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Abstract: 

 

 

The expansion of European union has posed vital changes in the European community as 

countries have erased their borders for their eastern neighbours and actively involved 

themselves in mutual business activity. Free movement of labour and service has taken place, 

and though some Western countries have posed obstacles for the further integration, the trend 

is currently occurring. In this paper we will try to take a closer look at the labour and service 

movement in Sweden and cover different views from different parties – EU, Swedish trade 

unions, business companies that would share their perspectives on the issue. 
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1. Introduction 
 

This part of the thesis is aimed to provide the reader with background information of the 

thesis topic and a discussion about the thesis problem and purpose as well as the research 

questions, delimitation and disposition. 

 

1.1 Background 
 

The continuous relationship of individuals, companies and nations through globalisation has 

caused firms to move out of their domestic market on to the international stage to gain 

sustainable competitive advantage (Porter, 1985) And so in today’s fiercely competitive 

global marketplace, there’s little margin for error, yet for taking time to plan your activities, 

especially for high-cost international producers (TIME magazine, 2005).  

 

The internationalisation process is manifested in a number of different ways – it can be seen 

in the establishment of foreign subsidiaries, in international joint ventures, in licensing 

agreements, in international advertising campaigns, in international trade, exhibitions and a 

multitude of other events and actions, and even in cross-border labour movement (Johanson 

and Vahlne, 1990).  

Since the day of creation, the European Union (EU) was a family of democratic European 

countries, committed to working together for peace and prosperity as an organization for 

international cooperation (www.europa.eu.int, 2005-11-02). This was the start of one of the 

most important markets in the world. 

The historical roots of the European Union lie in the Second World War, when the idea was 

born because Europeans were determined to prevent such killing and destruction ever 

happening again. In the early years, the cooperation was between six countries (Belgium, the 

Netherlands, Luxembourg, France, Germany and Italy) and mainly concerning trade and the 

economy. Now the EU embraces 25 countries and 450 million people, and it deals with a 

wide range of issues of direct importance for everyday life (www.europa.eu.int, 2005-11-

02). 
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The union has created unique atmosphere for the existing companies, accordingly. With 

ever-changing conditions of modern business society, where no boundaries exist, and no 

market is segmented, the companies are no longer available to stay homogeneous. They are 

not even clichéd like a “French” company or a “Swedish” company no more, they have their 

origins, keep their roots, but other than that – they are global players in this global market.  

So, have the unification of EU created positive business conditions for companies? Do they 

benefit from being able to stretch easily across 25 countries as easily as expanding to the 

neighbouring city? Has the integration of markets been too rapid? Too static? Does 

positivism of current changes overlap the negative aspects? 

A part of the benefits from the European integration is the free movement of labour and 

service throughout the States members of EU community. Sweden’s positions regard that the 

trade unions of the industrial sector with transnational production structures were in favour, 

arguing that this was the only way to regain control over transnational capital and 

international financial markets lost at the national level. On the other hand the unions of the 

public sector opposed membership, maintaining that accession to the EC undermined the 

Swedish model with its policies of full employment and generous welfare provisions (Bieler, 

1999). 

 

These benefits can have some difficulties, rivalry and consequences that can affect business 

society from local perspective. A recent case of a Latvian construction company operating in 

Sweden can be brought as an example – since the autumn of 2004, several of such Latvian 

construction firms have been affected by the Swedish Building Workers’ Union’s boycott of 

the construction services market. The unions believe that Latvian firms doing jobs in the 

Swedish market are paying their workers lower wages than is permitted in Sweden. The 

attitude toward the Latvian firms has generated a broad resonance and revealed that 

implementing the free movement of services and labour is not a simple process 

(www.eiro.eurofound.ie, 2005-11-04). 

 

The Latvian company's refusal has raised the question of whether foreign workers should be 

forced to sign up to Swedish closed shop agreements or whether that would be a restriction on 

free movement of labour – and the case is now moved to Supreme Court in Brussels for the 

final decision. (www.thelocal.se, 2005-11-11). 
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1.2 Facts of Sweden - EU relation 
 

Sweden had very interesting relationship with European Union integration. Throughout its 

post-war history, Sweden had rejected membership in the European Community (EC). The 

Social Democratic Party (SAP), in power for most of the century believed that the EC 

threatened to undermine Sweden’s independence and sovereignty and thus, neutrality (Huldt, 

1994). Additionally, it was argued that the Swedish welfare system was superior to those of 

the EC members. ‘Accordingly, Swedish involvement in the political integration of the EC 

would harm rather than sustain its capacity to pursue a welfare program based on the 

principles of equal rights and advanced state intervention’ (Jerneck, 1993). On October 26th 

1990, however, in a dramatic turn-around, the SAP government announced its intention to 

apply to the EC for membership as one point in an economic crisis package. The severe 

economic crisis, which hit Sweden early in 1990, would leave no alternative to membership 

and its neo-liberal economic policy embodied in the Internal Market and the convergence 

criteria of the Economic and Monetary Union (EMU). After successfully completing 

negotiations in the spring of 1994, and a yes-vote in the referendum on membership in 

November of the same year, Sweden acceded to the EC on 1 January 1995 (Bieler, 1999). 

 

The Swedish trade unions, traditionally against membership, supported the SAP position. EC 

was perceived as a project by catholic conservatism as ‘big capital’, which would undermine 

Swedish achievements of full employment and a generous welfare state (Bergquist, 1969). 

But Andreas Bieler (1999) argues that this claim is incorrect. The trade unions were taken 

totally by surprise by the SAP decision and were embarrassed about having been excluded 

from the process leading to the decision. Secondly, while there had been a change in the 

position on EC membership within the labour movement after the SAP announcement, it was 

anything but unanimous. The trade unions of the industrial sectors with transnational 

production structures were in favour, but the unions of the public sector opposed membership. 

We tried to take our investigation on the issue to shed some more facts to the situation prior to 

the entrance to the EU community and after the years of experiencing the single market state.   

 

 



 

4 

1.3 Problem discussion 
 

After the induction of 10 additional (mostly Eastern European) countries to the European 

Union, it has faced issues never experienced before: the Western Europe, once secluded in 

itself, meeting developing but still vulnerable and downbeat Eastern countries with 

transitional economies and receiving the shift towards cheaper products and labour forces 

effecting their economies.  

 

As early as on October 15, 1968 the European Council Regulation has passes an act on 

allowing the free movement of workers within the Community. Later on, several amendments 

have been added to adjust and enhance the regulation, regarding the issues of social security 

and political reformations. The act stands for providing the equal rights for all Union citizens 

to enter another member state by virtue of having an identity card or valid passport, and 

moreover, any national of a member state is entitled to take up and engage in gainful 

employment on the territory of another member state in conformity with the relevant 

regulations applicable to national workers. The state citizens must be entitled to the same 

priority as the nationals of that member state as regards access to available employment, and 

to the same assistance as that afforded by the employment offices in that state to their own 

nationals seeking employment, his recruitment may not be dependent on medical, 

occupational or other criteria which discriminate on the grounds of nationality 

(www.europa.eu.int, 2005-11-12) 

 

Thus, the question of free labour and service movement is one of the highly debated issues in 

EU at the moment with various programs implemented, conferences and meetings held. With 

eliminating national borders, the Western Europe is still very reluctant to allow cheap labour 

of the Eastern countries to enter their markets. Countries understand that strong regional, 

national and local unions are needed to promote quality public services (www.world-psi.org, 

2005-11-11).  

 

The West-East dialogue is being hotly discussed to bring order and stability on the issue at the 

moment. The news on TV are crying out more and more occasions of labour violations, the 

same as the newspaper reports: health workers who emigrate from Hungary don’t know they 

can demand the same salary for the same job in France (and even same social protection), 
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Serbian painters working half-price in Sweden, and hundreds of other similar examples that 

clearly state that the situation has to be changed. We have contemplated the views of Swedish 

labour unions in order to establish the core Swedish vision on the issue and grasp the inner 

outlook from our set of observations, also we took a business point of view, from an interview 

with a Swedish company with foreign labour hand, in order to establish the precise 

suggestions for the improvement of the competitive strategies of Swedish companies. 

 

According to our area of interest in this topic, we have centred our thesis to these three 

research questions: 

 

1. How does the free movement of labour and services in EU States affect the 

competitive strategies of Swedish Companies? Does it affect their international 

business performance? 

2. What are the consequences of this “phenomenon”1 in the Swedish companies’ 

development? What does it mean for Swedish Business Society? 

3. How do the Swedish Trade Unions see this “phenomenon”? What is their opinion? 

 

1.4 Purpose 
 

The purpose of this thesis is to describe three different angles and point of view of the free 

labour and service movement in the European Community from the Swedish perspective, and 

analyse whether it would help to improve Swedish economic performance. In our thesis we 

attempted to take a deeper look at the situation around the free movement of workers – its 

establishment, present and future affects towards the European – and even more closely, 

Swedish – economy.  

 

1.5 Aim 
 

In means of this research, our results were conducted towards the reasoning of a new structure 

on competition for Swedish companies regarding European Union’s free movement of labour 

force and services. 

                                                 
1 We decided to use this word, phenomenon, because we saw the importance of this topic and the great impact 
on society, and phenomenon for our understanding is an important event in everyday life. 
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1.6 Delimitation 
 

In the wake of the EU's enlargement, citizens across the 25 member states are struggling to 

find out the country-specific regulations on their employment rights. For now, EU-level and 

national regulations remain largely unpublished and contradictory (www.euractiv.com, 2005-

11-10).  

 

Due to the time boundaries set for the assignment we have limited our research to opinions of 

several trade unions (LO, TCO) and one specific local company (Botrygg Bygg AB) that has 

been in construction business hiring the foreign labour to provide its services.  

 

We contacted several organizations by electronic mail from the public to private sector, from 

several cities in Sweden and in Europe, but unfortunately most of the contacted people 

redirected our efforts to another person, which at the end replied late for our timing or didn’t 

replied at all as you can see in the summary of Appendix III. We think that taking into 

consideration the government’s opinion or some external politics opinion would embraced 

perfectly our chosen point of views, but unfortunately for timing and bureaucracy we couldn’t 

include into this project. 

 

Also, we believe that choosing a company from the construction sector is a good 

representation for the service sector since is one type of organizations that is involved in this 

kind of situations; it can be compared to the manufacturing sector but that sector is more 

likely to be outsourced rather then to hire people into the company.  

 

In addition, the newest information related to this topic is also presented, but as the reader 

could read above, the status is changing rapidly we aimed to specify all our data, outcomes 

and results for one specific personal conclusion. 

 

Although we limited our study, we attempted to make an analysis and carry out the 

recommendations that would be useful for Swedish companies performance connected to new 

competitive strategies in the globalise market, even if it was only one specific company that 

we have worked closely on.  
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1.7 Thesis disposition 
 

Chapter 1: This chapter contains: the introduction and background on the study, the purpose 

of the thesis and the questions that were studied. 

 

Chapter 2: Here we gave our view on methodology, interpretation and science.  

 

Chapter 3: In this chapter we presented the theories that we have chosen to work with in this 

thesis. 

 

Chapter 4: Empirical part of our work contains of practical findings on the research topic: 

interviews with several workers at the Swedish trade unions, interview with the 

relevant local company and material concerning the views of EU on research 

question 

 

Chapter 5: Once practical material is listed, the analysis of research topic was carried out 

 

Chapter 6: General outcomes are discussed, research questions answered, recommendations 

and the authors give further research instructions. 
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2. Methodology 

 

In a thesis there are 3 major cornerstones that need to be presented to the reader in order to 

understand it: the problem, the method(s)/frame of reference and the results/analysis. 

Methodology is important for any research paper or project because it establishes the way the 

author(s) will work and present the data; it structures and limits the findings. 

 

The methodology of the thesis is presented to illustrate the reader with scientific methods that 

were practiced in the development of this paper by concepts and procedures. This chapter 

provides the idea of how to perform the scientific approach with the tools collected by the 

empirical data, applying its validity and reliability of the outcome. 

 

We want to use this chapter as an instrument to analyse a situation or a problem and create 

knowledge from it; therefore we can present to the readers a route for the understanding of 

what is written.  

 

2.1 Research type and approach 
 

A research approach determines to the researcher the statements about the purpose of 

research. The approaches may differ from the point of departures of the thesis; each approach 

suggests different models, theories, questionnaires, etc. Research is often thought of as a 

process, i.e. as a set of activities unfolding over time (Gharry & Groundhog, 2002).  

 

There are two main types of approaches for the research conduction: the positivistic 

approach, which establishes consistent scientific facts; and hermeneutic approach, which 

interprets the subjective drawing to the researching topic.  

 

The positivistic approach is focused on objective and quantifiable information based on 

experimentation and scientific findings (Merrian, 1998). The hermeneutical study can be 

related to the circle of interpretation that is created by investigators or researchers like 

everyone else. It is not a matter of manipulation and control, particularly via method, but 

rather it is a question of openness and dialogue (Denzin & Lincoln, 1994). 
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We believe that our project required more the hermeneutic approach to itself since it is needed 

the subjectivity in proper interpretation of collecting information, with the terms of our own 

thinking and understanding regarding the viewed issues. Therefore, the information presented 

in this paper has been defined or limited through the comprehension of a value system, 

feelings and the motives that caught our interests in the first place in order to develop this 

topic. 

 

Our topic’s pre-understanding came basically after the seminars carried out with our 

colleagues in the beginning of the writing. We had a wide topic selected and we wanted to 

research about European Union’s influence in the internationalisation of a company. Then it 

was suggested to read about a Swede’s debate topic related to a Latvian construction 

company, then we realized our interest and that there was uncertainty about the topic, 

therefore we started to contact possible interviewees related to it. We think that this process of 

selecting the topic affected somehow the interpretation of our data and remark some of our 

conclusions. 

  

On the conduction of a research it is presented two general approaches: deductive approach, 

where the propositions and statements are developed from the supportive theories; on the 

other hand, there is the inductive approach, which creates an assumption in a specific theory 

through the practical data that was used. Generally, deduction draws conclusions through 

logical reasoning and induction draws general conclusions from empirical observations 

(Gharry & Groundhog, 2002).  

 

We were using in the project the deductive approach since we found it more accurate for our 

practical research. Through the theories and knowledge acquired we have drawn general 

directives in a proper measurement, in other words, we tried to give a better understanding 

and create awareness of the topic since we realized that society isn’t well informed. Also, we 

wanted to propose some recommendations to overcome the situation, therefore the collected 

data was acquired by us and then presented as knowledge, mainly this is why we used 

deductive approach. 

 

We used established models (see chapter 3) to refer the theoretical framework of our research 

to design a strategy to test our principle problem described before. 
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With the models, we looked upon principles for the notion of free labour and service 

movement and its effect to the EU community in general, and Swedish business society, in 

particular. Also, we observed various materials from such trade organizations as TCO, LO, 

view EU’s legislation perspective on labour and service movements, and we conducted an 

interview with a local company, Botrygg Bygg AB, that has came across these vital issues 

(see chapter 4). 

 

2.2 Type of Method 
 

By method we take the following definition: principles and procedures for the systematic 

pursuit of knowledge involving the recognition and formulation of a problem, the collection of 

data through observation and experiment, and the formulation and testing of hypotheses 

(www.tangents.home.att.net, 2005-12-05). In other words, it regards data collection of 

historical review and analysis, surveys, field experiments and case studies.  

 

There are two types of methods recognized in the research field: qualitative and quantitative. 

When basing the selected research on a quantitative method, the authors mostly rely on the 

numbers and statistical data to carry out the analysis. The qualitative method, on the other 

hand, deliberatively gives up on quantity in order to reach a depth in analysis of the object 

studied, using different techniques doing so (Gharry & Groundhog, 2002).  

 

The qualitative method is suiting our research in combination with quantitative data for the 

researching fields in order to create the most appropriate approach. The usage of qualitative 

method helped us to understand the meaning of the numbers generated by quantitative 

methods, such as the quantitative data collected from EUROSTAT (official European 

statistics agency). 

 

The qualitative interviews are an example of this type of method, in other words, interviews 

that represent qualitative information for our research. It is also any kind of research that is 

not related to statistical procedures or quantification. Qualitative research is multi-method in 

focus, involving an interpretive, naturalistic approach to its subject matter. This means that 

qualitative researchers study things in their natural settings, attempting to make sense of, or 
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interpret, phenomena in terms of the meanings people bring to them (Denzin & Lincoln, 

1994).  

 

All qualitative approaches to program evaluation are distinguished by their preferences for 

qualitative methods, including open-ended interviews, on-site observation, participant 

observation and document review. As important, or even more important, methods choices 

must match the information needs of the identified evaluation audiences (Denzin & Lincoln, 

1994).  

 

2.3 Data sources 
 

There are more relevant data available than most researchers would believe (Gharry and 

Grönhaug, 1995). In this respect, researchers need to look at several sources for data 

availability on the topic/area of study in question (Denzin & Lincoln, 1994). 

 

There are two data collection techniques that are involved in research: primary data and 

secondary data. Primary data collection is a method in which data is gathered for first time 

for any specific study, which includes the direct interviews (phone-calls, tête-à-tête interviews 

and e-mails to contact persons) and observations, which would be interpreted in our own 

understanding and presented in our analysis. In contrast, secondary data collection methods 

are linked with collection of data from already existing study. It is a kind of data that is 

obtained from magazines, journals and related literature of previously conducted studies 

(Smith, Thorpe & Love, 2001). 

 

Primary data mostly gathered for the task at hand, whilst secondary data has been collected at 

a prior occasion for some other purpose. The advantage of secondary data is that it is quickly 

gathered and that the cost of gathering it is relatively low. Its disadvantages, however, might 

be viewed as less recent and not quite as relevant as primary data.   

 

For our thesis, we used both primary data and secondary data sources, where primary data 

would consist of direct interviews (meeting in person), and got interpreted in our personal 

understanding and presented in the analysis. The secondary source data, consisting of 

information from websites, research books, relevant articles and journals, annual reports, and 
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other related materials at some points were also paraphrased in our way of comprehension but 

we tried to stay away from misinterpreting and did our utmost to keep the initial meaning. 

 

2.4 Type of study 
 

Qualitative evaluations, as we mentioned before, use qualitative and naturalistic methods, 

sometimes alone, but often in combination with quantitative data. Qualitative methods include 

three kinds of data collection: (1) in-depth, open-ended interviews; (2) direct observation; and 

(3) written documents (www.wmich.edu, 2005-12-23).  

 

To study our main topic, since it is a matter of the Swedish Business society, we decided to 

select and interview different sides of the issue. Interviews are particularly useful for getting 

the story behind a participant's experiences. The interviewer can pursue in-depth information 

around a topic. Interviews may be useful as follow-up to certain respondents to 

questionnaires, e.g., to further investigate their responses. Usually open-ended questions are 

asked during interviews (www.managementhelp.org, 2005-12-22). Open-ended interview 

questions and probes yield in-depth responses about people's experiences, perceptions, 

opinions, feelings, and knowledge. (www.wmich.edu, consulted on 2005-12-20). 

 

2.4.1 Selection of interviewees 
 

We have decided to work in close partnership with Swedish Trade Union Confederation (LO 

– Landsorganisationen i Sverige) and TCO (Tjänstemännens Centralorganisation – The 

Swedish Confederation of Professional Employees) since their operations perfectly suit the 

area of our present interests. We were able to establish contact with Ms. Monika Arvidsson 

from LO (lead specialist in economic and labour policy, employment rights and equal 

opportunities) and two persons from TCO – Mr. Thomas Janson (Senior Political Advisor) 

and Mr. Mats Essemyr (Research Officer). We have held very successful interviews with all 

of the above gathering valuable information for the empirical part of our work (please see 

chapter 4). 

 

In order to gather more empirical data and represent different views on the discussed topic, 

we have tried to contact the representatives of other Swedish trade unions, labour court (both 
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Swedish and European), official Swedish and EU legislation offices, but we either never 

heard from them, or they would reply with rejection to our request, stating the lack of time for 

conducting interviews (apparently, the end of the year is the busiest time when the officials 

cannot risk their valuable time for such activities). (please, refer to Appendix III at the end of 

the thesis). 

 

In order to decide the interviewees, we sent emails to Swedish trade unions since we wanted 

to take that point of view and we had a reply from three of them, also because of the timing 

we just narrow it to two major trade unions, and those people that we chose were the most 

competent according to what the first contact reply. 

 

We also conducted an extensive interview with a local company, Botrygg Bygg AB, which 

has come across the question of free labour and service movement in order to establish the 

company-side view on these issues. The interviewee, Mr. Michael Cocozza, the CEO of the 

company, has been very eloquent in his replies, trying to act as a representative for the whole 

industry of construction workers rather than just the head of a small company of his. We had a 

suggestion from our supervisor to take two Swedish companies with foreign workers and we 

could contact only one, Botrygg Bygg AB. Those organizations and companies were the most 

suitable for our purpose, since the construction industry faces the biggest flow of workers 

from outside into the country – with the number of foreign companies presenting services in 

this sector rising higher each year.  

 

From interviews taken we could ascertain our conclusions and give the proper 

recommendations from the investigation we have conducted. Through different tools of 

research – such as personal interviews (semi-structured), analysis of various data collected – 

primary and secondary data – we have tried to draw our results in most optimal way.  

 

2.4.2 Conducting the interviews 
 

Before conducting the interviews, first, we had to establish the area of our interest, and thus, 

prepare the questions by reviewing materials about our subject matter.  
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By contacting in English LO and TCO by electronic mails, and Botrygg Bygg AB by 

telephone, we could prepare for the place, date and time of the interviews very efficiently, 

since we were in different cities or with different schedules, and we had a clearer view on 

what we would be asking.  

 

We tried to hold multiple interviews to gather as much information about currently stormily 

discussed topic of free labour and service movement and all the factors standing behind it, to 

be able to receive a clear and proper view on this subject for further development of our 

thesis. We made the interviews face to face (interviews with LO and TCO were conducted at 

their headquarters in Stockholm, with Botrygg Bygg AB – at their main offices in Linköping) 

and we were able to record those interviews in a MP3 recording device for a better 

understanding of the gather information later on. 

 

There are generally three types of interviews – structured interview, semi-structured interview 

and unstructured interview. In structured interview, the questions are previously set and there 

is no flexibility in moving around with the answer or changing the structure of the questions 

asked. In the semi-structured interviews the questions are also pre-verified, but could be asked 

(and answered) in more flexible way. Unstructured interview gives the interviewees the total 

freedom in answering the questions in broader scene of discussion (Kvale, 1996).   

 

In our thesis, however, we were using the semi-structured interview process with our 

respondents. We have pre-established the list of questions, but we didn’t want to push for the 

answers we wanted to hear or to limit our respondents in any way possible, so we have 

decided that only leading questions are asked for the verification of the answers; otherwise, 

absolute freedom was given to the respondents for answering. We prepared a questionnaire 

(See appendix I) prior the interview to assure that we were prepared to succeed with 

collecting the data needed for our purposes. However, the questionnaires have the same basic 

questions and at the end vary in each one because we knew about the organizations prior the 

visit and we then knew what the kind of organization was it and how we could achieve our 

goal. Also, as the interviews dragged on, we were able to lead the flow of the meeting with 

additional questions we asked the interviewees, which explains the differences between the 

questionnaires in the appendix at the end.  
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After we completed the thesis, we sent the preliminary copy to the interviewees for reading 

and approving the interpretation of facts and analysis of information they have shared with us. 

It has nothing to do with any restrictions that might have been imposed to us from our 

interviewees, but rather a question of ethics and morality. Since we are business students, it’s 

still the matter of misinterpreting some quotes or sayings of our interviewees so their 

willingness to assist us throughout the writing process would help eliminating this kind of 

troubles. 

 

2.5 Validity and Reliability 
 

When carrying out the research, any author might run the risk of perversion and 

misinterpretation. In order to achieve a high standard quality study the writers must ensure the 

right answers to the study questions. A proper conduction of the study depends on how good 

the study design is prepared, which would reflect on how valid and reliable the measurement 

of factors and results of interest (Gharry & Groundhog, 2002). 

 

In our research we tried our utmost to keep our work reliable and our statements valid with 

support on our collected data that is saved for backup. However, some interpretations we 

might have made could be viewed as our own judgment to the case situation and thus, cannot 

be proven by authoritative powers. These would be our own analysis of the facts that we tried 

to keep as reliable as possible. 
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3. Frame of reference 
 

In this chapter of the thesis we present concepts and theories in order to build a structured 

idea for the reader for the understanding of the empirical chapter and our analysis. First, we 

give an introduction of the specific theories used in this paper and how they are related to the 

research topic. Second, the applied models are explained in more detail, so it is created a 

theoretical framework in relation with upcoming analytical part. 

 

3.1 Competitive strategy of nations 
 

Why do some social groups, economic institutions, and nations advance and prosper? This 

subject has fascinated and consumed the attention of writers, companies, and governments for 

as long as there have been social, economic, and political units (Porter, 1990). And while 

most of the studies have generally been concerned about the competitiveness of companies, 

the last two decades have finally seen a slight shift of the direction, with the biggest business 

analysts and strategic think-tanks starting to work on the this subject from national 

perspective.   

 

Porter himself has also got involved in this type of research when he was appointed by Ronald 

Reagan to the President’s Commission on Industrial Competitiveness, a group of business 

executives, labour leaders, academics, and former government officials charged with 

examining the competitiveness if the United States. What became clear to the commission and 

Porter in particular is that there was no accepted definition of competitiveness. To firms, 

competitiveness meant the ability to compete in world markets with a global strategy; to 

Congress, competitiveness meant that the nation had positive balance of trade; to some 

economists, competitiveness meant a low unit cost of labour adjusted for exchange rates 

(Porter, 1990). 

 

Having said this, however, Porter has developed strong conviction that the national 

environment today does play a central role in the competitive success of firms. But they must 

understand what is it about home nation that is most crucial in determining its ability, or 

inability, to create and sustain competitive advantage in international terms (Porter, 1990).  
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There has been no shortage of explanations for why some nations are and are not competitive. 

With various justifications, most recently many have argued that competitiveness is most 

strongly influenced by government policies. Another popular explanation for national 

competitiveness is differences in management practices, including labour-management 

relations, which are hard to generalize. Unions, states Porter, are very powerful in Germany 

and Sweden, with representation by law in management (Germany) and on boards of directors 

(Sweden). Despite the view by some that powerful unions undermine competitive advantage, 

however, both nations have prospered and contain some of the most internationally pre-

eminent firms and industries of any country. 

 

3.1.1 Determinants of national competitive advantage 
 

Firms, not nations, always mentions Porter, are the ones that compete in international 

markets, thus, people must always understand how firms create and sustain competitive 

advantage in order to explain what role the nation plays in the process. 

 

During the 1980s Porter was much into researching and evaluating the company level of 

competitive advantage and competitive strategy, which he has marvelled in his previous 

works. Such concepts like competitive advantage of generic strategies (cost leadership, 

differentiation or focus); company’s value chain that determines the production process and 

value system (supplier value chains – firm value chain – channel value chains – buyer value 

chain); five competitive forces that determine industry competition (threat of new entries – 

bargaining power of suppliers, bargaining power of buyers, threat of substitute products or 

services – rivalry among existing competitors) – all are still fresh and highly applicable in 

modern business world.  

 

In general, classical theories of international trade propose that comparative advantage resides 

in the factor endowments that a country may be fortunate enough to inherit. These factor 

endowments include land, natural resources, labour, and the size of the local population. 

However, Porter argued that a nation can create new advanced factor endowments such as 

skilled labour, a strong technology and knowledge base, government support, and culture. 

Porter used a diamond shaped diagram (that was later acclaimed identically – “Porter’s 

diamond”) as the basis of a framework to illustrate the determinants of national advantage, 
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representing the national playing field that countries establish for their industries 

(www.quickmba.com, 2005-11-16). 

 

To address the question of why does a nation achieve international success in a particular 

industry, Porter have highlighted four broad attributes of a nation that shape the environment 

in which local firms compete that promote or impede the creation of competitive advantage 

(see figure 1):  

 
Figure 1. Determinants of National Advantage (www.quickmba.com, 2005-11-16) 
 

1. Factor conditions – the nation’s position in factors of production, such as skilled 

labour or infrastructure, necessary to compete in a given industry 

 

2. Demand conditions – the nature of home demand for the industry’s product or service 

 

3. Related and supporting industries – the presence or absence in the nation of supplier 

industries and related industries that are internationally competitive 
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4. Firm strategy, structure, and rivalry – the conditions in the nation governing how 

companies are created, organized, and managed, and the nature of domestic rivalry 

(Porter, 1990) 

 

The determinants, proclaims Porter, individually and as a system, create the context in which 

a nation’s firms are born and compete. The availability of resources and skills necessary for 

competitive advantage in an industry; the information that shapes what opportunities are 

perceived and directions in which resources and skills are deployed; the goals of the owners, 

managers, and employees that are involved in or carry out competition, and most importantly, 

the pressures on firms to invest and innovate (Jaikumar & Bohn, 1989) 

 

For this topic of our thesis we open the possibility to suggest a common willingness to build a 

business nation awareness of the free movement agreement in labour and services. 

Specifically the Swedish business society could realize the importance of this step in the 

European Union treaty, and the entire view of this situation, so the companies can take the 

advantages of this “new business community”. That is the main reason we chose the Porter’s 

Competitive Strategy of Nation for this thesis, as it is more explained in the Analysis chapter. 

 

We also had difficulties in finding relevant research books for that matter since the issue has 

arisen attention only in recent years, and no extensive research has been conduction (to our 

knowledge). What we were able to find were numerous journals and magazine articles 

regarding the issue, which we used throughout the thesis. 

 

3.1.2 Government role 
 

No managerial system is universally appropriate. Nations will tend to succeed in industries 

where the management practices and modes of organization favoured by the national 

environment are well suited to the industries’ sources of competitive advantage. Nations will 

succeed in industries where the goals and motivations set are aligned with the sources of 

competitive advantage (Porter, 1990).  
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Having described the determinants of national competitive advantage, a final variable is the 

role of government. Having the temptation of making it the fifth determinant, Porter believes 

it’s more of influential force for basic four determinants. Government can influence each of 

the four determinants positively or negatively, mostly helping these four aspects correlate and 

work in finer mode in a final outcome. 

 

 

3.2 Porter’s Five forces: a model for industry analysis 
 

If there is a necessity in having an Industry analysis, the most well known and structured is 

the five forces model created by Michael Porter in 1980. In figure 2 you are able to 

differentiate the five forces by illustrating the ongoing relations between them. These factors 

determine the profile of the industry and if it is profitable to participate in or not. What this 

analysis suggests is the importance of knowing very well your industry, the kind of industry 

you belong to, and because in that way you would know whom really your competitors are in 

order to create a strategy. Some of the additions to this model include a sixth factor that 

wasn’t considered in those days, the government role in the analysis. 

 

 
 

Figure 2. Porter’s Five Forces Model (www.brs-inc.com/porter.asp, 2005-11-28) 
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• The Potential Entrants refers to how easy or difficult is it for the new companies to 

enter and start competing and also mentions the existing entry barriers in that market.  

• The Threat of Substitutes tries to determine how easy is for a product to be 

substituted, with a new and improve product or at a lower cost. It is about new 

dimensions of competition and the ability of new ways of competing to displace 

existing ways, changing the value proposition. (McGee et al., 2005) 

• The Bargaining Power of Buyers is describing how strong the attitude of buyers is. 

The relative concentration of buyers, the less important is your product to the buyer; 

the more your product can be substituted by others, the less is your bargaining power 

and the greater is their bargaining power. (McGee et al, 2005) 

• The Bargaining Power of Suppliers This analysis is the same than the last one. It 

describes how important is the position of sellers, are they few? Is there a monopoly? 

• The Rivalry of Existing Competitors defines how the market’s competition between 

the players is. It argues that the competition will be harder if there are more 

competitors and if the products are more commodity-like. 

 

We analysed the importance of the preparedness of a company when its market situation is 

changing so it could create a proper strategy for the situation and obtain the most benefits 

possible. We decided to include the Michael Porter’s Five Forces analysis to enhance the 

knowledge of the real market and to suggest how it can be used with the present situation in 

Swedish and the European Union’s markets, as it is explained in the Analysis chapter. 

 

3.2.1 Criticism of Five Forces Model 
 

Other academics and strategists with criticism have repeatedly challenged Porter’s 

framework. One of the key stones thrown at model considers the fact that have stated that 

three dubious assumptions underlie the five forces: that buyers, competitors, and suppliers are 

unrelated and do not interact and collude (Coyne & Subramaniam, 1996); others like Downes, 

have stated that though the theory is still applicable it has become just one tool from the 

manager’s toolbox. This tool is no longer the only or the most important tool, but it is not 

obsolete either, rather it should be used in company with new and traditional management 

techniques in order to gain the most comprehensive picture. Downes also implies that Porters 
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models focus too much on the economic conditions of their era of origin, therefore, their 

viability is limited under changed conditions (www.themanager.org, 2005-12-06).  

 

Although the criticism is fresh on the model in our days, we find these claims are not effortful 

in our particular study. We were trying to define the labour and service market in Sweden to 

this date, and though 5 forces are static, all we needed is the present situation – and none other 

model could work better for our analysis than Porter’s. For our research to stay relevant the 

analysis has to be carried out on regular basis, since the labour and service markets are ever 

changing at this stage of integration. We based our Analysis (See Chapter 5) in Porter’s five 

forces model because is well organized and we thought we could write the information and 

knowledge in a better order. 

 

We are well aware of both strength and weaknesses of Porter’s models, but as we have 

clarified our intentions, we were not trying to take a long-lasting look at the industry of labour 

and services, since its changing rapidly and unpredictably along the time. What we have tried 

to accomplish is take a view on the current situation of labour and service market, how is it 

shaping up, what rules the present trends, and where possible it might be heading. To fulfill 

all that, as we believed, Porter’s 5 forces can do the best – since it highlights exactly what is 

the situation of today, shows the present condition. We understand that the model in itself is 

stagnant, and knowledge attained today might not be the truth for tomorrow, but since its hard 

to predict tomorrow for this sector, we have decided to concentrate our attention on the 

present day of the industry. 

 

3.3 Competitive strategy: Resource-Based View 
 

Strategy during the 80’s was basically related to the relationship between the external 

environment of the company and the strategy, and therefore it was the match an organization 

makes between its internal resources and skills, the opportunities and risks created by its 

external environment (Grant, 1991). This draws a general perspective for the Resource- Based 

theory. 

 

The Resource-Based view emphasizes on the resources and competences that are distinctive 

in the organization and are the base point of their marketplace positioning and profitability. 
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To understand more clear the idea of this theory let’s define resources and capabilities 

according to it: “Resources are the inputs into the production process, the basic units of 

analysis, i.e. capital equipment, patents, finances, brand, etc. Capability is the capacity for a 

team of resources to perform some task or activity” (Grant 1991). 

 

The relation is apparent, the resource is the firm’s capabilities and the capabilities are the 

competitive advantages of the firm. Hence, Grant in 1991 recommended a five stage 

procedure in order to give a framework to this theory: Analysing the firm’s resource-base; 

appraising the firm’s capabilities; analysing the profit-earning potential of firm’s resource and 

capabilities; selecting strategy; extending and upgrading the firm’s pool of resources and 

capabilities (Please see figure 3). 

 

It is suggested that the firm’s most important resources and capabilities are those which are 

durable, difficult to identify and understand, imperfectly transferable, not easily replicates, 

and which the firm possesses clear ownership and control (Grant 1991). These are the 

potential forms that the resources and capabilities from an organization will generate profits 

out of this perspective theory. 

 

We think that the companies today are facing a more aggressive market with competences and 

product’ substitute than in the pass couple of years. Europe is one of the most competitive 

markets, and internally is also competitive since the new States belonging to the European 

Union are presenting internal competence with their skills and capacities. We believe that this 

model comprehend the importance of realizing what an existing company has and use it to 

create core competences in its market. This is very directed to the already existing companies 

in Europe that are presenting competence in their internal market from the new member 

States. So, the EU-15 (first initial 15 states that formed the European Union) is able to design 

a new competitive strategy from their assets and their knowledge of the market, as this will be 

explained more in the Analysis chapter. 
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Figure 3. Resource-Based Approach to Strategy Analysis: Practical Framework (Grant, 1991) 

 

 

 

3.4 Internationalisation Process in a Global context 
 

3.4.1 International business 
 

International business has been in the academic field for a couple of decades, searching for 

methods, models and patterns that could draw a better way to implement business in other 

countries. To participate in this interaction between countries, industries and companies is 

inevitable. That is why this reference is necessary for the thesis in order to draw the idea of a 

huge market composed by different languages, cultures, and trade ideas, all together for the 

same goal: businesses between them and globally. 
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International business is the study of transactions taking place across national borders for the 

purposes of satisfying the needs of individuals and organizations. These transactions consist 

of trade, also called world trade, which is exporting and importing, and capital transfers – 

foreign direct investment (McGee et al., 2005). 

 

In the international context the trade and investment have several rules and procedures 

directed by bodies the help to create and set them and dispute them as well. For example, the 

Organization for Economic Cooperation and Development (OECD), World Trade 

Organization (WTO), and the General Agreement on Tariffs and Trade (GATT). In the 

Swedish context we have the Swedish Labour Court (Arbetsdomstolen), and a firm can have 

as an assessor the Swedish Trade Council (Exportrådet). 

 

3.4.2 Internationalisation process 
 

We take into consideration the internationalisation process related to its environment and a 

company’s actions; therefore the MNE (multi-national enterprise) has two areas of concern: 

its home country and its host country/countries. Welch and Luostarinen (1988) define 

internationalisation as follows: “... the process of increasing involvement in international 

operations”. 

 

There are many reasons why companies decide to go abroad: to increase the firm’s learning 

and international knowledge; to diversify its risks in different markets; to participate in to new 

and developing markets; access to low costs and spread your resources; to pursue 

competitors; to rise above international barriers to trade.  

 

It is taken the definition of McGee et al. (2005) for the internationalisation process: 

“Domestic companies go through a process of learning about foreign markets and minimizing 

the risks attached to them. Licensing, for example, gives access to the firm’s standardized 

products for distribution by third parties in new markets. Similarly, export gains access to 

markets initially through independent local sales agents. If this is developed largely enough 

the company could arrange its own sales force. It represents a stage at which direct contact 

with customers becomes possible with potential for customisation and differentiation. It also 
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results a local knowledge that could lead to direct investment in production and marketing or 

other. This FDI is what differs the MNE from a domestically rooted company”. Please see 

figure 4. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
Figure 4. The internationalisation process (McGee et. al, 2005) 

 

 

This process or model is the basic idea of how all the European countries began its 

international business with the neighbour markets, and also, this is the fundamental step 

where the European States saw the possibility of creating more commerce in a secure and 

easier way, of what we now know as the European Union. 

 

3.4.3 Strategies in the International Environment 
 

We take strategy as a definition of the competitive domains of the firm and the organizational 

context, a response to the complexity of external opportunities and threats, and internal 
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strengths and weaknesses in order to achieve sustainable competitive advantage (McGee et al. 

2005). 

 

It is defined four basic strategies according to McGee et al. (2005) that companies use to enter 

and compete in the international markets: multidomestic, international, global and 

transnational. 

 

- Multidomestic strategies: are country centred with extensive customisation for 

local markets and with an almost full set of value chain activities in each major 

market. There is transfer of skills and products developed at the home base 

with high importance of local discretion in order to meet local conditions. 

- International strategies: create value by transferring key skills, capabilities and 

products to local markets. High degree of differentiation developed in the 

home base and the local markets will realize this. Local differentiation is 

complementary to that from the center. Product development and R&D tends 

to be centralized in the home base, but other value chain activities are usually 

closer to market. Head office retains close control over marketing strategy and 

product strategy, and also exercises close financial control. 

- Global strategies: it focuses on increasing on increasing profitability through 

product standardization, and capturing the cost reductions that come from 

location economies, economies of scale and experience effects, and the 

organizational focus on procedures and processes that support low costs. High 

centralized, no local differentiation in marketing, global branding and 

“quality” positioning, along with or after their initial focus on low cost.  

 These strategies can create advantage only if they (McGee et al. 2005): 

change the economics of the industry; serve local markets better than 

the local incumbents; are hard to emulate; are sustainable; are capable 

of further development. 

- Transnational strategies: “Exploit experience-based cost economies and 

location economies, transfer distinctive competences within the company, and 

at the same time pay attention to pressures for local responsiveness”  (Barlett 

and Ghoshal, 1989). So the flows of skills and products (and capabilities, 

strategic assets, knowledge) can be in any direction within the worldwide 

configuration of activities. 
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We used these concepts of strategy in order to propose to the Swedish Business society 

different options of strategy when the market is in different steps of globalisation. You can 

appreciate the recommendations and the authors’ ideas in the Analysis and Conclusion 

chapters. 
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4. Empirical part 
 

This chapter is brought for the description of practical information gathered by the authors 

throughout the primary data (personal interviews) and secondary data (official documents, 

journal publications and web-resources). We focused and used the Swedish perspective to 

describe, and later on, to analyse the main topic of our research: “free movement of labour 

and services in EU”, mainly regarding the effects of this issue on Swedish business society. 

 

4.1 Freedom of Movement in the EU 

The internal market is one of the essential steps of the European Union. It is the culmination 

of the Treaty of Rome that provided for the creation of a "common market" based on the free 

movement of goods, persons, services and capital, reflecting the construction of Europe in the 

broadest sense of the term, the idea of unifying the markets ties in with the objective of 

economic and political integration. (www.europa.eu.int, 2005-12-15) 

Article 12 of the EC Treaty, which prohibits "any discrimination on grounds of nationality”, is  

considered as one of the fundamental principles of the internal market. Closely linked to the 

principle of non-discrimination, the principle of mutual recognition claims that the legislation 

of another Member State is equivalent in its effects to domestic legislation. 

(www.europa.eu.int, 2005-12-15) 

The free movement of workers is of great importance at internal market level. In this 

connection, the Article 39 of the EC Treaty (see Appendix II) stipulates that the "freedom of 

movement for workers shall be secured within the Community"; this involves "the abolition 

of any discrimination based on nationality between workers of the Member States as regards 

employment, remuneration and other conditions of work and employment". The Court of 

Justice interpreted this Article broadly and extended the principle of freedom of movement to 

persons seeking employment. (www.europa.eu.int, 2005-12-15) 

On the basis of the Treaty, the freedom of movement actually came into force through the use 

of two instruments adopted by the Council in 1968 (a Regulation and a Directive). Since that 

time, equal treatment between nationals and nationals of another Member State has been 
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guaranteed to all employed persons in the Community. The sole exception to this principle 

laid down in the Treaty is certain kinds of work in the civil service. However, freedom of 

movement for persons may be subject to certain restrictions if they are justified on grounds of 

public policy, public security and public health. (www.europa.eu.int, 2005-12-15) 

4.1.1 Labour Movement: EU perspective 
 

How can free movement of labour within the European Union be prevented from causing 

distortions of competition and bringing forms of “social dumping”? The question has been 

raised on a number of occasions, not least in the context of the “posting” of workers from 

countries with lower labour costs to countries with higher labour costs. Such situations bring a 

double risk: that workers will not be covered by the protective rules in the host country; and 

that companies will be faced with “unfair competition”, notably in the areas of labour costs 

and the respect of rules governing working conditions (EIRO, 1999). 

   

That seems to be the main concern of the EU bureaucrats – to promote the fair competition on 

all level of workforce throughout their territory. The creation of such activities like EIRO 

which is a project of the European Foundation for the Improvement of Living and Working 

Conditions, exploring for best cases of successful integration of work and working closely 

with labour unions around the world, like for instance, with International Labour 

Organization, to get to learn their success stories and try to apply them on European soil. 

 

The objective for EU government is to avoid social dumping between companies from the 

various Member States and ensure that a minimum set of rights is guaranteed for workers 

posted by their employer to work in another country. The basic principle is that working 

conditions and pay in effect in a Member state should be applicable both to workers from that 

state, and those from other EU countries posted to work there. 

 

But there is a fine line between what EU wants and national governments actually deliver. 

Each country, although careful not to put any restriction on foreign labour within itself, still 

tries to squeeze out better deals and conditions for local companies. In Germany, for example, 

the posting of foreign temporary workers in construction sector is forbidden; posting of such 

workers to Austria is permitted only when the employment of particularly qualified personnel 

is unavoidably necessary for labour market or economic reasons, when the required workers 
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are available by no other means, and when their employment does not jeopardise the wages 

and working conditions of Austrian workers. Temporary agencies may operate in France only 

if they meet the conditions such as a requirement to provide agency services also in their 

country of origin, and compliance with French statutory rules on matters such as the contents 

of temporary contacts and financial guarantees (www.eiro.eurofound.eu.int, 2005-12-01) 

 

Also, the concern of countries which are “exporters” of posted workers tend to differ from 

those which “import” them – for example, attention in Portugal focuses more on the posting 

of national workers to other countries than on postings to Portugal. In case of such countries 

as Sweden, Norway, Denmark or Netherlands, the governments specifically include posted 

workers within some or all provisions covering their own nationals, whereas Ireland, Italy, 

Spain or UK have no specific provisions on posted workers at all (www.eiro.eurofound.eu.int, 

2005-12-01) 

  

Basically, there are three forms of hiring and maintaining posted workers: 

 

• A company post workers to the territory of a Member State on their account and under 

their direction, under a contract concluded between the undertaking making the 

posting and the party for whom the services are intended; 

• A company post workers to an establishment or to an undertaking owned by the group 

in the territory of a Member State; 

• A temporary employment undertaking or placement agency, hire out a worker to a 

user undertaking established or operating in the territory of a Member State (Van Riel, 

2004) 

 

Member States ensure undertakings apply host/country principle to the following matters: 

 

• Maximum work periods and minimum rest periods; 

• Minimum paid annual holidays;  

• The minimum rates of pay, including overtime rates; this point does not apply to 

supplementary occupational retirement pension schemes; 

• The conditions of hiring-out of workers, in particular the supply of workers by 

temporary employment undertakings; 
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• Health, safety and hygiene at work; 

• Protective measures with regard to the terms and conditions of employment of 

pregnant women or women who have recently given birth, of children and of young 

people; 

• Equality of treatment between men and women and other provisions on non-

discrimination (EIRO general directive, 2005) 

 

But as stated above, the difference lies between the establishment of such directives and 

actual implementation of them by host countries. More and more stories are listed in 

European Court of Justice in Brussels with violation of either directives or local labour laws 

and regulations. Governments are putting more emphasis on protection of native workers 

instead of efficiency in labour market itself, which can be viewed as marginal and short-term 

vision, but nevertheless, being applied to.  

 

The European Union is trying to work out the issue more deliberately, especially since 10 

more additional states (mostly from Eastern Europe) have joined the community, coming up 

with trade-off to cope with the problem: simplification of the posted worker directive, 

expansion of possibilities to apply home country rules in the posted worker directive, stricter 

definition of posted workers (where do companies normally operate) in order to prevent abuse 

by post-box temporary agencies, separate treatment of posting workers by agencies, more 

exchange of information between member states on companies and posted workers (Van Riel, 

2004). Please see point 4.1.3 for further information. 

Regarding this common interest, the EU committee saw a challenge facing the EU today, to 

create a genuine "mobility area" in which freedom of movement is not merely a statutory right 

but also a day-to-day reality for the peoples of Europe. The problems being encountered by 

the Member States in their fight against unemployment have highlighted the absence of a 

genuine European labour market.  

The EURES (European Employment Services) network, which was launched in 1994 and 

comprises a total of 500 Euro advisers, provides information in two areas: 

• Cross-border job offers and recruitment opportunities through collaboration between 

national employment authorities;  
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• Living and working conditions in the Member States and countries in the EEA in 

order to facilitate worker mobility and integration 

EURES contributes to creating a European labour market accessible to all through the 

international, interregional and cross-border exchange of job vacancies and applications and 

the exchange of information on living conditions and gaining qualifications 

(www.europa.eu.int, 2005-11-24) 

4.1.2 Services Movement: EU Perspective 

By free trade in services we mean that any person or company established in the EU has the 

right to offer services anywhere within the EU. No restriction is permitted unless this is 

justified in certain exceptional cases. And there can be no discrimination against a national of 

one EU country in favour of another simply on the grounds of nationality. The implications of 

EU membership will be free trade in services and therefore more competition in the provision 

of services both for local operators and new entrants from other EU State (www.mic.org.mt, 

2005-12-03). Freedom to perform services lets domestics or Community businesses to offer 

services in the EU States. There is the right of establishment, it includes the possibility for 

self-employed person and Community businesses to create and perform their activity in 

another EU country. 

The internal market for goods is functioning appropriately after the implementation of the 

Single Market programme in 1988. For the case of internal market in services is not so well. 

Service providers often experience obstacles if they want to export their services to other EU 

member states, or when they want to start a subsidiary company in other EU member states. 

The EC (2002) concluded that these impediments are to a considerable degree caused by 

national regulations for service exporters, foreign investors in services, and for the service 

product itself. Such regulations are mostly made for domestic purposes without much regard 

for the interests of Foreign Service providers (www.cpb.nl, 2005-11-09). There are some 

limits marked by the Treaty that excludes civil services (public policy, public security and 

public health). 

In addition, certain sectors such as transport (Articles 70 to 80 of the EC Treaty), banking and 

insurance (insurance and non-life insurance) also have their own systems. These sectors have 

usually been subject to substantial regulation in the Member States and the application of the 
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freedom of movement for services could not easily be achieved simply through mutual 

recognition of standards (www.europa.eu.int, 2005-12-15)  

As the Netherlands Bureau for Economic Policy Analysis presented in one of their research 

reports, they suggested the following: Even if Member States have different preferences for 

the level of regulation of services industries, they might still adopt a common architecture in 

service regulation and make more use of mutual recognition of national service regulation. In 

this way they may benefit from the advantage of broader consumer choice, lower prices and 

lower costs of inputs. In 2004 the EC has proposed a directive to reduce these impediments 

for trade in commercial services. The proposed directive has a “horizontal” approach: it 

applies the same principles to a large part of the EU service sector. (www.cpb.nl, 2005-11-

09) 

 

4.1.3 Free Movement after enlargement 

The information presented in this section is derived from the official site of the European 

Union, any omission of information can be found in the link presented in our references. 

The Czech Republic, the Republic of Estonia, the Republic of Cyprus, the Republic of Latvia, 

the Republic of Lithuania, the Republic of Hungary, the Republic of Malta, the Republic of 

Poland, the Republic of Slovenia and the Slovak Republic to the European Union, signed in 

Athens on 16 April 2003, integrate the enlargement. But, following the enlargement of the 

European Union, on 1 May 2004 the freedom of movement of workers from, to and between 

the new Member States may be limited.  

EU-15 Member States may allow total or partial freedom of movement for workers from the 

new Member States. Thus, they may restrict this freedom during the transitional period, which 

starts on 1 May 2004 and is due to last for a maximum of seven years (www.europa.eu.int, 

2005-12-05).  

The initial period is for two years and the EU-15 Member States must apply their national law 

or any bilateral agreements concluded with the enlargement of the EU under Community law. 

Normally, this would mean that workers from the new Member States still need a work permit 

in order to gain access to the labour market.  
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In 2006, the Commission will draw up a report that the Council will use to examine the 

functioning of the transitional provisions. Moreover, each of the EU-15 Member States will 

have to give the Commission formal notice of its intention either to apply Community law in 

full, and its principle of freedom of movement for workers, or to maintain restrictive measures 

for a maximum of three more years (www.europa.eu.int, 2005-12-05). 

In 2009, the EU-15 States will only be able to extend the restrictive limits (for two more 

years) if they present an important disturbance on their labour markets. 

The transitional arrangements that have been introduced do not apply to Cyprus or Malta and 

only concern workers. The nationals of the new Member States enjoy complete freedom of 

movement from the date of accession, so long as they are not employed (e.g. if they are 

students, pensioners or service providers) (www.europa.eu.int, 2005-12-05). 

4.2 Labour and service movement: LO perspective 

This topic is described from the information gathered at the interview in Stockholm with Ms. 

Monika Arvidsson from the Swedish Trade Union Confederation (LO). All the following data 

is LO’s particular point of view of our research topic and is derived from the interview that 

took place on December 1st, 2005. 

 

Sweden has a high trade union membership, some 85 percent of blue-collar workers and 75 

percent of salaried (white-collar) workers. Blue-collar workers are mainly members of unions 

within the Swedish Trade Union Confederation (LO) and salaried workers are generally in 

unions within the Swedish Confederation of Professional Employees (TCO) and the Swedish 

Confederation of Professional Associations (SACO). In the private sector, the Confederation 

of Swedish Enterprise (Svenskt Näringsliv) is the dominant central employers' organization. It 

consists of various industry and sector organizations (www.scb.se, 2005-11-28). 
 

LO (Landsorganisationen i Sverige) is the central organisation for 16 affiliates, which 

organise workers within both the private and the public sectors. The 16 affiliates together 

have about 1.918.800 members of who about 882.445 are women. These affiliates have 

independent status, and LO is primarily an organisation for co-ordination, research, signing 

labour market insurance schemes and creating public opinion at central and regional levels. 

Wage bargaining, international activities, trade union education, children’s and young 
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people’s education, equality of sexes and social security are some of the areas for which LO is 

responsible for co-ordinating. The individual affiliates have full responsibility within their 

industrial sectors at central, regional and local levels. They are also responsible for the 

administration of the unemployment insurance funds. 

 

Contacts with the Social Democratic Party are frequent and LO has a representative on the 

party’s executive committee elected by the Party Congress. LO and the Social Democratic 

Party are two independent organisations which have common goals and common viewpoints 

on most questions.  That fact was also mentioned by Ms. Arvidsson during the interview – 

that traditionally LO is strongly linked to the Social Democratic Party, which depends on 

congress and about 90 % of its members mainly vote on the left wing of the [political] scale, 

that’s why LO is logically and normally seen as social democratic movement. Nevertheless, 

the organization is not a political party but an independent union, which means that it may not 

always agree with the party, but notably – always agrees with the government.   

  

The interesting distinction of labour unions within Nordic countries (compared to the ones in 

Latin America, for instance) is that in Latin countries blue collar work unions consist of more 

of political basis of union membership, which is not the case in Sweden, where unions have 

different division and depending on which work you have you choose the union connection. 

Unions are quite into the political fare in different ways – which is common in case of labour 

unions around the Nordic states, not only with LO; with tradition of quite good cooperation 

with the government, with employer organizations – that is the three-part-cooperation among 

political issues, which gives unions good grip on the development in Sweden and stable 

situation, as it is based on long tradition, cooperation that gives something to every part of the 

discussion.  

 

The greatest movement of services we see today, stated Monica, is within the industry of IT 

sector, which is not a bit unusual – taking the size of Ericsson, for example, which is the great 

deal of Swedish economy. The growth in this industry also lies in its nature because its 

technology and innovation driven, but even there, a noticeable decrease has occurred in recent 

years that had to do with the business cycles but presumably it will retake its position again. 

At current, Swedish enterprises not demanding services in Sweden but rather asking them 

abroad – mainly, in the same sector.  
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The expansion of EU that was feared would reshape the labour regulations has not brought 

any significant change in this perspective. Though it’s only been one year since additional 10 

states have entered the union, and only general conclusion can be drawn at this point, what 

can be seen so far is more or less the same level of exchange of services and labour. We 

didn’t see any great explosion because of new membership, proclaims Ms. Arvidsson, and we 

will not see it either. Before these countries came to join the union, Sweden had around 10-15 

% of overall trade with them, and at the moment its more or less the same figure, what has 

changed is just the allocation in numbers – now Sweden has greater numbers in trade 

exchange with the members of EU – its just the changing the figures in corresponding tables. 

In volumes, there has been no great change this far. According to the latest numbers shared by 

Eurostat (Statistical Office of the European Commission) its only 2 % of EU citizens who are 

currently working in a country other than of their origin – and this number stayed more or less 

the same for many years. It might change, but experts are not expecting the great increase in 

numbers because it takes social and economic expenses (as well as language and cultural 

barriers) for people to move from settled placements to challenge themselves in new 

environments.   

 

Although people fear that the flow of foreign labour and services may damage local 

companies and thus, native workers and the Swedish economy in a long run, government 

officials most certainly do not see the issue that way.  Freedom of service movement is not 

regarded as a threat, restlessly proclaims Ms. Arvidsson, “quite the contrary, it’s a good 

thing, especially in case of small economy (like Swedish is) you are quite dependant on being 

open – that traditional how you get a better economic case in a long run. You have to 

maintain a high pressure on transformations within the economy, this means that sometimes 

people do lose their jobs, and that’s a bad thing. But perhaps, they have to [be shut down] 

because otherwise if you are protecting yourself too much from external competition, then you 

don’t fulfil necessary changes to improve the way you are producing or providing services so 

we are positive to see the pressure of transformation because that keeps us updated and 

forced to be even better in our production all the time. If someone from abroad or in place in 

Sweden that can do the business and production in a better way – that’s very healthy for the 

whole economy”. So the necessity of moving forward is properly regarded within the 

government bureaucrats, and they aren’t trying to save the jobs or employment in that matter 

in specific sector, but instead giving people security within this change, to have the good 

matching process where people are transferred from perhaps ineffective production or 
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services to more developed and modern ones – that’s when government can deliver 

guarantees or good level of unemployment benefits, the possibilities for retraining to find a 

new job. That’s the trade-off in LO as well – it’s not a problem of maintaining high 

competition that will back the trade-off. “So if you got high demand in the markets on the 

product or services – that’s all right, but you do have to have safe labour market on the other 

side – that’s the trade-off, as we see it” – she clarifies the issue.  

 

Government is another button that can be pressed on for securing fair competitiveness, but as 

of now, its interference on all these issues is very low since LO (and other union 

organizations) prefer to solve problems on the labour market within themselves, to be able to 

create the treaties with companies and employers, work with their social partners on close 

level of cooperation. It’s only when the negotiations are at deadlock, the state is brought up as 

a servant for maintaining the protection of such employers’ features as employment benefits, 

possibilities for employees to feel secure that even if this transformation (constant 

restructuring) will take place and in the length people would lose their jobs, they would be 

able to land properly and find a decent job in mean time, with no obligation to sell their 

houses or move to live in cheaper accommodation. There is a demand on these people being 

unemployed, but one should feel reasonably safe in social and economic environment; 

otherwise, if this safety isn’t present, then the changes aren’t accepted – another trade-off to 

manage. If people would be persuaded that they are secured even when they are unemployed 

then people are more willing to accept changes.  

  

The uniqueness of labour unions and above-mentioned agreements with working companies 

is based on special treaties called “collective agreement” that works instead of laws and 

regulations. These agreements consist of basic establishment of certain conditions needed for 

the fulfilling of work performance (description of working hours, minimum wages within this 

industry and particular collective agreement, the rights for vacation, maternal/paternal leaves, 

services provided by the employers, social securities, etc.) which will make the employments 

more secure as they are assured of certain level of standards that will fight off numerous cases 

of social dumping occurring in recent history of labour and service market. For that matter the 

enterprises will have to get a collective agreement signed in order to maintain activities in 

Sweden, in practice that would be resolved with temporary membership in employers 

organizations, which will make foreign companies be obliged to this collective agreement. 

But the process is far from being solved as the practices of violation of labour agreements still 
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occur, and it’s yet hard to see if these agreements are really working. Its essence of sustaining 

Swedish social standards is clear and it’s in Sweden’s interest to maintain proper thresholds 

for working practices.  

 

Since a general collective agreement is not quite a law – a company cannot literally be 

punished for not signing it but instead, it will have a conflict if violates the terms of 

conditions. In practice, if the company is willing to maintain its business then it’s suggested 

for them to sign it and follow the regulations within this agreement. What LO (TCO and other 

trade unions in this regard) selling is peace on the labour and service market, and if foreign 

companies are not signing it up, that the indirect way of saying that they will most likely not 

follow the lowest standards established within the agreement – firms are allowed to pay more 

than the collective agreement says, but they are not allowed to pay less or have worse 

conditions – so in a retrospective, it would be equal of saying that it will be paying less or 

having worse conditions for workers which is viewed as absolutely intolerable situation in 

Swedish business society. Its in the interest of the employer to have the collective agreement 

signed – it will make the negotiation for future work offers go easier; the company is 

guaranteed the stability within the industry; says Ms. Arvidsson that “if for instance, people in 

France or countries in Latin America go on strike and then start the negotiations process, we 

go other way around – we negotiate first, and if an agreement cannot be reached, then more 

extreme measures (as striking) are taken into account. The collective agreements stand for the 

same purpose – they are to secure the best solutions for both parties involved in the process”.  

 

Very new problem that is seen now is that foreign enterprises that come here even if they do 

agree on signing the agreement, they don’t always follow its regulations afterwards. It’s rather 

a problem that should be resolved among the partners rather than taking more excessive 

measures. Many problems have been managed this far without making laws out of them, and 

trade unions are still hopeful that it can be kept the same way. As Ms. Arvidsson has 

specifically pointed out, “if you begin to make too many rules as laws, the whole system won’t 

be as flexible as it is now, its easier for labour social partners to change rules if they are not 

established as laws. In a way you would like to have a flexible market condition because its 

constantly changing and eventually you might even have the case of minimum wages turned 

into law but no one would like it because its not the matter of politicians to establish these 

thresholds, it’s the matter of social partners to do so”. That is why LO is trying to hold back 

politicians from the area of labour market policy, but the only way they can preserve this 
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process for themselves is to prove that they are capable of solving problems better than the 

politicians possibly can, which lays great responsibility to manage on unions’ shoulders.   

   

So LO doesn’t see the point why foreign workers should be paid less or provided less 

favourable conditions than the Swedes would, as its seen that as pure discrimination. 

Foreigners are entitled to as much services as the local workers do. No Swede would even 

accept the possibility why a person from Linköping would be paid less than someone from 

Stockholm, so why someone from Estonia or Poland should be paid less than the Swede? 

  

The greatest challenge for trade unions at the moment is to maintain the social standards 

within the labour and service markets: as there is quite a great competition from abroad, 

unions constantly have to adopt the conditions which is quite a tricky task – to uphold the 

social standard and high productivity. Right now it maybe the citizens from new members of 

EU that are seen as the major free movers, but as these countries will get on the same 

economic and social level of development as the initial members (to which Sweden also 

belongs), then it would be the countries from the third world that might invade Swedish 

labour and service markets, and no matter who comes from where, the labour unions are just 

for the protection of fair competition for every player – this way everyone would benefit 

regardless of country of belonging.    

 

4.3 Labour and service movement: TCO perspective 
 

This topic is also described from the information gathered at the interviews in Stockholm with 

Mr. Thomas Janson, Senior Political Advisor, and Mr. Mats Essemyr, Research Officer at 

TCO, from the Swedish Confederation of Professional Employees (TCO). All the following 

data is TCO’s particular point of view of our research topic and is derived from the interviews 

that took place on December 8th, 2005. 

 

TCO (Tjänstemännens Centralorganisation – The Swedish Confederation of Professional 

Employees) is the second-biggest trade union in Sweden that represents white-collar workers 

with 19 affiliated unions and 1.1 million members enlisted as social partners. Founded in 

1944, TCO had never had any connection to any political party (in contrast with LO and its 

strong ties with Social Democratic). Whereas LO has alternative ways to put political 
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influence on issues they can relate itself into, TCO does not have such privilege, but the union 

does not with for that either – its clearly a political organization, but with no affiliation to any 

party so its members vote quite accordingly to their personal political beliefs on a broad 

spectrum of political orientations. Women are among the majority of its members (employees 

organized) – around 60 %, with the age span among its members from age 35 and upward. 

TCO members are employed in both public and private sectors, organized in such social 

groups as professional workers, corporate men, academics, civil servants in private industry, 

state and local authorities in public sector, etc. 

  

The union works to enhance the value of union membership and effective union organisation, 

through the means of dialogue, performs expert investigator work and analysis as a 

contribution to public debate in order to clarify the conditions and aspirations of the union 

members, provides lobbying services which sustain a distinct profile and strengthens, in 

collaboration with the affiliates, the legal right to collective bargaining and union rights in 

general, internationally as well as nationally. Welfare, growth, employee’s life and 

International solidarity are among target principles of TCO, which wishes the union 

movement to be influenced by such aspects as an outlook on people that emanates from equal 

rights, openness and democracy, keeping abreast of developments, goal achievement in the 

union work and fair conditions in the working life (www.tco.se, 2005-11-28). TCO is 

primarily works as a player that tries to enforce the government, parliament and EU, to 

uphold and strengthen trade union rights. 

 

When asked TCO whether it sees greater movement of labour and services from and into 

Sweden, we have received a confirmative answer, although, “it’s difficult to say to what 

extent at this point, especially regarding the increase in outsourcing, administration, that 

could be switch-board operations, financial administration, etc. As of service immigration, we 

have seen very small increase; I have asked our affiliated unions about service immigration 

and they had no problems with it so far. Service immigration in Sweden nowadays is very 

small”- says Mr. Janson, one of the key political advisors of the trade union.  

 

TCO members have also enlisted the same reasoning for more foreign companies to enter 

Swedish labour and service market – more profit can be gained here – especially when 

companies operate in lower costs than the local companies, another case might be when 
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Swedish companies buy products abroad and service arrangement has been included to the 

contract.  

 

Generally, the trade unions have very strong powers in Nordic countries. With the long-

lasting tradition in Swedish labour market where social and labour partners – employers, trade 

unions regulate labour and service market by themselves and not involving legislation in the 

process, they try to stay flexible. A law on minimum wage would create political discussions 

on salaries, and level of establishing the lowest margins, and that would mean that a certain 

responsibility would be taken away from social partners to set the conditions of labour 

market, so trade unions try avoiding all the law establishments on these questions. Social 

partners – trade unions and employers have to have the main say on the agreement, main 

regulation power on the labour market – it makes the market more flexible and adjusted to 

conditions in each sector.  

 

Basically, TCO, along with the rest of Swedish trade unions, stays very positive attitude 

towards free trade, restructuring and rationalizing the production and economic growth 

through this rationalization, since it applied this very basic approach since the end of Second 

World War, all through the post-war period. The negative changes tend to happen, states Mr. 

Essemyr, “like closing down the plants, but we will not position ourselves in different 

perspective, saying we are reluctant or negative to free trade or service provision; this is 

because we are dependant on productive companies in order to be able to get good wages out 

of these companies for our employees. We can call it safety in transformation and 

restructuring process – we have strict regulation concerning the employment security”.    

 

The basic principle of employment security has been “seniority” – the last one to be hired will 

be the first one to get kicked out – the regulation has been confirmed also by legislation. What 

have been going on for the last 15 years and accelerating nowadays is not employment 

security but security in restructuring process. So for instance, if company finds that it has to 

sack 50 people – from the time this is announces, the trade union on the local level and the 

company itself by agreeing on certain measures of this agreement, get to work – and within 

the obligatory period of 6 months between announcement and actual firing – the company has 

to fulfil certain things for those people who will get sacked – awarding one year’s salary 

without any work, providing two years of educational programs with costs paid by the 

company, even organizing field trips within or outside Sweden for the future unemployed to 
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seek for better position. That’s what lays in the transformation process, but even if people will 

be considered redundant, and will be eventually kicked out of the company the trade unions 

under the regulations of collective agreement will be able to look after them. Employers have 

certain obligations so that people will be able to land softly, get another job or be retrained so 

they can look for another job. This is no employment security, rather the security in 

transformation process that is unions’ main interest – to work out the measures that will help 

fired employees to get going.  

  

The views of TCO on the collective agreement are similar of LO’s. “If you have signed the 

collective agreement with the trade union, the signing of agreement puts you in the situation 

where strikes and other actions cannot be taken. It works as a peace agreement. When you 

have a collective agreement with the union, the workers are not allowed to go on strike. But if 

you don’t have a collective agreement then we are entitled to take actions – from the trade 

unions side”- sums up Mr. Essemyr.  

 

All the misinterpretation is occurring because of the absence of minimum wage scale. But 

both TCO and LO has stated numerous times, they work out such measures in the collective 

agreements, and no one in the business world wants to pass this decision to the politicians. 

Why and how should they determine what the minimum wage should be? Minimum wage 

should correspond to subsistence level, but then there would (most likely) be a certain level of 

exaggeration from one party (Social Democratic, who favour social security) and downsizing 

from another (right wing Moderators). “Political or ideology decisions cannot be let into the 

measurement of economic values, its social partners – employers, employees, trade unions 

are fit for that function” – says Mr. Essemyr. Level of wages should be on the level of 

productivity in the long run; so once the company is performing better, than the employees 

are entitled to get the share out of it. Through the system of collective agreement TCO and its 

social partners try to establish the wage level and increase on the level of productivity, 

development and business performance.  

 

TCO also views the importance of government as a guarantee of the actions that trade unions 

take. 80 % of the labour market is covered by trade unions and respective collective 

agreements, but then there is 20 % that is not covered in the Swedish labour market. Those 

people working there – both companies and employees – still, they do need regulations, and 

that’s when the government should be careful but should anyway produce legislation that 
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fundaments the basis for trade unions to departure from, to deviate. But still, it always should 

be up to the social partners to set out and solve their differences by themselves, and the 

government should intervene as little as possible, otherwise this will be the politicised matter 

– more than it is today and no business in Sweden would like to see that the practices would 

be changing depending on political colour – what if a new government comes to power 

tomorrow? Then there would be different rules than there is now, and this instability would 

affect the unions and partners alike.  

 

TCO’s conclusive opinion of the present situation on labour and service market would stay 

unchanged – it believes in competition and today’s regulations available. All social partners 

want to have autonomy from government – both local and from Brussels, having no will to 

change it as everything seemingly works well.  There might be some of the laws, but all trade 

unions can live with them since they are not affecting the established positive balance on the 

labour market.  

 

4.4 Labour and service movement: Business society 

perspective (Botrygg Bygg AB) 
 

This part is described from the information gathered at the interview in Linköping with Mr. 

Michael Cocozza, CEO of Botrygg Bygg AB. All the following data is the company’s 

particular point of view of our research topic and is derived from the interview that took place 

on December 16th, 2005. 

 

Founded in 1981, the company has two main business activities: its construction and real 

estate combined. In real estate business the last year’s turnover grossed over 100 MLN SEK, 

and in construction sector – around 200 MLN SEK. Relatively small (40 permanent 

employees in real estate division and only 10 – in construction), the company nevertheless has 

been staying afloat throughout its business activity, mainly, thanks to its low overhead costs 

and short number of employees the company has to maintain.  

 

However, during the last two years the company, led by Mr. Cocozza (verkställande direktör) 

has been able to extend its business outside of Linköping, receiving more tenders in 

construction operations in Stockholm. At these times, says Mr. Cocozza, the company 
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contacts its partnering companies across the Eastern Europe to hire subcontracted 

construction workers – from Eastern Germany, Poland (most of the time), Lithuania. With as 

much as 200 self-employed workers providing services under contracts with Botrygg Bygg, at 

least half of them would be representing workers outside Sweden.  

 

The reason? Mr. Cocozza says that depending on general labour situation, the company has to 

hire workers from outside Sweden since there is a shortage of workers in building sector 

within Sweden. As of now, they are giving positive contribution because they do work on the 

margin that would not have been done. Stating his latest project in Stockholm – building 

housing for 100 apartments, Mr. Cocozza mentions that the only chance to build the concrete 

structure was with the help of partnering Polish company and “given the fact that we had a 

subcontractor who was willing to do this concrete structure we could start the project”. And 

its not as if the polish workers have taken jobs away from the Swedish counterparts, since 

they have actually given a chance for several Swedish companies (including Botrygg Bygg) 

and Swedish employees to have the job to fulfil, an opportunity to invest. It’s a dynamic game 

where some companies gain, constantly says Mr. Cocozza, “but in our case – everybody 

gained, there were no losers”.  

When stating the reasons for the movement of labour and service movement into Sweden, Mr. 

Cocozza clearly cuts to the point – its matter of price and quality on the market. And though 

the labour forces and services entering the Swedish market in the construction sectors might 

be bringing the prices down, the Swedish economy will only benefit (in the longer term) since 

there is no reason for the prices and costs to be so high – the foreign labour would be working 

as a regulating force of the market.  Mr. Cocozza admits that when hiring a person from 

Eastern Europe the company would be paying less than when hiring a Swede, because “there 

are institutional factors which make it easier and cheaper [the company’s performance]”. 

Eastern workers are providing services as self-employed personnel, so with this Botrygg 

Bygg can hire workers and pay not by per hour but per square meter produced – it makes the 

whole process easier for the construction process. Nevertheless, the company always signs the 

collective agreement before starting its services, and thus, fulfils all applicable requirements 

at the work site and for its personnel. 

The expansion of EU community has done marvellous things for small companies like 

Botrygg Bygg. The company would not been able to do bigger projects outside its local area, 
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“there would not be enough resources in the market for us to perform this job [in 

Stockholm]”. With the ability to involve more labour forces from abroad the company is able 

to establish itself broader in affordable housing segment and low-income market. That is the 

segment that is relatively neglected, especially in Stockholm where the market is 

prefabricated.  

 

Says Mr. Michael Cocozza: “For two years our company has been using foreign labour force 

and services. Our business capacity has somewhat increased over the last years, especially 

with this possibility to hire these workers from abroad. The possibility to hire foreign workers 

has given opportunity to make and produce buildings that we didn’t have chances to build 

before. Before the induction of Latvia and Poland and others to the EU we didn’t have the 

possibility to hire them – so we had to fill in the need for workers from the labour force that 

we would be bringing from eastern Germany. There are about 90 thousand building workers 

in Sweden, and around 10 thousand that are currently working here as well – and there is 

perfect demand for these workers”. 

 

And like all other free trades, it’s benefiting the Swedish economy, which perfectly makes an 

annual surplus in trade (in building service) in amount of 2 BLN SEK. This coincides better 

consumerism for Swedish customers, as they are able to get cheaper services with better 

quality. “Once the prices go down, the consumption goes upwards” – constantly repeats Mr. 

Cocozza. “There is no end to it, no finite amount of builders in the building sector, so much 

need to be constructed, then you can increase the amount of maintenance”. If prices go down, 

the respondent claims, people will be able to buy bigger houses, rent nicer apartments, and 

generally increase the consumption of products that is being produced by the building service 

sector.  

  

Mr. Cocozza says that his workers are free to get affiliated with any of trade unions they want 

– so they belong to such unions as TCO, LO, Ledana and others. Botrygg Bygg has always 

abided with all the rules and regulations established by trade unions or the government even if 

it didn’t agree with the decision. It still doesn’t understand the protectiveness of government 

from greater integration with other EU labour and service markets which would have done so 

many positive attribute to the Swedish economy, especially in the situation when there is a 

demand for these services within Sweden at the moment. “It would be a tremendous benefit to 

our economy till we give the possibility for Swedish highly skilled workers to work more (on 
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their business related activities)” – says Mr. Cocozza. “Gardening, house cleaning – there is 

a great demand for this kind of services – most of the families where both husband and wife 

are working, can afford to hire such workers to provide necessary services – but since we 

have too much of Swedish trade unions’ vision [in our legislation], the Swedish attitude 

towards the market changes is considerably reluctant. These workers could be doing the low 

paid work that is not being done today or done by highly skilled people who have other things 

in mind –its economically insane situation seeing highly skilled engineer who is doing own 

brick work or construction work instead of hiring costly Swedish construction workers, but he 

could be hiring the labour forces that we are perfectly capable of organizing here”.  

 

All in all, even though the rules of the game have not changed yet, they will eventually, 

concludes Mr. Cocozza. The power of labour unions might change as well, and from his 

words, they see this shift happening. Swedish economy is relatively small but still has very 

substantial trade, so enforce the further development, the government should make the labour 

and services movement easier. At the moment, says Mr. Cocozza, government keeps 

supporting people for not working and there is substantial amount of people who are 

supported although they are not working – having people perfectly capable of working 

departing on sick leaves or other benefits. The Swedish system encourages people not to 

work, sighs Mr. Cocozza. More competitiveness brought in to the country will shake up the 

stagnation, in his opinion. Seems like a lot still to be done until the desired result is achieved.  
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5. Analysis 
 

This chapter works as a part of the thesis for exploring our theoretical models we have 

described in frame of reference to explain empirical findings collected developing an 

analytical point of view. It gives challenging information for companies about international 

business and its actual status in the European Union for a better performance of the Swedish 

companies. 

  

5.1 Porter’s 5 forces 
 

Porter’s 5 forces model for industry analysis is our major evaluator of empirical findings. 

However, we regarded the theory not just for one specific industry, but also for the whole 

Swedish business community – with the regard of another Porter’s theory, Competitive 

advantage of nations. During the in-depth of each point it is able to see the employment of the 

internationalisation theory along with strategies of the international environment, how this 

theory and type of strategies are applied to the analysis reference. 

 

5.1.1 Threat of potential entrants 
 

Very different views are regarded on the question of potential entrants – within both the trade 

unions and business society. When asked about the issue of labour and service movement that 

is hotly debated in media and press as an emerging threat to local labour and service forces, 

economists at LO replied that the whole situation is exaggerated and over-reacted. To begin 

with, business think tanks haven’t noticed any great movement, rather a general movement 

that is a quite normal feature. Reviewing all these present debates and following the news one 

would get an impression that quite a lot of people and services are moving across the nations, 

and there might be a strong tendency of increased movement, but it’s not very significant – 

especially when viewing it with the regard of past several years.  

 

But TCO staff had somewhat different view on this question, stating that they do actually see 

some changes in growth ratio. Within four general categories of free movements – labour, 

capital, goods and services (we could also add the freedom to establish trade unions all across 
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Europe) – the increase on service labour market is the highest. As we can say that 

internationalisation is not only of business and factories itself, but is also regarding people 

and services that can be included as well in the internationalisation of a company, or a nation 

in its place.  

 

This movement is affecting Swedish companies because if it is taken a closer look at the free 

movement of goods – it’s just the matter of manufacturing the products at the domestic site 

and shipping it abroad. Swedish companies can compete on the same fair level, but the 

services provision cannot be shipped, but rather has to be produced at the site, so that brings 

companies to compete on two levels – competition with companies from other countries as 

they try to maintain their stage of production (of services). There is completely different 

business logic in that sense, since primarily, all Swedish companies are very much in favour 

of free movement of services – a developing European internal market is something all 

Swedish businessmen strongly support and are willing to promote. But in that retrospect, the 

competition should be upheld on the fair level – when all the companies are on the same 

grounds for bidding, provision of appropriate social and financial services for their employees 

that is enlisted in the collective agreements. Thus, it is considered as very important deal to 

sign this agreement to secure the fairness of competition, because what is also forgotten quite 

often in these cases is that the fairly operating companies are getting struck the hardest way as 

they get to participate in unfair competition where they are deemed to lose to the foreign 

companies that don’t sign the collective agreement and thus, don’t follow the established 

thresholds.  

 

When viewing in international business what makes companies to enter Swedish labour and 

services market, one has to regard various causes to this effect: in services matter – it’s the 

question of stronger demand than in the country of origin, but it’s also the question of proper 

(profitable) investment – you move where you have (or you think you might have) greater 

demand. In the internationalisation of organisations, expansion is the great deal of 

explanation, due to a fairly high demand (of services) in Sweden. If we take a closer look at it 

relatively to other European economies, Sweden has managed fairly well from the demand 

side of economy – then a better case of expanding business to country as Sweden is seen. It 

also depends on their strategy, whether the companies are striving for short term or long term 

investments in foreign country – if it’s short-term, all they need is a good economic case for 

present times, but for longer term of investment, the stability of economy is the main 
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objective for the selection of expansion to countries like Sweden. Ms. Arvidsson (economist 

from LO) guesses that it’s also a matter of finding a specific niche for your company – some 

might find an old business that is not caught in place in Sweden, an old concept, a new kind 

of product or service that is not offered or thought at all in Sweden – eventually to gain 

competitiveness. This is regarding the use of the international type of strategy where you 

customise the product keeping in mind the entrance of this new and possible profitable 

market. 

 

Sweden doesn’t have a diversified economy, and there are still some branches [of economy] 

that lack competition, so the foreign companies and enterprises are profiting from that – in the 

international business Sweden promotes its markets and quite a number of them are liberated, 

for instance, in the electricity industry, companies have a stronger case of going into Sweden 

than to France where the respective market isn’t open – that could be also the part of 

explanation why companies are choosing Sweden. In addition, companies can change their 

strategies to gain market offering products or services that are already established in Sweden, 

but offer them in lower costs – by reducing salaries and working conditions (but within legal 

margins) or working with lower profit – either way is possibility to make money in Sweden, 

to compete with other players in Swedish market. We also need not to forget that when it 

comes to the production of services due to fundamental factors these services have to be 

produced where they are consumed, and that is difficult to rationalize.  

 

It’s also very much the question of tradition which is very new for the foreigners to come here 

and work in Swedish soil, and perhaps the situation will get better after awhile, when 

everybody will understand that having agreements is far more profitable than establishing 

laws. This far it’s considered as a matter of ignorance, and things are deemed to set off 

eventually but the problem is that so far there was no good practice of how could unions like 

LO or TCO uphold the appropriate conditions in these cases which also explains why both 

national and foreign employers are clearly testing the boundaries and rules system of 

European Union – surely they would select cheapest and easiest solution which unions will 

have to fight against for maintaining their position and standards as they don’t see social 

dumping as a sustainable way of growing economy. Another problem in this area is that from 

employer’s side the society tends to get more narrow enterprise point of view when 

implementing business, whereas Swedish trade unions are looking for long-term profit for 

everybody – the company, the workers, and the national economy.  
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5.1.2 Supplier power 
 

With companies from Eastern Europe coming to Sweden to provide services, they also extend 

the passage for the increase of supplier power since most of the time they try to use materials 

from their domestic suppliers whom they know well and who provide supplies at much lower 

prices than the local merchants. At the moment EU-15 (first initial 15 states that made up EU) 

wants to remove the transitional barriers of measurements for workers from eastern European 

countries to enter the EU-15 and perform work (not the case with Sweden and UK which 

didn’t establish any barriers), and this will mean increased number in suppliers within the 

neighbours of Sweden and thus, in Sweden too. That will pose as a threat of increase in 

supplies, which is generally good trend to perceive in the industry but it would be the cheaper 

suppliers who will have “bargaining power” over the lofty local ones. In one of the reasons to 

internationalise your company we see listed the reduction of costs and to spread your 

resources, this is the situation that the European Union saw when they singed their treaty, 

clearly a great benefit. 

 

Although the changes in increase of suppliers are counted up as relatively low, the trend is 

there. Why is that happening? What has happened, according to staff at TCO, is that when 

Sweden had experienced the lack of construction workers and suppliers, this was immediately 

recognized in Latvia whose companies arrived to work, and suppliers shipped their materials. 

But since that transition has taken place, Latvian construction industry has faced the lack of 

workers and suppliers back home, so they started inviting construction workers and 

encouraging supplies from Belarus. Trade union analysts believe that soon there will be lack 

of workers in Belarus so they, on the other side, will call on for people from Uzbekistan or 

other Central Asian countries – this is all going in one chain. It’s the work force and supply 

means from underdeveloped countries going for more developed ones, whereas the 

production forces are going in other direction – Swedish companies outsourcing to Latvia, 

India, Bangladesh, China, etc. In these specific cases is when you can evidently draw the 

connection of business in a global market that has no ending. 

 

Also, when establishing partnership with foreign companies and brining them down to 

Sweden to provide services, these companies, along with the workforce, tend to bring their 

own material with them – for instance, that was always the case with all the companies 



 

52 

Botrygg Bygg was dealing with. It’s cheaper and more convenient in the international 

environment presented to this company, therefore the company gets the best strategy from 

their co-workers by transferring their skills, capabilities and canalise them into the local 

market. The strategy developed in this multidomestic scenario has been of great matter to its 

success.  

 

So once again, as panacea, the most common way to stop somewhat unregulated and unfair 

flood of services and supplies is forcing all the new players to sign the collective agreement, 

like in the case with L&B Baltik – the basic question here is whether it was correct according 

to the European legislation for a trade union in Sweden to take actions against a company 

from abroad in order to force them signing the collective agreement. On Swedish soil and on 

Swedish legislation this is perfectly all right to do so. The process has been developed through 

certain steps – from the early 1990s with several cases seen in labour court, the trade unions 

were given rights to take legal actions towards punishing the companies violating the 

regulations set up in the market, blocking the companies’ operations in Sweden (again, we 

can refer to the case with L&B Baltik). 

 

That is why this case is very important for Sweden now, because if the European Court of 

Justice decides in favour of Latvian company who did the construction works in Vaxholm, 

then the Swedish law (agreement) would contradict the European law (or decision taken) and 

if Sweden stays in Union, it would have to change its laws, that would mean in practical terms 

that it would be voluntary to sign the agreement and thus, not many of such agreements would 

be signed. Then the whole Swedish labour market and eventually very much of Swedish 

society would be changed because today the collective agreement is the basic instrument for 

establishing or having rules for the operations – and if the agreement is not enforced, then 

somebody or something else has to do this regulatory function – that would mean bringing in 

the politicians and legislation which is seen absolutely intolerable action to take.  

 

This global openness, therefore, the increase of suppliers will affect all aspects of running 

business – from companies losing profits, and employees earning fewer wages. Wages on the 

short term can differ depending on the level of labour supply and demand, on strengths of 

employers vs. employees and their respective trade unions’ strength. The present situation, 

more or less, is the same as a decade ago, but with frightening level of integration taking on in 
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global market and massive support from Brussels’s bureaucrats in this trend, the future 

situation on movement of goods, labour or services is hard to imagine.    

 

The striking difference in market of services than from market of goods or capital, is that not 

only that you have to produce services where you consume them, it’s also the fact that the 

production of services is more labour-intensive than the production of goods. And more 

services you provide more suppliers you would need – so with every new company arriving to 

Sweden for provision of such services, there is a high potential of inviting the same level of 

suppliers from abroad. Unless the performance of foreign suppliers is regulated, they can 

threaten the local market of goods as much as the service producing companies.  

 

5.1.3 Buyer power 
 

The specificity of service market consists of the reality that the services are deemed to stay 

where they are produced. And since most of the service providing companies understand to 

work with long-term perspective in mind, that brings more efficiency in the production of 

services, differences (cheapening) in prices of services. This is very good for the European 

consumers – they can have more efficient and cheaper services and the growing internal 

market that will eventually bring the real prices down for different services – that always 

happens when markets are expanding, when the there is a “process of increasing involvement 

in international operations” (Welch et al, 1988). 

 

So the Swedish companies perform well? Does the Swedish economy grow? From the words 

of workers at TCO and LO, Sweden has had quite high and steady economic growth, positive 

demographic growth and development (compared to eastern Europe or Mediterranean states) 

for more than a decade; general productivity growth lies on 3-4 % per year, with absolutely 

no problems with public finances, so there is nothing fundamental in the economy that would 

demand us to change the system, unlike what is happening in Germany, France, where the 

problems with the structural problems within their labour markets and welfare system or 

pension system are faced that brings countries to ruins. And economic growth means more 

financial stability of local residents, who will only increase the level of consumerism by 

purchasing goods produced and services offered. And let us not forget the company’s side, the 

necessity that businesses need to create in their customers in order to be consume, this is why 
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the importance of taking care of external opportunities and threats, to be prepare for the 

market and the competitive demands. This will assure that the buyer power, our consumers, 

are the goal of our strategies and they will notice. 

 

5.1.4 Threat of substitutes 
 

It’s hard to evaluate the threat of substitutes as no other means can replace work forces or 

provision of services. But if we talk about the threat of substituting the present system that is 

operating in labour and service market, there we can see some point from which we can sail 

off. As stated numerous times before, whole Swedish society is quite satisfied with how the 

things are working out in labour and service markets and they keep bringing more surpluses 

for the state budget and gain profits for themselves, it is highly unlikely the system might 

change in nearly future.  

 

Even when it is affirmed that the globalisation is influencing businesses, politics and cultures, 

Sweden was able to implement its current system years ago with few changes and is quite 

unique in that sense – and very applicable for Swedish business realities and circumstances. 

Analysts believe that no other country would be able to use Swedish business model to the 

same successful extend as here. For instance, if we try to apply it in the British soil – it just 

won’t work, since even if you can plant this system you also have to bear all the factors that 

come attached with it and add them in as well. Britain, in that sense, would have to have trade 

unions spread all over the labour market and active in almost all work places. Sweden’s very 

existence is that all over the country it has local trade union clubs that negotiate better deal for 

its members – it’s only when you fulfil these activities when you can use this system. And 

since other countries don’t have this system but definitely need other means – they let the 

legislation to rule out the terms of the game. So if you see rather from abroad you have to bear 

in mind these differences between Nordic system and the rest of Europe. Sweden has 

established this system that works quite well for itself – 80 % of Swedish labour is organized 

in trade unions; collective agreement system covers 79-80 % of the market – with a strong 

belief it works quite well because it produces, it delivers and it sustains itself.  

 

Therefore, there is a moderate optimism when is argued that there isn’t a high threat of 

substitutes. The system itself agrees with the idea that a new product/service or company 
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entering can benefit the nation. In the other hand, for foreigners the exploration of Swedish 

market can be an advantage in their knowledge of their performance, applying it into their 

internationalisation process. Nevertheless, in order to highlight in the Swedish market they 

need a high level of innovation or to exploit price with compatible quality, which is not rare 

nowadays in the strategies of international companies. 

 

5.1.5 Rivalry among existing firms 
 

Every single company has two sides – managers and owners, and people who work there. 

When it comes to the company, management and board of directors can say what they want 

because they really have no alternative, rather than follow the competition, develop them in 

the process, so eventually they will be competitive thru their skills and resources. When it 

comes to the people who work in the company, they are normally organized in local trade 

unions, and they are facing the competition feeling that the claims to lower wages, increase 

working hours or even face redundancies or closing down of work places they can feel that 

this process is going too far and too fast for them and argue for actions that would ease up this 

process and that is the management’s job to carry out trade union’s policy in such way that 

people are not hit too hard but they still can have the process going simultaneously. 

 

Currently, the rivalry in most of the industries are at the same levels as in 1990’s but this 

stability can be challenged with more potential foreign companies constantly entering the 

Swedish territory. We can state once again, that as long as the regulations according to 

collective agreements of respective industries are signed and fulfilled, the increase in rivalry 

and competition will only benefit the Swedish economy. It’s not at that stage yet, when all 

players are on the same basis, but once the goal of fair competition is achieved, no one can 

and should oppose the borderless markets. That would be the time when globalisation with 

international businesses punch all the bases of Swedish business environment, therefore 

taking knowledge of the market and emphasize on the competitive advantages would be the 

fastest and sustainable way to confront and embrace the competence. 
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6. Conclusions 
 

This chapter serves the reader as the final part of our thesis, where overall condition on 

researched questions is posed and general recommendations are drawn. 

 

6.1 EU – Trade unions relationship 
  

The main concern of EU legislation at the moment is promotion of fair competition on all 

levels of workforce throughout its territory, whereas national trade unions see the current 

labour and service market as very imposing and at the transition period.  EU wants to create 

one “common” market for the free movement of goods, services, labour and capital; trade 

unions, though generally supporting this novelty idea, want the market to be played out by 

their rules, and not EU bureaucracy. 

 

Both sides strictly oppose to any discrimination on basis of national origin, sex, colour or 

religious beliefs, although if Sweden (and Swedish trade unions in this retrospective), has 

demolished any barriers for free movement of labour and services, EU legislation is still 

struggling to encourage other Western European countries to liberate their markets for 

workers from Eastern Europe.  

 

Trade unions would like to see the possibility for the fifth element on “freedom of movement” 

activity: the free establishment of trade unions (throughout Europe). They believe that this 

action would help to erase the limitations set on each market respectively, and working in 

close cooperation with EU legislation, create further integration and liberalization of 

European markets. The situation faced today is somewhat a reflection of misunderstanding 

between EU and national governments (and national trade unions): EU is seen as a force that 

generally can’t see clearly the whole picture of current situation on labour and service market, 

and thus, coming up with regulations that further restrict or oppose to the views of national 

trade unions. Swedish unions, liberal as they are, see their regulations as most fit for Swedish 

national economy. Trade unions try to come with EU legislation to their best, but problem lies 

in slightly different surface – both parties see the current market situation through completely 
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different set of eyes, which is why we are getting such obscure situations as with notorious 

case of L&B Baltic. 

 

Most of misinterpretation and opposition is occurring on questions regarding labour and 

service forces coming out from newly joined EU states, and much more collaborate work has 

to be performed to iron out the strong feelings between EU and its member states. How these 

parties will get along in facing these problems – together or separately – would be their 

answer on how well they will deal with future prospective and positive integration. 

 

6.2 Trade unions – Business society 
 

The relationship between trade unions and business society is far better than of those with EU. 

Trade unions are regarded as peer helpers and supporters of national companies. Trade unions 

are acting like guarantors of fair business market for all companies regardless of origin and as 

long as collective agreements are signed and abided during the work performance, Swedish 

trade unions would always support the causes of business structures – all the way down, 

which can be once again seen in the lawsuit against Latvian Construction Company.  

 

However, the views on trade unions, generally positive, still slightly differ among companies. 

SME's are complaining that trade unions are more supportive of big multinationals and that 

with restricting more cheap labour and services coming into Swedish labour market, they are 

supporting high wages and fewer earnings – which only big companies can afford to handle. 

Not taking any side, we as researchers and writers, want to state that although trade unions’ 

decisions might seen imposing and controversial, it’s the best option for the current market 

situation – with only Sweden and UK have not established any barriers on labour flow from 

Eastern Europe, its quite obvious that these two countries are facing the highest level of new 

potential entrants. The government has to have some levers for controlling the situation and 

sustaining competitiveness and fairness for all the players in the market, and the fact that trade 

unions are letting companies themselves to decide the text of collective agreements, shows the 

perspective that this mutual collaboration will reconcile any bi-polarism in opinions between 

trade unions and business sector. 
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6.3 Business society – EU legislation 
 

In a retrospect, it’s relatively hard to measure the relationship between these two parties since 

no particular inter-relation occurs much. Business society in each country, working closely 

with national governments and trade unions, pass on their views on EU legislation through 

their governmental bodies, letting them represent the interests of local business parties. 

Mostly, all the activities are handled by government agencies and trade union organizations. 

Swedish business society at present seems to be split on the ideas of EU’s plans on further 

integration within its community – mostly, SME's seem to support the higher level of 

integration, whereas big Swedish corporations want to stick to the older tested rules of the 

game. SME's are in dire need of cheaper labour and services that they can hire to lower the 

overall costs on production but this is seen as a very short-term strategy. What trade unions 

propose, and governments support, is a long-term planning, with small balanced steps taken in 

the area of further liberalization of labour and service markets. National economies have to be 

prepared for this transition, and have to have enough resources and demand for the bigger 

amount of foreign labour forces to be established in which is seen generally not the case for 

the West European countries at the moment, which are already facing redundancy in most of 

their industries and having the history-high levels of unemployment rates among them. EU 

needs to help Eastern European countries to develop themselves to the level of the ones on the 

West, when both sides can become equally stable partners in future business activities.   

 

6.4 Research questions 
 

Q:  How does the free movement of labour and services in EU States affect the 

competitive strategies of Swedish Companies? Does it affect their international business 

performance? 

 

A:  Competition is always constructive for nationals – it helps them keep their focus on their 

activities, constantly challenging the operations, going through innovation and modernization 

(of production and general administrative performance) and keeps them from falling into the 

oblivion of false self-security. As long as the foreign companies operating in Sweden abide 

with general regulations and operate within the law, the Swedish business is to thrive for 

years ahead. In the case of Botrygg Bygg AB we could see how the foreign partnering 
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company was of great contribution for the company’s performance at fulfilling its 

construction contract. We believe that from mutual business each side would gain more 

perspectives for growth and development, and we have numerously indicated facts throughout 

the thesis for the positive influence of free movement.  

 

Q:  What are the consequences of this “phenomenon” in the Swedish companies’ 

development? What does it mean for Swedish Business Society? 

 

A: We have tried to view the notion of the “phenomenon” of labour and service movement 

from different angles – and from different viewers. All believe that the changes occurring in 

modern business world are necessary steps taken for the further integration of European 

Union, for the development of business structure throughout the whole community. Sweden, 

receiving more services applied from the foreign companies, can establish more options 

provided for the people. Swedish companies, being able to compete with foreign labour and 

services, take themselves to a higher level of productivity – though gradual innovation and 

elaboration of present activities. Everyone gains from the free market activities – the Swedish 

economy, national and foreign companies, and local consumers.  

 

Q:  How do the Swedish Trade Unions see this phenomenon? What is their opinion? 

 

A:  We would like to highlight once again, that we believe (and trade unions confirm) that the 

phenomenon case is slightly exaggerated. The increase in movement of labour and services is 

happening, but only to a very minor extend. It’s the media and press that makes all us believe 

that it’s the biggest thing since the notion of “globalization”. Quite not. However, if we take a 

look at the present movement in itself, we can see what are reasons behind this movement – 

for once, it’s the high level of economic development exposed in Sweden on one side, and its 

poor diversification on the other. Companies tend to enter the markets where they presume 

they can gain profit, and Sweden represents such case. Swedish trade unions are all in favor of 

the increased rate of competition on all levels of business sectors, but only under one and only 

circumstance – when all performing companies are competing on the same reasonable rules 

and providing equal amount of social and beneficiary security for the workers – all included 

in collective agreement, signing which will secure the proper and fair actions by companies.  

 

 



 

60 

6.5 Recommendations 
 

The trade unions, seen as the main player of establishment of business-related rules in the 

Swedish market, will play its role for the certain period of years. However, we all can see that 

the real power is slipping away towards the companies themselves, and realizing this, unions 

are letting other players to take the lead. We think that trade unions should try to stay aside of 

the evolvement of business activities between Swedish and foreign companies and only 

provide the fairness in the competition, thus, playing a role of a certain “referee”. Swedish 

business society is perfectly capable of regrouping itself to find the proper way for further 

global establishment.  

 

Nevertheless, Swedish companies are facing serious challenges of their own, from our point 

of view. For now, they have two alternatives to chose from in order to stand the present 

competition. In essence, the element of present competition is wage competition. Even if local 

companies are struggling to compete with eastern companies on better job opportunities, they 

provide much better social and security services.  

 

The challenges for the Swedish companies lie in the further steps they are going to take: with 

only two alternatives to choose from – we call them high road and low road.  

 

“Low road” would be the challenges to compete with eastern-European companies on the 

basic levels of mass production and primitive service provisions, to try to have lower wages, 

to impose longer working hours and worse conditions in order to get cheaper prices. These 

steps will bring them down to the wage levels, which will depart us far from today, and 

bringing working conditions which Sweden hasn’t seen since the inter-war period. This kind 

of condition in EU talks called “the race to the bottom”. The rational behind that on the global 

competition scale or even on the EU level is that no country or rather no company can allow 

for higher wages than the minimum wages in the sector, with every company trying to adapt 

to the possible lowest level – of wages and lower conditions. We don’t think it’s an 

alternative people would like the Swedish companies to embrace, and most likely, not the 

path that Swedish companies are willing to take.   
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Then there is also so-called “high road” – to develop the organization of services so that they 

will create value added activities on other means than cheap and simple production. It is really 

to say that Swedish companies should not compete with Latvian or Estonian on simple 

construction work, household cleaning, other basic fundamental performances, instead, they 

have to move on to produce more complicated productions/constructions and more elaborate 

services. The rational logic suggests us not to produce mobile telephones in Sweden, not to 

assembly them here, but rather design and develop them instead. 

 

What is necessary with the high road? Employees have to have higher education amongst the 

work force, elaborate better innovation policies and powers in company, and better 

infrastructure not only on the company level, but on the country level as well. So to move on 

to the higher level in the production cycle will eventually be the path to follow, is our belief. 

Swedish business society is rather positive to follow the high road to work with the employers 

and the companies when in comes to adopt these situations.  

 

6.6 Recommendations for further research 
 

The issues arisen in this thesis are very new for the European society and to our best we have 

tried to give the general situation on the conditions of labour and service market. However, 

the situation is rapidly changing and what is true today can be forsaken tomorrow. A deeper 

view on the challenges of further integration between EU states and perspectives for the 

national economies would be very interesting subject to relate a research. In the retrospective 

with Swedish business society, we think very interesting will be the situation and correlation 

between the growth of Swedish economy and the inflow of foreign labour into the country. 

We have caught the subject at its preliminary phases, when the establishment of newly-

inducted states to the EU has recently occurred, so within several years later it might seem 

very appealing to return to the issue and take a deeper closer look through the set of different 

eyes, with the knowledge of history in relationships between Swedish and foreign companies 

and how they established mutual business on the Nordic soil. 
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6.7 Postcriptum 
 

As we were starting our research, we had little or no idea where our findings might take us, 

what conclusions we will be drawing at the end. Since the topic is new and very important for 

the whole European Union at present, but little have been learn at this point, we took the 

journey and studies the subject as we were writing the thesis. Due to time and accessibility 

limits, we could not include the political views on this subject (which, by all means, would 

have been interesting for investigation), or establish contacts with more trade unions or 

companies that we eventually did. The material that was collected, we believe, represents the 

current situation at labour and service market.  

 

At some points of our work (especially in analysis), the reader might think that the thesis is 

lacking the authors’ point of view, his belief or disbelief in gathered material, or data 

collected from interviews. To justify our writing, we can state that what we have tried in our 

paper is to bring all the knowledge to the reader and make him take the analytical tools into 

his hands as well and draw critical thinking himself. Trying to stay neither objective nor 

subjective, we have, however, never supported or falsified the views of our interviewees (but 

always checked for the validity of presented information), and with the support of frame of 

reference, built on our analytical part. Should the reader find any parts of this thesis lacking 

critical thinking, its all due to the novelty of research question, which justifies the relative 

shortage of both theoretical and practical information on the subject.   
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Appendix I 
 

Questionnaire 1 (Interview with Ms. Monika Arvidsson, Economic policy department, 

LO on December 1, 2005) 

 

Intro: 

- Give us a brief introduction of your trade union/organization. What is its main purpose 

of serving? How big is it? What powers does it have?  

 

 Main part:  

- In which areas/industries do you see the greatest movement of labour forces (into 

Sweden)? 

- Has the Expansion of EU affected the trend of service movement? 

- What causes can you list for the movement of labour to Sweden from other countries? 

- How are the workers accepted here? 

- Do you see the freedom of labour movement as a threat to national economies? How 

does it affect Swedish business society? Is it an opportunity? Why?  

- Give us your overall opinion on the phenomenon of "free labour movement" within 

the EU. How do you feel about it (positively, negatively, neutral)? 

- What is your opinion on establishment of temporary agencies (recruiting and bring 

workers outside the country) in Sweden? 

- How do you see the role of government in labour related activities (negotiations 

between trade unions and employer companies)? Should the government intervene 

more in this process (in private sector)?  

- What kind of registration/legitimisation do outer workers undergo in Sweden (when 

first arriving)? Do you provide such services?  

- Is it obligatory to sign the collective agreement?  

- Doesn’t the case of infamous L&B Baltic from Latvia make unions regard the 

possibility of forcing foreign companies sign the collective agreement or enforce the 

agreement into the law? 
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Questionnaire 2 (Interview with Mr. Thomas Janson, Senior Political Advisor, TCO – 

The Swedish Confederation Of professional Employees on December 8, 2005) 

  

Intro: 

- Give us a brief introduction of your trade union/organization. What is its main 

distinction from LO? 

 

Main part:  

- In which areas/industries do you see the greatest movement of labour and services 

movement (into Sweden)? 

- What causes can you list for the movement of labour to Sweden from other countries? 

- On what level do you work closely with your affiliates?´ 

- Don’t all these cases of avoidance of signing the collective agreement make unions 

regard the possibility of forcing foreign companies sign the collective agreement or 

enforce the agreement into the law? 

- Do you see the freedom of labour and service movement as a threat to national 

economies? How does it affect Swedish business society? Is it an opportunity? Why?  

- How do you see the role of government in labour related activities (negotiations 

between trade unions and employer companies)? Should the government intervene 

more in this process (in private sector)?  

- LO is regarded as part of social-democratic movement. Does TCO have ties with any 

of political parties? 

 

Questionnaire 3 (Interview with Mr. Mats Essemyr, Research officer at TCO – The 

Swedish Confederation of professional Employees on December 8, 2005) 

 

Intro: 

- Give us a brief introduction of your trade union/organization. What is its main purpose 

of serving? How big is it? What powers does it have? 

  

Main part:  

- In which areas/industries do you see the greatest movement of labour and services 

movement (into Sweden)? 
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-  What causes can you list for the movement of labour to Sweden from other countries? 

- From a company side, do you think they feel the same way too – as the society does – 

regarding the present situation over the labour and market conditions? 

- Each foreign company approaches signing the collective agreement from its own 

perspective. What happens when they don’t sign it, what measures and actions are 

taken into account? 

- With the cases (like L & B Baltic) piling up, why can’t trade unions enforce the 

agreements into laws that cannot be omitted? 

- How do you see the role of government in labour related activities (negotiations 

between trade unions and employer companies)? Should the government intervene 

more in this process (in private sector)?  

- How do you think Swedish companies should respond to the present changes? 

 

Questionnaire 4 (Interview with Mr. Michael Cocozza, CEO - Verkställande Direktör of 

Botrygg Bygg AB on December 16, 2005 

 

- Give us brief basic information about your company, its previous business activities, 

its operations, services provided? What is its strength and weaknesses? Its resources, 

capabilities? 

- How is your company related to the issue of labour and service movement? 

- List the main reasons for hiring workers outside Sweden? 

- Do you see the freedom of labour and service movement as a threat to national 

economies? How does it affect Swedish business society? Is it an opportunity? Why?  

- How do you undergo the process of hiring foreign workers? Why do you hire them 

instead of local workers? 

- How do you generally make your purchases (of material)? On what criteria do you 

base your decision when picking specific supplier? 

- Has the induction of ten additional states helped your company’s business? In what 

ways? 

- What reasons can you list for the movement of labour and services into Sweden? 

- What makes your company a competitive player in your market? 

- Are you affiliated with any of trade unions? 

- Have you seen an increase of workers coming to Sweden to work? 
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- How do you see the role of government in labour related activities (negotiations 

between trade unions and employer companies)? Should the government intervene 

more in this process (in private sector)?  

- Don’t you fear of overflow of foreign labour and service provision in your market? 

 

Appendix II 
 

1) Article 39  

(http://europa.eu.int/eur-

ex/en/treaties/dat/C_2002325EN.003301.html#C_2002325EN.003301_39_ref, 2005-12-08) 

TITLE III: FREE MOVEMENT OF PERSONS, SERVICES AND CAPITAL 

CHAPTER 1: WORKERS 

1  Freedom of movement for workers shall be secured within the Community. 

2 Such freedom of movement shall entail the abolition of any discrimination based on 

nationality between workers of the Member States as regards employment, remuneration and 

other conditions of work and employment. 

3  It shall entail the right, subject to limitations justified on grounds of public policy, public 

security or public health: 

a) to accept offers of employment actually made; 

b) to move freely within the territory of Member States for this purpose; 

c) to stay in a Member State for the purpose of employment in accordance with the provisions 

governing the employment of nationals of that State laid down by law, regulation or 

administrative action; 

d) to remain in the territory of a Member State after having been employed in that State, 

subject to conditions which shall be embodied in implementing regulations to be drawn up by 

the Commission. 
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4  The provisions of this article shall not apply to employment in the public service. 

2) Article 114 

(http://europa.eu.int/eur-lex/lex/en/treaties/dat/11994N/htm/11994N.html#0009010007, 2005-

12-08) 

TITLE V: TRANSITIONAL MEASURES CONCERNING SWEDEN 

CHAPTER 2: Free movement of persons, services and capital  

Notwithstanding the obligations under the Treaties on which the European Union is founded, 

the Kingdom of Sweden may maintain its existing legislation regarding secondary residences 

for five years from the date of accession. 
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Appendix III 

Disposition of all our contacts during the project 
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