph) took all decisions 

about acquisition, installation and administration, choice of standard, type of equipment, 

design and even the colour of the terminals. The Swedish example of PTT, Televerket, 

owned the whole infrastructure including the telephone sets until the end of the 1970s. 

Later, there were some possibilities to choose handset type and a few more and brighter 
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colours were introduced besides the initial black and grey. Nevertheless, there were 

virtually no decisions left for the users.  

 

Countries differed regarding at what pace specific services were offered to the citizens. 

Just to get a telephone line could in some countries be achieved in a week while in others 

it could take several years or even decades. In some countries where delivery of telecom 

(mainly telephony) services was especially slow, there were complains about the pace but 

no big debate about the necessity to change the way to handle this business by changing 

from monopoly to a competitive market. There was neither popular movements, nor 

discussions or any other pressures to change the situation. 

 

2.3.2 Today’s landscape and new rules  

 

With the liberalization of the telecom market, the users found themselves in a radically 

different situation compared with the monopoly regime. They could and had to choose 

between different service providers, ranges of functions and services, pricing and billing 

schemes, increased equipment assortment and contract types. The public sector was not an 

exception. The change occurred during a relatively short period. It started in Sweden in the 

1980s with the liberalisation of telecom equipment market and from 1996 of any kind of 

telecom service or equipment. Today’s telecom market is characterized by:  

 

Rapid and diverse technical development (several techniques to solve the same 

requirement)  

Earlier introductions of technical changes in telecom were mainly aiming to substitute the 

already existing service by making it cheaper and/or more efficient, e.g. the analogue 

transmission and switching were substituted by digital without big changes in the delivery 

of telephone service. 

 

During the last two to three decades, several new technical solutions, techniques and 

possibilities to communicate have been introduced and the same requirement can be 

solved by competing techniques. The most important technologies introduced during the 

last two to three decades from the users’ perspectives are: 
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o Mobility with possibility to communicate anytime and anywhere 

o Internet with interactivity, e-mails, easy access to information, intranets and 

extranets, interest groups and e-commerce. 

o Broadband with shortening waiting times and possibility to receive great 

volumes of information almost instantaneously 

o Convergence – combination of voice, data, image etc. is becoming the most 

natural way for using communications devices. The mobile phone is also a 

camera and computer.  

 

Competition (political decision) 

Competition on the telecom market was not demanded by the general public (especially 

not in a developed country like Sweden where telecom was well functioning and the 

number of connected lines very high), not by the monopolistic public utilities, not even by 

the telecom equipment manufacturers that often were working in symbiosis with the 

monopolists. Examples of such cooperation were in Sweden between Televerket and 

Ericsson (the company Ellemtel), in France between Alcatel and France Telecom and in 

Germany between Siemens and Deutsche Telecom.  

 

It was political foresight, action and decision to introduce competition to public utilities. 

To control and to regulate are the main functions for governmental authorities today9. 

Telecom is characterized by its diversity of solutions, unforeseen changes e.g. in pricing, 

bundling and market offers after de-monopolization (as for airlines, news or TV) and 

explosive technical development that took place in parallel with market liberalization. 

 

Globalisation (market) 

Globalisation is a natural step after liberalization of the previously strictly national 

monopolies. We are changing our way of acting with new possibilities to communicate as 

“at home” on any location on the globe. Telecom is a network industry and practically 

everyone is one way or another linked together by more or less standardized solutions.  

 

 
                                                 
9 such as Post- och Telestyrelsen (the Swedish National Post and Telecom Agency) and Konkurrensverket 
(the Swedish Competition Authority) 
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To communicate and work anywhere and anytime (new requirements) 

The technical development makes it possible for many categories to create working 

conditions similar as at the “ordinary” work place and to perform equally well. With new 

working patterns, users are getting more and more dependent on well functioning telecom. 

This puts new requirements on coordination between different suppliers and 

standardization. 

 

2.3.3 Telecom market development in Sweden  

 

Sweden has a long industrial tradition within telecom, as one of the oldest global and still 

strong telecom manufacturer is Ericsson (earlier LM Ericsson). LM Ericsson was 

established in 1876 as, already from the beginning, a telecom equipment manufacturer. 

The monopolistic operator was Televerket. Sweden never had a formal monopoly on 

telecom. Nevertheless, Televerket had a good name and a very strong position as a de 

facto monopoly. 

 

De-monopolization of the telecommunications sector in the U.S. started in the 1960s and 

the break up of AT&T took place in 198410. In the UK, British Telecom began to operate 

under a license in 198111 and two years later a regime of duopoly was established with 

two fixed telephony and two cellular operators. 

 

Already in 197912 Televerket forecasted strong future competition. They pointed out that 

competitive threats were particularly serious for Sweden since Sweden had no legal 

protection of the monopoly.  

 

The main principle before the 1980s was that the network as well as all equipment 

connected to it e.g. exchanges, telephones and other devices, should be installed, owned 

and maintained by Televerket. The monopoly on the subscriber equipment market was 

abolished completely by 1989. The liberalization of the Swedish telecommunications 

                                                 
10 On January 1 the Bell System ceases to exist. In its place are seven Regional Bell Operating Companies 
and a new AT&T that retains its long distance telephone, manufacturing, and research and development 
operations. (www.corp.att.com/attlabs) 
11 British Telecommunication Act 1981 
12 Telestyrelsen 790116 SM 1 
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market was a fact with the establishment in 1992 of Telestyrelsen (National 

telecommunications Agency, later Post- och Telestyrelsen) and by the 

Telecommunications Act from 1993, which made the National Telecommunications 

Agency became responsible for equipment approval, frequency management and in 

addition for overall responsibility for licensing.  

 

Telecommunication Act 

The Swedish telecom market changed radically with the introduction of a new 

telecommunications law. Since Televerket’s monopoly was not regulated, the telecom 

sector actually needed a regulation. Behind the idea of liberating the telecommunications 

market was a deep belief that consumers benefit from competition since competition will 

stimulate new services and price reductions. The Telecommunication Act (Telelag, 

1993:597) has since its inception in 1993 been complemented with several amendments. 

The new current The Electronic Communication Act (Lag om elektronisk kommunikation, 

2003:389) is valid from July 2003 and regulates all kinds of services that can be 

transmitted over the electronic media. 

 

3  Methodology 
 

In many ways I have always been - if not a researcher - a searcher or an investigator with 

childish curiosity and a reflecting and analyzing mind. Still, I only started a few years ago 

to work as a full time researcher.  

 

It seems to me as if I have been working with telecom during my whole life. Public 

procurement became my area of interest some 20 years ago by moving from the telecom 

manufacturer Ericsson to Statskontoret to be technically responsible for an investigation 

on the possibilities to reduce the cost of data communication for the Swedish central 

government agencies. This investigation could easily be compared with research studies. 

As the result from the investigation, the Swedish government decided to establish the 

STATTEL-delegation to execute the findings and ideas in practice through public 

procurement of telecom services for the Swedish public sector. 
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Since then, I have continuously been following these two areas of my interest: 

telecommunications and public procurement, and especially the combination of the two. 

To follow telecom development has been and still is a fascinating journey and the 

combination with public procurement is an irresistible challenge (at least for me). My long 

engagement in areas of telecom and public procurement provided me a high level of pre-

understanding. 

 

 3.1 Research design 

 

3.1.1 Positivism, post positivism and pragmatism 

Positivism originates from the French philosopher Auguste Comte. Positivism assumes an 

objective world and seeks to predict and explain casual relations between key variables, 

thus deterministic. The key approach for positivists is through experiments. Gephart 

(1999) argues: “Post positivism is consistent with positivism in assuming that an objective 

world exists but it assumes the world might not be readily comprehended and that variable 

relations or facts might be only probabilistic, not deterministic. Thus the positivist focus 

on experimental and quantitative methods used to test and verify hypotheses have been 

superceded or complemented to some extent by an interest in using qualitative methods to 

gather broader information outside of readily measured variables.”  

 

One of the differences between positivism and post positivism concerns objectivity. For 

positivists, an important characteristic of a researcher is his/her objectivity. This is rejected 

by post-positivists, as they don’t believe that a researcher can see the “reality” of the world 

as each researcher is biased in their observations and characterised by interpretivism. It 

means that full objectivity can never be achieved, only an approximation. In order to get as 

close as possible to objectivity, it is important to get multiple perspectives. 

 

Possibly the approach towards knowledge creation and research design that influenced me 

most and that felt and still feels the most appropriate for this type of research is 

pragmatism. A researcher – pragmatist consider practical consequences an important and 

vital element of both meaning and truth. In a way pragmatism is an alternative and can be 

considered as synthesis of thesis – positivism (characterised deterministic cause – effect) 

 34



and antithesis – post positivism (characterised by socially constructed believes). 

Pragmatism deals with meaningful actions through conditions-actions-consequences 

(Wicks and Freeman, 1998, Goles and Hirschheim, 2000, Goldkuhl, 2008). 

 

After quite a long time to fit my research in positivistic and/or post-positivistic brackets, I 

feel that pragmatism that suggests combining some elements from both approaches suits 

me best.  

 

Pragmatism was developed in the US in the early 20-century as a reaction to both 

positivism and post-positivism. Behind pragmatism ideas were philosophers such as 

Charles Sanders Peirce13 (considered the one who first used this term), William James, 

George Herbert Mead and John Dewey. From the pragmatic point of view it is ideal for 

the research and especially qualitative research to have a close relationship to the studied 

object or subject. 

 

Goldkuhl (2004) points out that Pragmatism has a clear foundation in empirisim, but goes 

beyond a pure orientation to observation of a given reality…pragmatism has an interest 

not only for what ‘is’, but also for what ‘might be’…Pragmatism can be understood as a 

philosophy that fully acknowledges …mutual permeation of knowledge and action.  

 

Pragmatism is concerned with action and for a pragmatist actions are significant and 

fundamental to study. Practicality of the knowledge is an important criterion to 

differentiate between meaningful and not meaningful knowledge. (Goldkuhl, 2004). 

 

An important aspect of pragmatism is the idea of the future. …for empiricism, in a world 

already constructed and determined, reason or general thought has no other meaning than 

that of summing up particular cases, in a world where the future is not a mere word, 

where theories, general notions, rational ideas have consequences for action, reason not 

necessarily has a constructive function. (Dewey, 1931) The idea is that the future should 

also be taken into consideration and that …takes us to the conception of a universe whose 

                                                 
13 The origin of Pragmatism goes back to Charles Sanders Peirce, the son of one of the most celebrated 
mathematicians of the United States, and himself very proficient in the science of mathematics; he is one of 
the founders of modern symbolic logic of relations. (Dewey, 1931)  
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evolution is not finished, of a universe which still, in James’ term, “in making,” “in the 

process of becoming”…(Dewey, 1931) 

 

I found the practical theory approach especially attractive as I hope that my work and 

findings can be of use not only within the academia but also by practitioners: buyers from 

public administrations and sellers from private companies.  

 

This thesis has a positivistic approach with a strong influence from pragmatism through 

the usage of qualitative methods such as case studies. The case studies are within the area 

of my own expertise and experience: telecommunications and public procurement. In 

order to increase the objectivity and validity of my findings a rigorous triangulation 

process was applied for each case study as well as for every important phase of case 

studies. 

 

3.1.2 Elements of a case study approach 

 

Definition and purpose 

A case study is defined as “an empirical inquiry that investigates a contemporary 

phenomenon within its real-life context, especially when the boundaries between the 

phenomenon and context are not clearly evident; and in which multiple sources of 

evidence are used” (Yin, 1984, p.23). The purpose of a case study research is to bring an 

understanding of a complex issue or object. It can also extend experience or add strength 

to already acquired knowledge from previous studies. Typically, case studies emphasize 

detailed contextual analysis of a limited number of conditions or events and their 

relationship. 

 

There is no one specific view on case studies. For example Yin (2003) argues that case 

study is an appropriate approach if: 

- a researcher wants to get answers to questions: how and why 

- a researcher has little or no control over the events 

- focus is on contemporary phenomenon in real-life. 
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Eisenhardt (1989) argues that case studies can be used: 

- to describe a phenomenon in the specific context 

- to test a specific theory 

- to generate a theory 

 

The purpose of qualitative studies is to generate understanding (Stenbacka, 2001, p.551) 

and “They [qualitative data] are a source of well grounded, rich descriptions and 

explanations of processes in identifiable local contexts. With qualitative data one can 

preserve chronological flow, see precisely which events led to which consequences, and 

derive fruitful explanations.” (Miles and Huberman, 1994)  

 

A longitudinal study involves repeated observation of the same items over longer periods 

of time and the correlation between them. This research is longitudinal as it is observing 

the development of telecom and the phenomenon of public procurement of telecom as a 

change agent during a period of some 20 years. This research is longitudinal in another 

aspect as the case study STATTEL existed between 1991-1996 while SOTIP was first 

published in 1995. Most of the written sources are from the time of STATTEL’s existence 

and SOTIP’s development, but the interviews were carried out some ten years later giving 

time for reflection upon the events that happened years earlier. 

 

The main qualitative methods that I have used to get the results are three case studies, a 

limited number of semi-structured interviews, written sources and my own experiences, 

and pre-understanding of the subject using triangulation for the validations of my findings. 

 

Process of case study 

Case study researchers such as Robert E. Stake, Helen Simons and Robert K. Yin suggest 

techniques that could be summarized in five steps: 

1. Determination and definition of the research questions 

2. Selection of the cases and determination of data gathering and analysis techniques. 

Single or multiple cases can be chosen to investigate in depth a specific 

phenomenon. Conclusions from each case can contribute as information to the 

whole study, but each case remains as a single case. 
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3. Preparation for the data collection including anticipation of possible major 

problems and events, identification of key people and so on. 

4. Evaluation and analysis of data including possibility for new opportunities and 

insights throughout the evaluation and analysis process. Triangulation through 

multiple data collection methods and analysis techniques can strengthen the 

findings and conclusions of the specific research. 

5. Preparation of the report 

 

Reliability and validation through triangulation 

Reliability and validation are the corner stones for the credibility and trustworthiness of 

the quality of the case study approach. The preferable method for reliability and validation 

of the case studies suggested by both Eisenhardt and Yin is triangulation. 

 

Triangulation is a term used by surveyors and sailors to determine a location or position by 

observing the intersection of three points. In research, triangulation (Denzin, 1978, p.3) is 

a method to check and establish the validity in a qualitative research approach. 

Triangulation can be defined as a “validity procedure, where researchers search for 

convergence among multiple and different sources of information to form themes or 

categories in a study.” (Creswell and Miller, 2000) 

 

The most common types of triangulation are: 

- data  

The use of different sources of data/information e.g. by interviewing different 

stakeholders 

- investigator 

Through different investigators that use the same qualitative methods 

- theory 

Through the usage of different perspectives from experts from different disciplines 

- methodological 

Through different qualitative and/or quantitative methods for example by using 

interviews, document analysis, observations etc. 

- environmental 
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Through staging case studies in different environments by choosing different locations, 

times etc. 

 

Patton (2002) strongly recommends the use of triangulation: “triangulation strengthens a 

study by combining methods. This can mean using several kinds of methods or data, 

including using both quantitative and qualitative approaches.” (p.247). Golafshani (2003) 

agrees: “Triangulation may include multiple methods of data collection and data analysis, 

but does not suggest a fix method for all the researches. The methods chosen in 

triangulation to test the validity and reliability of a study depend on the criterion of the 

research.” 

  

3.2 Empirical data - Three case studies 

 

Three case studies are central starting points of this thesis. All three deal with public 

procurement of telecom services. However, they are quite different in their character: 

1. STATTEL-delegation (1991-1996), a governmental commission established in 

order to procure telecom for the Swedish public administration in competition. 

2. SOTIP (Swedish government Open Telecommunication systems Interconnection 

Profile) model developed and first published in 1995 by STATTEL. SOTIP 

structured telecom requirements on individual, group and organizational levels 

outgoing from the public administration’s users’ needs. 

3. City of Stockholm’s procurement of integrated services of IT and telephony. 

 

Selection of cases 

The first and third case studies illustrate the radical changes of the development of the 

telecom market and the importance of public procurement for these changes. The second 

case study, SOTIP, is a model, which was developed as one of STATTEL’s project and 

first published in 1995. It illustrates the transfer of power from suppliers to users/buyers.  

 

This research is longitudinal and the two studies STATTEL and the City of Stockholm are 

time limited activities in a concrete context. The case study SOTIP is longitudinal by 
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nature as it is a model developed and tested in a specific context but at the same time it has 

been used and still is partly used as a model for telecom procurements.  

 

Data collection 

This thesis use the following data:  

- Interviews  

The semi-structured interviews had a twofold purpose: 

- Part of the sources for the case studies 

- Opinions on more general questions dealing with service procurement for the 

public sector such as procurement of service vice procurement of products, 

importance of RfP, needs of negotiations, organizational forms for public 

procurement of telecom, differences, if any, between public and private 

procurements of telecom.  

- written sources  

1. Literature studies 

2. Publicly available written information from government authorities 

3. Websites  

4. Press 

The literature studies can be grouped into the following topics: 

- B2B 

i. Purchasing, buying 

ii. Marketing, selling 

iii. Outsourcing 

- Public sector and public procurement 

- Telecommunications 

- eGovernment and electronic procurement 

- own memory 

 

Interviews 

Eleven interviews were conducted in 2005 and two in 2007. All interviews were carried 

out in person with a digital recorder. The duration varied from 40 min to 4 hours. The 

interview language was Swedish. All interviews are available on CDs. All of the 
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interviews were semi structured using an interview guide with open questions prepared in 

advance.  

 

Key persons were chosen for interviews in order to get as complete as possible views from 

different perspectives. Seven interviews regarded representatives from the public sector 

(procuring/buying side) and six interviews with representatives from the private sector 

(supplier/seller side).  

 
Written sources  

Each time I started to look for a term, a fact or a name in an article that I was reading, a 

new journey began with Linköping University Library and Google as main fields of 

exploration. The explorations always had a high degree of serendipity making time flying 

and your mind wandering to sometimes-unknown fascinating areas, and often leading to 

new discoveries or just unexpected comments. Some routes took me absolutely too far 

away from the main objectives but sometimes you suddenly got struck by an interesting 

new point of view or solution, appropriate and adequate to your work. 

 

Public procurement is not exactly one of the top ten research topics. On the one hand, 

information is quite scarce in scientific journals on public procurement, especially from 

business administration point of view.  

 

On the other hand there is an enormous amount of information on the same subject 

available from other public sources. The publicly available information on the public 

sector in Sweden or any European country, EU, US, Canada or Australia is abundant. It is 

due to requirements for insight from citizens and control organizations. Each organization 

keeps records of documents, protocols and decisions for quite a long time in their archives 

and nowadays on their websites. A part of these documents, such as Request for Proposals, 

decisions, press releases and contracts, deals with public procurement issues. These 

documents tend to be lengthy and complicated, sometimes even for jurists. For example, 

the documents for procurement of IT and telephony for the City of Stockholm occupy two 

full CDs. According to TietoEnator, just in Sweden there are 210-220 procurements of IT 

with 230-250 suppliers involved and 4500 tenders produced as a minimum. And the public 
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sector is procuring not only IT and not only in Sweden. Another important source of 

information is the Public procurement legislation – in Sweden LOU.  

 

As the method to deal with this situation, I decided to read the theoretical approach on 

B2B in the articles available in journals and books and about the public sector and 

especially public procurement from publicly available documents. The next step was to 

compare B2B with public procurement and find out similarities and differences in order to 

investigate if a specific theoretic approach is relevant in the public procurement context. 

 

In order to catch the time aspect, it was interesting to make a press review from the time 

when the described events took place. It is difficult to get access to press archives as they 

are not generally open to the public and you have to have subscriptions or be allowed to 

browse freely through their old articles. In addition, not all of them are on the Internet and 

to find them you have to go there in person. Fortunately, I had most articles available 

through Statskontoret’s archives. Press information is on-the-spot account on what took 

place at the time when an article is written. This information can be compared with the 

interviews that reflect the same event or fact almost a decade later. 

 

Websites are very good sources of information about current status of many organizations, 

which reflect what they themselves consider important and how they want to be presented 

to the outside world. In my case, they were input for finding useful information. 

 

My role in this research  
In the case of the City of Stockholm procurement, I had the opportunity to study it ex post 

mainly through reading written sources and also in connection with meetings with 

representatives from both the seller and buyer sides. As I was not directly involved in this 

procurement not even as a consultant, I could study the case in a "classic" researcher's way 

from aside as is often considered advantageous since the investigator is not involved and 

has no or very little possibility to influence the development.  

  

I was highly involved in the two other case studies. In the STATTEL-delegation, I had the 

position as the technical director responsible for all technical decisions and consequences 
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of them. To initiate, develop and make decisions in technical matters were my primary 

objective. I was the project leader for the SOTIP project and the mastermind of the model. 

At that time, I had no ambitions or intentions to do any academic research. No researchers 

from the academic field of Business Administration, Economics or political science were 

involved in the work of STATTEL and SOTIP. The only researchers involved were from 

the telecommunications field. There were many consultants involved but on purpose they 

had never full insights. Instead, they were used to consult on specific subjects or they were 

experts in specific fields.  

  

I would classify my earlier involvement as a high-level of pre-understanding (Yin 2003). I 

was tempted to consider my research as an action oriented (Gummesson 1985, Norman 

1976) or as an ethnographical approach, but I found that my situation is actually much 

easier. 

  

The description and analysis of the case studies of STATTEL and SOTIP were carried out 

through extensive usage of written sources such as public documents, internal memos, 

presentations and press excerpts from the time of STATTEL and SOTIP and immediately 

after as well as semi-structured interviews. The interviewees could quite freely express 

their opinions as well as reflect over their own actions. After 10 years, most of the 

interviewees had changed their professional positions and their statements did not 

influence their situation today. I consider that my high level of pre-understanding helped 

me to ask adequate questions and get well-considered answers.  

  

I could have done a similar exercise with myself. I could have answered the same 

questions as I asked the interviewees and analyse them together with the other answers. 

My situation is in many ways similar to the interviewees' situation as I am not anymore 

directly involved in public procurement activities. However, in my researcher role, I have 

used my knowledge as pre-understanding and sometimes as recollection of dates and facts 

that could also be confirmed by others. 
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Evaluation and analysis of data 

Data triangulation has been used as the main method of evaluation. Each case study has 

been evaluated separately. 

 

3.2.1 Case study: STATTEL-delegation 

  

For the STATTEL case study the main sources of data are: 

 

Contemporary press information in order to receive broad contextual information 

The STATTEL-delegation and its procurement were well known at the time of its 

existence and a few years thereafter. Therefore, there exists rich press information with 

articles, interviews, analysis, speculations and news. These sources provided good 

possibilities to get the atmosphere and broader context of the time when STATTEL was 

up and running. Most of the press exerts are from the Swedish press, but STATTEL’s 

procurements gave also an international echo.  

 

Publicly available material  

This part can be divided into three main sources from the public sector represented by 

documents from the Swedish government, Statskontoret and STATTEL-delegation such as 

PMs, Request for Proposals, government directives, reports and presentations on different 

conferences, documents produced by the private sector and available publicly mainly 

offers, correspondence with STATTEL-delegation and conference presentations, and 

framework contracts, which are documents developed in common effort and signed by 

STATTEL-delegation and private companies that were awarded with these contracts. 

 

Interviews 

The interviews were conducted some nine years after the dissolving of the STATTEL-

delegation. The interviewees were carefully chosen to represent as broad as possible range 

of backgrounds and opinions and at the same time with considerable knowledge of public 

procurement and telecom as well as having been directly or indirectly involved in 

STATTEL’s works. One of the possible problems with the interviews could be my own 
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involvement in STATTEL activities and decisions as technical director. Below I will 

clarify the relations I had and have with the interviewees. 

 

Two of the interviewees were members of the STATTEL-delegation: Jan Rydh, the 

chairman and Ann-Marie Nilsson, the general manager of the STATTEL-delegation. As a 

technical director in STATTEL, I had a close relation to both of them. Their answers were 

more of reflections upon their own work and achievements of the delegation. Inger 

Höglund from Statskontoret took over the responsibility for STATTEL’s framework 

contracts and still is responsible for telecom procurement at Verva (earlier Statskontoret). 

She was sporadically involved in STATTEL’s activities, hence, known by me. Per Olof 

Gustafsson from the City of Stockholm has been involved in the City’s decision to 

participate in the STATTEL’s procurement of telephony services, hence, known by me. 

His current responsibilities do not concern procurements of telecom. His answers can be 

considered as reflections upon his own and the City of Stockholm's involvement. I did not 

previously know the two other representatives from the public sector, Bengt Rapp from 

the City of Stockholm and Anne Serving from Stockholm County Council. 

 

I have previously met all the representatives from the private sector, mostly in the strict 

environment of public procurement. One of the representatives, Sylwester Marat, became 

with time a friend of the family. We have not had any professional activities together after 

the dissolving of STATTEL.  

 

My role 

As a technical director, I was highly involved in almost all activities and decisions taken 

by the STATTEL-delegation. My involvement has two main implications on this research. 

On the one hand, it gives me a high level of pre-understanding. On the other hand, it could 

bias my research. 

 

Triangulation 

In order to avoid the trap of subjectivity and bias and achieve objectivity as much as 

possible, the method of triangulation was used. I have tried to get confirmation of each 
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statement through several different sources by combining interviews from different sides, 

formal written sources as well as press exerts. 

 

3.2.2 Case study: SOTIP 

 

Several sources were used in the case study SOTIP. The interviews were carried out with 

the same people as for the case study SOTIP. 

 

The development of SOTIP can be considered as research by itself. I was the project 

leader for SOTIP. Below is a brief recapitulation of the research project SOTIP. 

 

SOTIP as a research study: 

1. The aim and objectives were early stated: to find a model for procurement of 

telecom outgoing from the users' needs and requirement independently of technical 

solutions, ownership and type of connection. 

2. Abductive14 approach was applied 

3. Starting with an inductive quantitative thorough survey of telecom costs, which 

resulted in some contra intuitive results 

4. The deductive approach was applied by developing a model with user types, 

individual, organizational and management functionalities, and interfaces as 

hypothesis 

5. Continuous validation via formal acceptance of each step of the model 

development was achieved through meetings in a reference group with 

representatives from Swedish authorities.  

6. Two broad national and international surveys were carried out: one half way into 

the research in order to test the main idea and approach and the other before 

publishing the first version. Answers were collected, evaluated and changes 

accepted by the reference group. 

7. The real life test of the model was carried out through public procurements of 

telecom (STATTEL, the City of Stockholm) 

                                                 
14 Abduction, or inference to the best explanation, is a method of reasoning in which one chooses the 
hypothesis that would, if true, best explain the relevant evidence. Abductive reasoning starts from a set of 
accepted facts and infers to their most likely, or best, explanations. 
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8. The long term validity was achieved by the acceptance and adaptation of the model 

by the European Commission as EOTIP 

9. Several interviewees pointed out that after STATTEL had used the SOTIP model 

as the base for procurements of telecom, it became the general way of also for 

others. It changed the mindset and a “paradigm shift” (Kuhn 1962) took place.  

 

There are several sources of data in the SOTIP case: 

 

Contemporary press information in order to receive broad contextual information 

The press articles provide quite a good overview of how SOTIP was seen by the 

contemporary press. Most of the articles are more informative than news, and was 

published in specialized journals. 

 

Publicly available material 

The main sources are derived from the model itself such as two versions of SOTIP, EOTIP 

and the work program SPRITE projects concerning further development of EOTIP. In 

addition, there are responses on enquiry for comments and correspondence between the 

Swedish representation in SOGITS15 in the European Commission.  

 

Interviews 

The same people were interviewed on the same occasion for STATTEL and SOTIP case 

studies. There is a clear risk that being interviewed by a person who actually developed 

the model biased the interviewees. I was trying to exclude any personal remarks from the 

material for the purpose of evaluation and later analysis.  

 

My role 

My role in the development of SOTIP was decisive and therefore also pre-understanding 

pronounced. At the same time the whole project was performed as a research study with 

high degree of objectivity and truthfulness. 

 

 

                                                 
15 SOGITS – Senior Official Group IT Standardization 
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Triangulation 

As my role in the development was much more prominent than in the STATEL case, I was 

particularly careful to use as much as possible independent sources. I also briefly showed 

how the project was carried out in order to give a further understanding and usage of my 

own knowledge of the subject as one of the inputs for this case study. 

 

3.2.3 Case study: The City of Stockholm procurement of ICT 

 

The situation is different for the case study of the City of Stockholm's procurement of ICT 

as I was not at all involved in this activity. My role, without any control over the events, 

can be compared with the one proposed by Yin (2003). However my pre understanding 

was quite good due to earlier experiences with both public procurement and ICT. 

 

Several sources have been used also in the case study of the City of Stockholm 

procurement of ICT. The two most important are the interviews and the written sources. 

The main written sources used in this investigation are: 

- A limited number of contemporary articles in the press, TietoEnator’s press 

release,  

- Request for Proposal 

- Framework contract between the City of Stockholm and TietoEnator 

- TietoEnator’s PowerPoint presentations 

 

4.  Papers 
 

4.1 Public Procurement as a Change Agent; The Case of the Swedish Telecom 

Market Development, Staffan Brege, Per-Olof Brehmer, Helena Lindskog 

 

The Swedish market for telecommunication has experienced a revolutionary development 

during the last twenty years. There have been two very strong driving forces – technical 

development and de-monopolization (Karlsson,1998).  From no choice in a monopoly 

market and one single technical solution, buyers today have to take a myriad of bigger and 

smaller decisions when choosing between technical solutions, variety of terminal 
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equipment and diverse pricing schemes on a competitive market with national and 

international as well as regional and local players. 

 

Purpose 

The purpose of this article is to investigate how public procurement can be used as a 

change agent by being first to exploit new business and technology opportunities, and as a 

role model for public and private organizations and companies to follow. This 

investigation is based on the Swedish government usage of the public procurement in 

order to influence the development of telecom market from monopoly to full competition 

over the period of the last three decades.  

 

Frame of reference 

In the marketing literature and especially within business-to-business marketing the 

importance of demanding customers in innovation and product development processes has 

been widely acknowledged. For example Axelsson and Hakansson (1984) define three 

different roles for purchasing:  

- The rationalization role – to buy at very competitive prices which will put pressure 

on supplier efficiency. 

- The developing role – to monitor the technical development (product and process) 

in different supplier segments and to encourage the suppliers to technical 

development projects. 

- The structuring role – to develop and maintain a supplier structure with a high 

potential for both development and efficiency. 

 

Role of public procurement in the development of telecom industry 

Five different roles were identified building on Axelsson and Håkansson (1984) three 

generic roles.  

 

Role 1: Executor of de-monopolization and introduction of competition (structuring role) 

Firstly, the Swedish government concentrated on legislation to achieve competition.. 

Secondly, the establishment of STATTEL-delegation can be seen as a step in speeding up 

the process from legal to real competition by procuring telecom services on behalf of other 
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public agencies. The important reason was the dominating position of the incumbent 

operator Televerket. The competition became a fact on the Swedish market. 

 

Role 2: Developing user oriented need specifications (development role) 

SOTIP (Swedish government Open Telecommunication systems Interconnection Profile), 

which was used as a base for public procurement is an example of a model that takes 

different working situations as the starting point. The model indicated a new way of 

looking at telecom in public organizations, from an administrative cost to communication 

as a mean for business development.  

 

Role 3: Role model for private sector purchasing (rationalisation role) 

The technical specifications from big public procurement are often used as role models 

and the winners in public tenders get an advantage in offerings towards the private sector. 

With a winning offering from the public sector, the gained knowledge can be used to 

enhance the telecom operators' ability to pinpoint specific needs creating an opportunity to 

further support customers' use of telecom beyond its technology.   

 

Role 4: Technology specification and standardisation (structuring and rationalisation roles) 

The public sector can put pressure on suppliers to follow international standards through 

coordinated public procurements, especially European standards in the case of Sweden 

and other EU countries. This was and still is of special importance for the telecom industry 

since most standards historically were national.  

 

Role 5: Price cutter by creating purchasing power (rationalisation role) 

Possibly, the most obvious pressure from the public sector’s buying power is the ability to 

reach price reductions. This is especially interesting in case of big framework 

contracts/agreements done on behalf of other public agencies for a substantial number of 

sometimes quite small agencies that can benefit from price reductions as a part of 

aggregated buying volume.  
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Development of the Swedish telecom Market 

 

Phase 1: Monopoly situation 

Services

Switching infrastructure

Transmission infrastructure

Long distance

Long distance

Local

Local

PABX

Wiring

Voice

Fax

Central switching

Cable, radio links

 
Fig. 3 Bundling in monopoly situation 
 

Phase 1 (up to 1980) can be summarized as a period with full monopoly in Sweden in 

which the telecom services were provided by the national government owned monopolist. 

The services offered were fully bundled and the only way to reduce cost was to reduce the 

outgoing traffic by having less number of users and/or reducing number and duration of 

calls. 

 

Phase 2: Partial competition 

Services
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Transmission infrastructure
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Fig. 4 Components of own telecom network 
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Phase 2 (1980 - 1996) can be summarized as a period with partial competition (on 

equipment but not on fixed telephony). The infrastructure, equipment and services were 

unbundled in order to decrease costs through using own network and get internal traffic 

for “free”, and the telecom services were still provided by government owned national 

monopolist. 

 

Phase 3: Full competition on the telecom market 

 

In the first half of the 90s governments started to contemplate the possibility of 

introducing full competition on the telecom market. The Swedish government was the first 

one in Europe to introduce full competition in spite of no demand from general public for 

competition on telecom. The establishment of STATTEL delegation (a governmental 

commission for public procurement of telecom services) was an important step for the 

introduction of competition by using the buying power of public administration 

(STATTEL, 1992). 

Services

Switching infrastructure

Transmission infrastructure

Long distance

Long distance

Local

Local

PABX
Router
Base station

LAN
Wiring
Wireless…

Voice

Text

MessagingData

Image

Video

Fax

Mail

Incumbent telecom
Communities
Power

Fixed and mobile operators,
Internet

User’s decision to choose

  
Fig. 5 Possibilities of choice in competitive environment 

 

Phase 3 (1996 - 2003) can be summarized as a phase that started with legal competition on 

all telecom services, equipment and infrastructures locally and on long distance, which 

was the result of a mainly political strive for competition in a situation where it was 
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absent. In Sweden the STATTEL-delegation was a tool for government to speed up the 

introduction of real full competition on the telecom market.  

 

After a few years following the opening of telecom market to full competition (from legal 

to real), the situation on the telecom market changed quite radically with strong 

competition on all levels including possibilities to meet the same requirements through 

different competing technical solutions, convergence between fixed and mobile, voice, 

image, video and text and an explosive development and variety of terminal equipment 

(Kommunikationsdepartementet, 1996). At the same time the importance of telecom for 

public agencies increased and became an important management question. 

 

Phase 4: System integration 

 

GSM,3G, IP, wireless…

Broadband, IP…

PSTN, ISDN… …

 
Fig. 6 Convergence and competing technical solutions 

 

Today, the users are not any more homogeneous but it is still necessary for the buyer to 

specify requirements that correspond with some typical user situations with well-defined 

interfaces of responsibilities and quality of services. At the same time changes in users’ 

behaviour put new requirements on services and their delivery and in turn stimulates the 

technical development. It is like a spiral wheretechnical development results in new 

possibilities of usage that create new requirements that give new services and technical 

solutions and so on. 
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Bundling, unbundling and re-bundling has become the rule on the telecom market. Players 

are coming and going, techniques succeed or fail, equipment become of common use or 

another gadget to be thrown out as useless. The suppliers' market is very diverse with 

many small niche or regional suppliers and some full range operators, some national and 

international players and several system integrators.  

GSM,3G, IP, wireless…

Broadband, IP…

PSTN, ISDN… …

System

integration

GSM,3G, IP, wireless…

Broadband, IP…

PSTN, ISDN…

System

integration

Re-bundling

 
Fig. 7 Position of system integration and offering outgoing from typical user situations 

 

Phase 4 (2003 - ) can be summarized as a situation with full competition not only between 

providers of the same technique but also between several technical solutions. The main 

driving force is technical development and consequences of convergence and competing 

technologies. Services are bundled into total offerings covering all relevant aspects 

considering that telecom is not seen as a core business but as a tool not only to achieve 

better overall cost reduction but also to increase service level to the public sector’s 

customers. New players such as system integrators began to play a more decisive role 

since they don’t have the tradition of dividing their business upon the technological base 

needed for the contract but rather on the customer needs.  
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Comparing the phases  

External reengineering (to fulfill 
the demands from the customer 
/citizens and at the same time to 
decrease internal costs)

Internal reengineering (The 
role of telecom inside the 
organization in order to 
reengineer internal 
organization)

Telecom traffic and 
related telecom cost 
(equipment, 
maintenance, personnel)

Telecom traffic cost 
reduction

Business 
development 
perspective

2003 -1996 – 20021980 – 1996⇒1980Time period in 
Sweden

Full competition and freedom of 
technical solution

Full competitionCompetition of 
equipment and monopoly 
on service

Full monopolyCompetitive 
situation

System integrators (ie. 
TietoEnator, TeliaSonera, IBM, 
WM-Data)

Telecom operators
(ie.Telenor, 
TeliaSonera,Tele2)

Manufacturers and 
telecom distributors (ie. 
Ericsson, Philips, 
DotCom, Televerket)

Telecom monopoly (i.e. 
Televerket)

Example of provider

Telecom is a part of the 
organizational cost to provide 
services to customers/ citizens 
and a means to business 
development

Investments in telecom as a 
means for overall cost 
reduction in the organization

Internal traffic volume 
becomes free, transfer of 
more traffic to own 
network

Decrease the traffic 
volume

Cost reduction 
means

Integrated telecom and data 
communication 
services/solutions.

Telecom function and 
telecom services (as two 
parts in the contract)

Telecom equipment, 
leased lines, maintenance 
packages to operate the 
own telecom network

Telecom function but 
not equipment

To buy

StrategicStrategicTechnical AdministrativePurchasing decision 
making level

Main driving force Political Political Political Technology

 
 

Table 2 Continuum of development in public procurement of telecom (Swedish example) 

 

Conclusions 

Buying telecom has done a long journey of transformation from buying fully bundled 

service from one supplier to buying full bundled service from one supplier. Superficially, 

it appears that we are back to the starting point. However, the starting point was in a 

monopoly situation when the supplier decided everything and the users’ only power was to 

choose to utilize existing telecom services or refrain/limit from using them. In contrast, 

today the decision of having one supplier is a genuine user decision not to be an integrator 

and own telecom operator. The decision to introduce competition first on equipment later 

on services was taken by politicians and co-ordinated public procurement was used as a 

tool to achieve this goal. Just to change the legislation was considered not to be enough 

due to the strong position of the incumbent operator. The return to fully bundled services 
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from a prime contractor of system integration in a dyadic constellation is mainly due to the 

technical development such as convergence, possibility to choose different solution and 

technology to meet the same requirement as well as the considerable number of suppliers. 

 

4.2 Sourcing, Insourcing and Outsourcing of Telecom for the Swedish Public Sector, 

Staffan Brege, Per-Olof Brehmer, Helena Lindskog 

 
The make-or-buy question of the telecom users in terms of outsourcing or insourcing has 

been given different answers over the period of the last 30 years as the telecom market has 

undergone an unprecedented development passing from full monopoly via partial 

competition on equipment to full competition. 

  

Purpose 

The purpose of this article is to describe and analyze the driving forces of changes in the 

make-or-buy decision of telecom services within public agencies, and discusses the 

implications for purchasing telecom services during different phases of the development 

from buying telecom services in a monopoly situation to buying integrated telecom and 

data solutions under full competition. 

 

Frame of Reference 

Different theories are used to increase our understanding of the make-or-buy decision and 

if the solution is outsourcing or insourcing. The two major theoretical approaches in 

strategy and marketing contexts seem to be transaction cost analysis (cf. Williamson, 

1975; 1979) and core competence thinking (cf. Prahalad and Hamel, 1990) with its 

academic roots in the resource based view of the company (cf. Wernerfelt, 1984; Barney, 

1991). Some authors have also presented more integrated perspectives combining the 

transaction cost and core competence analysis (cf. Reve, 1990; Cox, 1996). 

The lowest cost logic 

Cost is often considered the most important criteria for an outsourcing decision (cf. 

Brandes et al, 1997; Lonsdale and Cox, 1997) by comparing the cost for in-house 

production and external sourcing (McIvor et al, 1997). Williamson (1975; 1979) in his 

famous transaction approach divides the costs into production and transaction costs and 
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thereafter he puts focus upon transaction costs. Transaction costs includes a number of ex 

ante costs such as drafting and negotiations and ex post cost in terms of monitoring and 

enforcing agreements (Rindfleich and Heide, 1997).  

The core competence logic 

The core competence logic emphases the issue of long-term competitiveness rooted in the 

very unique core competence of the corporation. Core competence has by definition 

complex and systemic properties with a lot of tacit knowledge and competences embedded 

in organizational and cultural contexts (Prahalad and Hamel, 1990; Grant, 1991; Javidan, 

1998).  

The control logic 

The control logic is a main feature of transaction cost analysis. Outsourcing should be 

avoided if there is a high risk for supplier opportunism as when a dominant supplier that 

has unique resources (high asset specificity) and/or an information advantage (information 

asymmetry). (Lonsdale, 2001) 

The flexibility logic 

In a very dynamic environment, flexibility could be an important company issue, 

especially when new investments in machinery or new factories are necessary; this could 

be a trigger to outsourcing decisions by transforming fixed costs into variable cost 

(Greaver, 1999; Abrahamsson et al, 2003; Carlson and Lind, 2005). Also a high degree of 

uncertainty of new technology could lead to outsourcing as a means of keeping flexibility 

up and at the same time reducing risks.  

 

Sourcing of telecom for the Swedish public sector 

From the 1980s until now the context of the make-or-buy decision of telecom has at least 

passed four phases, with different outcomes concerning insourcing vs. outsourcing. The 

major enablers of the change process have been de-monopolization and fast technology 

development. A third major driving force has been the demands (externally and internally) 

placed on the public agencies (Brege et al, 2008). Outsourcing is defined as transferring 

products and activities from in-house control of the buying organization to external 

supplier/s and insourcing is when the buyers bring new activities in-house (cf. Gilley and 

Rasheed, 2000; Ellram and Billington, 2001). 
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Insourcing as well as outsourcing of telecom demand strategic attention as:  

• insourcing involves employment of new personal or training of already employed 

staff in order to procure equipment, run and administrate own telecom networks  

• outsourcing involves overtaking of civil servants by private companies as well as 

acquiring new skills in order to carry out the service procurement. 

 

Phase 1 – The sourcing phase under monopoly 

In the monopoly situation up until the 1980s Televerket later Telia, the national telecom 

operator, was a supplier of telecom services with a homogeneous view of the users 

(undifferentiated marketing approach). The responsibility for the bundling of the offering 

was entirely in the hands of the supplier (PTS, 2003).  

Agency

Agency

Agency

Agency

Monopolist
Telecom operator

 

Fig. 8 Monopoly situation - sourcing 

 

The users of the telecom services had to buy from a specific supplier (monopoly) The 

buying telecom services was considered a simple administrative decision due to little 

choice and the offerings were already bundled (homogenous offerings). The only way to 

keep down telecommunication cost was to reduce the number of internal users 

(subscribers) and the amount of outgoing traffic from the public agency.

 

Phase 2 – Insourcing of equipment 

In the beginning of the 1980s, by the introduction of partial competition, the rules changed 

and a new market situation emerged. Manufacturers of for example PABXs could now 
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through their distributors offer equipment directly to the end-users. Competition between 

telecom equipment manufacturers was in place and sometimes quite fierce.  

Equipment
distributor

Equipment
distributor

Equipment
distributor
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operator

Agency

Agency

Agency

Agency

 
Fig. 9 Partial competition - insourcing 

 

Public agencies started to explore the new market situation for building and running own 

telecom networks in competition with the monopolist. There was an extra incentive for 

local authorities since they often owned ducts making installation of optic fibers relatively 

cheap and easy. Hence, local authorities could use their own broadband infrastructure and 

compete with the monopolistoperator in two ways. Firstly, they acted as competitors by 

being their own internal telecom operator. Secondly, by being a distributor of broadband 

transmission capacity to other users.  

 

Phase 3 – Outsourcing (from equipment to service) 
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Fig. 10 Full competition – outsourcing (from equipment to service) 

 

Some 15 years ago the Swedish government decided to completely de-monopolize the 

telecom market ahead of all other European countries. In order to get competition in place 

the Swedish government decided to establish a new commission –

STATTEL-delegation with the task of procuring in competition telecom services on behalf 

of government agencies (Brege et al., 2007). One of the most important task for 

STATTEL was to create the market. The successful procurements of telecom services 

resulted in outsourcing instead of building and running own networks and the 

establishment of new players in Sweden. 

 

Phase 4 – Outsourcing (from internal to external system integration)  

The process of re-bundling of telecom services started during phase three and was going 

into full bundling in phase four integrating telecom and data communication. It was 

initiated due to (1) explosive technical development leading to the possibility to choose 

between competing technical solutions and/or technologies for the same requirement and 

(2) convergence as from the same terminal equipment it is possible to reach a range of 

different services and applications that previously needed separate terminal equipment and 

infrastructures. 
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Fig. 11 Full competition – outsourcing (from internal to external system integration) 

 60



For the public sector there were two main driving forces to continue outsourcing: 

• To integrate all internal and external systems became an important but also more 

complex task that required more and more resources. Just to call off from existing framework 

contracts and to coordinate and integrate with other contracts and services already in place is 

quite complicated. 

• To respond to political demands such as 24/365 public administration or to be able to 

reach authorities by any available means and then coordinate internally the same case. 

 

Conclusions 

Through the four phases we can track a development of the make-or-buy question from 

sourcing of a less complex telecom solution, via insourcing of telecom equipment (un-

bundling) in phase two to increasing outsourcing in a first step in phase three to re-bundling 

of telecom services and in phase four to procure fully bundled combined telecom and data 

services from one systems integrator. 

 

Implications for purchasing 

Paraphrasing the Krajlic matrix (Krajic, 1983), the different phases can be placed as below 

indicating changes in the importance and risk level of purchasing telecom for the Swedish 

public sector agencies.  
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Fig. 12 Purchasing situations during the four phases depicted in the Kraljic matrix (1983, 

p.111)  
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Phase one - sourcing The purchasing of telecom was in the low strategic importance and 

low supplier risk quadrant as buying telecom service was a simple administrative decision. 

The supplier risk was low in highly developed countries like Sweden.  

 

Phase two - insourcing The purchasing of telecom was still of low but increasing strategic 

importance. The demands on the purchasing organization increased and it was no longer a 

pure administrative decision. Buying telecom services from Televerket was still an 

administrative issue, but buying equipment from a large number of distributors was more 

business like.  

 

Phase three - outsourcing The increasing demands on the purchasing organization were still 

to lower cost and to evaluate the strategic importance of the telecom services increased to a 

considerable higher level. The market risks also increased, even though our estimate is that 

the risks were still low as there were several competent operators in the market that could 

offer more complex and re-bundled telecom services.  

 

Phase four (at present) - outsourcing The importance of telecom has increased due to 

political pressure, its usage in daily routines and as a means for effectiveness.  The 

complexity and a variety of competing technical solutions make the possibility to outsource 

all telecom together with data communication to one single prime contractor and system 

integrator attractive but at the same time more risky. The relationship between buyer and 

supplier becomes very tight. There can also be difficulties to find alternative providers since 

there are not many system integrators available on the market (oligopoly). 

 

A paradox: Outsourcing for business development 

An additional logic for insourcing and outsourcing was found - the business development 

logic. It is somewhat of a paradox, that phase four when the integrated telecom/data solution 

is considered as the most strategic and when supplier risks are considered as the highest, you 

should go for an even more extended outsourcing solution. One explanation could be that it is 

too complex to handle in-house, but another explanation is that the need for business 

development “forces” the public agency to take larger risks. In phase four the combined 

telecom and data competence is becoming more “core” for the public agencies, but at the 

same time the demands on competence are more and more complex and most public agencies 

could no longer handle these difficult tasks in-house.  
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4.3 Broadband – a municipal information platform: Swedish experience, Helena 

Lindskog and Dr. Magnus Johansson 

 

National policy on broadband in Sweden 

The Swedish IT-commission, established in 1994 and headed by former Swedish Prime 

Minister Carl Bildt, issued recommendations for how the information super highways could 

be used to give “wings to human ability” (SOU 1994:118). It gave a vision on usage of IT for 

the best of the whole Swedish society; key elements being economic growth, health care, 

democracy, education and high-tech research. Two key elements of the broadband policy 

were that the decisions should be effectuated on the local level, and that the competition 

model should be chosen as driving force for technological development and implementation. 

The latter is contrary to Sweden’s long tradition of centralized public procurements for 

infrastructure development. As an outcome of the liberalization process in the 1980s and 90s, 

traditionally state owned monopolies – such as the telephone, postal and television services – 

have been the object for de-monopolization and re-regulation.  

 

Purpose 

This paper describes and points at some results from a full scale roll-out of urban 

infrastructures, which will have consequences for the realization of broadband projects in 

Sweden and discusses how regulations and policy efforts has been implemented in a small 

municipality in southern Sweden. 

 

Implementation of the national policy on broadband  

 

Community based networks 

The Swedish national broadband policy is to a large extent being effectuated by 

municipalities building urban area networks. Apart from national subsidies for building the 

national optical fiber network trunk net (cf. Svenska Kraftnät) and enabling all 289 Swedish 

municipalities to connect to this national grid, there were also subsidies for municipalities 

building networks within the community. 

 

The Swedish backbone IT-infrastructure connecting different regions developed fast. The 

Swedish National Post and Telecom Agency (PTS 2002) has reported that a little more than 
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90 % of all Swedish municipalities had an urban network in at least some part of the 

municipality. 38 % of all population centres with more than 200 inhabitants had urban area 

networks. Only some 20 municipalities' lacked urban area networks. But the variations are 

vast as regards capacity, comprehensiveness and coverage, especially for the more rural 

parts.  

Apart from the central government’s requirements for the municipalities to build IT 

infrastructure, Wihlborg & Johansson (2002) found two more arguments for building of 

urban networks.  

- to make the administration more efficient and to be able to offer better services to the 

inhabitants.  

- as a means for the municipality to compete economically and become an attractive 

place to live in and to locate businesses in.  

 

Digital divide – infrastructure for the “whole” nation 

The digital divide is often addressed from two aspects; one being access to technology 

(computers) and to the networks (infrastructure), and the other being knowledge and socio-

economic factors. Both these aspects can be analysed from a structural that deals mostly with 

regulations and technology or actor (citizens or local government) perspectives.  
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Fig. 12 The interchange between technology and demand driven approaches. 

 

There are two main approaches of handling broadband expansion – the technology and the 

demand-services-content driven that result in two different lines of development. Sweden has 

typically chosen the technical way, preferring to focus on building infrastructure with long 

investment plans and equally long pay-off periods. 
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On the other hand, policies for reaching all households and accomplishing the universal 

service obligation approach can be quite costly especially when the demand for the 

broadband services is not evident or visible for users. 

 

This resulted in excess capacity in big cities and urban growth areas, while rural areas with 

little short-term commercial value are left white on the map. Therefore the high-tech 

proponents tend to gain results in advanced infrastructure for some, but depreciated 

technology level for many. That is, “fiber for all” – which has been suggested as the only 

way to secure commercial take off – lies very far ahead. Instead solutions with less capacity, 

such as xdsl, cable-TV and PLC, popped up and secure the “always on” need, but not 

necessarily the 2 Mbps. 

 

The case of Tranås 

The empirical part of this paper presents Tranås municipality's way to introduce broadband in 

a local community with some 18 000 inhabitants. The example shows Tranås' early effort to 

build a municipal area network in order to enhance and make the local administration more 

efficient as well as to include the local industry in a co-operative project. The vision was that 

broadband was a means to support Tranås to become more competitive for future 

developments. 

 

Tranås’ strategy for change 

For several reasons, the fur industry, Tranås most important business, declined, and in the 

late 1980s, Tranås lost the industrial base of prosperity. The leading politicians decided to 

look for new industries that could be established. The conditions necessary to attract new 

market players were analysed. A survey was done and contacts with high-level 

representatives from different industries were established. As a result of these investigations, 

Tranås community leadership decided to convert the old industrial part of the town into a 

hyper-modern building complex for companies with all facilities, including a lot of fiber and 

broadband connections. The same building was prepared to facilitate for students to 

participate in higher education in co-operation with Jönköping University. 

 

TRAMAN history 

The next step in 1996 was the decisions to build a municipality-owned infrastructure based 

on broadband technology, and in a first phase connect public authorities, larger businesses 
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and schools, then gradually to connect all SME:s and inhabitants. In order to achieve this 

goal the Tranås Municipal Area Network (abbr. TRAMAN) project was started. TRAMAN 

was specified, procured and installed in-house by the local authority. The local authority 

controls TRAMAN fully. All the same, TRAMAN is an open IP based network that offers 

broadband up to 100 Mbps to the local administration, health care services, schools, 

enterprises, corporations and households. 

  

Already in the autumn of 1997, some 50 companies were connected and in November 2001, 

a little more than 200 companies and 1.700 households were connected with optical fiber. 

The goal is that 92 % of all companies and households should have access to broadband 

connection. 

 

Conclusions 

Sweden was one of the first countries to adopt a policy for the introduction of broadband and 

Internet access for everybody. After many years of discussion and efforts for how the 

“information super highways” of the 1990’s should be implemented, Swedish national policy 

regarding the expansion of broadband infrastructure was more or less centred on the build-up 

of urban networks. Today Swedish municipalities are major effectuators of these decisions as 

they have built urban networks.  

 

In an early phase of the infrastructure build-up, the design of regional and municipal ICT-

policies as well as the position of the bigger and most competent companies are important. In 

line with the development in Tranås, it seems that local co-operation is more successful than 

“running your own race” or “setting up your own shop” strategies – as company, 

municipality, or single actor – when it comes to taking advantage of the technological 

development. 

 

It was also important to create an interaction between the technology driven vs. 

demand/services driven principles for infrastructure development in order to handle the 

build-up in an efficient way.  

 

Even in a highly computerized country such as Sweden, a “digital divide” is a fact, since 

inequalities regarding access to technology, knowledge, geographical and socio-economic 

factors are steering peoples’ abilities to make use of broadband services.  
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4.4 E-procurement of telecom services for the public sector, Helena Lindskog 

 

Public procurement of services 

There are two main types of public procurements: procurement of goods and procurement of 

services. The relationship between buyer and supplier in the case of service procurement is 

regulated through the Service Level Agreement (SLA). SLA combines a specific service and 

its performance level with the price tag. For example there can be different levels of 

availability, bill structures or coverage for basically the same type of service. In the SLA, 

requirements for a service are specified in measurable terms of performance at the defined 

interface.  

 

There is another borderline of responsibilities that regulates the commitments and 

responsibilities of each party from the management’s point of view. The main regulated areas 

of management are: accounting, fault treatment, performance measurements and security.  

 

Telecommunications 

Telecommunications have seen dramatic development during the last decades. The main 

changes can be summarized in three areas: 

• Technical development 

Several new technical solutions, techniques and possibilities to communicate have been 

introduced in the last few decades and the same requirement can be solved by competing 

techniques. Probably the most important from the users’ perspectives are:  

- Mobility with the possibility to communicate anytime and anywhere – for many 

categories of workers it creates working conditions similar as at the ordinary 

work place and working hours anywhere and anytime and to perform equally 

well.  

- Internet with interactivity, e-mails, easy access to information, intranets and 

extranets, interest groups and e-commerce.  

- Broadband with shortened waiting times and the possibility to receive great 

volumes of information almost instantaneously. 

- Convergence – combination of voice, data, image, etc. is becoming the most 

natural way for using communications devices.  

 67



• Competition 

The general public did not demand competition on telecom. People were quite happy with 

the situation, especially in a developed country like Sweden. Nor was it demanded by the 

monopolistic public utilities, not even by the telecom equipment manufacturers, which often 

were working in symbiosis with the monopolists. Instead, it was political foresight, action 

and decision that introduced competition to public telecom utilities. Telecom differs 

significantly from other former monopolies since its explosive technical development into an 

enormous diversity took place in parallel with market liberalization. 

• Globalization 

Globalization is a natural step after liberalization of previously strictly national monopolies. 

This is especially valid for telecom as it is a network industry and everyone is one way or 

another linked together by more or less standardised solutions.  

 

Public procurement of telecom services 

Buying telecommunications used to be handled as a simple administrative issue. 

Telecommunication was treated just as any other cost due to the long time of fairly stable 

technology and monopoly market situation. All this has changed dramatically over the last 

10–15 years. The constantly changing landscape of products and services is becoming a real 

challenge for public organizations that procure telecommunications since well functioning 

telecommunications is one of the most important prerequisite of the public sector’s service 

delivery to its clients.  

 

Possibly, the most common reason for procuring telecom services is the necessity to have a 

valid contract as the old one is expiring. Typically the contract time for telecom services 

nowadays is 2–4 years. Quite often, this means that the old RfP is just copied with perhaps 

minor changes without taking into consideration organizational changes and changes in 

employees’, organizations’ and citizens’ needs and requirements as well as technical 

development, new services and offers on the market.  

 

Procurement of telecom services can mean a lot of different things. It can be a total telecom 

service provision, just simple telephone connections, internet, leased lines, cellular 

communication, call center, facility management of existing equipment, videoconferences 

and much more. Telecom services can vary from a single fixed or mobile connection to 
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nationwide Virtual Private Network (VPN) connecting several different offices and premises, 

with varying users’ needs, personal working from home or on travel as well as having legacy 

of already existing telecom equipment and a number of contracts with different service 

providers. These circumstances make procurement of telecom services a real challenge.  

 

Purpose 

 

This paper explores the conditions and possibilities in order to apply the tool of e-

procurement of telecom services for the public sector.  

E-procurement 

E-procurement is on almost all countries’ agenda and one of the most important and 

prioritised areas of e-government for the European Commission. It is seen as one of the main 

tools in order to reach an efficient public procurement process. E-procurement is applied to 

different parts of the public procurement process, especially invoicing and ordering.  

 

Until now electronic public procurement has been used to procure mainly commodities such 

as office supplies and equipment, furniture, books or services like travel or for routine 

activities such as ordering and payments.  

 

E-procurement has hitherto mostly been used as a tool to make the procurement process more 

efficient. However, it could also be used in more explorative ways than just for digitalisation 

of the existing procurement process. E-procurement has a big potential when used in more 

innovative ways. Almost every economic activity and many a social contact include the use 

of telecommunications. The public sector is especially dependent on well functioning 

telecom, as telecom is the base for many services provided by the authorities. To use 

electronic tools for procurement of telecom could be of great help. To do so, it is of great 

value to have a structured, modular and scalable model with standardised interfaces and 

defined functions on individual and organizational levels. 

 

Public e-procurement of telecom services 

Internal Market and Services Commissioner McCreevy (2005) states: “e-procurement will 

enable public authorities to make better purchases and get better value for money. It will 

also increase competition and by cutting red tape make it much easier for companies to 
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apply for public contracts…” 

 

One of the projects chosen and sponsored by VINNOVA16 is ‘Electronic Procurement of 

Telecom Services for the Public Sector’ (Vinnova, 2006). The purpose of this project is to 

develop a model and a portal for public procurement of telecom services. On the buyers’ 

side, the portal with the model is meant to be a tool for decision-making in the procurement 

process and facilitate realization of analysis of needs, development of specification of 

requirements and contract proposal between procuring public agency and tenderers. On the 

sellers’ side the model is also meant to be a tool for GO-NOGO decision-making and 

development of offers. With clear borders of responsibilities and built on users’ situations 

and needs, a standardized and modular model that is easy to upgrade and develop, has 

obvious advantages. In the project participate representatives from the Swedish public sector, 

representatives from telecom and IT industry and Linköping University. 

 

One important prerequisite for using e-procurement in an efficient way is to have access to a 

support-portal, which can help and guide through the whole public procurement process of a 

specific type of service for both buyers and sellers. This is valid particularly for complex, 

rapidly changing and scalable services such as telecom when there are both national and local 

prospective suppliers.  

 

On the one hand, it is important not to forget that e-procurement is but a tool. E-procurement 

cannot replace professional procurers. They have knowledge of users’ needs, experience in 

judgement of what requirements should be mandatory and what optional, usage of evaluation 

models and negotiating skills. On the other hand, the e-procurement tool can not only 

simplify tedious routine work and keep orderliness and control of records in the procurement 

process but also be helpful in the production and development of RfP that can be used by 

other public organizations. Furthermore, it can easily be upgraded at the next procurement 

occasion. This is especially valid for procurement of telecom services as it can be difficult to 

find what is needed in this constantly changing market and technology landscape where 

experts are a scarce resource and the importance of telecom for all public organizations is 

increasing.  

 

                                                 
16 Swedish Governmental Agency for Innovation Systems 
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The biggest risk with having a model is lack of updating routines and responsible authority. 

Lacking these features, a model after some time becomes outdated and some parts irrelevant 

due to the ever-changing environment, technical solutions, new techniques and market 

proposals.  

Conclusions 

E-procurement is a useful tool for public procurement.  Currently it is used mainly for back 

office activities such as accounting and control.  

 

Telecommunications is difficult to specify and buy, as it is complex with a dynamic 

development, many suppliers and competing technologies. At the same time it is becoming 

more and more important for the public sector as a base for production of many services 

delivered by the authorities.  

 

Standardized interfaces and standardization in general are prerequisites for adequate and 

efficient usage and re-usage of already produced specifications.  

  

In order to use e-procurement efficiently as a tool for public procurement of telecom services 

it becomes necessary to have a common base such as a robust and at the same time dynamic 

and upgradeable model which is focused on the users’ needs and technical development. 

Otherwise each authority will need their own expertise or to buy it from consultants. To have 

this kind of model would considerably increase the usability of e-procurement.  

 

In order to develop, update and maintain such a model and its electronic solution such as a 

portal, an organization with the authority to carry out this task is needed with people having 

adequate skills, competences and experiences.  

4.5 Process of Public Procurement of Telecom Services - the Buyer’s Perspective, 

Helena Lindskog 

 

It is not an exaggeration to state that everybody in every organization is dependent of and 

uses telecommunications. The public sector is a heavy user of telecom for external and 

internal communication and service production.  
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Telecommunication is used as a means of rationalization and increased internal efficiency as 

well as to increase the service level towards the public sector’s customers – citizens, 

businesses and other organizations. The dependency on telecommunications increases 

constantly for the public sector as more and more areas of the public domain previously less 

dependent uses telecommunications in their daily routines or for other purposes. Examples of 

such areas are healthcare, transportation and public security.  

 

Purpose 

The purposes of this paper is to investigate the process of public procurement of telecom 

firstly, by categorizing the process of public procurement of telecom services and, secondly, 

by comparing three cases/contexts, that have had a significant influence on procurement of 

telecom services and the telecom market in Sweden. 

 

Categorization 

The first step in the analysis of collected data is axial coding (Strauss & Corbin, 1998). This 

part of the analysis resulted in seven categories for the process of public procurement of 

telecom services: 

 

K1 – Market investigation - suppliers 

Public agencies can have contacts with manufacturers, operators and standardization 

organizations in the pre-study and market investigation phase. It is important to make use of 

this possibility in order to avoid unrealistic or costly requirements as well as to miss 

important “in the pipeline” future services, solutions or functions. 
K 2 – Market investigation – users 

To find information what others already have done in similar types of procurement To meet 

other public agencies, private companies and/or users’ associations in the own country or 

abroad and learn from their experiences from procurement of telecom services can be a very 

efficient way to develop RfPs and to avoid repeating errors committed by others. 

K 3– Collection and analysis of needs 

Internal activity in order to know what is needed in detail. Collection and analysis of needs 

often start with an analysis of the current situation and sometimes with a formulation of a 

vision and a strategy to achieve this vision.  The vision can concentrate on “core” activities, 

improvement of the service level towards citizens and businesses, increased efficiency and 

reduction of costs. 
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K 4 – Development of RfP (Request for Proposal) 

The central activity for the public procurement as the RfP. The RfP cannot be changed after 

being published and it includes mandatory and non-mandatory requirements, and evaluation 

criteria. 

K 5 – Evaluation of tenders 

Tenders that do not comply with mandatory requirements are rejected and most of the 

evaluation will be concentrated on non-mandatory requirements and prices following the 

evaluation criteria. As a result one or several suppliers are chosen for decision taking. 

K 6 – Decision taking and contract signing 

Decision taken by the procuring organization is valid only after giving during the stipulated 

time the possibility for the loosing tenderers to make a court appeal if they consider 

themselves being mistreated. 

K 7 - Contract administration 

A continuous activity throughout the contract duration including control of delivery, 

ordering, payments of bills, execution of penalties for non-delivery or poor quality. 

 

K  1

K  2

K  3

K  4

K  5

K  6

K  7

K 1  – S upp lie rs  m ark e t in vestiga tion
K  2  – M ark e t in vestiga tion  – u sers
K  3 – C o llec tion  an d  an a lysis  o f n eed s
K  4  – D evelop m en t o f R fP
K  5  – E valu a tion  o f o ffe rs
K  6  – D ecis ion  tak in g   and  con trac t s ign in g
K  7  - A d m in istra tion  o f th e  con trac t

P ro cess o f  P u b lic  P ro c u re m en t
O f T e leco m  S erv ic es

 
 

Fig. 13 Categorization of the process of public procurement of telecom services 
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Comparison between three contexts for the process of public procurement of telecom 

services in Sweden 

Three contexts for the comparison of the process of public procurement of telecom services 

in Sweden are: 

 

• STATTEL’s procurement of data communication services 

• STATTEL’s procurement of telephony services 

• The City of Stockholm procurement of IT and telephony integrated services 

 

All three cases in this comparative longitudinal study contributed in essential ways to change 

the Swedish telecom market: 

STATTEL’s procurement of data communication services opened up the market for foreign 

operators. Furthermore, it introduced a new - later extremely successful - service based on IP 

(Internet Protocol). STATTEL’s procurement of telephony services opened up the market for 

competition on all sectors of the previously monopolistic arena including local calls charges.  

The City of Stockholm's procurement of integrated IT and telephony services influenced the 

market by awarding a new type of player – system integrator - a prime contract for a total 

delivery of integrated services. 

 

Only Televerket, later Telia and later TeliaSonera, Sweden’s incumbent operator and earlier 

state monopoly, were present in all three procurements. The attitude of the incumbent 

operator changed over the last 15 years from being over confident of its position and 

loosening in the first procurement through many changes to be more and more attuned with 

the users’ needs and requirements to find itself in a new situation competing with system 

integrators but at the same time reducing its own risks by also acting as a subcontractor. 

 

Media interest changed over the same period. In the beginning, the break-up of the telecom 

monopoly was on the first page with interviews in radio and TV, but practically no coverage 

of the consumer market. Today, the telecom consumer market is the focus of interest with 

extensive and continuous coverage by the media while one of the biggest deals ever for the 

public sector is hardly noticed.  
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All three procurements had a special dedicated reference group that was helping to collect 

and analyze the needs. All three procurements were based on visions: 

- in the STATTEL case, the government authorities should not run their own networks, 

concentrate on core activities and buy services instead 

- in the City of Stockholm case, put citizens of Stockholm in focus. 

 

All three RfPs were for services stipulating a negotiated procedure and frame contracts. All 

three procurements were seen as strategic tools for the realization of political goals and the 

value of framework contracts for STATTEL’s telephony services and the City of 

Stockholm’s for the integrated ICT services was among the highest ever on the Swedish 

market.  

 

4.6 SOTIP as a Model for Outsourcing of Telecom Services for the Public Sector, 

Helena Lindskog 

 

For more than one hundred years telecommunications has been treated as a commodity 

provided by the government monopoly. The explosive technical development with e.g. 

Internet, wireless and broadband coincided with the de-monopolization of the 

telecommunications market, leaving the users with choices of different service providers, 

ranges of functions and services, pricing and billing schemes, increased equipment 

assortment and contract types. In order to take full advantage of this new market situation the 

management of many authorities considered outsourcing i.e. buying services instead for 

buying equipment and managing own staff. 

 

Outsourcing is an often applied way to cut public spending by totally or partially privatize 

public activities and telecommunication is an obvious outsourcing candidate as it is hardly a 

core activity for the public sector. As a result the question of structuring requirements on 

telecom services outgoing from users’ needs was raised. The STATTEL-delegation, a special 

commission for procurement of telecom services established in 1991, decided to develop 

such a model for structured users’ requirements, SOTIP (Swedish government Open 

Telecommunication systems Interconnection Profile), which was later adopted by the 

European Commission.  
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The public sector is often the biggest single buyer in any country with many diverse needs. In 

spite of the size of the market many private companies, especially small or medium sized 

enterprises consider selling to the public sector more tedious, risky and costly than selling to 

private companies. Contacts between buyers and bidders/prospective contract winners must 

during the procurement process be very limited. This puts high demands on the procuring 

organization to structure the requirements of the purchased service or equipment early as the 

published “Request for proposal” (RfP) cannot be changed. Consequently, the seller cannot 

change submitted proposals and only under some special circumstances supplement with 

additional information. 

 

Purpose of the article 

The purpose of this article is to investigate the relevance of and possibility of using SOTIP as 

a model for outsourcing of telecom services in the public sector. 

 

Outsourcing and public procurement of telecommunications  

It is difficult to find an all-exclusive definition of outsourcing. Definitions span from almost 

any type of purchasing through make-or-buy decision to takeover of a function from one 

organization to another. For the purpose of this paper outsourcing is defined as a one-time 

event for a specific function that previously has been a part of an organization and afterwards 

becomes a part of another organization and the relation between these organizations is 

regulated by a contract. 

 

Outsourcing is a result of a decision to discontinue “to make” a specific function in-house. 

This change from internal to external provision of a functional activity makes the outsourcing 

decisions strategic in nature and they are likely to have a great impact on the organization. 

The two most used outsourcing logics are: core competence and transaction cost. 

 

Core competence 

To concentrate the organization’s activities on core competencies can be one motive for 

outsourcing of non-core competence activities. The question of what is and what is not a core 

competence for the public sector becomes crucial. On the one hand the question can easily be 

answered as all truly core competencies in the public sector are imposed by the constitution 

or other base laws and cannot be outsourced. On the other hand, what is or is not an authority 
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or belonging to the public sector’s responsibility varies from country to country and from 

time to time.  

 

For many years and in most countries the infrastructures such as electricity, railways, 

waterways or telecommunications have been considered as belonging to the government 

responsibility. Today, these functions are totally de-monopolized and provided by several 

competing private companies. The authority-function is a minor part, typically carried out by 

special regulatory authorities.  

 

The privatization and outsourcing trends were based upon implicit ideological assumptions 

that market solutions are inherently more efficient and that reducing the staffing levels of 

government organizations would lead to a cheaper and more flexible public sector. The 

telecommunications function does seldom belong to the public sector's core competences as 

it is considered an internal support function.  

 

Transaction Cost 

Transaction cost theory (TCT), introduced by Coase (1937) and developed principally by 

Williamson (1975, 1979, 1981, 1985), maintains that the organization of economic activity 

depends on balancing production economics, such as scale, against the cost of transacting. 

Transactions are here the exchanges of goods or services between economic actors, who are 

technologically separate units, inside and/or outside the organization (Williamson, 1981)  

 

The total cost consists of production costs, governance costs such as bureaucratic costs and 

incentive losses and transaction costs both before and after the takeover of the specific 

function. For the public sector in general the human behavior factor is less important as all 

procurement activities are highly regulated and controlled. Incorrectly handled procurements 

and any sign of discriminatory treatment can lead to claims for damages in juridical 

processes. That happens when central decision-makers are unable or unwilling to take into 

consideration specific activities or special situations of an authority or public organization. It 

is particularly difficult to calculate and distinguish governance costs as…the public sector 

contract creation and monitoring are more difficult because of the sector’s complexity and 

because there are costs associated with bureaucracy and democracy which are hard to 

allocate to specific functions. (Hancox and Hackney, 2000) 
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In general, there are high “ex ante” transaction costs for the public sector as the whole 

process of procurement and outsourcing in particular is based on strict rules. A successful 

outsourcing should considerably reduce the “ex post” transaction costs.  

 

Swedish government Open Telecommunications systems Interconnection Profile17 

(SOTIP) 

In order to take full advantage of the new competitive market situation and to empower the 

users, an idea to create a model for procurement of telecommunication services outgoing 

from the users' needs was born. This model should give the users maximum possibility to 

choose without the burden of taking decisions based on detailed technical specifications 

without obvious connection with an organization’s business. The model should also allow 

procurement of functions in competition and give the decision-makers a better understanding 

of the organizational and economical consequences of investments in telecom services or 

equipment.  

 

The motives for developing SOTIP model can be summarized in four points: 

• base for specification of requirements on telecom 

• standardization 

• from technical decisions by technicians to strategic decisions by top-management 

• from products to services. 

 

The Swedish governmental commission STATTEL more than 10 years ago carried out one 

of the biggest investigations of telephony costs. One important result was that the cost of 

outgoing traffic only made up some 17% while the major costs were mostly due to incoming 

traffic (call center equipment, voice mail, telephonists etc). This finding gave the idea to 

structure telecom users’ needs in different user types depending on the their dealing with the 

incoming traffic. 

 

In the case of outsourcing a buyer can simply follow all checklists and in this way avoid 

making mistakes by forgetting some important requirements. SOTIP has been tested in a few 

large procurements in Sweden and in the Netherlands. It was also adopted by the European 

                                                 
17 Profile is a subset of standards and options chosen for a specific purpose or situation. 
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Commission and it is used as a recommendation under the name EOTIP (European Open 

Telecommunication systems Interconnection Profile). (Lindskog, 2004) 

 

In the case of outsourcing i.e. buying services from service providers, SOTIP gives 

possibilities to simplify writing of the Request for Proposal (RfP) and the procuring agency 

can concentrate on dealing with the specifics of handling over of the staff and equipment. 

 

Conclusions  

Telecommunications are among the most natural candidates for outsourcing for the public 

sector as it is not considered a core business and there are several operators that can provide 

telecommunications services. The cost reduction is another driver for outsourcing decisions 

of telecommunications.  

 

4.5 The Selling Process to the Public Sector, Helena Lindskog, Staffan Brege, Per-Olof 

Brehmer 

 

Public procurement can in many respects be considered as a special case of business-to-

business transaction. Public sector organizations can buy goods or services through carrying 

out own procurements or calling-off from framework contracts/agreements signed by 

designated organizations for specific buying areas. The public procurement process adheres 

to such strict rules that many potential tenderers will not even consider selling to the public 

sector. It is regarded tedious, time consuming and in general to be too difficult.  

 

Purpose 

The purpose is to get a better understanding of the selling process towards the public sector 

as well as pointing out similarities and differences in selling towards private and public 

organisations from a business administration point of view. 

 

Organizational Selling 

The relation between companies – Business-to-Business (B2B) – has often been compared 

with the relation between companies and the public sector – in case of public procurement 

Business to Government (B2G).  
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From the seller’s perspective, the public sector is a market segment along with consumer or 

business segments. As other market segments, the public sector segment has its own specifics 

based on the public procurement jurisdiction and the public sector's responsibilities, interests 

and stakeholders. Marketing, contacts, relations, calculations of value propositions etc can 

differ from selling activities towards business and consumer segments. 

 

Public Procurement Selling Process  - Categorization 

The analysis of collected data started with axial coding (Strauss & Corbin, 1998) in order to 

formulate categories. The categorisation resulted in eight categories for the selling process of 

public procurement: 

 

K1 – Market investigation – in order to make a decision to be or not to be involved in 

tenderings to the public sector in general and to a specific public agency in particular. 

 

K2 – Marketing – in order to inform about possible solutions today and in the future, and 

influence stakeholders in the public sector in general and to specific public agencies in 

particular. 

 

K3 – Decision for tendering – after a specific public agency has announced its procurement 

in TED or in the national public procurement journals by making analysis of possibilities to 

meet all mandatory requirements and cost for preparing a tender, possible profits and other 

gains or losses. 

 

K4 – Preparation of tender – an internal activity in order to prepare a tender that answers all 

requirements and questions. Special attention must be given to non-mandatory requirements 

and pricing as all tenderers must comply with the mandatory requirements making them the 

lowest acceptable level. 

  

K5 – Clarifications and negotiations – The procuring entity to the tenderers as well as the 

tenderers to the procuring organisation can pose questions for clarification. In case of pre-

announced possibility of negotiation, the negotiations can take place but without possibilities 

to change any of the important requirements. 
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K6 – Contract signing – After the procuring organisation/entity has made its decision a 

contract can be signed only after the loosing tenderers have had opportunities for making 

appeals to the court (in case of Sweden 10 days) for not receiving a fair treatment or pointing 

out mistakes done by the procuring organisations that could lead to a different outcome. 

 

K7 – Delivery and invoicing – After the contract is signed and up and running the delivery 

and invoicing period starts depending on the type of goods or services. In case of framework 

contracts from a designated agency that procures on behalf of other public agencies it is 

necessary to have a call-off contract with each specific agency that is calling off from the 

framework contract. The delivery and invoicing is to the calling-off agency. 

 

K8 – Follow-up - In order to learn from the specific procurement, it is necessary to measure 

customer satisfaction and results/profits. This is an important and valuable input for decision 

making for tendering in other procurements in the same area. 

K1
K2

K3

K4

K7

K8

K5

K6K1 – Market investigation
K2 – Marketing
K3 – Decision for tendering
K4 – Preparation of tender
K5 – Clarifications and negotiations
K6 – Contract signing
K7 – Delivery and invoicing
K8 – Follow-up

 
Figure 2 Categorisation of the sale process of public procurement  

 

There is a considerable number of companies that start their public procurement process by 

browsing through TED, corresponding national sources or buying a service to continuously 

get information about any public procurement announcement in their areas of interest or 
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expertise. The tendering company will be in the evaluation process since no tenders can be 

rejected as long as they comply with the mandatory requirements in the RfP. In this case their 

selling process to the public sector includes categories K3-K8. 

 

Conclusions 

Selling activities towards private and public sectors have many similarities. Kotler (2002) 

describes the customer-oriented sales process in phases such as: prospecting and qualifying, 

pre-approach, approach, presentation and demonstration, handling objections, closing and 

follow-up. The model of the selling process to the public sector described in this article can 

be easily compared with the model of customer-oriented sales. 

 

However, the strict public procurement jurisdiction, which does not allow changes of 

anything important after the publishing of the RfP, puts more emphasis on the work leading 

to the decision to take part in the public procurement and later withdraw from the process as 

soon as there are no chances to win the contract. This is very different from the situation on 

B2B market where in any stage it is possible to change both the specification and tender, add 

new functionality, improve prices and so on. Thus, in B2B, the arm length approach is not 

stipulated and personal influence on the outcome can be quite significant. Many aspects that 

are not directly specified for the quantified requirements can play an important and 

sometimes a decisive role. 

 

Market investigation and marketing activities on the public market in the early stage are at 

least as important as on the private market. Marketing is particularly important in case of a 

procurement that is complex, innovative, politically important, involves high costs or PR 

value and/or leads to a framework contract. Activities include face-to-face meetings with 

different stakeholders in order to get as correct as possible view of their preferences, reasons 

to start procurement and/or needs of the users such as increase the service level towards 

citizens etc. Furthermore, suppliers' presentations of new techniques and solutions, which are 

attractive to the procurer/agency in terms of lower costs, better performance and/or increased 

service level can influence the development of the RfP. 

 

To start the selling process by getting information from TED or national public procurement 

journals can be adequate in case of lower volume, standard goods and/or services. 
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5. Synthesis 
 

Two main driving forces have shaped the development of the telecom market: the political 

decision to free up competition and technological advancement. Both forces have led to a 

radical transformation over the last couple of decades and to explosive changes of almost 

everything in the telecom market: structure, players, choice of services, solutions, usage and 

importance for every business and the daily lives of everyone.  

 

Sweden is an interesting case history with major political and technological changes taking 

place ahead of most European countries and other leading industrial countries. The political 

decision to introduce real competition in the Swedish telecom market  - not only in jure - was 

accomplished through the establishment of the STATTEL delegation, which is illustrated in 

one case study. The STATTEL delegation had the backing of the public sector’s big buying 

power. Public procurement was used as a change agent for political and juridical actions. 

Another catalyst for change was the central government’s encouragement through special 

financing initiatives for local authorities to build their own broadband networks in 

competition with the existing operator. 

 

Public procurement must follow European Union legislation, which is implemented as 

national law in individual countries (LOU in Sweden). In all EU countries, the procuring 

organizations' Requests for Proposal (RfP) contain technical and organizational requirements 

as well as evaluation criteria and play a central role that distinguish buying by the public 

from that carried out by the private sector. Only limited contact is allowed between the public 

procuring organization and presumptive private suppliers after the start of the development of 

the RfP, the published RfP cannot be changed, and the losing tenderers can appeal in the 

courts for possible complaints regarding any misconduct or preferential treatment. Therefore, 

all marketing activities by suppliers must take place before the RfP development, particularly 

as each procurement is treated as a new task and no favor must be given to suppliers that 

already have contract with the procuring organization.  

 

Public procurement of telecom has also made a journey from being a simple administrative 

task with a narrow focus on costs to becoming a strategic decision with a broad agenda to 

improve service levels for individuals and companies. It has changed from routine buying of 
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terminals via building and running of own networks towards outsourcing of more and more 

of the in-house produced telecom services to telecom operators and more recently to system 

integrators as illustrated in the case study concerning the City of Stockholm. 

 

In order to specify the requirements for any public procurement, it is preferable – and in a 

way absolutely natural - to start from the needs that public agencies and their employees/end-

users have for in this case telecom. The scalable, adaptable and robust model SOTIP 

(Swedish government Open Telecommunications systems Interconnection Profile), which is 

discussed in one case study, is a powerful tool that has this feature. It facilitates the 

procurement of telecom services. The needs and requirements for telecom are more or less 

the same for public and private organizations and they don't vary from one country to 

another. Thus, SOTIP and its European version, EOTIP (European Open 

Telecommunications systems Interconnection Profile), have global outreach. 

 

Public procurement consists of two parallel processes: one on the buyers’ and one on the 

suppliers’ side. Public procurement of telecom services is a fairly infrequent and complex 

activity that can be compared with project marketing and procurement. This is particularly 

the case for public procurements leading to framework contracts carried out on a central level 

by special designated authorities procuring on behalf of other public agencies. 

 

E-procurement is an interesting tool that can be used not only for less complicated goods and 

services but also for services as complicated as telecom. Up till now e-procurement has 

mainly been used in the later phases of the public procurement process such as ordering and 

invoicing, but with an adequate model and portal it can also be used for more complicated 

tasks such as the analysis of needs. 
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Part 2: Case studies 
 





 
 

1. Introduction 
 

This empirical investigation is concentrated on two main subjects: 

- Public procurement of telecom services 

- Ways to facilitate public procurement of telecom services 

 

Three case studies have been carried out: 

1. STATTEL-delegation (1991-1996), a governmental commission established in order 

to procure telecom for the Swedish public administration in competition. 

2. SOTIP (Swedish government Open Telecommunication systems Interconnection 

Profile) model developed and first published in 1995 by STATTEL. SOTIP structured 

telecom requirements on individual, group and organizational levels outgoing from 

the users’ needs with in the public administration. 

3. The City of Stockholm procurement of IT and telephony services 

 

STATTEL, SOTIP and the City of Stockholm procurement of IT and telephony can be 

characterized as new and revolutionary approaches with far reaching consequences beyond 

the national borders.  

 

STATTEL showed how to change a monopolistic market to a competitive done by using 

coordinated steps from the government. The Swedish government was acting as: 

- Legislative body 

- policy maker 

- owner of the infrastructure and the monopolistic service provider 

- procurer 

 

STATTEL was a procuring organization representing the single biggest buyer on the market. 

The establishment of STATTEL and its functions was a one-off phenomenon. The delegation 

was dissolved as soon as the contracts were signed and competition on the Swedish telecom 

market was a fact. The administration of the contracts and other post-procurement activities 

were carried out in at that time existing procurement system and governmental bodies. 
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Sweden was the first country in Europe to introduce full competition on the telecom market 

and the Swedish way was copied by other countries, e.g. by the Netherlands. 

 

SOTIP model showed the possibility for users to take commando in the procuring telecom 

process and to start specifying requirements outgoing from the needs by unbundling and 

re-bundling the at the time existing service offerings to suit the public administration’s 

working environment. SOTIP was a base for STATTEL’s Request for Proposals (RfP) and 

trendsetter for the way most the RfPs for telecom services are structured still today. SOTIP 

changed the mindset of how the users specify their requirements. However, most of the 

procuring organizations today are not anymore aware of SOTIP and its influence on the 

procuring process.   

 

For the first time ever for the Swedish public sector, the City of Stockholm's procurement of 

IT and telephony services resulted in the signing of a framework contract with one prime 

contractor, TietoEnator, as the total supplier and system integrator. IT and telephony are 

considered efficient means in the realization of citizen centric services in a 24/7 agency 

approach. The prime contractor's role is not only to deliver contracted services according to 

the Service Level Agreement (SLA) but also actively participate in the future development of 

the City of Stockholm. 

 

2. Case Study: STATTEL-delegation 

 
2.1 Background 

2.1.1 Statnät investigation 

 

In July 1988 Statskontoret1 received directives to investigate the need of common data 

communication services and assess the most cost-efficient solution for the Swedish central 

government authorities. This investigation was documented and presented to the Swedish 

government in the form of a report “Statnät” in June 1990 (Statskontoret 1990). The Statnät 

report included a strategy and a plan of action to deal with data communications for the 

authorities. In addition the report pointed out that in order to achieve cost reduction on 

                                                 
1 Statskontoret – central government agency responsible for rationalization and effectiveness of the public 
sector and until 2005 also responsible for procurement of ICT framework agreements/contracts. 
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telecom, it was necessary to deal not only with data but also with telephony, as telephony 

was presumed to be a considerable part of the telecom cost. Telecom was defined as any kind 

of communication over a distance such as voice, image, data etc., thus data communication is 

considered as a part of telecommunication. In addition, telecom was seen as a way to 

facilitate (ibid): 

- decentralization, reorganization or restructuring of the government authorities 

- free location of authorities 

- increase service level to citizens and companies 

- efficiency of the public sector  

 

The Statnät (ibid) report’s strategy proposal was concentrated on possibilities to: 

- reduce the total cost of telecom 

- increase efficiency of the public sector through the usage of telecom in contacts with 

citizens, enterprises and other organisations 

- reduce the public sector’s need of personal with special competence that was difficult 

to find by buying services instead of buying equipment and building own networks. 

 

In order to achieve the above stated goals, the Statnät report proposed that telecom should be 

based on standards2. Quality and functionality had to be increased and the operators instead 

of authorities should build and run their own separate networks to provide telecom services. 

Integration of voice and data should be possible. 

 

The Statnät report observed the rapid technical development of Information Communication 

Technology (ICT) leading to the introduction of new services.  Full competition on the 

telecom market was regarded as a necessary prerequisite in order to get the most out of the 

technical development. The new services and a new market situation with full competition 

were considered as means to increase the efficiency of the public sector.  

 

                                                 
2 Standards and standardization were pointed out as important prerequisites for the introduction of competition 
and the breaking down of the incumbent operator’s monopoly on the telecom market. Most of the telecom 
standards were national standards at that time. Lack of international standards was a real barrier for both: 

- telecom operators as they had in some point to be connected to the incumbent operator and without 
adaptation to the national standards the quality of their service would be highly degraded 

- telecom equipment manufacturers that had to develop special connections following national 
standards. 
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One of the worries expressed by the Swedish press was an increased possibility to control 

and co-ordination between authorities’ databases. In Communication (Nilsson, 1989) 

Ann-Marie Nilsson, a project leader for Statnät, explained: “Only because we have a 

common infrastructure does not mean that everybody automatically has access to everybody 

else.” 

 

The report proposed procurement of data and telephony services for the central government 

authorities and a delegation as the organisational form for doing that. The report included a 

draft of the technical specification for procurement of data communication services. 

 

By the Statnät report (Statskontoret, 1990) proposed delegation should: 

- Offer authorities more cost-efficient datacom solutions than today with good 

performance, thus, simplify the internal datacom 

- Facilitate for authorities to exploit new techniques and new services in telecom…. 

- Liberate personal resources that today work with network specific tasks in order to 

concentrate them on planning, development etc. 

- Facilitate decentralization, re-organization and re-location of authorities’ activities, 

e.g. to create higher flexibility in administrative help systems for changes in work 

patterns or activities 

- Facilitate for different authorities to reach each other and for companies to reach 

authorities. Well functioning cross-communication between authorities can be 

achieved though a common “network”… 

- Build a basis for a network solution that later on can be developed to incorporate 

other types of telecommunication such as for example voice. 

- Exploit possibilities that deregulation on telecom market offer in order to create 

bigger freedom of choice and competition in purchasing 

- Focus on more businesslike relation regarding network services 

- Through a coordinated procurement obtain obvious “big customer’s advantages". 

 

One of the important factors in favor of procuring a common datacom network was the fact 

that, as the Statnät report (ibid) pointed out, most of the central government authorities with 

local or regional activities are spread out over the whole country. In 1988 there were 

approximately 1400 Swedish central government offices in 470 different locations and at 350 
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locations there were at least two authorities represented. Furthermore, these figures do not 

include any regional or local government offices3. 

Agency 1

Agency 2

Agency 3

 
Fig.3 Superposed data networks for government agencies 

 

The Statnät report (ibid) pointed out that: 

Today, many of these authorities (which are spread all over the country) have their own 

datacom solutions. There are considerable gains to be obtained by concentrating data traffic 

from these authorities… 

 …and instead of having superposed separate data networks for each authority, Statnät 

proposed a common solution. The Statnät report (ibid) estimated that the common network 

solution for datacom could signify 25-50% annual savings of the central government’s 

current cost of datacom. 

 

The Statnät report showed that users have to change and to act as highly qualified buyers in 

order to reap full benefits from the new competitive market and to be prepared to get their 

requirements met through new solutions. 

 

 

                                                 
3 In Lycksele (approx.12.000 inhabitants in 1988 and approx. the same today), which was used as a typical 
location, there were 9 central government offices located within the radius of 2 km.  
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2.1.2. Swedish telecom market 

 

The Swedish incumbent operator Televerket, later Telia, never was a de jure monopoly. 

Sweden had essentially a strong de facto monopoly and no regulation. Karlsson (1998) 

distinguishes three phases of the process of liberalization of the telecom market in Sweden: 

 

Phase (period) Governing principle Sociotechnical system 

1 (1960 to 1979) Monopoly Preparing for 

reconfiguration 

2 (1980 to 1987) Shifting from monopoly to 

competition 

Gradual opening and 

reconfiguration of the 

traditional system 

3 (1988 to 1993) Competition Preparing for closing of 

the system 

 

On the eve of liberalization the situation on the Swedish telecom market was characterized 

by:  

- The powerful position of Televerket. 

- Televerket was never linked to the postal service, which was in contrast to the 

situation in most other European countries. 

- The special organizational form of Televerket contributed to its power and 

independence. As a public enterprise, Televerket had responsibilities similar to those 

of a business enterprise. 

- Televerket had a history as an equipment manufacturer going back to 1891. 

Televerket produced around 50% of the telecom equipment that was needed for its 

operations and the rest was purchased from external suppliers. 

- Televerket controlled and regulated as an authority the frequency spectrum. 

- There were strong links between Televerket and the Swedish telecom equipment 

manufacturer Ericsson. Televerket was a customer of that company (originally LM 

Ericsson) already from 1876, when the company was founded. Co-operation and joint 

product development took place as early as in the 1880s. 

- A joint development company, Ellemtel Utvecklings AB, was created in 1970 (owned 

50% by Ericsson and 50% by Televerket) 
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- All equipment connected to the telecommunications network had to be approved by 

Televerket. (Lindskog, 2004) 

 

The main principle before 1980s was that the network as well as all equipment connected to 

it e.g. exchanges, telephones and other devices, should be installed, owned and maintained 

by Televerket. The Swedish requirements regarding telecom equipment were stricter than 

other countries as Sweden had a unique system. Imported telephones had to be modified 

before they could be connected to the network. (Lindskog, 2004) For the buying 

organizations it meant a buying service from the monopolistic operator. It was a quite simple 

and straightforward administrative issue. The only way to reduce the telephony cost in this 

case was to reduce the outgoing traffic resulting often in restrictions for non-local, 

international or non-business calls for the employees. 

 

The monopoly for connecting all types of PABXs (Private Automatic Branch Exchange) was 

abolished by Government Bill as late as 1988. It was an important milestone towards full 

competition on the telecom market. Televerket was acting on the Swedish market as the 

biggest distributor of PABXs representing for example Ericsson with MD110 and Northern 

Telecom (later NorTel) with Meridian. However, in many cases Televerket was the owner of 

the equipment by maintaining a leasing contract. Many authorities were not even aware of 

this situation. Instead they believed that they were the owners of the equipment. 

Independently of the ownership of a PABX, switched board operators were employed by the 

authorities and on the bigger sites also a few technical staff. The combination of a monopoly 

situation for service provision and competition on equipment opened two main ways to 

reduce the cost of telephony:  

- Authorities in the same building or in close vicinity could buy and share a PABX. 

Also other functions could be shared such as reception, switched board operators etc. 

Commonly one of the authorities was responsible for the PABX. This approach was 

called co-usage  

- Authorities located in several locations could build own internal telephony network 

by buying PABXs and using leased lines, which gave “free” internal traffic and 

better load distribution of calls for switched board operators. 

 

However, both these solutions increase the need for own skilled personal to run and 

administrate PABXs common for different authorities or to be an internal telecom operator 
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by buying PABXs and lease lines, and thus competing with Televerket. The decision and 

specification were in these cases often done by the technical staff, as specifications for 

telecom equipment tended to be quite complex and “technical”.  

It must at the same time be pointed out that Sweden had the highest penetration of telephones 

in the world, high service level, competitive prices compared to other countries and 

substantially shorter time to get a connection compared with almost any other country in the 

world (Karlsson, 98). The common opinion was favorable towards Televerket and there was 

no pressure from the general public or with a few exceptions not even from the enterprises to 

make any changes. To fully de-monopolize the Swedish telecom market was a political 

decision. 

   

2.1.3. International experiences 

 

Sweden was not the only country considering de-monopolization of the telecom market.  

 

It started slowly already in the 60s in the US and continued with the break-up of AT&T in 

1984. Competition was established on long distance traffic but locally there was still a 

monopoly situation. Hence, a customer had to deal with two contracts. The UK government 

approach to de-monopolization of the telecom market was through a regime of duopoly with 

two fixed and two mobile operators in 1983.  

 

In the EU, the idea of Open Network Provision (ONP) started with the recommendation from 

the Council of European Communities in 1984 concerning the implementation of 

harmonization in the field of telecommunications (84/549/EEC) stating: 

Whereas there is a need to use the full potential of telecommunications in order to assure the 

economic development of the Community;  

Whereas in this context it is essential to achieve, amongst others, the following two 

objectives:  

- the creation of a range of harmonized telematic services offering users throughout Europe 

the chance to communicate efficiently and economically,  

- the creation of a dynamic Community market for telecommunications equipment;  
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The Commission of the European Communities published in 1988 a Green Paper that defined 

the development of the conditions for ONP and: 

- to clear interconnect and access obligations 

- to have consensus on harmonized standards, frequencies and tariff principles 

- to harmonize conditions for open provision of leased lines 

- to harmonize conditions for open provision of general data networks 

- to harmonize conditions for open provision of future Integrated Service Digital 

Network (ISDN). 

The emphasis throughout is on ONP as a tool in the promotion of the European 

Communities’ single market objective.   

In order to achieve the stated goals, it was necessary to harmonize the already existing and 

implemented national standards. This meant forcing adaptation of equipment from country to 

country. Members of European Communities and European Free Trade Association (EFTA) 

signed in 1985 a Memorandum of Understanding to start the process towards achieving 

common standards in Europe authorizing ETSI (European Telecommunication 

Standardisation Institute) to be responsible for the development of these common standards. 

The common set of requirements on terminal equipment was established in 1991 allowing 

equipment approved in any EU country to be used and marketed in any other without further 

approving and adaptation. This act introduced full competition on equipment in Europe. 

Due to the new market situation and in order to speed up the competition between telecom 

providers, the US government started the FTS2000 (Federal Telecommunication System) 

procurement project for integrated voice and data services provision. The starting point was 

as James and Schulte (1994) describe: FTS was the largest private network in the world in 

1980 – larger than the combined sizes of the seventeen largest private networks in the United 

States (Bennington, 1989). It was engineered and managed by GSA4, with equipment owned 

by the government and circuits leased from American Telephone and Telegraph Company 

(AT&T) – the only long-distance carrier in the country at the inception of FTS in 1963. 

Service was provided to federal agencies by GSA. It served 1.3 million users in more than 

4,000 locations. With the introduction of competition on the telecom market and new digital 

techniques, the old analogue GSA network became obsolete and GSA…began to by asking 
                                                 
4 General Services Administration 
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fundamental questions about its role in the deregulated and divested telecommunications 

environment. …At GSA’s request, a panel of experts drawn from industry and academia was 

formed to advise the government on issues related to the planned replacement of FTS.  

…With the combined efforts of government, industry, and academia, a new procurement 

strategy was developed for the FTS replacement – FTS2000. This strategy was a dramatic 

departure from past GSA practice. The fundamental change was that GSA would no longer 

engineer and manage its own telecommunications network, but rather acquire services from 

the long-distance common carriers on networks that the carriers engineered and managed. 

GSA would perform oversight and administration – the common carriers would do 

everything needed to deliver services. The main advantages for GSA were identified as: 

1. …the price the government pays for services would be based on use. 

2. …FTS could remain technologically current… 

3. …the strategy allowed for maximum flexibility in future requirements,… 

It was the biggest public procurement, excluding procurements for the defense, for the 

American federal government. In December 1988 GSA (General Services Administration) 

awarded two 10-years, fixed-price framework contracts with the possibility for renegotiation 

after 4 and 7 years in order to maintain competition. The two chosen service providers were 

AT&T (60%) and Sprint (40%). It was mandatory for the agencies to follow the contract with 

no choice to build own networks or to buy services from other operators than contracted. 

(Bennington, 1989). 

The UK government in 1989, through its procuring agency at that time, CCTA (Central 

Computer and Telecommunications Agency), signed a framework contract for GDN 

(Government Data Network), which meant considerable savings for the authorities and the 

contractor Racal. The press release from Racal from March 1999 stated that in 1988: Racal is 

awarded the contract to set up and run the Government Data Network. The GDN provides 

service to 32 departments. The four largest customers are the Department of Social Security, 

the Inland Revenue, Customs & Excise, and the Prisons Service. Racal has an estimated 11% 

share of the Government sector telecommunications market, making it the leading supplier to 

Government departments. GDN is a rolling 10-year contract, which currently runs until 

2004.   
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The Statnät project team visited CCTA and the site of GDN. Bernard Bennington, the project 

leader for FTS2000 visited Sweden and met the Statnät project team to discuss experiences 

and views. In addition, the Statnät team visited GSA, a few federal agencies and the site of 

FTS' operations in Washington DC. Information and experiences from these two 

procurement projects were important input to the Statnät project proposal and 

recommendations to the Swedish government. 

The American experience was that with two service providers, it was not advisable to have a 

price regulating body between agencies and service providers. The overhead cost for price 

regulation (the price towards agencies was the same for the same service independently of 

the supplier and differences between them) and a fully equipped copy of the suppliers’ 

Network Management Centers for monitoring their activities was 10-15% of the total cost 

according to the GSA and had to be paid by the agencies. During the meetings with the 

agencies, they complained about their lack of freedom in choosing suppliers and overhead 

cost. 

In the UK, the GDN was a private data network solely built for the government agencies. So 

at the time it was a very favorable contract. However, the Statnät team was concerned that 

the procuring situation would be less favorable in the future due to the high dependency on 

one supplier and a weak business case for the supplier as it could not expand its operation 

beyond the government authorities and from the beginning knew the limits of its expansion. 

The only way to expand would be through the introduction of new services that then had to 

be financed by the public sector. The Statnät team decided to go for service procurement 

without any restriction on having a dedicated separate network for the government 

authorities. The purpose was to guarantee free choice in future procurements, possibility of 

benchmarking contracted prices and sharing the cost of development of new services with 

other users/buyers on the market. 

2.2. Formation of STATTEL- delegation 

 

2.2.1. Reasons behind the formation of STATTEL 

 

It is difficult to find any direct documents about how the government reasoned when 

establishing STATTEL. The decision was taken inside the Department of Communication 

and it was a big surprise to most of the players on the market. Although the Statnät report 
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(Statskontoret 1990) published and had been spelled out all the quite daring possibilities, 

which were later taken into account in the STATTEL directives, it was considered as just 

another of Statskontoret’s many reports to the government. Nobody really imagined that the 

report would be put to work in its totality and that the scope of responsibility would even be 

increased. 

 

Ann-Marie Nilsson (2005) identified several reasons why the STATTEL-delegationen was 

established. The Department for Communication was one of the most active in the EU work 

on ONP which aim was to break the monopoly and introduce competition on the telecom 

market…From the political point of view there were different ways to influence this process:  

1. legislative, through the introduction of a  new law on EU and/or national level 

2. exerting power through the state’s ownership of Televerket 

3. by using the state’s buying power in open public procurements 

 

Another aspect was the possibility to reduce telecom cost. Earlier investigations by 

Statskontoret indicated a considerable saving potential through coordination of previously 

separate authorities’ telecom networks. 

All these factors were pushing telecom as an important area.  

 

The main reason to establish STATTEL was for the government to exert its power as a 

buyer. In order to attract other than already established players and/or to break the monopoly 

situation, it was necessary to show that the government was serious by showing its own 

telecom requirements to the market and procure it on the open market in competition. The 

value at stake was big enough to attract foreign players. For them, to win a government 

contract in another country would be of considerable PR-value. 

 

At the time of establishing STATTEL, Televerket, later Telia, was already involved in the 

discussions concerning the de-monopolization of the Swedish telecom market. But the 

former director general of Televerket, Tony Hagström was against the establishment of 

STATTEL as it meant that the Swedish government was taking the initiative in its own 

hands.  Lars Berg (2005), former CEO of Telia, who took over after Tony Hagström, 

commented that: More than the establishment of STATTEL the effects of de-regulation were 

felt as a threat…Many at Telia did not understand what de-regulation meant but the 
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establishment of STATTEL brought the matter to the head. STATTEL was a big customer that 

represented many organizations… STATTEL was like a buyers’ cartel. 

  

The establishment of STATTEL was a surprise for many. Jan Rydh (2005), former chairman 

of STATTEL, recalled: I did not get many questions from the private enterprises. It was the 

same thing with them (as with the public agencies). The management of private companies 

were not so familiar with the issues. Their data and telecom bosses had their own races. They 

wanted to do it by themselves. There was no special pressure from the private side. Nobody 

really believed that this was politically viable. Everybody doubted if the government 

[Social-democrats] really wanted to do that and if so, was it anyway possible to do. It is 

rather strange that the private sector was not advocating that as a way to enhance 

competition as they typically do on other occasions. The opposition parties were not putting 

any pressure either. There was no political debate whatsoever on the question.   

 

Jan Rydh (2005) had a clear view why STATTEL had to be a new time-limited entity, a 

commission: In some way I think that if the government has a specialized authority to take 

care of procurement questions, then it should do that. One alternative was that Statskontoret 

should take care of this procurement, as it was Statskontoret’s project from the beginning. 

This time it was decided to take out this specific procurement because it pointed towards a 

big change, the technique sometimes is to do just that outside of the current organization that 

is used to perform as it always has done. You can than build up a guerilla group on the side. 

That was what STATTEL was. You could use such an approach also today when you want to 

go over from one technique to another. It is no mistrust behind this type of acting. But there 

is so much old thinking. But when you are ready with the change, the idea is to take the new 

technique back to the current organization and to implement it and change the organization. 

 

2.2.2.  Directives and formation of STATTEL  

 

After publishing the Statnät report in June 1990, there was virtually neither communication 

nor signs from the Department of Communication on the outcome of Statnät’s proposals. 

There was a lot of suspense and silence before the expected storm.  

 

In April 1991 the Swedish government took the decision following the outlines stated in the 

Statnät report, and STATTEL was established as a delegation. 
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The telecom services to be procured by STATTEL mentioned in the government directives 

were telephony within and between the authorities and to and from the general public, 

telefax, video, data etc. The procurements of these services should be carried out in 

competition. 

 

The directives (Swedish Government, 1991) stated: 

The central government authorities should buy services instead for procuring and running 

own networks. 

The authorities will have increased motivation and increased possibilities to choose rational 

solutions based on their own needs, to judge by themselves between different communication 

systems and to concentrate on services that give increased efficiency and service level. 

The authorities should by acting together be able to purchase telecom services that will cost 

less than today. The ambition shall be to reach of 25% cost reduction. 

The central government authorities should strengthen their role as a buyer within the 

telecom area and use in more efficient way the telecom resources that are to their disposal. 

The authorities’ business should be developed and made more efficient among other ways 

through the usage of well functioning telecom. …rationalize transmission of written 

material… Well functioning telecom facilitates a freer localization of business. … 

 

The delegation has to: 

- formulate requirements on the common telecom services that should be used by the 

authorities during the 90s. 

- specify which telecom standards that should be used by the central government 

authorities in consultation with Statskontoret 

- purchase and sign contracts for different telecom services in consultation with 

Statskontoret 

- work for a broad usage of telecom services 

- show the economic and other effects of different telecom services on the central 

government authorities as a whole and for individual authorities. 

 

Jan Rydh, at that time the Governor of the Västmanland province, was appointed as the 

chairman. Jan Rydh (2005) commented the establishment of the STATTEL-delegation 

saying that he received very few signals from the ministry. In his view it was a political 
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decision without special interest or pressure groups involved, not even from the private 

sector. Nobody believed that it was true and possible. 

 

The delegation consisted of representatives from 12 authorities: 

Riksskatteverket - National Tax Board

Riksforsäkringsverket – Swedish Social Insurance Board 

Centralnämnden for fastighetsdata – Central Board for Cadastral Data 

Riksrevisionsverket - State Audit Institution 

Vägverket - Swedish Road Administration 

Arbetsmarknadsstyrelsen - Board for Employment Service 

Datainspektionen - Data Inspection Board 

Länstyrelsen i Norrbottens län - County Administrative Board of Norrbotten,

Rikspolisstyrelsen - National Police Board 

Statskontoret - Swedish Agency for Public Management 

Försvarsmakten, högkvarteret - Swedish Armed Forces Headquarters 

 

A small secretariat was established to carry out the task. The general manager was reporting 

to the chairman and the delegation. Ann-Marie Nilsson, the previous project leader of the 

Statnät project, was appointed as the general manager of the secretariat, Peter Medlund as the 

director responsible for administration and procurement and Helena Lindskog, previously 

technical responsible for the Statnät project, as the technical director. 

 

2.2.3.  Reaction on the establishment of STATTEL 

 

Authorities 

Jan Rydh (2005) considered that the situation for the authorities was quite ambivalent: The 

delegates in the STATTEL delegations were not sure of their roles. Some saw themselves as 

hostages. The common attitude was that each agency did it best by themselves. With my 

general experience, I believe that especially administrative and technical managers wanted 

to procure by themselves without any interference from the outside. Some of the delegates 

were merely watching the development. The agencies’ general directors were not so negative 

to this common venture but they had too little knowledge to drive this policy. The technical 

development was steered by technicians then much more than today and general directors 
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and agencies’ management had not enough knowledge of neither IT nor telephony to 

formulate any policy. Otherwise, the situation was good for the delegates’ learning process 

even for those who were reluctant to begin with and remained so during a longer period. 

There was an opportunity to study these questions. In this way, the delegation functioned as a 

form of support.   
 

Ann-Marie Nilsson (2005) considered that one of the reasons for the future success of 

STATTEL was that agencies did not need to finance the delegation at all. Another reason was 

that authorities were participating in all decisions and we had a good chairman who inspired 

respect and had integrity, which is also important. 

 

Swedish incumbent operator – Telia (former Televerket) 

Bjorn Norrbom (2005), former CEO of Telia Megacom, reflected over the establishment of 

STATTEL: In the beginning many (at Televerket/Telia) regarded STATTEL as a threat. 

…Somebody would intervene on our behalf. But there were also some that saw STATTEL as 

a possibility to develop Telia towards a commercial company from a public utility. 

 

Ann-Marie Nilsson (2005) recalled Televerket’s attitude. We were regarded with disdain 

from Televerket’s side. They considered us as a bunch of dilettantes that did not know 

anything at all. But we knew. Not me personally, but I could get the right collaborators. 

Quite soon it became clear for Televerket that we could shake it. They did not believe it was 

possible in the beginning, but they had to recognise that and we became important for them.  

 

Other telecom operators 

Lars Persson (2005), former CEO of Global One considered that it was quite a revolutionary 

move for the whole telecom world when STATTEL and the Swedish government decided to go 

out with these procurements in order to increase competition. It was only the UK that had 

started the de-regulation process. Here in Sweden we went much further. What happened 

was very useful. Such a big volume of telecom and data traffic was put for procuring. It made 

it interesting for new players to establish themselves in Sweden. British Telecom was already 

in Sweden since one year and we, France Telecom, established ourselves. It was interesting 

with the big volume, but most important was that it was a service procurement. It was not 

anymore procurement of equipment such as PABXs and similar. That was very far-seeing 

and there are still today many companies that could learn a lot from STATTEL.  
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Tele 2 saw STATTEL as an enormous possibility. – stated Sylwester Marat (2005), former 

marketing manager at Tele 2, Swedish competitor to Televerket/Telia. 

 

2.2. Programs 

 

The two tasks carried out immediately after the creation of STATTEL were: 

- Investigation of telephony cost (1991) 

- Tele-vision 2000 (1992) 

 

Investigation of telephony cost 

While waiting for the government’s reaction on the Statnät report and the decision to follow 

or not the proposed strategy and plan of action, Statskontoret decided to carry out the biggest 

ever investigation of the cost of telephony. The investigation was based on a comprehensive 

(13 pages) enquiry and took place in the beginning of 1991. The results were to some extent 

quite surprising and became the inspiration for further research.  

 

The results that were obtained from authorities with 50 000 employees (25% of all central 

government employees of 200 000) showed that the total cost of telephony in 1990 was 

approx. SEK 1.3bn. The number of civil servants in Sweden has been relatively stable during 

recent years fluctuating around 1.360 millions employees in total. The extrapolation of the 

results from the telephony cost investigation would give a figure around 6 times bigger as 

regional and local authorities tend to have more local and regional traffic than central 

government authorities. That would mean a total cost of telephony for the Swedish public 

sector in 1991 of some SEK 7.8bn. An investigation showed that the data communication 

cost for the same period was only 1/5 of that for telephony or SEK 250 million. The total 

data communication cost could be estimated to be some SEK 1.5bn. 

 

The total cost of telecom – data communication and telephony - could be estimated to be 

some SEK 9.2bn. 

 

The cost of telecom for an organization consisted of three main components: 

- equipment 

- outgoing traffic 
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- staff 

The cost is highly dependent on incoming traffic more so than on outgoing. Most of the 

equipment such as PABXs, voice mail, call centers as well as switched board operators are 

mainly there to take care of incoming traffic. This relation was important for STATTEL 

since the government's directives suggested a reduction of 25% of overall telecom cost and 

outgoing traffic made up just 17% of the total telecom cost. Thus, it would be impossible to 

achieve goals stated in the directives through traditional ways of acting such as reducing 

outgoing traffic or building more complex private networks.   

 

Before STATTEL’s study, telecom was treated as a cost and most of the efforts such as e.g. 

building own networks, were on reducing the cost of outgoing traffic by having the outgoing 

internal traffic for “free” and to pass all outgoing traffic as closed as possible the destination 

site and often to pay only for local call charges. STATTEL’s study showed that the incoming 

traffic was the main reason behind overall telecom costs incl. equipment and staff dealing 

directly with telecommunications. At the same time, the cost of telecom compared with other 

costs such as employees, office space or equipment is relatively small.  The total purchasing 

value of the public sector is today around SEK 400bn (SOU 1999:139) and the cost of 

telecom around SEK 9.2bn makes telecom purchasing a relatively small portion of what the 

public sector is buying.  
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Fig. 4  From cost to business development (Lindskog, 1995, Ericsson, 1997) 
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To visualize a new approach towards telecommunication, its position for the public sector 

and STATTEL’s overall strategy for procurement, STATTEL developed a picture with 4 

layers. 

 

Layer 1 - Outgoing traffic 

The inner layer represents the outgoing traffic cost, which for the Swedish public 

administration at the time of STATTEL was approximately 17 % of the total telecom cost. 

The cost of outgoing traffic for private companies tends to be somewhat higher due to often 

more international communication and marketing activities. 

 

The cost of outgoing traffic can be reduced by decreasing the number of calls using call 

logging reports or by building own telecom network allowing at least outgoing internal 

traffic for “free”. 

 

Layer 2 – Telecom cost 

This cost is divided into three main components: 

Outgoing traffic 

Equipment – PABXs, voice mail, Automatic Call Distribution systems, call centers 

functionality etc.  

Staff - directly working with telecom such as switched board operators or technicians 

 

The telecom cost compared with other costs has been and still is relatively low. The main 

issues were: how much can be squeezed from already existing investments? to buy 

equipment and build own networks or buy services? 

 

Layer 3 – overall business cost 

Telecom being relatively small part of the total business cost can be one of the most efficient 

tools for Business Process Reengineering of the public sector organizations. If by using 

telecom there is the possibility to reduce the working time by some 10-15 minutes per day 

and employee corresponds to 2-3% of working time. This corresponds to savings of approx. 

SEK 6.000-9.000 per year and employee. Savings are then of the same magnitude as the total 

telecom cost. This also illustrates the possibility to calculate a cost range for investments in 

telecom compared with possible savings or using now free resources for other purposes. 
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Layer 4 – customers’ cost  

Efficient telecommunication is one of the best ways to reduce customers’ time, thus cost, to 

reach authorities. In order to increase the service level in communication with authorities 

means many times better dealing with the incoming traffic from the public. 

 

In 1997, Ericsson Business Systems used the same STATTEL picture to illustrate their view 

on business customers’ position. The difference is that the layer 4 that here is to increase 

Ericsson business customers’ competitiveness by better service quality towards their 

customers. 

  

Tele-vision 2000 

The starting points for the Tele-vision 2000 (1992) were STATTEL directives and the time 

perspective 10 years. The main trends for the public sector’s development were identified as: 

- decentralization of responsibilities 

- structural changes such as 

o decreasing number of offices and authorities 

o possible establishment of new authorities 

o changing responsibilities 

o internally within authorities: division into “front office and back office”, 

centralization of support functions and distance working  

- uniform external profiling from a geographically dispersed authority by having the 

same high quality and service level towards citizens and organizations independently 

of size and location of the authority offices 

- increased volume and raised quality requirements on information provided to citizens 

and organizations 

- deteriorated cost efficiency  for solutions of telecom networks separately owned by 

each authority  

- centralization of maintenance and administration of data communication and 

therefore clear possibility for outsourcing of these functions to service providers. 

 

As a strategy to achieve the goals stated in the STATTEL directives as well as to take into 

account the trends in the public sector’ development, Tele-vision 2000 was advocating three 

means: 

- competition – to achieve efficiency 
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- standardization – to create “open” system solutions that is a necessary prerequisite for 

efficient competition 

- service procurement – to achieve flexibility and freedom of choice in view of 

constant technical development and changes in the public sector. 

 

In response to the telephony cost investigation and Tele-vision 2000, STATTEL decided to 

follow the plan of action proposed in the Tele-vision 2000. It resulted in six programs: 

Data: 

1. Basic data communication services 

2. Messaging services 

Telephony: 

3. Tele-saving 

4. PABXs 

5. Telephony services 

Telecom: 

6. SOTIP (Swedish government Open Telecommunications systems Interconnection 

Profile) 

 

Basic data communication services, Messaging services, PABXs and Telephony services 

were procurement programs, which resulted in four framework contracts. Tele-saving was a 

program for reducing telecom cost through preferred customer agreements and self-guided 

instructions to review the current telephony situation at the authority. SOTIP5 was a project 

for development of the procurement model outgoing from the users’ needs. 

 

STATTEL procurements voluntarily followed EU legislation for public procurement. 

Sweden was at the time of the establishment of STATTEL still not a member of EU. 

STATTEL also voluntarily applied the legislation for the procurement of telephony, which 

was an exception as it was not compulsory to follow. All the procurements were of a 

framework type. Hence, STATTEL followed the buyer’s public procurement process for 

each of the four procurements. And the authorities could call-off from the framework 

contract without having to follow the complete public procurement process. 

 

                                                 
5 see Part 3, §3 
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Fig.5 STATTEL’s procurement process. 

 

STATTEL’s assignment ended with the signing of the framework contracts. Later on, it was 

decided that the administration of the contracts should be handled by Statskontoret, the 

Swedish authority responsible for framework procurements of IT and telecom. 

 

2.3.1. Procurement of basic data communication services  

 

The first procurement to be carried out was a procurement of basic data services. In May 

1992 STATTEL delegation published the RfP for procurement of basic data services. The 

services required in the RfP were: 

 

- Three carrier services 

o For connections to the packet switched network service based on the standard 

following CCITT6 recommendation X.25. In case of rupture or traffic jam 

packets could take an alternative route, in case of packet damage or bad 

quality a packet could be resend and all the packets would be reassembled in 

correct order before being presented to the receiver. Each organization had its 
                                                 
6  CCITT - Comité Consultatif International Téléphonique et Télégraphique, from 1992 International 
Telecommunications Union  - Telecommunication (ITU-T) 
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own Virtual Private Network (VPN) providing them with guaranteed 

availability, private network functionality and possibility to have contacts with 

other users in a controlled way. 

o For connections to the network service following Frame relay protocol often 

used as virtual leased lines 

o Point to point connections 

- LAN to LAN connections and router is a part of the offered service 

- Connection to router based communication following TCP/IP as protocol. (later 

known as Internet) 

 

It was pure service procurement with clear interfaces and boarders of responsibilities and 

performance as for example guaranteed availability. 

 

Security was the only part concerned with solutions provided by the operator. One especially 

difficult requirement was double Network Management Centers in different locations. 

 

The important difference from the draft RfP, an annex to the Statnät report, was the 

additional service based on IP7-protocol. This was the first service procurement of what was 

later to be called Internet. The word Internet was still not in use at that time. 

 

How could this happen? Peter Löthberg, one of the people behind the IP-protocol and 

visionary inventor, contacted STATTEL-delegation, just a few days before the RfP was 

published and explained that you could not procure data services without procuring the 

IP-services and a network solution based on routers. His vision was that this technique would 

be used for any kind of telecommunications in the future including voice. These were truly 

revolutionary ideas at that time. Today, it is so obvious.  

 

One of the important considerations and decisions to take was the choice of one, two or 

several service providers. In the end, it was decided to choose just one service provider, as 

the deal was considered too small to be divided between several providers.  Only registered 

Swedish companies, that had to follow the Swedish laws, could sign the contract due to the 

                                                 
7 TCP/IP – Transmission Control Protocol/Internet Protocol 
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size and importance of datacom for the agencies. These companies could be representatives 

and fully own by foreign companies.    

 

Before the publishing of the RfP for basic data services there were obvious difficulties to get 

all the members of the delegation to agree on the idea of giving up their own networks and 

buying services from a data communication operator. In the end, the delegation accepted the 

idea of the procurement with some protests from the data departments at the authorities. 

Some delegates were the heads of data departments at their agencies and some were 

following their data departments’ advice that buying datacom services would diminish 

autonomy of choice for the agencies. Concerns were presented on the delegation’s meetings, 

to the chairman of STATTEL as well as to the Department of Communication. The delegates 

had a dual role representing both their own organization and Sweden’s total government 

sector. However, in the end everybody agreed to go for a service procurement with a 

relatively long migration period.  

 

The STATTEL delegation received four complete offers, from: 

- Televerket (Megacom)  

- Tele2/Swipnet 

- British Telecom’s Swedish representative  

- France Telecom/Transpac’s Swedish representative 

The procurement group carried out tough negotiations. Tele2/Swipnet decided to drop out 

before the final decision. Sylwester Marat (2005) commented that Tele2 after initially being 

secure of winning found that: ….The negative side was that it costs a lot of money to prepare 

this type of tender. From the Tele2 side there were 35 people and 29 with a special 

competence just working with the tender. … It was extremely important to get this contract. 

Tele2 believed the probability to get this contract was 60-70% because they knew that the 

government was willing to change the market. To establish STATTEL was already a clear 

signal. The procurement process was a very slow and time-consuming…It was a learning 

process…and pricing of different standard configurations. It was really tough. How should 

we manipulate our prices to make them as attractive as possible and to keep our profit 

margin? Afterwards it was a big disappointment when we did not get the contract. At the 

same time we were glad that neither Telia got the contract and that a new player entered the 

market. 
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In order to make evaluation possible and to compare different bids STATTEL carried out 

calculations on a number of cases/types of organizations with standard configurations and the 

most common combinations of services, so called baskets of services. The types of 

organizations and baskets of services were a part of the RfP. After long negotiations, 

STATTEL decided to put a date and time for the ultimate price bid. A day before the ultimate 

deadline, STATTEL met separately each bidder for the final explanations and at the same 

time the results, specific for each bidder, of the latest calculations based on negotiated prices 

were presented to each bidder. 

 

There were now three bidders left. They were invited to give their final bids at a specific time 

and place. All three left final bids in sealed envelopes. STATTEL and representatives from 

Statskontoret officially opened the sealed envelopes. For the last time STATTEL performed 

calculations on same cases and baskets of services. The results for baskets of services or 

calculation cases were the same: France Telecom was the cheapest followed by British 

Telecom and Televerket. The difference was closer to 20% to the next bidder and 30% to 

Televerket. The difference in price could not be motivated by better functionality. Earlier in 

the evaluation process all bids were normalized and there were only marginal differences. 

Further, from a technical point of view only services that were required were evaluated. 

Services with performances better than required and/or services that had not been specified 

but were provided by the bidders were not taken into consideration. All three bidders were 

considered capable to provide required services as Televerket had long time presence in 

Sweden and the other two were financial giants and STATTEL had obtained all the 

guarantees needed from the headquarters of France Telecom and British Telecom.   

 

After a quite brief meeting, the delegation decided in May 1993 to award France 

Telecom/Transpac’s Swedish representative with the contract of providing data 

communication services to the Swedish central government authorities. 

 

Conclusions from the document for decision taking (Statskontoret and STATTEL, 1993) by 

the STATTEL-delegation were that: 

1. Differences between offers were not big enough in question of compliance with 

requirements or in any other aspect except commercial. 

2. From the commercial point of view there is a considerable advantage for Transpac 

before the two others. That is why Transpac is put in the first place. 
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3. BT is put in the second place. The offer is from the economic point of view better than 

MegaCom. BT has also an advantage concerning technique and trust. 

4. The offer from MegaCom is put in the third place. 

 

The reaction was immediate and STATTEL became first page news in all Swedish 

newspapers and also all over the world. The Communication Week International had an 

article on the case. Björn Norrbom (2005): I remember the day when we lost our first 

procurement. It was on the first page of Computer Weekly. It was not fun at all. 

 

Some international reactions at the time: 

The StatTel’s “bombshell” was dropped in May 1993 when, after a tendering process …a 

framework contract covering price and service levels for national data transmission was 

awarded to France Telecom Transpac. Telia, according to one insider, was “shocked and 

devastated”. 

..It may come as a surprise for outsiders to see just how little opposition there has been to 

StatTel-Transpac contract on what might be called “nationalistic” grounds. This is in itself a 

refreshing change from windy rhetoric of xenophobia which pervades so much of the 

industry in Europe and beyond. Sweden deserves to be congratulated for this mature attitude 

to global trade and economics.” (Public Network Europe, 1994)  

 

…Moreover, Telia has lost international calls and data transmission business to overseas 

rivals. It was more than a little dismayed when StatTel, a state procurement body, passed 

over it to award a prestigious data transmission contract to France Telecom.…but effect on 

Telia’s profits has so far been limited…(Brown-Hunes, 1994)  

 

…STOCKHOLM-Setting a precedent that could impact telecoms operators, equipment 

suppliers and users across Europe, the Swedish government has chosen France's Transpac 

to supply it with data communications services….The data contract marks the first time a 

European government has ceded control of its domestic communications to a foreign carrier. 

In Europe, where national ties among operators, manufacturers and governments have 

closed markets to outsiders, the Swedish move could signal the start of real competition. 

"It will be beneficial not only for customers but also for operators, which must get used to 

facing real competition in their own market so they will be better prepared to be out in the 

world, " said Helena Lindskog, technical director with the procurement arm of the Swedish 
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government. "It is also good for manufacturers because it is breaking the traditional 

alliances of operators and manufacturers on a national basis”. (Schenker, 1993) 

 

In many ways, what happened was more than anybody expected or had dared to imagine. 

Almost overnight STATTEL and Sweden became a focal point for the telecom society 

worldwide. 

 

There were also more negative reactions; Televerket and even Tele2 asserted that it was a 

case of dumping and accused France Telecom to bid on unrealistic prices as it ought to be 

impossible to build infrastructure and produce data services in a profitable way at the offered 

price level. However, just after a few weeks time both Televerket and Tele2 reduced their 

prices and kept them on the same level as France Telecom. 

 

All the interviews point out that the data procurement was important as an eye-opener for 

everybody and for Televerket, later Telia, in particular.  

 

2.3.2. Procurement of messaging services 

 

Two framework agreements on electronic mail services based on X.400 standard were signed 

in May 1994 with French-English owned SEMA group and Swedish Postnet. Telia Megacom 

and Tele2 were also participating in this procurement. As all four bidders complied with the 

RfP, it was the price that decided who was chosen. Telia was 10% more expensive than 

PostNet and 30% more than the SEMA Group. Tele2 was almost 100% more expensive than 

the SEMA Group. The expected savings were SEK 400 millions, which meant an even 

bigger price-drop (up to 70%) than for prices of the data communication prices.  

 

2.3.3. Strategy and plan of action for telephony in the government administration 

 

The investigation of telephony cost (Lindskog, 1991) had several implications for 

STATTEL’s work. Firstly, it showed that yearly telephony cost for the central government 

agencies, around SEK 1,3bn, compared with SEK 250 million per year for datacom, was 

responsible for the bigger part of the total telecom cost. Secondly, it became obvious that it 

was impossible to achieve 25% savings by only reducing the outgoing traffic cost. One of the 

first reactions from the delegates on this investigation was to save money on telephony. 
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STATTEL secretariat decided to prepare the strategy and plan of action for telephony in the 

government administration (Lindskog, 1993) based on Tele-vision 2000 and the investigation 

of the cost of telephony. The strategy and plan action were presented in the beginning of 

1993 to the delegation and accepted. 

 

The first statement said that telecommunications is a means to achieve efficiency for the 

government administration and not a goal. The goal for the public administration is to deliver 

high quality services towards citizens, companies and other organizations as efficiently as 

possible. Telecom is one of the tools to achieve that. To deliver telecom services internally 

and externally is seldom considered a goal for the agencies. 

 

Visions

Business vision

ICT
management

vision

It is a gap between business and ICT management vision

 
Fig.6  A gap in visions (Lindskog, 1995) 

 

The picture above illustrates the difference in goals between the technical staff and the 

management. For the agency management it was clear that telecom was not a core business. 

It was a means to achieve the public administration’s and the specific agency’s goals. 

Additionally, telecom was only one of many areas of investment. 

 

The use of telecommunications by the government administration is to make it easier to: 

- improve the efficiency of activities 
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- decentralize  operations 

- increase the service level to the public and to private business 

- freely locate operations 

- restructure operations  

These general goals make it possible to specify the long-term goals for telecom services: 

(STATTEL, 1991) 

 

The strategy was formulated in the form of long-term goals. 

- high service level of telephony as regards availability, answering and message 

functions for calls from the public 

- the same service level to the public irrespective of who… and from where the contact 

is made 

o for the centralized services the same charges should apply irrespective of from 

where the contact is made 

o the same telephone number for a certain agency irrespective of its locations 

- possibility to co-ordinate telephony services within an agency, between its central, 

regional and local units irrespective of size and location. 

- the same functionality is to be offered to all users from the authorities performing 

similar activities irrespective of size and location of the office 

- freedom to choose for the authorities between procuring equipment or services 

- the agencies’ identity as customers is to be reinforced to enable them to purchase the 

correct functionality at the lowest possible price in a competitive market. 

 

The main techniques and solutions advocated in the strategy in order to achieve the long-term 

goals for STATTEL were: 

- VPN (Virtual Private Networks) and Centrex as solutions for buying services instead 

of buying equipment such as PABXs and building on networks. 

- ATM (Asynchronous Transfer Mode) for digitalization of switching and GSM for 

mobility. 

 

Another important and central point in the strategy was the development of SOTIP8 and 

procurement of services with competition. It was pointed out that procurement of services 

                                                 
8 See Part 3, §3 
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promotes flexibility and competition, which creates more alternatives with lower prices but 

also requires knowledgeable procurers. STATTEL regarded as its important task to increase 

the procurement competence for the agencies. 

 

An interesting simple calculation was provided in order to demonstrate the usefulness of 

procurement of telephony services. The calculation showed that the public government 

administration could save approximately SEK 1.3bn a year if by using telephony efficiently it 

could save or make free for other usage just 10-15 minutes per day and employee. This 

simple calculation showed that investing in telecom could possibly be one of the most 

effective ways to decrease the total cost for the public sector. Some STATTEL presentations 

and adverts claimed that this could be achieved in parallel with increased service level 

towards the customers. 

 

Another simple calculation showed the cost ratio of different ways of communicating with 

customers. The meeting face to face can take 10 times longer compared with receiving a 

letter. But receiving a paper letter by an organization can also take almost 10 times longer 

compared with using telecom for the same purpose. Similar calculations have later been used 

to motivate the usage of the Internet and electronic services. 

 

The plan of action stated three programs. The programs were: 

- Tele-saving 1993 

- Procurement of equipment 

- Procurement of telephony services  

 

Following the strategy and the plan of action for telephony, STATTEL produced a report 

“Better telephony service gives higher efficiency and savings” (Statskontoret, 1994) to give 

advice and to share experiences with authorities on telephony service.  

 

The report stated that 80% of all contacts with authorities in Sweden in 1994 took place over 

telecommunication such as telephone, fax or telex. The rest of the contacts were through post 

service (letters) and in personal visits. (Today the estimate for this figure is even higher due 

to extended use of Internet portals and e-mail. Telephone might still be the most important 

medium along with Internet to get in contact with authorities.) 
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Another investigation showed that approximately every second contact with authorities 

failed. This was not due to technical impairments but because people were not available or 

specific functions not accessible. Many times civil servants were not aware of the necessity 

to give good telephone service as they were prioritizing their internal work and contacts. 

 

Some of the first things pointed out in the report was the need of quantifiable and measurable 

goals for telephone services, investigation of the current situation and only thereafter should 

the authorities develop a plan of action. The common parts of the investigation of the current 

state for telephony contained: 

- Availability and Accessibility  

- Study of contacts, type of calls, traffic flows and volumes and an analysis of lost 

calls. 

This report was meant to increase the awareness and prepare the authorities for STATTEL 

procurements.  

 

2.3.4.  Telecom-saving program  

 

For the delegates it was important to start some action as soon as possible in order to achieve 

short-term savings of telephony cost. Telespar (Telecom-saving) 93 (STATTEL & 

Statsontoret, 1996)  project started immediately after the acceptance of the plan of action 

and aimed to achieve at least SEK 100 million of cost savings that year.  

 

There were two main ways to achieve that: 

- through preferred customer agreements on the central level that were signed with four 

suppliers of products and services. These framework agreements were not contracts 

and did not concern specific performances or features. It was simply a way to as soon 

as possible get discounts based on the total volume that could not be achieved by a 

single agency especially a smaller one. Four suppliers were chosen after very simple 

procurement procedures.  

- through self-guided step by step program on the local level to review existing 

telephony equipment and all relevant contracts and the utilization of equipment and 

contracts.  Similarly, review own or leased equipment such as PABXs with 

maintenance contracts when equipment was not anymore in use due to for example 

having moved to another location but equipment was still leased and maintenance 
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contracts in place. Review the case of decreasing number of users of existing PABXs 

and other equipment, making them over-dimensioned and consider reusing them in 

another place or selling them to Televerket. There is no need of maintenance contract 

of parts that are not being used. 

 

The result of this program for the agencies that carried it out was on average 10% savings on 

telephony cost. In many cases their leased lines were not in use or maintenance contracts for 

equipment did not exist. Quite often agencies were not aware of phantom equipment and 

under-utilization of their leased lines. The by-product of carrying out the Tele-saving 

program was a good overview of the current situation of telephony at the agencies. Thus, 

they were much better prepared for a later procurement of telephony services. 

 

The Telecom-saving program was also carried out and used during some years after 

STATTEL was dissolved as a method to get telephony in order and not overpay for what you 

have and use as a preparation for future telecom procurements. 

 

2.3.5. SOTIP 

 

Case study: Swedish government Open Telecommunications Interconnection Profile 

(SOTIP9). 

 

2.3.6.  Procurement of PABXs 

 

In February 1994 STATTEL published the RfP (STATTEL, 1994) for procurement of 

PABXs. This procurement was an exception to the leading idea to procure services. It was 

done on a general request and also in order to provide the authorities with the maximum 

freedom of choice. As it was important to ensure that procured PABXs would smoothly be 

incorporated in the future telephony service procurement, the RfP was based on the 

preliminary version of SOTIP (Lindskog, 1993). Later on SOTIP was also used as the base 

for the RfP for telephony services. There were requirements on: 

- modularity of size 

- modularity of function 

                                                 
9 See Part 2, §3 
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- maintenance and administration 

- development of future services 

 

The procurement was in three classes/sizes: 

- Class A up to 80 connections 

- Class B up to 400 connections 

- Class C up to 5000 connections. 

 

STATTEL received six complete offers with 19 different PABXs and in August 1994 

STATTEL signed two years contracts with four suppliers: 

 

- Telia with MD110 for class C and Fenix for class A both types from Ericsson 

- Dotcom with Alcatel’s 4100/4220 for class A and 4300 for class B 

- Philips with SOPHO-S255 for class B and SOPHO-S2500 for class C 

- Vexa Svenska with SOPHO i3030 for class A 

 

The cost savings were between 25% and 55% depending on the model and compared with 

the listed prices. The value of these contracts was some SEK 400 millions during 2 years. 

 

Statskontoret, and later Verva, are still procuring PABXs based on a modified version of 

STATTEL’s RfP. 

 

2.3.7. Procurement of telephony services 

 

After first ignoring STATTEL all together and later keeping a frosty almost hostile attitude 

everything changed with Telia and its new-appointed CEO, Lars Berg. The first official visit 

of Lars Berg was to STATTEL showing to Telia’s employees the strategic importance of 

STATTEL procurement. 

 

Before the publishing of the RfP, STATTEL analyzed possible alternative solutions for 

telephony for the agencies. See the pictures below: 
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Fig.7 STATTEL’s alternatives for agencies for telecom solutions. (STATTEL, 1995) 

 

The picture shows that STATTEL decided in its procurement of telephony services to opt for 

Virtual Private Network (VPN) service for the network and for buying Facility Management 

(FM), outsourcing of PABXs or buying Centrex10 service for the local solutions.  

 

As STATTEL directives and strategy pointed out, the main objective was to procure services 

without specifying any details. 

 

Regarding telephony, two main parts separated by one interface11 were considered: 

- The local part, where local switching and building wiring were applied 

- The long distance network with central switching and long distance connection such 

as optical fibres, copper wires or radio links 

STATTEL decided to deal with both parts and to find possible service solutions locally and 

on distance. For the long distance part the Virtual Private Network12 (VPN) was chosen. 

Other alternatives not taken into consideration were own private network using leased lines 

and available common telephony service through Public Switched Telephony Network 

(PSTN). 

                                                 
10 Centrex is a public operator network service at local site. The most used type of Centrex is GSM Centrex. 
11 Physical point in the building where long distance network responsibility ends and local begins for fixed 
telecom networks. 
12 VPN – Virtual Private Network, operator service based on usage of a common network infrastructure that 
guarantee capacity, quality and an array of features for the specific organizational customer.  
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Locally there were 5 alternatives available: 

- to buy PABX 

- to lease PABX  

These two alternatives were not part of this procurement. STATTEL considered the 

following three alternatives for local solutions: 

- Facility Management 

- Outsourcing 

- Centrex 

In case of already existing PABX on site, the lowest level of sophistication was Facility 

Management services – the agency kept its PABX and procured maintenance of the PABX.  

Buying local telephony service on site was combined with outsourcing (selling) of equipment 

to the supplier. The supplier sometimes used the same equipment on site or replaced it with 

another own by the supplier. 

Centrex could be bought on new sites or be combined with outsourcing of PABX. Centrex 

solution was especially attractive to smaller sites were it is not motivated to have 

sophisticated PABXs. 
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Fig.8  STATTEL’s scenarios for telecom solutions for agencies. (STATTEL, 1995) 

 

STATTEL considered four main scenarios for telephony for organizations located on at least 

two sites. Scenario 1 was with PABXs owned or leased by the agency and public telecom 

services provided by the public operators. Scenario 2 was for building own telephony 
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network with PABXs owned or leased by the agency and leased lines exclusive for the 

agency use from the operators. Scenario 3 was with PABXs owned or leased by the agency 

and VPN (Virtual Private Network) services where the network resources are shared with the 

other users and the usage is guaranteed by the contractual quality. The first three scenarios 

have the interface of responsibility between operator and customer at the boarder between 

local and central switching typically in the basement of the building. The fourth scenario 

shows the usage of two interfaces of responsibility: the same as in the first 3 scenarios and 

between end-users and operator, typically in connection points (i.e. sockets) or in the air for 

wireless connections. Scenario 4 included opportunity of outsourcing agency owned PABXs 

and buying PABX-like functionality provided by the operators through the Centrex service 

and the VPN service in between the sites.  

 

Another investigation undertook to find out the current possibilities for telephony for 

agencies with different topologies. STATTEL procurement could replace the current solution 

or provide a solution if such were available.  

 

Before the publishing of the RfP, STATTEL decided to apply a so-called “Red team” 

procedure. A special group of experts without previous involvement in STATTEL read 

through the RfP and gave comments and suggestions, put attention on some weak points etc. 

The Red team’s findings were discussed internally and implemented when relevant and 

agreed upon. 

 

RfP for procurement of telephony services was published in April 1995 after STATTEL’s 

mission was prolonged with two more years. The interest of the national and international 

press and media was extensive already before and during the whole procurement process 

with many speculations regarding who would get the contract. 

 

One important consideration was the decision to choose one, two or several service 

providers. The total value for this procurement was calculated up to SEK 6bn over the period 

of at least 7 years, STATTEL decided to choose one or two service providers depending on 

the outcome from the offers and the negotiations.  

 

Already before the data communication procurement, some voices were raised that the 

STATTEL procurement might be too big and that STATTEL could be considered as a 
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buyers’ cartel. This assessment was after several discussions discarded, as the number of 

agencies that declared to call-off from the start was limited, thus the guaranteed value of the 

procurement was limited. Similar discussions took place before the telephony procurement. 

The stakes were considerable higher as the biggest Swedish local authority decided to join 

this procurement from the beginning. STATTEL had several meetings with the Swedish 

Competition Authority (Konkurrensverket) that declared that STATTEL could not be 

considered a buyers' cartel. One of the main reasons not to consider STATTEL as a buyers’ 

cartel was the fact that STATTEL’s framework contracts were not mandatory.  

 

There were two main reasons to choose two instead of one operator: 

- to maintain continuous competition between the suppliers as agencies could choose 

freely between the providers and renegotiate the prices and some conditions stated in 

the STATTEL contract 

- the value of the contract was big enough to attract new players to invest. The 

discussions indicated that the contract might be too big for one new player to comply 

with in the limited time span of the contract. 

 

This procurement was announced in the Official Journal for Public Procurement 

(AnbudsJournalen, 1995) and voluntarily13 followed the Swedish Public Procurement Law 

based on EU directives. In the Official Journal for Public Procurement, STATTEL’s three 

main strategies to achieve its goals were presented: 

1. To procure in competition 

2. To procure services in order to give agencies possibilities to concentrate on their 

core business and create favorable and businesslike conditions for agencies to let 

suppliers/operators specialized on telecom to take over and run telecom activities. 

3. Through co-ordination within the government sector become a strong player on the 

market and to have possibilities to explore economies of scale. 

 

The RfP (STATTEL, 1995) was published officially in Swedish but STATTEL provided an 

English version to interested bidders (accepted and paid for by STATTEL). The experience 

from the datacom procurement showed that otherwise the bidders did their own translations. 

 
                                                 
13 At 1996 telephony was excluded from the necessity to follow the Swedish Public Procurement Law. 
European Commission's directives for the public procurement also excluded telephony. 
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The RfP was based on SOTIP14.  

 

The requirements were structured as: 

- network services 

- local services 

- Centrex 

- facility management 

- outsourcing 

- administration and management services 

and could schematically be presented as below: 

 

 
Fig.9 Required services and interfaces (STATTEL,1995) 

 

There were four complete offers for the fixed telephony from: 

- France Telecom 

- Telenordia (owned by British Telecom with Danish and Norwegian interests) 

- Telia Megacom 

- Tele2  

                                                 
14 See Part 2 § 3 
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All the bidders were given time to find a partner for the mobile services as at that time there 

were only three licences for mobile operators. Two of them were already incorporated in 

bigger groups namely Telia Mobile as a part of Telia, and Comviq as a part of Tele2 

(Kinnevik group) and STATTEL presumed that as subsidiaries of the same group, they were 

not allowed to co-operate with the competitors of the fixed networks. Europolitan, a third 

independent mobile operator, found itself in a very favorable situation with two operators 

fighting to become its partner in order to bid on the full contract with STATTEL.  

 

The evaluation organization was quite large with 10 parallel groups and 25 people 

participating in the process. At the same time, the negotiating group was quite tight including 

Peter Medlund, project leader for this procurement and Helena Lindskog, technical director. 

Depending on the negotiated requirements and the chapter of the RfP, there were 

representatives from different working evaluation group participating in the negotiations. The 

organization was designed in this way with the purpose that only a handful of people had the 

whole picture. 

 

After some time, Telenordia decided to withdraw its offer. STATTEL presumed that 

Telenordia could not get a satisfactory agreement with Europolitan. After long and tough 

negotiations, STATTEL decided in February 1996 to sign two contracts with Global One 

with France Telecom behind and Telia. Global One had the highest compliance with all 

requirements but at the same time Global One offer was a blueprint as it was new on the 

Swedish market and had no own infrastructure when both Telia and Tele2 had their networks 

in place. In order to be sure that Global One would build a network in Sweden, guarantees 

were taken from the French headquarters of FT and from the French government. Global One 

showed very good references, especially that they had successfully built the infrastructure for 

the data communication contract. In some aspects, it could also be favorable not to have too 

much legacy and instead build a new network with the latest technology available. Some of 

the STATTEL requirements were also new to the incumbent operator. Even though Tele2 

had their own infrastructure, the price difference was too big to allow STATTEL to choose it.  

 

Also this procurement and contracts gave an echo internationally. Communication Week 

International (Blau, 1996) took up as one main issue the question of the reciprocity between 

Sweden and France, as France, together with the majority of European union countries, 

decided to introduce competition on the telecom market first in 1998. …competitors 
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complain that it is impossible to win similar volumes of business in France, where 

government contracts are not publicly tendered. In addition, high leased-line and 

interconnect prices make it difficult for newcomers to get a foot in the door with big French 

corporate users, rivals say.  Another issue mentioned in the article is dumping as: Lars 

Persson, managing director of logal One in Sweden, said the alliance will undercut Telia’s 

prices by up to 10 percent. France telecom was accused by Telia of price dumping when it 

won the data network contract in April 1993. Not surprisingly, Persson is adamant that 

Global One will make money. “We have calculated a solid business margin on prices we are 

proposing,” he said. 

 

An important consideration was to maintain ongoing competition between the two suppliers 

and that the contracts could to be updated with new requirements, solutions and techniques.  

 

The last few months of STATTEL’s existence were dedicated to the preparation of 

guidelines for usage of STATTEL contracts in the report “The art of buying telephony 

services and still have money “ (Konsten att köpa telefonitjanster och ändå få pengar över , 

Statskontoret, 1996) . The purpose of this report was to facilitate planning, call-off contracts 

for the authorities, introduction and follow up of telephony services that were contracted in 

the STATTEL framework contracts as these contracts, in addition to a full list of services and 

price schemes, mainly regulated juridical conditions between buyer and supplier.  

 

The report pointed out that five factors were crucial in order to successfully call off from 

STATTEL framework contracts: 

- Frame contracts contain a big amount of services and price structures  

- It can be difficult to understand exactly how each service functions and its correlation 

with other services 

- Call off contracts should be used in daily follow up work 

- Decision should be taken if, when and which services should be used and how to 

migrate as smoothly and sometimes as quickly as possible towards the chosen 

solution. 

- Modern telecom services are powerful means for organizational change simplifying 

necessity of strategic decision-making.  
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Peter Medlund, former administrative director of STATTEL, in his presentation in May 1996 

pointed out the importance of thinking of what was the objective of procuring telecom 

services before acting. See the picture below: 

 

Think before you buyThink before you buy

Why?Why?

**TelestrategyTelestrategy
*Telephony policy*Telephony policy
*Traffic analysis*Traffic analysis
*Type of traffic*Type of traffic
*Advanced *Advanced 

servicesservices
*Data and*Data and

telephonytelephony

Efficiency

*Current state analysis*Current state analysis
*What should I buy?*What should I buy?
*How should I buy?*How should I buy?
*Migration plan*Migration plan
*Delivery contract*Delivery contract
*How to administrate?*How to administrate?
*Competence for buying*Competence for buying

Saving

 
 

Fig.10 Preparations alternatives before purchasing telecom (Medlund, 1996) 

 

The report underlined that telecommunication strategy should be a natural part of IT-strategy 

as: 

- technical development creates new products with better functionality, performance 

and security 

- competition on the telecom market will increase. Thus, that customers and their needs 

will be more central 

- the public sector is changing too. Resources are always scarce and politicians and the 

general public will always demand better services. Telecom could be used as a means 

to meet these requirements. 

 

The procured services were defined in three main interfaces: 
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Fig.11 Interfaces (STATTEL, 1995) 

 

U - interface between the user and equipment. Equipment is a part of the service. Even the 

user can be a part of the service as in the case of switched board operator service 

A – interface between terminal equipment (e.g. telephone) and user. The internal network is a 

part of the service 

B – interface towards the public telecom network. An example can be the interface between a 

PABX and the service provider’s network. 

 

Facility management and outsourcing were two ways to handle the legacy systems of 

equipment owned by the agency.  

 

Unfortunately, there are no statistics available on how the STATTEL contract was called-off 

mainly due to the fact that STATTEL was dissolved and it was not a prioritized area for 

Statskontoret. Telia kept no separate records as at that time most statistics were per technical 

solution and not per customer. Global One had been in troubles after discussions and 

disagreements between Global One’s main owners France Telecom, Deutsche Telecom and 

Sprint as Deutsche Telecom and Sprint were not at all involved in STATTEL and Sweden. 
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Lars Persson, a previous CEO for Global One in Sweden, considered that if only France 

Telecom had signed the contract it would function much better15.   

 

Everybody should have basic telephony and it meant that… telephony service functions the 

way that you can place and receive calls independently if you are connected to mobile or 

fixed networks. (SOTIP, 1995) 

 

One of the important outgoing points for call off contracts was topology of the authority. 

There are three main types of authority/organizational topology: 

- one location authority (choice of buying Centrex or keeping/buying own PABX, 

possibility for Facility Management or outsourcing) 

- a few locations authority (Centrex especially for incorporation of smaller sites) 

- a spread out authority (VPN, Centrex group) 

 

The main effects pointed out directly after the “epoch-making procurement for telephony 

services” (Stolpe, 1997), as it was the first time that telephony was procured in competition 

and not only POTS (Plain Old Telephony Service) but also advanced services, were: 

- Competition on local calls, that many thought was impossible to achieve. 

- Centrex became a mature service with two different technical solutions giving an 

alternative to buying PABXs 

- Mobile and fixed telephony started to be integrated in VPN, numbering, charging and 

voice answering service 

- Many functions previously realized only through buying own equipment could now 

be bought as a service giving the buyers the possibility to choose between buying 

equipment or service 

- The procurement would lead to a broad utilization of advanced telecom services 

giving the possibility to increase efficiency and productivity, freedom to organize 

working in for the authority adequate ways and higher service level towards the 

general public 

- The contract was much more buyer friendly than any previous contract in this area 

with e.g. guarantees and penalties in case of not fulfilling agreed requirements on 

services, performance or availability during the whole contract duration. 
                                                 
15 For example: E-quant with the main interests of France Telecom is still quite successfully providing datacom 
services on the Swedish market.  
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Bjorn Stolpe in his column in “Telecom idag” (1997) reflected upon the Nobel price, telecom 

and STATTEL: “…possibly somebody should establish a Nobel price in telecommunications 

taking into consideration that the telecom network is the biggest and the most complex 

technical system created by human being. 

And if the regional Nobel price in telecommunications existing with the motto “client should 

always be the one to win” so I would propose to give it to Ann-Marie Nilsson, Helena 

Lindskog and Peter Medlund the trio that was leading STATTEL’s activities from the start to 

the finish…”   

 

Jan-Erik Schreither (2005), the project leader for Telia for the telephony services 

procurement found: The framework contract functioned well. Despite the fact that it was a 

formal contract it was quite easy to read. We had internal courses about this contract. We 

presented the contract. I, myself, did 20-25 trips to different parts of Sweden to present it. 

The contract was easy to read but it contained things that we did not like.... STATTEL forced 

us to be open and show them ”our books”. That was hard for us. Our systems were not good 

enough to do that and we had to do a lot manually. 

 

2.4. Dissolving  

 

Just a few months after signing the contract for telephony services, the STATTEL delegation 

was dissolved. Statskontoret took over the administration of the STATTEL contracts. 

Statskontoret procured until 2005 and Verva today procures and signs datacom and telephony 

framework contracts on behalf of the Swedish public administration. 

 

To take over implementation and administration of STATTEL’s framework contracts was 

not a simple task for Statskontoret. Especially, the contracts on telephony services were a 

new subject for Statskontoret. All three key people from the STATTEL secretariat left 

Statskontoret: two (Ann-Marie Nilsson16  and Helena Lindskog17) almost directly after 

dissolving of the delegation and Peter Medlund stayed for another year at Statskontoret and 

later left for Karolinska18 as responsible for IT and procurement activities. 

                                                 
16 Ann-Marie Nilsson became a general manager for the Swedish IT-Commission 
17 Helena Lindskog joined Ericsson as responsible for business telecom development strategy 
18 Karolinska sjukhus – one of the biggest academic hospitals in Sweden 
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STATTEL did not fulfil the whole public procurement process as it neither marketed its 

contracts towards agencies nor administrated and followed up the framework contracts. 

 

In the interviews only representatives from the public sector commented the dissolving of 

STATTEL and moving contract administration and telecom procurements to Statskontoret. 

All the respondents agreed that STATTEL should have been dissolved, but that it took place 

too early.  

 

Jan Rydh (2005) who dissolved the delegation: I thought it was right at that time.  

A project has to end and not be permanent. It was like a guerrilla group, outsiders, 

afterwards it should become mainstream.  Reflecting upon his own action he said: The 

move to dissolve probably came too early, as Statskontoret was not ready for the change. 

 

Ann-Marie Nilsson (2005) had a similar opinion that STATTEL could have a different role: 

STATTEL could continue to change the market but more importantly to help authorities.  

 

All the interviewees agreed that Statskontoret was not ready to take over and continue 

STATTEL’s work including representative from Statskontoret itself.  

 

Inger Höglund (2005) pointed out that Statskontoret had no resources to inform about 

service procurement. 

 

To procure telecom is too complex for Statskontoret.  - said Ann-Marie Nilsson (2005), 

doubting if even today Statskontoret (Verva) has enough knowledge and resources to procure 

telecom.  

 

Maybe the most far-reaching consequences of moving the responsibility for the contracts to 

Statskontoret ensued for the City of Stockholm, which was using STATTEL’s framework 

contracts. Per-Olof Gustafsson (2005) commented: It was too early. A few more years. 

Telecom was foreign material for Statskontoret. It had implications for Stockholm city. We 

had good contacts with STATTEL. Afterwards we were alone. 
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Bengt Rapp (2005), responsible for telephony at the City of Stockholm, was quite drastic: 

City of Stockholm paid money to Statskontoret for each contract. When we found out that the 

money was not used for development of telecom procurements we asked Statskontoret to get 

our money back. We got SEK 1 million back. 

 

Today Verva is the new agency responsible for telecom procurement and for signing 

framework contracts on telecom. 

 

Bjorn Norrbom (2005) said that STATTEL was a project aiming for change on the buyer side 

but also on the supplier side. It succeeded with both…. Probably it should have been a part 

of Statskontoret as a permanent organization….when Statskontoret took over, there was not 

the same focus…and discussions were on a completely different level. 

 

Also Lars Persson (2005) from France Telecom/Global One criticizes the decision to dissolve 

STATTEL and to move the responsibility to Statskontoret: It would have been much better 

for all parts to have an organization that could administrate for some time… You should 

never change a winning team. You should not have made the changes only to later put them 

back to Statskontoret’s old routines. STATTEL could have continued with more 

rationalizations and savings through service procurements. 

 

The main driving forces to establish as well as to abolish STATTEL was political will and 

decision. There is a general unwillingness in Sweden towards establishing new permanent 

agencies. Therefore commissions or delegations that are considered temporary organizations 

should be dissolved as soon as their goals, as stated in the directives, have been achieved. 

Administration, further development or marketing towards agencies were not mentioned in 

the directives for STATTEL delegation. 

 

2.5 Activities after STATTEL dissolving 

 

Some time after the dissolving of the STATTEL delegation, the old members were 

participating at several conferences. Telia had a special short film about STATTEL for its 

employees and British Telecom interviewed STATTEL staff in order to show their 

employees how customers will act in the future.  
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STATTEL’s success factors were according to former members of the commission: 

Vision – STATTEL had already from the start a clear vision that in the future it should be 

possible to choose freely between, telecom operators, suppliers of PABXs and other 

equipment, or between Centrex and other services. Services and equipment from different 

suppliers should function together in different operators’ networks. Users’ perspective 

and business benefits were in focus. 

 

Clear strategy and plan of action – first things done by STATTEL were to develop a clear 

strategy that consisted of three main points: coordination, competition and services, and a 

plan of action that resulted in six programs 

- Co-ordination – by using the collective buying power of the authorities and Swedish 

public sector in co-ordinated framework procurements. 

- Competition – by using opportunities in a new market situation 

- To buy services instead of building own networks and concentrate on government 

core competence. 

 

Good timing as telecom market just became re-regulated and many new techniques and 

solutions were in the pipelines. 

Important prerequisites of success were: 

- support from the government 

- good team: small but highly qualified 

- co-operation with agencies 

 

Various problems that, STATTEL had to deal with during its existence: 

- cartel for tender   

STATTEL representing the Swedish public sector was the biggest single buyer in 

Sweden and there was a discussion whether this instituted a too big concentration of 

buying power in one procurement. This issue was cleared up by the Swedish Competition 

authority claiming it was not a case of monopsony 19  since although STATTEL 

represented the biggest single buyer, it still represented just a fraction of the total telecom 

market.  

- dumping 

                                                 
19 A market dominated by a single buyer. 
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Related to the issue of having a strong buying position was the issue of dumping brought 

up especially by the incumbent operator. Telia was accusing the new operators for 

dumping their prices in order to get this prestigious order. This soon became a non-issue 

since STATTEL prices became the market prices after the contract signing.  

- Reciprocity 

One of the issues that could not be solved during the lifetime of STATTEL but first a few 

years later concerned the issue of reciprocity. Sweden was the first country in Europe to 

have full competition and the Swedish incumbent operators wanted the same treatment 

from other European countries as their operators got in Sweden. This question became a 

non-issue as soon as the full competition was introduced in other countries. 

- Who is the buyer/decision maker and loss of control 

For the authorities, it was a big change in their routines to buy telecom services instead of 

having no choice on services or building their own telecom networks. Previous decisions 

were taken by the technical or administrative staff without any involvement from the 

management side. STATTEL made the management level aware of the importance of 

telecom, which created internal conflicts between technical staff conceiving this change 

as a loss of their importance.  

- Competence  

At the same time, the technical staff was used to specify equipment and discuss technical 

issues with their fellow technical colleagues from the supplier side, hence, they had 

difficulties to represent end-users and specify their requirements for the service 

procurement. This was one of the biggest obstacles after dissolving STATTEL in order to 

have telecom procurements functioning smoothly. 

- Difficulties in selling services instead for equipment 

Telia was very successful selling equipment and leased lines, but not services. There was 

no direct incentive for Telia’s salesmen to sell services. They had difficulties to show the 

value of services and to get credit for winning a service contract.  

- Loyalty to framework contracts 

There were two types of loyalty problems. First, the authorities did not have to use 

STATTEL framework contracts. Hence, there was no guarantee that the authorities 

would call off from the STATTEL framework contract. Second, many people working 

within telecom had established contacts with people from Telia and when choosing 

between France Telecom and Telia, they picked Telia independently of price and 

conditions.  
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The results of STATTEL’s existence and activities as they were seen by STATTEL former 

members just after dissolving: 

- business benefits in focus 

- cheaper and better 

- services instead for equipment 

- increased competence 

- new methods and tools 

- standardized telecom platform 

- strengthen Swedish position as a leading telecom nation  

 

Telia presented on several occasions their view of STATTEL as on the picture below: 

Telia’sTelia’s view on STATTELview on STATTEL
brought buyers’ purchasing power together and 
forced far-reaching procurement
initiated new functional demands - with the freedom 
of implementation of technical solutions
created wide attention and made telecommunication 
visible
developed methodology - SOTIP
primary for the public sector, had influenced the 
whole Swedish market
new players could be established
broaden service portfolio

 
 

Fig.12 Telia’s view on STATTEL (Norrbom, 1996) 

 

2.6. Results in retrospect 

 

Introduction of competition on telecom market 

One of the main reasons behind establishing the STATTEL-delegation was the Swedish 

government's objectives to introduce full competition on the telecom market. Legislation was 

on its way and a new agency Post och Telestyrelsen (PTS), responsible for regulation and 

control of activities on the telecom market was in place. At the same time the policy-makers, 

politicians and civil servants at the Ministry of Communication were quite aware of how 
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strong position the incumbent operator Televerket/Telia had and that the characteristics of the 

telecom industry as a network industry20 would make it difficult to rapidly introduce 

competition. Swedish government decided to use its buying power by putting the aggregated 

Swedish government administration’s telecom on stake for procurement in full competition. 

Timing was very important in order to get the full effect of this action in parallel with the 

legislation.  

 

Ann-Marie Nilsson (2005), former general manager of STATTEL, saw as the main reason 

for STATTEL importance – right timing. It was politically interesting and perfect timing for 

change. Telephony and data were businesses for a limited number of technicians but 

politicians and others started to see the potential and regard them as power factors. 

STATTEL gave visible results. It lowered prices but also showed the possibility to think in a 

new way and to focus on customer. 

 

The Swedish government proposal “Measures to disseminate and develop usages of 

Information Technology” (1995) observed that: “STATTEL-delegation just carried out 

procurement on telecom services for the Swedish government administration. The signed 

contracts imply that now it is possible to have competition on telephony all over the country 

including local calls. Due to this development… the government proposes that the 

Telecommunication Act should be revised.” 

  

Usage of buying power 

By putting such a big volume on the market and being open to accept bids and sign contracts 

with any supplier that could provide the required services, it became clear that the Swedish 

government was serious in its attempt to introduce competition on the telecom market. 

Swedish and foreign, established and new suppliers were welcome to put their bids and to act 

on the Swedish telecom market.  

 

For Jan Rydh (2005) there were a few pioneer procurements where competition gained a 

footing…. STATTEL showed for everybody that the monopoly had been broken and it became 

                                                 
20 One of the characteristics of network industries shows that just to open the market and to have legislation in 
place is not enough to get competition. Other incentives and political actions are often necessary (Economides 
2003, Lindskog 2004)  
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attractive for other entrepreneurs to enter the Swedish market.  He agreed that also the 

private buyers dared to purchase in competition if the government had done it.  

 

From a pure technical to the management's decision 

After STATTEL’s procurements, telecom became known and visible. It also became an 

interesting and efficient tool for the overall cost reduction as well as a way for the public 

sector to increase the service level towards citizens and organizations. Telecom was not 

anymore just an inevitable cost, which was difficult to influence. Thus, buying telecom was 

not anymore just an administrative and/or technical question but an important management 

issue.  

 

For Inger Höglund (2005) from Statskontoret, directly after and today responsible for 

telephony procurements first at Statskontoret and now Verva: STATTEL had done a pioneer 

work after ages of monopoly and it had a name on the market…It put telephony on the map. 

It explained that it was not only to get a dial tone in the receiver and call. There were 

considerable costs in equipment, connection fees. Telephony became a management question 

and it was important. 

 

Changes at Telia 

Possibly, the most noticed and discussed result of STATTEL's activities was changes at 

Televerket/Telia. Telia was forced to compete and be compared with other bidding suppliers 

in an impartial public procurement, which followed EU public procurement rules. To have a 

competent, strong-willed, professionally acting customer that represented a considerable part 

of the market helped Telia to speed up its adjustment to the new situation.  

 

Lars Berg (2005), former CEO for Telia said that It would take much more time to get 

competition without STATTEL. STATTEL in many ways was an advantage for Telia. Telia 

had a strong counterpart to talk to. It forced Telia to find modern solutions with new services 

otherwise it would take much longer time…A big customer was putting clear requirements. 

 

Also, Lars Persson (2005), a former CEO for Swedish Global One, pointed out the 

importance of STATTEL for Telia and compared with the situation in France and for France 

Telecom It was very useful for Telia. Look at Deutsche Telecom, they have problems, France 

Telecom have problems and British Telecom also. They are too slow to cut cost on their 
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home market and to get used to the de-regulated market. An old monopoly always gets a 

profit. You cannot create a crisis mentality when you are profitable. You must create a real 

crisis and now the threat came from the outside. Telia had to act quickly. That’s why Telia 

manages so well in Sweden in competition. Telia’s services are good; broadband, telephony. 

They know that they have to be good. It is different for France Telecom. If everybody is 

buying from France Telecom there is no propensity for change. Protectionism. It is not 

enough to talk you have also to do it.  

 

Bjorn Norrbom (2005) agreed and pointed out that: In other countries we were newcomers 

and experiences from STATTEL and procurements in competition helped us to be established 

outside of Sweden. (Telia)   

 

Changes for other players 

STATTEL’s procurements influenced not only Telia but also other players on the market. On 

the one hand, to win STATTEL’s contract gave a good start for getting new customers not 

only in Sweden but almost in any country. It was a very good reference. Lars Persson (2005) 

pointed out that to have STATTEL as a reference was enormously valuable first for France 

Telecom and later for Global One. But it was the best reference for Sweden as a country. 

 

On the other hand, to loose it, especially for the national player, could at least for some time 

have quite negative consequences. Sylwester Marat (2005) commented the loss of 

STATTEL’s contract of datacom services that: Tele2 believed that this market was now lost 

to them for the coming 5 years and that France Telecom/Transpac would block the whole 

market for the coming 5 years. We decided to take out these services from our assortment. 

We did not even try to get in. 

 

Price pressure 

Other results included a considerable price reduction and thus shrinking margins for Telia 

that gave a boost for new solutions, usage of alternative technologies and development of 

new services.  

 

For Telia’s former CEO Lars Berg (2005) what STATTEL did was really a break-through. It 

made public owned companies and authorities to think in new ways. STATTEL radically 

raised the competence…. The price level decreased radically. Telia was not hurt by 
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STATTEL on the contrary, Telia needed to be slimmed down and benefited as a more 

efficient company.  

 

For Björn Norrbom (2005) pointed out that STATTEL’s procurements were eye-opener for 

many in Telia. It definitively helped Telia. He saw STATTEL and its activities as 

revolutionary. The effects were not only for the public sector but the whole Swedish market 

went striding to obtain new services and new players…Competition drove new players 

towards development of new services and prices were going down. 

 

Sylwester Marat (2005), former marketing manager at Tele 2 and former marketing manager 

at Unisource (partly owned by Telia), said in his interview that in order to maintain 

customers Telia had to change its strategy …and find smarter solutions and better prices. On 

the other hand STATTEL made margins shrink…STATTEL forced Telia to evaluate the value 

of a customer and to consider what customer needs and wants. 

 

Sylwester Marat (2005) continued by pointing out also other effects of STATTEL’s actions 

for technical development and introduction of new services by STATTEL actions cut 

margins, it gave a boost for new technologies such as fiber. It became much more interesting 

to build own infrastructure. In the beginning of the 1980s there were some MAN21and there 

were fiber networks around financial centers and along E4 to Arlanda. Old and new 

operators started to think about locations of traffic concentrations and how to reduce prices 

and to compete on new accesses to run the services. STATTEL contributed for Telia to speed 

up putting the new infrastructure in place in order to be able to cut costs. 

 

Lars Persson(2005), former CEO for Swedish Global One, agreed and added that STATTEL 

made Sweden visible on the telecom world map. He added that: All players on the Swedish 

market took a big step as you got new services and new players. 

 

Influence on buyer’s side 

Not only Telia and other telecom suppliers were influenced by STATTEL’s activities also 

the buyer side public and private, in Sweden and in Europe. 

 

                                                 
21 MAN – Metropolitan Area Network 
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Sylwester Marat (2005) meant that maybe one of the most important results of STATTEL was 

to accomplish a holistic procurement for telephony and data for authorities and to create a 

standardized way to carry out the whole process of these types of procurements,. As a proof, 

the last procurement of Datacom of Statskontoret was carried out by people that were not 

even near STATTEL, but it was done in exactly the same way as STATTEL had done. 

 

Jan-Erik Schreither (2005) recalled that for all Key Account Managers, STATTEL was as a 

concept for public procurement. All the big organizations that were about to procure 

telecom, of course, read the contract and used it as an argument to get better deals. But we 

did not make any investigation on STATTEL’s effects on other procurements.  

 

Ulrika Ljungbladh (1997) in “Telecom idag” commented the effects of STATTEL: One of 

the effects of STATTEL-procurement was that private companies and authorities opened 

their eyes and discovered other operators. The same is expected to happen in other countries. 

 

In 1996, The Netherlands government decided to follow the Swedish example of STATTEL 

and procure telecom services for the whole Dutch public sector in one of ON2122 projects.  

 

Summarizing 

Jan-Erik Schreither (2005), who as project leader from Telia towards STATTEL and later 

responsible for marketing and sales based on STATTEL framework contracts maybe more 

than anybody else was exposed to results of STATTEL activities also long after STATTEL’s 

existence. For him STATTEL was a pioneer work – like the Beatles. It is not important that 

many came afterwards they were the first. 

He remembered that STATTEL: 

No other procurement ever engaged so much Telia’s top management and all the other levels 

as STATTEL. 

We started to calculate profit per each contract. Earlier we just looked on different 

services/functions 

For the first time with STATTEL: 

- Users’ conditions became visible and SOTIP was an important part of that. 

                                                 
22 ON21 – Overheidsnetwerk 21e eeuw (21st century Government Network). ON21 supports the government 
during and coordinates the buying process with respect to IT systems and equipment. ON21 signs framework 
agreements. 
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- Telia found out that it had many competent people. 

- Focus on citizens. 

It was a chock for Telia but useful. 

He summarized that: 

Most important: 

- SOTIP,  

- pie diagram. We use even today the pie diagram for cost: incoming, outgoing and 

equipment 

- and cost for incoming calls and that it is the biggest part of the total cost. 

 

All interviewees considered that STATTEL was important because it initiated, developed and 

helped:  

– to change Telia by forcing Telia to act on the competitive market 

– to focus on users’ perspective and to differentiate the users depending on working 

situation and needs 

– to make telecom visible and to change the view of telecom from an 

administrative/technical to a strategic issue  

– to concentrate public sector activities to the core business 

– to lower telecom prices 

– to influence other buyers 

 

Bjorn Stolpe in his column in “Telecom idag” (1997) was referring to STATTEL’s will by 

saying that: Stattel-delegation is now dissolved but consequences of the delegation’s work 

live further. The Stattel-delegation did pioneer achievement in its work through establishing 

of better conditions for above all central government authorities. The effects of Stattel’s work 

fortunately also spread to the private sector, where many telecom contracts nowadays have 

beendone on the basis of routines and results that were produced by Stattel. 

 

2.7. After STATTEL – legacy 

 

What impact did STATTEL and its work have in the long run? 

One question that can be posed is “Would the development of the telecom market in Sweden 

have been and today’s situation be the same without STATTEL? 

In the longer run, the answer must be: YES. 
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Countries that have not had STATTEL’s approach, today have more or less the same 

situation on the telecom market as Sweden. 

- Competition on the telecom market is a fact in almost all countries in the world 

- Prices for fixed telephony went down. Local, regional, national (in many countries 

there is no difference between the cost of regional and national and sometimes even 

of local calls) and especially international calls are now cheaper 

- There are several new services and solutions 

- It is sometimes difficult to remember and for many difficult to imagine that just ten 

years ago the situation was completely different and the opposition towards 

competition was tough. 

 

Reflecting upon STATTEL’s work and achievements and what happened after the 

Commission was dissolved Ann-Marie Nilsson (2005) said: STATTEL was very important 

but you could also speculate what would have happened without STATTEL procurements. 

Probably, we would have gotten the same development just slower and later.  The EU 

legislation would make competition possible and we would have gotten mobile operators 

such as France Telecom or British Telecom anyway…. I believe that the initial effect was to 

speed up the process, that the adjustment and change of Televerket in order to become Telia 

and much quicker establishment of competitors. 5 years later the effect was in principle 

wiped out. I don’t think that the effect was long sighted…Possibly, the procurements 

especially for telephony came too early. To buy telephony, as a service was a new idea…the 

suppliers were not prepared to deliver and their offering were not mature. 

 

One result of competition is the necessity to choose. Telecom changed from a one contact, no 

choice issue to a widely discussed subject not only among specialists and engineers. It turned 

into an eye-catching and selling subject for the newspapers with titles like: “Which mobile 

service provider is the best for your needs?, Wireless or not connection at home? How 

dangerous is it to use your mobile phone? How broad is your broadband?” Also serious 

economic and management magazines started to discuss why a specific cellular phone model 

is more attractive for young people and so on. 

 

Grandmothers discuss how to send SMSs to their grandchildren and it is perfectly normal 

answer if you ask for somebody’s address or home phone number to answer I send an e-mail 

when I get home or would you rather prefer to get directly all data via SMS. 
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In many ways IT, ICT and especially telecom have become a conversational topic on par 

with cars, diets and homes. 

 

It is not any more the revolutionary spirit of far-sighted politicians, “crazy” inventors or 

visionary entrepreneurs. Instead, introductions of new services or designs are nowadays 

carefully calculated and executed by specialists. 

 

One of the responders, Sylwester Marat (2005), put it nicely by saying: 

Telecom is stagnating. When we started to work for this industry there were 1200 baud 

bandwidth and analogue phones and today we have IP infrastructure, 3G,…In the years of 

STATTEL contract between 1993-99 everything happened: Internet, mobile revolution and 

now it is just faster. I believe that between 2005-10 there will not be so many changes…. We 

have already changed our life style and a mobile device is our personal communicator. To 

put more functionality in it will not change its primary role and our life style. Telecom 

industry is mature and dull. 

 

Today, the telecom industry is in a mature stage more or less the same as it was 40 years ago, 

thus maybe we are on a brink of a new giant step that we are not aware of. Possibly telecom 

have became dull to experts but not to others. Telecom is today the subject for sociologist, 

doctors, economists, play-writers, plumbers as well as for youngsters, grown-ups, in 

European cities, rural India, among Canadian Inuits presenting their culture and products 

worldwide, and day-traders on NASDAQ. Practically any aspect of our life is influenced by 

telecom and not the sky but our fantasy is the limit. I would not dare to call this situation for 

dull. 

 

3 Case study: Swedish government Open Telecommunications 

Interconnection Profile (SOTIP) 
 

The STATTEL-commission was very important during its existence and even for some time 

after it was dissolved. Inger Höglund (2005) found that STATTEL had done a pioneer work 

after ages of monopoly and Telia’s former CEO Lars Berg (2005) found that what STATTEL 

did was really a break-through. STATTEL achieved to procure telecom services in 

 57



competition on a de-monopolized market. This became the norm. STATTEL was well known 

and its doings were closely watched not only by operators and manufacturers but also by 

press and media. However, as any organization that after completing its task becomes 

obsolete, STATTEL became after a few years history.  

 

Swedish government Open Telecommunications systems Interconnection Profile (SOTIP) 

had less press in general but the importance of the ideas exposed in SOTIP increased over 

time. In many cases organizations have used and still use the main ideas and the mindset of 

the SOTIP model as the way to structure most of the RfP outgoing and concentrating on 

users’ needs for telecom services for the public and private sectors.  

Mobile network

Fixed network

Data network

Broadcasting network

 

GSM,3G, IP, wireless…

Broadband, IP…

PSTN, ISDN… …

 
Fig.13 The same requirement – from special terminals for each service to different terminals 

and techniques 

 

This is especially valid today as the technical development in telecom has been and still is 

explosive. For almost any user requirement there are nowadays several technical solutions 

and different techniques to solve it. Already in 1994 Nils-Olof Ollevik from Svenska 

Dagbladet, described SOTIP as a base for STATTEL’s telecom services procurement and 

pointed out that …the base for specification of requirements is SOTIP…Telecom customers 

will have the possibilities to choose equipment from different manufacturers and network 

services from several network operators and they will continuously be exposed for 

competition.  

The intention is to make it possible to run telecom in house, replace functions with services 

bought from other operators. This means to always have the possibility to choose between 

several solutions and thus maintain competition.  
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3.1 Reasons behind SOTIP 

 

STATTEL’s first PM23 on policy statements or manifesto opens with “Competition demands 

open systems solutions”. It was the fundamental reason why a model of SOTIP’s type was 

needed. The telecommunication market was on the way to change from government owned 

monopoly in most countries of the world to an open market. National PTTT

                                                

24s/operators had 

at that time several roles such as service provider, public authority and frequency spectrum 

distributor. The Swedish operator was Televerket. On the one hand with only one supplier, 

users had not much choice. On the other hand, procurement of telecommunication was easy 

to do since it was not a big decision question. Most of the responsibility was put on the 

supplier, which anyway was owned by the government. 

 

The questions of procurement and choice as well as standardization were raised by the 

introduction of data communication and its growing importance for the public user. It 

stimulated the development of OSI (Open Information System) model and its specification 

for the public user adaptation GOSIP/SOSIP (Government OSI Profile/Swedish government 

OSI Profile). The introduction of competition on the telecom market required a similar 

reaction. Standardization used to be carried out by telecom equipment manufacturers and 

telecom operators. The manufacturers’ customers were telecom operators and not end-users. 

It was for example quite typical some 15 years ago to hear the Swedish telecom equipment 

manufacturer Ericsson say “we have one hundred customers”, which typically were 

government owned national monopolist operators. The consumer market was neither a part 

of Ericsson’s nor for many other telecom equipment manufacturers’ business. 

  

In the beginning of the 90s, Statskontoret started a project, with Helena Lindskog as the 

project leader, in order to find a model for open system in telecommunications independent 

from connection form, ownership, telecom operators’ offers on solutions or manufacturers’ 

equipment and technology behind it. Another goal was to find a model that could serve as a 

natural starting point for writing specifications for procurement of telecommunication 

services and equipment including analysis of end-users’ needs, and a base for investment 

 
23 Strategy and Plan of Action for Telephony in Government Administration, Helena Lindskog, 
STATTEL-delegation, PM, 93 01 05 
24 PTT – Post, Telephone and Telegraph 
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decision. The ambition was that if an organization followed the model, it would not forget 

the most essential functions necessary and would avoid making big mistakes. 

 

The main problem in finding an adequate model was its structure. In telecom in general and 

in telephony in particular there are many features often presented in long lists. These lists are 

difficult for non-telecom specialists to understand and even more burdensome to evaluate. 

The average PABX offers literally hundreds of features. The same goes for public networks’ 

services such as Centrex or VPN (Virtual Private Network). Unfortunately there are also 

today discrepancies in the definitions and usage of terms depending on the connecting form 

or underlying technique i.e. if a connection is wireless or wired, if a terminal is connected to 

a PABX (Private Automatic Branch Exchange), through LAN (Local Area Network) or 

directly to a public operator or if it is an analogue or digital terminal equipment. 

 

 

Fig.14 Simplified SOTIP model 

 

The motives for developing the SOTIP model can be summarized in five points: 

1. Base for specification of requirements on telecom 

Procurement requires know-how with or without competition. One of the leading ideas 

behind SOTIP was the possibility to develop a model with such a structure and content 

that just by following the model all main requirements could be taken into account and 

major mistakes be avoided. In this way the model could be used on the most superficial 

level as a checklist in writing a requirement specification for procurement of 

telecommunications. It should be possible to use the same model for procurement of 
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equipment and services, as end-users seldom are interested or even aware if they are 

connected to privately owned equipment or just using external operator services. 

Bengt Rapp (2005) from the City of Stockholm pointed out that Our requirements were 

actually in the whole based on SOTIP… 

 

2. Requirements outgoing from users’ needs 

One of the central points for development of SOTIP model was to find out the possibility 

to structure technical requirements based on users’ conditions and needs as well as to 

evaluate current existing features and standards from users’ perspectives and compare 

them with users’ needs. To have a limited number of user-types was a prerequisite for 

SOTIP. 

Inger Höglund (2005) commented by saying that: SOTIP was a way to come above the 

technique and to concentrate on users. Different users have different needs. It was a 

revolutionary way of thinking but it was too voluminous…No guidelines…   

Sylwester Marat (2005) commented that from the suppliers’ perspective: STATTEL surely 

influenced Telia and their way to take care of business customers. Telia was supplying 

clients with packages that looked like functions/services. They supplied PABX as a 

function, infrastructure as a function or built a network for the customer with some 

functionality and you paid some money for that. STATTEL clarified much better what 

functions are. The procurements became more neutral and each function specified if it 

was valuable to have and what was the value of each function. 

 

Jan-Erik Schreither (2005) from Telia commented: There was one thing with STATTEL 

procurement that we had not seen before. It was notions such as cost of incoming and 

cost of outgoing calls. Telia adopted it, and I personally marketed this idea within Telia. 

It was quite controversial at the time. It meant that the incoming calls were more 

expensive to take care of than the outgoing calls… Today, when we meet our customers 

we say to them that they have to focus on incoming calls because there are the biggest 

costs… Today when the customers are negotiating traffic cost in Sweden, it is just a small 

part of the total telecom cost. We explain that e.g. it is better to find more efficient 

solutions for their switched board operators… 

 

3. Free choice between services, products, equipment and any combination of them. 
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One of the important decisions to take by any manager responsible for business is the 

make-or-buy decision. Telecommunications can be provided as operator’s service or 

produced by the own telecom department and in this case it is necessary to buy 

equipment. In the latter case telecommunications is more a goal for the buyer instead of 

being a means as it is for the vast majority of users. It should be possible to use the model 

in both cases, as the end-user is typically not interested in who owns the equipment. The 

service level must be the same to the end user independently if an external or internal 

service provider provides the service. It should be possible to combine internally and 

externally provided telecom services in the same organization. 

 

4. Standardization 

Standardization in telecommunications has for more than one hundred years been an 

affair between manufacturers and their customers, i.e. operators. Users were not involved 

in this process. During the monopoly regime, many countries were using national 

standards and such was the situation also in Sweden. Users had not much choice but just 

to follow whatever standard that was in use in their country. Standardization was only 

important to ensure cross-boarder communication. 

 

5. From technical decision by technicians to strategic decisions by top management 

Telecommunications system, as any complex system used by many different users and in 

many different situations, contains a considerable amount of sub-standards, options, 

choices and functions. It is difficult even for a skilled technician to choose the right 

combination and even more difficult to decide the value of a specific feature for an 

organization. At the same time telecommunications are more and more of strategic 

importance for any organization. Typically, the telecom decision tended to be a technical 

decision without any close connection to organizational needs. In order to change this 

situation it was necessary to have a model that was easy to understand. The model should 

be in the form of a profile25. The SOTIP model should facilitate the understanding of the 

outcome as well as the possibility to evaluate proposed features, especially if they are 

cost-driving factors. 

 

                                                 
25 Profile is a subset of standards and options chosen for a specific purpose or situation. 
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The trigger for finding a structure of the model and one of the important studies done by 

STATTEL-delegation was a study of telecommunication cost for the Swedish public sector. 

The base was an extended 13 pages enquiry, which was sent to most of the Swedish 

authorities (approx. 200 000 end-users 1991). Received answers covered 25% of all users 

(approx. 50 000 end-users).  

 

 

 

Figure 2 Cost of the telecom for Swedish central government

Others
5%

Staff
32%

Traffic
17%

Maintenanc
9%

Equipment
37%

 
Fig.15 Cost of telecom for Swedish central government (Lindskog, 1991) 

 

The result was non-trivial and almost contra-intuitive. The most striking result was that the 

cost of traffic was just 17%. This meant that even if STATTEL through negotiations could 

procure the traffic for free it would still not be able to reduce the total cost of telephony with 

the required 25%. Until this investigation, almost all efforts done in order to reduce the cost 

of telephony were focusing on outgoing traffic since the general view stated that the only 

really important component for the cost of telephony was the outgoing traffic.  

 

The biggest cost-component was equipment consisting of PABXs, telephones, answering 

machines and other auxiliaries. The staff includes the internal cost of switchboard operators, 

administration and technical staff. The ratio between the cost of equipment (37% of the total 

telephony cost) and maintenance for this equipment (9% of the total telephony cost) was 1:4 

and indicated that the maintenance cost was disproportionably high.   
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The cost distribution became the major inspiration for the development of the base for 

differentiation of working situations and the point of departure for the SOTIP model. 

Telecommunication cost has traditionally been associated with outgoing traffic but most of 

the telecommunication cost according to the findings from the investigation clearly pointed 

out that most of the cost was due to the treatment of the incoming traffic suxh as the staff 

cost (mainly switched board operators), auxiliaries and most of equipment cost such as voice 

mail boxes, answering machines, ACD (Automatic Call Distribution) function and many 

PABXs’ features.  This revelation gave the idea to differentiate working situations outgoing 

from their ways to receive and treat the incoming traffic. 

 

3.2 SOTIP model 

 

3.2.1 Preliminary version of SOTIP and introduction of user types 

 

The preliminary version of SOTIP was published in 1993 and had as main objectives to 

achieve supplier independent telecommunication and to structure hundreds of features 

depending on the needs for different users. 

In order to simplify the analysis of needs the SOTIP model identified a small number of 

functional groupings of telecommunications user types. SOTIP begins by recognizing that 

the staff of any organization can be broken down into a small number of generic end-user 

types based on their work functions and treatment of the incoming traffic. Any business 

organization, whether in the public or private sector, can be modeled in this way.  

For Jan-Erik Schreither (2005): …earlier you were selling PABX with a number of functions 

and actually you did not see the users behind them. We were marketing a number of 

functions without pointing out user groups in the organization. Nowadays, when we are 

selling we are trying to simplify and in case of functions/services contracts we offer a few 

packages….  We have gone the whole way and found out that it is cheaper and better for us 

to use the SOTIP model and to create a number of user profiles, but we define them as 

telephony packages instead. One example is “base telephony”, which contains a majority of 

the services that are usually needed in telephony. There is a package for secretaries or 

clerks, which can take care of several telephones. This is very much a SOTIP-based idea, 

which we have simplified into a very simple offering. 
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The first level of classification is to distinguish between those users who are identified for the 

incoming traffic within the organization as individuals and those that are identified as part, or 

all, of a function. The SOTIP model makes further sub-classifications, thus:  

The SOTIP user types are as follows: 

 

I1 Individual, Self-determined Availability 

A person whose main work is to provide an indirect service to the public. Examples could 

be investigators, specialists and managers. Telephone calls or other communication 

directed to them cannot be handled by anyone else, and their temporary unavailability has 

little impact on the service offered by the enterprise/organization. 

I2 Individual, Permanent Availability 

A person who must be available immediately irrespective of where she is. Examples 

could be service technicians, ground maintenance staff and property management 

personnel (people on the move). Incoming communication is directed to a specific person 

and cannot be handled by anyone else. In many cases, the matter is urgent and, thus, the 

demand for immediate availability very important. 

I3 Individual, Shared 

A person that doesn't need direct access to their own phone/computer. Examples are 

teachers, dentists and factory workers. The incoming call/message is directed to one 

person and cannot be handled by another person. The type of call is not urgent and often 

personal. 

 

F1 Function, Group 

Staff working in information/customer services. They are a part of a large group of 

people with similar type of work. The incoming communication is not personal and 

 the handling can be partly or completely automated. 

F2 Function, Answering service 

One or a few people in a group. Examples could be a secretary responsible for minding 

the telephone/mail for a manager (or larger group of people). They need to be easy to get 

in touch with, but are likely to move around within the premises. 

F3 Function, Telemarketing 
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A certain type of staff that systematically contacts a list of people (customers, 

unemployed, etc.). The traffic is mainly outgoing and computer aid is necessary in order 

to efficiently manage the calls. 

F4 Function, Attendant/Switchboard operator 

 

Individual,Self Determined 
Availability

Individual, Permanent
Availability

Function
Group

Function, Local
Answering Position

Function, Central Switched
Operator Board Individual, Shared

Telemarketing

End-user types
different working situations
need different functions 
to increase their personal
productivity. EU/DGIII & SOTIP

 
 

 Fig.16 End-user types according to SOTIP (STATTEL, 1995) 

 

For each end-user type there is a key functionality. (See a table below, after Lindskog, 1994). 

 

End-user Type Description Key functionality 

Individual PI1  Those that determine their 

own availability 

Co-ordination voice 

and messaging 

Filtering 

 PI2 Those that must always be 

available. People on the 

move. 

Mobile access 

 PI3 Those that not need to 

communicate in their 

current work 

Messaging 

Sharing resources 
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Function PF1 Massive incoming calls 

handling. Call centers 

ACD (Automatic 

Call Distribution) 

Co-ordination 

voice-data 

 PF2 Those that answer, filter and 

inform individual users i.e. 

secretaries 

Local mobility 

The same 

information about 

individual users as 

attendants 

 PF3 Massive outgoing calls 

handling. Telemarketing 

Co-ordination 

voice-data 

 PF4 Switchboard 

Operators/Attendants  

Co-ordination 

voice-data 

Service quality 

measurements 

 

The SOTIP project started at Statskontoret in 1990 with Helena Lindskog as a project leader 

and became one of the STATTEL-delegation’s programs from 1993. The preliminary and 

limited version of SOTIP contained a general structure with end-user types definitions (later 

Part 0 of SOTIP version 1) and functions/features on individual level (later Part 1 of SOTIP 

version 1). The preliminary version of SOTIP was used as a base for the PABX (Private 

Automatic Branch Exchange) equipment procurement. This procurement was the first test of 

SOTIP in a real case situation. The result was successful contracts with a number of PABX 

suppliers.   

 

Following this successful test, STATTEL decided to get the opinion from different players 

on the telecom market regarding the interest for this new idea and the way the SOTIP model 

was structured. Two more parts were added with functions/features on organizational and 

management requirements. A broad national and international enquiry for opinions on the 

proposal for further development of SOTIP was carried out in February 1994. The proposed 

model - SOTIP was developed in close cooperation with Stockholm County Council and City 

of Stockholm. During the development period, public agencies in Sweden and internationally 
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and private users such as NTK26 (Telecom Users Organization in Sweden) as well as telecom 

equipment companies such as Ericsson, Alcatel and Northern Telecom and services suppliers 

– operators such as Telia, France Telecom, Tele2, AT&T and British Telecom were 

consulted.  

 

The results of the enquiry were very encouraging and STATTEL decided to develop the first 

full version of SOTIP. The English draft version was sent broadly nationally and 

internationally to: 

 government administrations and users organizations 

 consultants 

 operators and manufacturers of telecom equipment and services 

STATTEL in the cover letter once more underlined that “It is STATTEL’s belief that 

selection of telecommunication services and equipment should be based on business needs. 

In order to facilitate for the non-technical procurer to express requirements from business 

viewpoint, SOTIP has been developed.”  

 

Comments were particularly welcome on basic functionality for individual user types, groups 

of users and management services. All comments were discussed in SOTIP project group and 

relevant comments were incorporated in the SOTIP version 1. There were only a few 

adjustments done due to this enquiry.  

 

3.2.2 SOTIP version 1 

The first version of SOTIP was published in September 1995 by STATTEL. In the 

STATTEL Press Release from 95 09 25 Ann-Marie Nilsson stated that “We are convinced 

that the open market for telecommunications and its increasing importance in Business 

Process Re-engineering is a new challenge for buyers. It requires them to have knowledge of 

technical developments and, more especially, the needs of the overall business and its future 

direction. SOTIP has been developed as a tool to help buyers to choose appropriate 

telecommunications services and functions in a competitive market”. Helena Lindskog, who 

has developed SOTIP pointed out that: “SOTIP is a living document. Our aim is to develop 

and adapt it to reflect ongoing technical developments, standardization activities and new 

patterns of working and ever-changing needs of individuals and organizations”. The Press 
                                                 
26 NTK – Näringslivets TeleKommitté 
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Release underlined that neither SOTIP nor STATTEL had any intentions of creating own 

standards. 

SOTIP version 1 was a document of some 100 pages. 

The objectives of SOTIP version 1 could be summarized in three points: 

1. To achieve supplier independent communications based on open system 

solutions with standardized interfaces between system components; 

2. To simplify the analysis of user needs, the requirement specification of 

services and equipment with the aid of a generalized model for describing 

functional user requirements for telecommunications; 

3. To create priorities for the standardization process based on the user 

perspective, and the possibility to influence product development and the 

competitive situation. 

 

SOTIP version 1 consisted of four main parts: 

 

Part 0 – This part explains the background, purpose, standardization and importance of 

telecom for the government administration as well as the future development. The concept of 

the end-user types is explained and the classification is described as well as the adapted 

ETSI27 model with relevant interfaces is introduced. 

The end-user´s requirements are the same, irrespective of whether the user has private, 

procured, or leased equipment, or uses a service from operators, whether it works in a big 

office, at a small site or at home.  

 

                                                 
27 ETSI – European Telecommunications Standards Institute 
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Fig.17 Simplified and adopted for government organizations’ ETSI model of Corporate 

Network (SOTIP 1995) 

 

PSTN Public Switched Telephone Network 

ISDN Integrated Services Digital Network 

PTNX Private Telecommunications Network Exchange 

 PBX or Centrex  

VPN Virtual Private Network  

 

SOTIP identifies three types of interfaces that divide the responsibilities between the service 

provider and the organization using the provided telecom services: 

     End-user’s equipment 

A0 Direct connection of end-users to a PBX 

A1 Direct connection of end-users to a Centrex 

A2 Indirect connection of end-users via a public network 

user’s organization’s switching equipment (B) 

B1 Connection of a PBX or a group of exchanges to VPN- services 

B2 Connection of a PBX or a group of exchanges to PSTN/ISDN-based 

VPN-services 

for management purposes (C) 
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Part 1 – This part describes the end-user telecom features (SS for supplementary services and 

NS for non-standardized services) for the different end-user types on an individual level. 

 

Part 2 – This part describes the organizational features (OF) for groups of end-users or the 

whole organization. 

 

Parts 1 and 2 have similar structures.  

Basic functionality for all end-user types 
or groups of end-user types

Structure of the features for end-user types 
and groups of end-users

Additional functionality for specific end-user types 
or for groups of specific end-user types

 
Fig.18 Basic and additional functionality for end-users and groups of end-users. 

 

The features necessary for an organization are structured on two levels: 

- individual 

- organizational/group. 

The basic functionality for all users and all organizations is described. It is the lowest 

acceptable level of functionality. To this basic functionality there are added features specific 

to each user-type on individual and group levels. The specified features can be standardized 

or non-standardized. All relevant standards are described and any conflicting or competing 

standards are pointed out. Features that are relevant for the users but still not standardized 

when SOTIP was developed are also included. All the features are described and criteria for 

their usage explained. 
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Part 3 – This part describes the telecom management services. It is not possible to sign any 

service contract without specifying the conditions between the buyer and the supplier. SOTIP 

describes and specifies management functions in five areas of configuration, accounting, 

security, performance or error detection and recovery for an organization. 

 

Management services
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Fig.19 Management services (according to SOTIP 1995) 

As in the parts 1 and 2 all management services are described and criteria for their usage 

explained. In addition, part 3 contains a list of modes of communication between buyer’s and 

supplier’s organizations and criteria for their usage. 

After a successful use of the preliminary version of SOTIP for the procurement of PABXs, 

STATTEL decided to base the biggest and most prestigious procurement of telephony 

services on SOTIP. The RfP for the procurement of telephony services’ technical 

specification was based on SOTIP version 1.  

3.2.3  SOTIP version 2 

First STATTEL and, after the dissolving of the delegation, Statskontoret continued with the 

development of SOTIP version 2. The main difference was the addition of one more 

objective: “To simplify the requirement specification of services provided to the public in 

contact with Government Administration”. SOTIP draft version 2 (Statskontoret, 1998), 
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proposed a customer service model that identifies the customer types in communication 

between public authorities. The customer type is a combination of the caller and its errand. 

Customer

Services

Organisation

Model for customer services

 

Fig.20 Model for customer services (Statskontoret, 1998) 

Another important addition was general requirements to be fulfilled by the service providers 

on service requirements such as: 

- The functionality and quality in telecommunication solutions obtained for the existing 

services are not to be deteriorated by the introduction of new techniques. 

- The services should be accessible independent of which network the service resides in 

and which network the customer is connected to. 

- All services should be accessible using relevant standard terminal equipment 

- Usage of services should be based on standardised, simple procedures and support 

the “plug and play” concept. 

- The user should be supported by features in the network to access the services and 

not rely on specific terminal features 

- Service user procedures should not be changes for commonly used and accepted 

services. User procedures for new services should be self instructive, easy to use and 

common for similar terminal types and also similar services. 
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- All services must have a defined level of performance. 

SOTIP version 2 also included possible coverage of future development within: 

- specification of translation services. Translation services should provide the 

capability to access authorities by all citizens   

- specification of supplementary services, not necessary connected to voice 

communication such as data, image or video 

- definition of terminal types in relation to end-user types especially in connection with 

teleworking situation 

- specification of new functions for end-users 

A draft of SOTIP version 2 was sent out for comments on a broad enquiry and the results 

received in January 1997 were very encouraging. There were positive reactions from both 

public and private organizations.  

Ericsson 28 : Ericsson has studied STATTEL-delegation’s proposal that we found very 

ambitious and in a clear way systemized telecom needs from the public sector…The method 

that defines user groups and customer types, gives clarity in specification of requirements. 

We look positively on dissemination of the report outside of the public sector as well as 

internationally…  

PTS29 : …In PTS` judgment the basic aspects emphasized in the proposal are highly 

relevant… 

SPRI30: …The Institute’s principal attitude towards developing procurement profiles for 

open system in telecom is clearly positive. In this way, it is possible to reach the following 

important advantages:       

- It gives better conditions to carry out standardization also for telephony. SOTIP has 

substantially improved possibilities to do that. 

                                                 
28 Olle Wikstrom from LME/DI 
29 Ann-Marie Engvall for Post och Telestyrelsen – The Swedish National Post and Telecom agency 
30 Leni Bjorklund for Halso- och sjukvardens utvecklingsinstitut – The Swedish Institute for Health Services 
Development 
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- Users’ possibilities to put forward requirements outgoing from their own perspective 

improved a lot. 

Federation of Swedish Industries31: …It is very positive to have access to results from such 

an extensive work that has been done in order to specify requirements and wishes on telecom 

systems. This should benefit purchasing of telecom independently if the buyer is from the 

public or private sectors, particularly since specifications have as the outgoing point 

different customers’ specific needs. 

Furthermore, buyers, public or private, act in such a way that SOTIP stimulates presumptive 

suppliers to develop products, systems and services, which can be offered to other customers. 

Specifications such as SOTIP should be developed in dialogue between suppliers and buyers. 

A qualified procurement can stimulate companies’ development efforts and thus become a 

base for the development of strong Swedish IT-companies. To achieve this goal is in the 

interest of everybody. 

There were no negative answers, however some worries that: 

- the document is difficult to grasp and needs a short summary and a guide for its usage  

- questions such as integrity, help for disabled and elderly people, Swedish language 

version of SOTIP and common IS32/IT applications for the public sector were raised 

by agencies 

- SOTIP is in conflict with international standards  

Unfortunately, SOTIP version 2 was only published as a draft and never fully developed or 

officially published. Instead, Statskontoret decided in 1999 to update SOTIP version 1 with 

the relevant standards and complement with a short guide for its usage. Thereafter, SOTIP 

has not been further developed or upgraded. 

3.3   Internationalization of SOTIP 

In the Press Release from 95 09 25 it was pointed out that STATTEL had “…already started 

discussing on SOTIP and standards with some government and user organisations in and 

outside Sweden and our intention is to invite others to take part in the discussions.” SOTIP 

                                                 
31 Gustaf Richter for Industriforbundet 
32 IS – Information System 
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model had already been presented in the US to NIST (National Institute of Standards and 

Technology) and GSA (General Services Administration), in Australia and Canada to the 

agencies having similar responsibilities as Statskontoret and several telecom users’ 

organizations in Sweden and abroad. 

Datavärlden (1995) commented SOTIP’s international successes by saying: The Swedish 

requirements on telecom that are gathered in SOTIP can become guiding-star for the rest of 

the world. SOTIP is becoming an export product. 

SOTIP was presented to ETSI33 in Business Telecommunications Technical Committee 

where it was taken into consideration in development of VPN standards (article in ETSI 

magazine). STATTEL during the whole period of its existence was an active member of 

ETSI, as a user with Helena Lindskog as a representative first as a member and later as vice 

chairman of the Technical Committee on Business Telecommunication. 

Possibly, the most important and with far reaching consequences was the presentation of 

SOTIP in September 1995 to SOGITS (Senior Official Group IT Standardisation) at DG III 

(Industry) in the European Commission. The chairman of SOGITS Mr. Evangelos Vardakas 

asked the Swedish representation headed by Wolf Arvidson from Statskontoret and Helena 

Lindskog as expert and presenter of SOTIP to write a proposal for starting a new group on 

Procurement of Telecom Services at CEC DGIII to follow the ideas of internationalization 

presented to SOGITS. 

In November 1995, the Swedish delegation sent a proposal (Arvidson, 1995) for a new group 

on Procurement of Telecommunication Services. The timing for this proposal was very 

favourable as Europe was on the verge of introducing competition on the telecom market. 

The Swedish delegation motivated the proposal saying: Having in mind that most of EU 

countries after 1998 are going to be in the similar situation as Sweden is now, it could be 

helpful for other European countries to use and learn from Swedish experiences to avoid 

unnecessary repetitions of work…Procurement of telecommunication services for the public 

sector and even for the private companies has no tradition due to the long standing 

monopoly situation. Another reason is the explosive development of telecommunication 

services and the urgent need for guidance of what should be standardised and how to 

procure telecommunication services. 
                                                 
33 ETSI - the European Telecommunications Standards Institute 
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3.3.1. EOTIP (European Open Telecommunications services Interconnection Profile) 

After a few months of internal discussions, CEC DGIII decided to establish an ad hoc group 

on Procurement of Telecommunications Services. STATTEL technical director, Helena 

Lindskog, represented Sweden. 

The ad hoc group on Procurement of Telecommunications Services decided to adopt SOTIP 

to the EU needs and to broaden the scope by including any kind of public or private 

organization. This broader European model was called as EOTIP (European Open 

Telecommunications services Interconnection Profile). The main objectives related to the 

procurement of telecommunications services and equipment that EOTIP fulfilled were: 

1. To specify a full range of up-to-date telecommunications services which, as far as 

possible, is based on published European and global standards and which provides the 

cost-effective support necessary for the operation of almost any modern business. 

2. To simplify the selection of the telecommunications services appropriate to the 

business needs of any particular organization. 

In September 1997 EC DG-III-B3 published a guide to using EOTIP that provided some 

simple rules for modeling an organization’s needs following EOTIP’s user-types and ways 

for selecting adequate services. 

In January 1998 EC DG-III-B3 published EOTIP version 1. EOTIP follows SOTIP’s 

end-user type structure and generalizing it to include the private sector’s needs without any 

major change of the content.  

EOTIP became a recommendation for procurement of telecom services to all EU members. 

EOTIP was translated to member countries’ languages such as Spanish, French and Greek, 

other countries like e.g. The Netherlands or Finland were using the English version directly.  

The Swedish press commented on EOTIP. The headlines suggest a sense of pride over a 

Swedish idea recognized internationally: 

- SOTIP – Swedish export success (Datavärlden, 1995) 

- Swedish model for telecom services for EU (Andersson, Svenska Dagbladet, 1996) 

- Swedish SOTIP becomes EU;s EOTIP (Ljungbladh, Telecom idag, 1997) 
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Also representatives from Swedish telecom players such as Telia (Bertil Thorngren), Lars 

Person (Global One) and Ericsson (Bengt Kellgren) believed that STATTEL model would be 

a success in EU34. 

 3.3.2. SPRITE S2 

In the autumn of 1997 EC DG-III-B3 launched a work-programme for Support and Guidance 

to the Procurement of information and Telecommunication Systems and Services 

(SPRITE-S2). SPRITE-S2 was presented as “a European initiative, jointly funded by 

European Commission and partners from public, commercial and educational organisations. 

Sprite-S2 offers support and guidance to public and private sector buyers in the acquisition 

of information and telecommunications systems and services.” 

Sprite-S2 stated “IT’s inexorable move centre-stage in both public and the private sector 

operations has placed ever more demands on buyers. With the opening of markets across the 

world coinciding with the convergence of communications and information technologies, 

buyers are being presented with ever-greater freedom of choice in systems, services and 

suppliers. Procurement processes are becoming more complex and more critical, as buyers 

try, in a dynamic market, to locate the optimum balance of cost, performance and quality.” 

In the description of the buyers’ situation, Sprite-S2 pointed out many vital factors in order to 

achieve the best deal, and keeping budgets under control and ensuring return on investment 

when the lowest price cannot be the only criterion: 

1. Defining the strategic importance of the acquisition and meeting the business 

need, both in the immediate and the wider context 

2. Assessing your customers’ needs and improving their satisfaction with your 

organization 

3. Assessing potential new suppliers and managing changing relations with 

existing suppliers 

4. Judging many aspects of your potential purchase, including quality, 

performance, ease of use, acceptability to users, compatibility with other 

systems and total cost of ownership 

                                                 
34 Interviews in the article “Svensk teletjanst modell for EU” written by Göte Andersson for Svenska Dagbladet, 
June 1996 
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5. Considering any safety, environmental and social impacts 

6. Working within legislative, political and policy constraints, including 

independent scrutiny 

7. Assessing and minimising any risks associated with acquisition 

8. Meeting challenging deadlines for completion of the acquisition.” 

Sprite-S2 initiative decided to sponsor twelve short terms of approx. one-year duration 

projects. Three projects (ASPIS, PEPPER and GEAR) were directly related to EOTIP. 

ASPIS (Assessment and extension of the EOTIP methodology in procurement planning of 

integrated communication services) and PEPPER (Process re-engineering and procurement 

planning extending EOTIP coverage as mandated by new work requirements) aimed to 

expand the scope of EOTIP and GEAR (Generalised EOTIP application repository) to make 

EOTIP easier to use.   

3.4   Future work situations – Ericsson 

In 1997-98 there was an informal group with approximately 25 participants representing all 

divisions of the Ericsson group. As a result of this work, a report was presented in 1998 to 

the Ericsson, chief researcher, Bernt Ericson. The report (Lindskog and Sonnius,1998) 

stated：The purpose of this report is to present ideas about future work situations and to find 

out what kind of technical solutions and applications that will be crucial for these. The report 

will attempt to answer questions like: What kind of work situations will exist in the future?, 

What kind of products (services, terminals, equipment) will be needed? What products will 

the enterprises ask for? What changes in the work situations will occur?  

Four meetings have taken place during the first quarter of 1998. During these meetings, 

different aspects of the user types/work situations has been discussed, such as type of work, 

possible changes in work, equipment needed/used and which groups are likely to try out 

different kinds of new equipment or replacement by automatised services. The meetings were 

of brainstorming character, in order to get a free flow of ideas with as few limits as possible.  

In these meetings, technical solutions and/or applications were not considered. Focus was put 

on functionality and changes in the work situation itself. 
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The investigation explored SOTIP ideas further as a base for future work situations. After a 

number of meetings, a report was written to present the findings. They are summarized in the 

table below: 

User type
Office
own  comm

Home
occas    HO

Car
  

Airplane
  

Hotel
  

Other
  

I1 ++     - +           + + + + +
I2local -       + O          + + O O O
I2global -       + O          O + + + +
I3 O     O +-         O O O O O
F1 -       + +           - O O O O
F2 +      + +           O O O O O
F3 (+)   + +           O O O O O
F4 -      + +           O O O O O  

O = Not relevant 

Fig.21 Ericsson investigation and evaluation of future work situations (Lindskog and 

Sonnius, 1998) 

 

The report (ibid) pointed out that: Many people today talk about increased mobility, and a 

general need for future workers to use telecom/datacom services in all kinds of places. This 

table shows, that this is not relevant for all work situations. It is mainly the kind of people in 

categories I1 and I2, i.e. individuals like managers and service technicians that will move in 

their work. In the table, the I2 category is split in two groups. This was done because the 

meeting found out that the service technicians (as an example) working locally differed very 

much in their needs for tele/datacom from those working on a global level.  

There were some interesting results such as mobility (local and global) is required by both 

categories I1 and I2 and will not be required for other working situations. Requirements on 

local mobility differ from the requirement on global mobility. 

The report also discussed types of locations, their characteristics and the relevance for 

different work situations. Below there is example of the report’s description of one of the 

user types, I1. 

User type - Individual, Self-determined Availability, I1 

The key factor for decreased productivity for this group is interruptions. That is why the best 
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place for them to work is in a separate office or at home (in order not to be disturbed and to 

have good possibilities for concentration). They are also likely to travel in their work, and 

need to benefit from the hours of traveling by proceeding with the work, make notes, etc. 

 

The future for this category means increased possibilities to work in various places with the 

same quality of tele/datacom services. There should be no difference for someone searching 

an I1 person if that person is working in the office, at home or in any other place. And the I1 

person should be able to decide as easily as if he/she were in the office whether or not he/she 

wants to be available of incoming communication or not, when working in other places. 

Some of the features needed in "new" workplaces were also discussed and other aspects of 

working away from office. 

 

Home:  Features: Good communication, high bitrates, good reliability. 

    System should know where I am 

    One calling point 

    Support from secretary/agent 

    Stationary home computer 

      

Aspects: Ability to choose where to work without too much trouble 

    Living countryside, less costs for offices 

    Less routine traveling 

      

Car:  Features: Hands free 

    Voice/text conversion 

    No computer needed 

    Messages about traffic situation, etc. 

      

  Aspects:  Closed room (high degree of privacy) 

    Dangerous workplace (traffic - driving) 

Appropriate for voice communication 

 

Airplane: Features: Ability to make calls 

    Computer work/read mail 

    Chat with other passengers 
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    Get info about the destination 

    Find someone who is from the same country 

    AirLAN! 

    Preparatory work (presentations, mental prep) 

Need for printing possibility (sufficient with a phone 

booth) 

       

  Aspects:  Different needs to be satisfied - relaxation/work 

    Difficulty to work with confidential material 

    No privacy 

    Paper and pen essential! 

(Lindskog and Sonnius, 1998) 

The Ericsson report introduced, in comparison with SOTIP, a more general view of 

user-types, not only for the public sector but for any sector. The outgoing point was that, for 

example, user-type – I1 （ Individual, Self-determined Availability） should have the 

possibility to work anywhere and anytime. Work location was not anymore necessarily an 

office but also home, car, airplane etc. Features for each type of location and its specific 

aspects were described and its relevance tested for each user-type. 

3.5   Reactions and comments  

Some 10 years later all the interviewers35 considered SOTIP as an important, revolutionary 

and useful model for procurement of telecom services. In summary, SOTIP was important 

because it introduced: 

–  new mindset 

– user types 

– and liberated users’ requirements from the technique  

At the same time all the interviewers considered SOTIP to be too complex for the majority of 

telecom responsible people at the authorities. The interviewers lacked clear and easy to use 

guidelines. 

                                                 
35 Interviews March – June 2005 
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For Ann-Marie Nilsson (2005) SOTIP was the backbone for everything. How can you 

procure a service if you can’t define it?…if you want to be free/liberated from the supplier 

that sales a product and to try to buy functions and services then the only way is to use the 

model. SOTIP was a very ambitious and well thought-out model. It was a new way of 

thinking. The SOTIP model was applied on a new and technically complex area. On the one 

hand it was difficult to sell the idea to people responsible for telecom at authorities. They 

were used to have things solved by the suppliers. They had difficulties to understand and use 

SOTIP. On the other hand the suppliers saw SOTIP as a very smart tool and it was 

considered with respect as an interesting method to discuss relations between suppliers and 

customers. 

Jan Rydh (2005) considered SOTIP …a decisive instrument. We indicated and showed that 

we had technique and a model. It was a quality stamp for STATTEL showing that we could 

get so far. I only heard positive comments about SOTIP. 

For Per-Olof Gustafsson (2005) SOTIP was important as a base in order to describe the 

procurement. For City of Stockholm SOTIP was good but too scientific. It was a way to get in 

a new mind-set. We used some SOTIP and a lot of common sense in our procurements. 

In 1996 we used SOTIP as a base for our procurement of telecom. It was fresh and up to 

date. It helped us and suppliers to speak the same language. Said Bengt Rapp (2005) 

responsible for telephony for City of Stockholm. 

Also the interviewers from the supplier side were positive towards the model.  

It was an important area to focus on…. The similar way I was working at the IT side at IBM 

using models and defining users. We had also a user segmentation model with 6-7 user types, 

commented Bjorn Norrbom (2005) from Telia Megacom. 

The project leader from Telia side, Jan-Erik Schreither (2005) pointed out that a user type for 

secretaries (PF2) was not in much use in Sweden but instead very important on the continent. 

Telia is now using 4-5 user types and it makes it much easier to use user types for packaging 

services for e.g. City of Stockholm. He commented that …it is much easier to sell on more 

aggregated level functionality. …Time for standardising each connection is gone but SOTIP 

as a model is very good. I think that by using such a model you can better see the needs for 
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both customer and supplier. But it should not be a standard. He adds that unfortunately 

SOTIP has not been further developed after it was first published. 

SOTIP was definitely very important. Once more Sweden has been seen as a forerunner. It 

became well known. It was showing that in Sweden we understood what it was about. 

Commented Lars Persson (2005) previously at France Telecom. 

Sylwester Marat (2005) gave his view on SOTIP outgoing from buyer and supplier points of 

view. SOTIP is really very, very good if the public administration wants to rationalize and 

find more efficient ways of working. It can indeed create billions/millions of savings for the 

government…It also creates a clear language between different authorities, authorities and 

suppliers. It simplifies enormously much of explaining, convincing; clearly everybody knows 

what it is about. Of course it is a problem with standards as standardization describes the 

current situation. It is a general problem with standardization as soon as something new 

appears and it is necessary to standardize and standardization takes time. It is a problem of 

ensuring the survival and development of standards. But it is the only but. 

From the suppliers point of view it is not ideal to comply to the SOTIP standard. All the 

suppliers want to lock in their clients with their own systems and propriety standards.  But 

only in some situation they are obliged to comply with some standards….  

 Conclusions 

SOTIP was at the time of its development an ambitious and far-sighted model that specified 

most common user situations and interfaces. The SOTIP model was developed as one of the 

STATTEL delegation’s project for its procurements of telecom for the Swedish public sector. 

The model was tested in two STATTEL procurements: one for switching equipment, PABXs 

and second for telecom services, thus, it was not only developed but also tested in real 

procurement situations. The most important results of developing SOTIP that also were 

pointed out by the interviewers were: 

 from producer to user 

Possibly one of the most important results of introducing and using SOTIP was a shift 

away from an earlier situation when suppliers/manufacturers took more or less all 

decisions and homogeneous users facing few variations of the offered services. The 
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offerings were decided by all-knowing technical experts at manufacturers and/or 

operators. Manufacturers considered operators their clients and users and/or distributors 

of their equipment. Most of the technical development was concentrated on reducing 

operators` production cost through making switching and transmission more efficient and 

easy to deploy. In this way, the operators easier acquired more customers, had less 

interruptions and better quality and, thus, increased revenues. SOTIP user-types 

specification was not outgoing from technical solutions but from the needs common for 

groups of people having similar working situations. In case of STATTEL the users took 

over the initiative and stated what kind of requirements were important for them, 

validated the importance of already existing features and gave clear signals for what kind 

of features should be developed. The users became aware and involved in the 

standardization process as models such as SOTIP clearly pointed out the necessity of 

having standards useful and important for the users in the adequate interfaces in order to 

procure in competition and being able to change from one provider to another. 

 from Sweden to other countries 

SOTIP became quite soon after it was published in Sweden also known internationally. 

The procurement bodies for governmental agencies in two already deregulated telecom 

markets UK and USA showed interest. The most serious interest was shown by the 

European Commission, which resulted in adoption and further development of the model 

under the name EOTIP. EOTIP was translated to a few European public administrations 

and used in its English version by several others.  

 from public to private 

SOTIP was an example of a public initiative that later on was embraced by the private 

sector. Already the European Commission`s approach through EOTIP was to broaden the 

model to make it general and used for both private and public users. Additionally, 

Ericsson`s approach to the segmentation of user-types was for both private and public 

sectors. Several interviewers took up this aspect. SOTIP showed that the public sector 

could be a trendsetter and forerunner for the development in certain situations. 

Still the main and most important result as well as the purpose for the development of the 

model was to simplify the procurement process for purchasing telecom.
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4  Case Study: The City of Stockholm, Procurement of integrated IT and 

telephony services 

4.1 Background 

 

The city of Stockholm, the capital of Sweden, has almost 800,000 inhabitants and 

greater-Stockholm has some 1.9 million. It is the largest Swedish local government with 

close to 50 000 employees and revenues of SEK 46.3bn in 2006. If the City of Stockholm 

had been a company, it would be among the 500 largest enterprises in the world36.   

 

 
 

Fig.22 City of Stockholm organizational chart 

 

The City of Stockholm is procuring goods and services for more then SEK 8bn per year. A 

special procurement department has been established in order to strengthen the City's 

position as a buyer by taking advantage of the big scale and volume of its purchases and to 

ensure the best conditions in the most cost effective way for procuring as well as the best 

usage of already existing infrastructure. The main tasks of this department include looking 

after the interest of the City and carrying out central and common procurements of strategic 

                                                 
36 Financial Times’ 500-list of the largest enterprises in the world. 
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or economic importance. The City’s procurements should be carried out professionally and 

businesslike including special considerations for ecological and societal issues.  

 

4.2 The City of Stockholm strategy for IT and telephony 

 

In February 2001 the City of Stockholm published its e-Strategy. It was based on several 

studies of the future development in different areas carried out internally in the City and in 

Sweden. The strategy was build on the vision that: 

 citizens should be in the center for the City’s activities 

 increased democracy 

 to give enterprises development possibilities with well-functioning 

infrastructures 

 to make the City more efficient 

… in general to make Stockholm a more attractive place to live and to work. 

 

In the strategy, ICT was seen as the main tool for achieving this vision. Procurement of IT 

and telephony was regarded as crucial for the realization of the City of Stockholm’s 

e-Strategy. 

 

The RfP for IT and Telephony for the City of Stockholm starts with how the City looks at the 

future IT and telephony in the City: The usage of Information and Communication 

Technology (ICT) in the public sector is extensive and constantly develops. In reality the 

public sector has been well ahead and early pushing for usage of IT in the society, an usage 

that has undergone several generation shifts. … it is reasonable to believe that big changes 

are awaiting also in the future.  

 

The RfP also stresses that the demand on the City quickly increases from politicians, citizens, 

businesses, employees and not the least from students who constitute an important ICT user 

group. ICT is regarded as an efficient and competitive means to achieve a clear focus on the 

City’s goals. One of the new political demands is the requirement of 24/7-authority, i.e. all 

services should be available 24 hours 7 days a week. These services should be as much as 

possible citizens’ centric and steered by the citizens. The citizen should not need to know 

which agency is responsible for a specific task or has specific information available. Instead, 

the citizen’s first contact with the City should automatically be allocated to the right agency. 
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Special significance is put on coordination of all IT activities in schools including 

administration systems, pedagogical programs and communication programs. However, the 

necessary coordination must not hamper future development. 

 

The political vision for the Swedish public sector has been expressed by the former minister 

Gunnar Lund as: …the citizens should not have to care how the responsibilities of the public 

sector are distributed. One contact should be enough … …The traditional ways to 

communicate must remain so that everybody can use the public sector. (ITOS in Lund 21 

October 2003) 

 

4.3 Procurement of integrated IT and telecom services 

 

The situation just before the procurement was: 

- to start from technical possibilities and available software instead of users’ needs, 

business and economy 

- relatively low level of standardisation 

- weak incentives to co-operate with other units for common, better and cheaper 

solutions. 

 

The purpose of the procurement was stated in the RfP (Stockholms stad, 2005) as: 

- To secure appropriate and competitive supplies for IT and telephony functions that 

correspond to the City’s changing needs over the period of several years 

- To find active supplier/s that, on one’s own initiative, currently will suggest and 

co-operate in measures beneficial for the City…. 

- To make possible a long-term development through successful co-operation and 

appropriate contract. 

- To assimilate the following years price/performance and market developments. 

 

One of the crucial questions to deal with was if one or several suppliers should replace the 

existing contracts. 

 

There were four main criteria for the evaluation: 

• Credibility and capacity of the supplier/s to be an active part in the development of the 

City 
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• Forms for credibility and quality in co-operation during the contract period 

• Content and quality in supplies 

• Economy 

 

The decision for having all IT and telephony purchased centrally through framework 

agreement with takeover of all operations by 31 July 2006 for IT and 31 December 2006 for 

telephony was taken in June 2004. 

 

The centrally procured framework contract was mandatory and binding for all agencies of the 

City and for companies owned by the City, which had declared in the RfP to do so. They can 

call off from this contract. 

 

This procurement was a negotiated procurement that followed the Swedish public 

procurement law (LOU 1992:1528, chap.5). 

 

The tendering time was 17 March 2005 to 10 May 2005. Tenders were juridical binding until 

31 January 2006.  

 

The tenders had to be complete and delivered in sealed envelopes to the City of Stockholm 

by 10 May 2005. Only complete offers were taken into consideration and no compensation 

for preparation of the tenders was given. 

 

The procurement was open for either separate offers on IT and telephony segments and 

signing of two contracts, or a total offer for IT and telephony and signing of one contract 

with one prime supplier.  

 

Request for Proposal 

The City of Stockholm before this procurement had several separate contracts for the area:  

- Contract for operations of business system, i.e. application on the higher lever 

- Contract for operations of servers – IT and infrastructure with ERGO group 

- Contract with STOKAB37 for data communications 

                                                 
37 STOKAB - The purpose of Stokab´s operations and the infrastructure provided by the company is to promote 
economic growth and thereby stimulate the telecom market and ICT development in Stockholm. Stokab has 
developed a fibre optic communication network within the City of Stockholm and in the Stockholm-Mälaren 
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- Contract with TeliaSonera for fixed telephony and Centrex 

- Contract with Tele2 for mobile telephony. 

There were several suppliers and the City had to coordinate between the suppliers and 

integrate their services.  

 

Preparations for the Request for Proposal took long time but the decision was taken in 2004. 

Before taking this decision there was quite extensive planning and investigations. 

 

The Request for Proposal was structured as follows: 

 

The main document explains purpose and general conditions. 

 

The main document has five annexes on the general nature that states:  

- which units are allowed to call off,  

- contact information,  

- total prices template  

- framework contract template 

as well as  

- Information regarding technical platforms, that, based on e-strategy (Stockholms stad, 

2001) proposes techniques to realize the e-strategy through the usage of common 

standards in areas such as: 

o Information architecture 

o System architecture 

o Communication 

o Technical architecture 

o Operation 

The starting point for the IT-infrastructure is that it has to be based on open standards 

and interfaces. Standards should be based on a common basic level regarding 

functionality, services, security availability and so on. 

 

Annex - General Specification on requirements on IT and telephony 

                                                                                                                                                       
region. The company is competition-neutral and provides a network that is open to all operations on equal 
terms. Stokab is owned by the City of Stockholm. Stokab is also a provider of internal data communications 
network for the City of Stockholm. 
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This annex specifies customer-supplier relationship, its structure and responsibility areas for 

the City and for the supplier, respectively. It also states the escalating scheme, measurements, 

follow-up and reporting routines as well as requirements on information security as stated in 

the City of Stockholm policy and rules document regarding Information Security38. 

 

Annex – Specification of requirements on IT segment 

 

Annex – Specification on requirements on telephony segment 

  

Procurement Process – the City of Stockholm 

During the whole procurement process, there was a steering group with twelve high level 

representatives from the organization and Kjell Bergefall as chairman, as well as the 

procurement project management group. There were at least two project leaders (one was a 

consultant, who later decided to quit) but the project secretary was the same throughout the 

whole process. The procurement project had three sub-projects with a designated leader: 

- system operation and system administration with Krister Eriksson  

- server operation and service center with Kjell Jansson 

- telephony with Bengt Rapp 

Each sub-project leader had to his disposal a reference group that assisted in writing RfP and 

evaluation of tenders. Several people from different departments were involved in the project 

as a part of their regular work. The local governments’ procurement company, Komentus, 

provided a procurement expert who was responsible for the administration of the 

procurement project.  

 

According to Schildt (2007), there was a lot of discussion within the City of Stockholm 

organization, especially concerning having only one, prime contractor. Some members of the 

steering group considered this approach risky as a prime contractor can easy get “fat and 

lazy” unless he is exposed to continuous competition.  

 

The City of Stockholm received 13 offers by February 2005 for the pre-qualification 

Seven offers for the IT segment:  

                                                 

38 Policy och regler for informationssakerhet vid Stockholms stad (2001) 
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IBM Svenska AB 

EDSSweden AB 

CapGemini Sverige AB 

TietoEnator 

CSC Sverige AB 

WM-data 

HP 

and six for the telephony segment: 

Telia Sonera AB 

Tele2 AB 

Siemens AB 

Dotcom 

TDC Internordica 

TDC Song AB 

Two offers, from IBM and TDC Song were directly discarded, as they did not comply with 

some mandatory requirements. 

 

By May 10, the City of Stockholm received seven offers for the final evaluation. There were 

two prime contractor offers from the constellations: 

TietoEnator/Ementor/Telia with TietoEnator as prime contractor 

Telia/CapGemini/HP with TeliaSonera as prime contractor 

two for the IT segment: 

TietoEnator 

WM-data 

and three for the telephony segment: 

TeliaSonera 

Tele2 

Siemens 

In September 2005 the steering group decided to continue negotiations with the two tenderers 

TietoEnato and TeliaSonera as prime contractors and adjourn the other tenderers. 

 

The main reason to ask for the prime contractor option, according to Stefan Schildt (2007), 

responsible for IT procurements at the City of Stockholm, was that …we can see that it is 

more and more difficult to draw the boarder between telephony and data. We see that in the 
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future it will be impossible to distinguish telephony operations from data operations. 

Currently it seems difficult for IT and telecom businesses to realise synergies, bit these 

should come in the future. When we decided about this procurement we were talking about 

an 8-year contract from 2006 until 2014. And in 2014 we see telephony fully integrated with 

data. After the evaluation and negotiation period and by using an evaluation model based on 

a comparison numbers model, so called “Professor’s model39” TietoEnator was chosen. Extra 

points were given for the systems integration solution from a prime contractor and the results 

could be presented as below: 

Page 10Copyright © 2004 TietoEnator Corporation2005-11-19

Jämförelsetal efter förhandlingar

Anbudsgivare Helhet IT Tele Bästa IT+Tele
TE/Ementor/Telia 226
Telia/CAP/HP 236
TE IT-segmentet 136
WM IT-segmentet 121
Telia telefoni 121
Tele2 155
Siemens 153
WM + Telia 242

 
 

Fig.23 Results of the City of Stockholm procurement in comparison numbers after the 

evaluation and negotiations (Knutsson and Lindgren, 2005) 

 

The prime contractor’s offer from the constellation with TietoEnator as a prime contractor 

was better than the combination of the best two separate offers for the IT and telephony 

segments. 

  

                                                 
39 Price is evaluated instead the points are given all the requirements. The method is described in the report 
“Metoder vid utvärdering av pris och kvalitet i offentlig upphandling” by professors Arne Andersson, Uppsala 
and Anders Lunander, Örebro. The full report can be downloaded from Swedish Competition Authority website 
www.konkurrensverket.se.  
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Kjell Bergfall, former head of the IT-department and chairman of the procurement steering 

group, considered that one of the important decisions was to choose one, two or more 

suppliers and …we decided to follow the line that says that the largest profit potential would 

be made using one with one single supplier. This creates higher efficiency and facilitates 

co-ordination. …Issues such as co-operation and development are especially important in 

this kind of a long-term partnership. 

 

Framework contract 

On the 23 November 2005 the City of Stockholm chose TietoEnator, the largest IT service 

company in the Nordic region, as the prime contractor and total supplier of services in areas 

of IT, telephony and contact centre for the City of Stockholm. The framework contract was 

signed on the 6 December 2005. The main sub-contractors are Telia responsible for 

telephony segment and ERGO-group. 

 

The main reason to choose TietoEnator as prime contractor was not the lowest price, and this 

offer was not the cheapest but it had the total value and quality. WM-data was much cheaper 

so they were disappointed but they had no prime contractor offer. 

 

The framework contract defines who is buyer and who is supplier, as well as what common 

and specific responsibilities buyer and supplier have.   

 

The framework contract duration is four years until 31 July 2010 with the possibility to 

prolong it twice but not longer than until 31 July 2014. A new contract must be signed after 

this date. 

 

The total price for the delivered services the first year (2006) meant a significant cost savings 

compared with the price for the same services the previous year. Prices in the framework 

contract are tied to the market prices for the corresponding procured services and are 

expected to go down each year. The market prices will be measured yearly using 

benchmarking methods. 

 

The framework contract also includes proactive participation of the supplier in the future 

development of the City of Stockholm. 
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All the services must be supplied according to Service Level Agreements (SLA) that are 

presented in a special Annex to the framework contract. 

 

The framework contract structure: 

Main framework contract  

Annexes: 

Annex 1 Active administration 

Annex 2 Included services 

Annex 3 Service Level Agreements 

Annex 4 Prices and conditions 

Annex 5 Co-operation between parts 

 and a number of protocols, brochures and policy documents 

 

Procurement process - TietoEnator 

According to Nils Knutsson (2007), public sector director at TietoEnator, the process started 

already in 1993. At that time the Stockholm City Council decided to sell their ADB40- 

department. The LOU was not yet in place and it was possible to go out in the sales and not 

in procurement process. TietoEnator produced a bid, which was to low, and the City of 

Stockholm chose WM-data. We worked a lot and for a long time, and we were really 

disappointed not to get Stockholm. (Knutsson, 2007) After loosing this deal TietoEnator 

decided that when the WM-data contract would expired, they had to win the following 

procurement of the City of Stockholm.  

 

For two years we built up relationship and got local contacts, analyzed what was or was not 

important and in the end we won the IT segment contract in 2000…We put a lot of efforts and 

time to have the highest quality deliveries…We had a special guy just look all the time at 

these deliveries. If it was any fault, we took always initiative and put the things right. 

(Knutsson, 2007) 

 

TietoEnator considered that the City of Stockholm had a high level of confidence in their 

way of working. They were well prepared to take a “fight” together with TeliaSonera and 

                                                 
40 ADB (Administrativ Data Behandling) - Automatic data processing. 

 95



Ementor against competitors. The first procurement that TietoEnator won had a value of SEK 

800 millions and this one SEK 2.8bn. 

 

TietoEnator used 12 700 hours for the preparation of the offer. If each hour costs approx. 800 

SEK, the total cost of preparing this offer is approx. SEK 10 million, which is only 35 

promille of the 2.8bn contract sum.  The cost of public procurement bids are quite cheap 

compared with regular sales activities, which are estimated at 7-8% of the contract value, on 

the private market in average.  

 

The important part of the preparation of the bid was choosing the main suppliers, especially 

for the telephony segment, as this is not TietoEnator’s business area. They investigated 

possibilities to cooperate both with TeliaSonera, the supplier of Centrex and fixed telephony 

services at the time of procurement and with Tele2 that had a contract with the City of 

Stockholm for delivery of mobile services. They even opened up to have both Telia and 

Tele2 as suppliers. However, Tele2 would not agree on this. In the end TietoEnator decided 

to cooperate with TeliaSonera. This co-operation was according to TietoEnator working 

smoothly in spite of the fact that TeliaSonera was also itself preparing an offer for the same 

tender as a prime contractor. There were no contacts between the two teams at TeliaSonera. 

 

There were as maximum 55 people involved in the process of preparing the offer. The most 

important, according Knutsson (2007), was that the customer should not discover that there 

were 50 different technical experts involved in writing the offer. Four rounds of re-writing 

were taking place in order to get a comprehensible and easily readable offer. The first round 

involved the reading of people from TietoEnator who were outside the process to ensure that 

the texts were understandable. The second reading was to eliminate all grammatical and 

spelling errors. The third round involved engaging of three procurement consultants that 

were checking if all the questions were answered correctly and well enough to get some extra 

points according to the evaluation model applied by the City of Stockholm. The final round 

was to let two journalists read from their point of view to make it more understandable and 

easy to read. 

 

This offer was prepared on the HQ level and negotiations took place internally between the 

five departments involved in order to get the best price scheme.  
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During the negotiations with the City of Stockholm there were very few pure price 

negotiations but more about clarifications and how to get a higher quality for the same price. 

 

Matti Lehti (TietoEnator, 2005), chairman of TietoEnator, commented winning of the 

contract with the City of Stockholm “That is the biggest contract since TietoEnator was 

created…” 

 

From TietoEnator’s point of view the City of Stockholm chosed them because: 

• Their current deliveries function well 

• We have well functioning organisation for delivery 

• During at the time of the still valid contract period TietoEnator has showed that it 

can actively participate in the development of the City’s core business as well as 

IT-area 

• We started preparations for this procurement a year ahead 

• Co-operation between the different responsible departments on the HQ level and the 

business units has functioned very well 

• The work was characterized of enthusiasm, sacrificing and good relations 

• The work in the Attack group41 and in steering groups has been constructive 

• We had competitive prices already in the offer – small bargaining took place in the 

negotiation phase 

• We chose the right strategic partners. They were involved from an early stage of the 

procurement 

• The support from Bid Manager and Bid Assistant was an additional strength 

• Good contact interface: between TietoEnator, Telia and the City of Stockholm. 

(Knutsson and Lindgren, 2005) 

 

TietoEnator considered that this specific contract and commitments were characterized by: 

• The biggest IT procurement ever in the Swedish public sector 
                                                 
41 The Attack group’s tasks were: 

• to make a survey of different decision-makers and decision influencers through some 30 interviews 
• Analysis of pricing in other outsourcing contracts 
• Study visit to Posten (Swedish Post)  
• SWOT – analysis 
• Analysis of competitors 
• Support to the project leadership for this contract 
(Knutsson and Lindgren, 2005) 
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• Prime contractor approach: 

o Both for IT and telephony 

o The City is the first to do so as a regional and local government 

• Integrated IT and telephony service procurement: 

o Focus on what should be delivered 

o Hardware, brand, capacity etc not interesting 

o Quality of delivery depends on SLA 

o All services and functions are documented in the service catalogue 

• Benchmarking tied to the contract including: 

o Price 

o Customer satisfaction 

o TCO42 approach 

o Capacity to cooperate 

o Participation in the City’s development work  

• Evaluation model: 

o Based on the so called Professor’s model 

o No points for price 

o Pricing of quality criteria 

(Knutsson and Lindgren, 2005) 

 

4.4 Reactions and comments  

 

There were not many press reactions to this contract, one of the biggest contracts ever in 

Sweden. The City of Stockholm had no special press release or press conference and the 

prime contractor and TietoEnator had a press release but no press conference. The daily press 

had just some short notices at the economy pages.  

 

The most visible reaction to the contract was that the shares in TietoEnator went up and this 

was commented on in the press. Many analysts contacted TietoEnator asking about the 

reasons for this.   

 

                                                 
42 TCO - Total Cost of Ownership 
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Nils Knutsson, public sector marketing director at TietoEnator and in charge of the 

procurement in Stock Exchange press release: “Stockholm is also the first in the public sector 

to undertake a regular service procurement, that is focusing on the user perspective, 

regarding both IT and telephony services.” 

 

Bengt Rapp (ibid), former head of telephony activities at the City of Stockholm, considers 

that for example … so called one phone-solution that puts together fixed and mobile 

telephone will increase possibilities to reach the City’s employees. 

 

Anders Engström (ibid), telecom-strategist from the City of Stockholm points out that 

Building the City of Stockholm’s Contact Centre is an example of how co-ordination between 

IT and telephony increases the service level towards citizens. 

 

Lennart Rahm (ibid), project leader for telephony from TietoEnator, says that: Through the 

co-ordination and integration between IT, telephony and mobility can completely new 

solutions be created for the central administration as well as the City units such as 

pre-schools, health care etc.  

 

Dan Strömberg (ibid), Senior Vice President and head of Global Accounts at Telia, 

sub-supplier to TietoEnator, considers that The biggest advantage for the City is that the City 

does not need to think so much about the technique behind the services. We will take care of 

the technique. 

 

Ake Plyhm (ibid), Deputy CEO at TietoEnator, comments: We are delighted that Stockholm 

has chosen us as its total supplier. This decision makes Stockholm the first in the public 

sector to procure IT and telephony from a total provider. 

 

Kjell Berglund (ibid), former head of the IT-department at the City of Stockholm, expresses: 

The most important question for us is what we want to achieve and not how it will be 

realized. 
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4.5 A year later 

 

The City of Stockholm 

In hindsight, according to Schildt (2007), there are some things they did not know or 

expected and some that they could have done differently. The most important points are: 

• To be more clear about what is included or not – extent of the commitment.  

• To have clear service definitions and to leave specific brand names outside the 

definitions. This is not a problem during the evaluation and negotiations phase, but 

afterwards during the administration of the contract. It can influence the price 

discussions in case of expansion of the scope of the service. 

• To have a more precise description of the prime contractor’s responsibilities and the 

objectives of the City of Stockholm by choosing this form of contract. The contract 

was open to interpretations whether some services were part of the contract or not. 

This forced some of the new services to be procured separately outside of the 

contract. 

• Extra services expected to be a part of the contract should have been specified already 

in the advertisement of the procurement announced. 

 

Another aspect pointed out by Schildt (2007) that now there are coming up ready to use 

service packages on the market and the suppliers’ telecom service offers have interfaces 

closer and closer to the end-users. Schildt (2007) said: What we need is a systems integration 

service and information about what kind of information must be exchanged between different 

service packages. TietoEnator is both systems integrator and sub-supplier responsible for the 

IT segment. Another complication is that to the City of Stockholm TeliaSonera is just a 

supplier for TietoEnator TeliaSonera is a sub-contractor and at the same time it is their 

biggest client. 

 

There were some minor problems and this was a learning period for both the City of 

Stockholm and TietoEnator. There were two problematic areas: how the administrative 

system for telephony service43 should function and the transition of the administrative 

systems for telephony took longer than was calculated. 

 
                                                 
43 Administrative system consists for example in ordering of new fixed and mobile connections or telephone 
sets.   
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TietoEnator 

TietoEnator recognizes that they made one costly mistake since indirect invoicing caused 

VAT, which would have been avoided if the invoicing had been directly to the City of 

Stockholm. They did not fully appreciate the consequences of taking care of approx. 350 

invoices from TeliaSonera, to pay VAT and to invoice the City of Stockholm afterwards. 

Fortunately TeliaSonera brought down the number of invoices. 

 

There is a problem in defining what type of service they should deliver. One example is a 

learning platform for cooperation between pupils, teachers, parents and school management 

that was offered to primary schools. When secondary schools wanted just to get the same 

service, it was impossible and a new procurement had to take place as this service was 

specified only for the primary school. 

 

Knutsson (2007) pointed out that The City of Stockholm (administration), they were very 

professional. They carried out the procurement in a very good way. Nobody appealed to the 

court and that is unusual for this class contract. It was none. 

 

Prime contractor approach 

The City of Stockholm and TietoEnator have somewhat different views on the future 

importance of prime contractor’s contracts. 

 

TietoEnator sees many other local communities and authorities starting to procure in the 

same way as the City of Stockholm. Many users want to measure availability at their 

workplace instead of the output of the data production site before the service has passed 

WANs and LANs on its way to the end-users.  
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Schildt (2007) is not certain that the approach using a prime contractor will be the most 

commonly used. If you have a contract of this dimension, it is almost impossible not to have 

some suppliers and contracts outside of the signed main contract. If the service is not 

delivered correctly and/or timely, operating the system becomes extremely difficult.  He 

points out that are other types of contract management’s models. Some of the models are of 

the collective contract type towards the SLA44 and some are using scored cards approach45.   

 

                                                 
44 Instead of having meetings with all the suppliers to find out in case of any problem or error is responsible, the 
suppliers have to find out it between themselves and pay to the customer penalties. 
45 The weakest link in the chain of suppliers is pointed out and if it happens several times it is difficult to face 
other suppliers in the common meetings. 
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Annex 1:Interviews (2005 – 2007)  
 

The interviewees: 
Lars Berg – former CEO of Telia, Mannesmann, and chairman of Net Insight   

Per-Olof Gustafsson – former representative of the City of Stockholm for cooperation with 

STATTEL and procurement of telephony and Deputy Chief Executive Officer at Stokab 

Inger Höglund – employed by Statskontoret and member of the STATTEL project team, 

responsible for administration of STATTEL telephony contracts, currently employed by 

Verva and responsible for telephony procurements for the Swedish public sector 

Nils Knutsson – Market Director, TietoEnator, Sweden, with responsibility for the public 

sector 

Sylwester Marat – former technical project leader for STATTEL data procurement at Tele 

2, and sales manager for Nordic countries at E-quant.  

Ann-Marie Nilsson – former director general of STATTEL, former secretary general for 

Swedish IT-Commission, former CEO for IT-företagen (Swedish Association of IT-

enterprises), member and chairman of IT/telecom department of Swedish Academy of 

Engineers, and member of several boards. 

Björn Norrbom – former CEO of Megacom, Telia, and member of several boards 

Lars Persson – former CEO of Global One, and go-in CEO for start-up enterprises  

Bengt Rapp – formerly responsible for telephony for the City of Stockholm 

Jan Rydh – former chairman of STATTEL-delegation, former county governor of 

Västmanland, and chairman of several governmental commissions 

Stefan Schildt – responsible for IT procurement at the City of Stockholm 

Jan-Erik Schreither – former project leader for STATTEL telephony procurement at Telia 

Anne Serving – responsible for telephony and IT procurements at Stockholm County 

Council 

 1



Interview questionnaires 
 

STATTEL and SOTIP case studies 

Example of interview questions: 

 

1. STATTEL’s procurements got at the time a lot of publicity. Describe STATTEL’s 

importance: 

- During its existence 

- Directly after dissolving 

- After a few years time 

 

2. The  STATTEL-delegation was dissolved in 1996 and the administration of the contracts 

was moved to Statskontoret.  

- What were the consequences of this decision? 

- Was it the right decision? 

 

3. One of the STATTEL's projects was SOTIP. 

- What role did it play during STATTEL's time and for STATTEL's procurements? 

- Is there any need of SOTIP or a similar model today? 

 

4. One of the most important points in the STATTEL's program was procurement of services 

instead for building own networks. 

- What kinds of difficulties are generally present in service procurement? 

- What kinds of difficulties (if any) characterize service procurement? 

- Is there any difference in procuring telecom services by a private company or an 

agency? 

- Could a model such as SOTIP be of help in procuring telecom services? 

 

5. What role does RfP (Request for Proposal) play for a successful procurement? 

 

6. What role does the possibility to negotiate during the procurement process play in order to 

achieve a good contract? 
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7. Any additional comments, reflections. 

 

 

The City of Stockholm case study 

Interview questions for the City of Stockholm: 

 

1. What were the main reasons to procure ICT as an integrated service? 

2. Have you been inspired by some Swedish or foreign examples? 

3. Procurement: 

a. How was the situation before the procurement? 

b. How long time did it take to develop the RfP? 

c. How many people have been involved in the procurement process and how 

was the procurement organization structured? 

d. What was the opinion towards the procurement? 

e. Did you have any problems, opposition against the integrated services 

procurement and the way this service was procured? 

f. What type of procurement was this procurement? 

g. How many offers were received? 

h. Why did TietoEnator win the contract? 

4. Reactions: 

a. Internal 

b. External 

c. Press information 

5. Are you satisfied with the results? Is there anything that you would have done differently 

today? 

6. Do you think that the City of Stockholm procurement is a trendsetter? 

7. Any additional comments  

 

Interview questions for TietoEnator: 

 

1. What do you think were the main reasons fort he City of Stockholm to procure ICT as an 

integrated service? 

2. Procurement: 

a. Why did you make an offer? 

 3



b. How difficult was it to prepare your offer? 

c. How much did it cost to prepare your offer? 

d. How many people were involved in the procurement process and how was the 

procurement organization structured?  

e. Are you happy with the conditions in the contract? 

f. Is there anything that you would have done differently today? 

3. Why do you think you were chosen and won this contract? 

4. Did this procurement generate other contracts:  

a. The public sector? 

b. Private enterprises? 

5. Any additional comments 
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