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Abstract

Since the financial- and real estate crisis in 1990-1993, the Swedish real estate market has
changed a lot. Companies that earlier considered themselves as technical-oriented has shifted
towards being service-oriented with increased customer focus, which in turn has amplified the
competitiveness within the industry. The organizational development in the Swedish real
estate business has historically been neglected compared to other industries, but has changed
as an effect of the increased competitiveness. There are organizational variations between
companies operating on the Swedish real estate market where each company’s perception of
optimal organizational structure affects the organizational operations and ultimately the
profitability of the firm. This master thesis investigates how organizational differences, in
terms of real estate management, between Swedish real estate companies impact the
competitiveness of the firm.

Purpose
The thesis aims to explore how organizational factors impacts how real estate companies
conduct real estate management operations. The study compares outsourcing and in-house
management with the purpose to establish guidelines for when one alternative is superior to
the other.

The area of research is limited to institutional investor-owned commercial real estate
companies in the Stockholm area with a market value above 10 Bn SEK.

Primary Questions
* What factors primarily affect organizational decision making in real estate companies?

* What are the benefits of outsourcing compared to managing real estate in-house?

* How would the real estate business benefit from considering outsourcing as a viable
option of handling real estate management?




Hypotheses

Our hypotheses orbit the areas that previous research has concluded are drivers for
organizational decision making. These are Customer Relations, Organizational Management
and Transaction Cost Efficiency, where the hypotheses are that companies focused on
Customer Relations will be more likely to carry out their real estate management In-House,
while companies focusing on Organizational Management and/or Transaction Cost Efficiency
will most likely outsource their real estate management.

Method

The empirical data is collected through a qualitative study that includes both distributing a
questionnaire and conducting multiple interviews. The goal of the questionnaire is to measure
the respondents understanding within the areas of Customer Relations, Organizational
Management and Transaction Cost Efficiency. The results indicate each company’s
underlying strategies regarding the organizational direction. The interviews are conducted
with professionals operating in the Swedish real estate market and constitute their approach
toward real estate management and the Outsourcing/In-House problem.

Conclusion

The results from the empirical investigation show that there are some evidence that
institutional investor companies operating on the Swedish real estate market acts according to
our hypotheses. Even though the findings are somewhat aligned with the hypotheses, there are
additional factors that affects organizational decision making.

* Owner - Important to consider the property owner, if real estate is not considered a
core business it might be beneficial to outsource the real estate portfolio

*  Purpose of the Ownership - The purpose of the ownership differs between companies.
Transaction intensive companies demand a flexible organization that might benefit
from outsourcing, whilst long-term real estate owners do not have the same need for
flexibility. Short-term and transaction intensive real estate owners tend to see the
property’s appreciation in value as superior to its dividend yield.

* Portfolio Design — The amount of personnel and level of competence needed to
manage the assets is very much affected by the size of the portfolio and the variations
between the individual properties. Variations in terms of geographical- and property
type distribution affects how flexible the company needs to be. For sub-markets or
non-core property types outsourcing can be superior to in-house management.

* Tenants - Different types of tenants require different levels of attention which in turn
determines the competence needed to meet all individual requirements. Real estate
companies needs to be flexible when it comes to customer relations, an added value
that is often overlooked when the real estate management operations is conducted by
consultancy firms whose primarily goals are related to profitability and financial
return.
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Sammanfattning

Den svenska fastighetsmarknaden har fordndrats mycket sedan finans- och fastighetskrisen
som #dgde rum mellan 1990-1993. Foretag som tidigare ansett sig vara teknik-inriktade
tvingades édndra sitt fokus till att vara mer service — inriktade, vilket dkade den interna
konkurrensen pé fastighetsmarknaden. Den organisatoriska utvecklingen har historiskt sett
varit eftersatt jamfort med andra branscher men har ocksa forindrats till foljd av den dkade
konkurrensen. Det finns organisatoriska skillnader mellan fastighetsbolag pa den svenska
marknaden som speglar varje bolags uppfattning av vad som &r ”den ultimata organisationen”
som i forldngningen paverkar organisationens struktur och l6nsamhet. Denna masteruppsats
utreder hur organisatoriska skillnader, vad giller organisering av fastighetsforvaltning hos
svenska fastighetsbolag i sin tur paverkar deras konkurrenskraft.

Syfte

Denna uppsats d@mnar utreda hur organisatoriska faktorer pdverkar hur fastighetsbolag viljer
att utfora sin fastighetsforvaltning. Studien jimfoér outsourcing med att skota sin
fastighetsforvaltning in-house 1 syfte att etablera riktlinjer géllande nir det ena alternativet ar
mer fordelaktig dn det andra.

Studien dr avgrédnsad till att behandla kommersiella fastighetsbolag som &dgs av institutionella
investerare, dr verksamma i Stockholm och har ett marknadsvirde over 10 miljarder SEK.

Fragestillningar
* Vilka &r de primédra faktorerna som paverkar fastighetsbolags val av organisering?

* Vilka &r fordelarna med outsourcing jamfort med att hantera fastigheter in-house?

* Hur skulle fastighetsbranschen gynnas av att Overvdga outsourcing som ett
andvéndbart alternativ vid organisering av fastighetsforvaltning?




Hypoteser

Uppsatsen hypoteser kretsar kring tre omrdden som forfattarna, genom den genomforda
litteraturstudien, funnit &r drivande vid val av organisering. Dessa omraden dr Kundrelationer,
Organisationsstyrning och Transaktionskostnads-effektivitet, ddr hypoteserna ér att bolag som
ar fokuserade pd Kundrelationer med storre sannolikhet kommer att ha sin forvaltning in-
house jamfort med foretag som &r fokuserade pd Organisationsstyrning och/eller
Transaktionskostnads — effektivitet.

Metod

Uppsatsen genomfordes genom en kvalitativ studie som bestod av bade en enkidtundersékning
och flertalet intervjuer. Syftet med enkétundersdkningen var att mdta respondenternas
forstaelse for uppsatsens tre centrala omrédden: Kundrelationer, Organisationsstyrning och
Transaktionskostnads —  effektivitet. = Resultaten = gav  indikationer pd  varje
foretagsbakomliggande strategier for sin organisatoriska utformning. Intervjuerna
genomfordes med yrkesverksamma inom den svenska fastighetsbranschen och pavisar deras
attityder gentemot problematiken kring Outsourcing/In-House.

Slutsatser

Resultaten fran den empiriska undersdkningen visade att det finns vissa belidgg for att
fastighetsbolag som &dgs av institutionella investerare samt dr verksamma pa den svenska
fastighetsmarknaden agerar i enlighet med vara hypoteser. Men trots att det generella
resultatet pavisar detta finns ocksa ytterligare faktorer som paverkar fGretagens val av
organisering.

e Agare — Det ir viktigt att ta hinsyn till Agaren, om #garen inte anser att fastigheter &r
en del av kirnverksamheten s& kan det vara mer I0nsamt att outsourca
fastighetsportfoljen.

* Syftet med fastighetsiigandet — Syftet med fastighetsigandet skiljer sig mellan olika
foretag. Transaktionsintensiva bolag krdver en flexiblare organisation som kan gynnas
av outsourcing, medan langsiktiga fastighetségare inte har samma flexibilitetsbehov.
Kortsiktiga fastighetsdgare tenderar att fastigheternas vérdeutveckling viktigare &n
direktavkastning.

* Portfoljstrukturen — Antalet anstéllda och krav pa kompetensnivéer bestdms till stor
del utifrdn storleken av fastighetsportféljen samt variationerna géllande
fastighetstyper. Variationer sdsom geografiskt 14ge och distributionen mellan olika
fastighetstyper pdverkar hur flexibelt fastighetsbolaget behdover vara. For vissa
delmarknader eller fastighetstyper som inte ligger inom kédrnverksamheten kan
outsourcing vara lonsamt.

* Hyresgiisterna — Olika typer av hyresgister kridver olika typer av uppmaérksamhet
vilket 1 sin tur paverkar vilken kompetens som krdvs for att tillgodose allas
individuella behov. Fastighetsbolag behdver vara flexibla i sin interaktion med
hyresgister och detta dr ett virde som kan forbises om fastighetsforvaltningen utfors
av konsultbolag, detta till f6ljd av att deras mél ofta utvérderas baserat pa 16nsamhet
och ekonomisk avkastning.
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1. Introduction

The introductory chapter explains the background to the investigated field, industrial
organization, and how the Swedish real estate market is shaped. The chapter contains
the problem definition of the thesis, aim and purpose, limitations, research motivation,

research questions and disposition.

This master thesis investigates how organizational differences, in terms of real estate
management, between Swedish institutional real estate companies impact the
competitiveness of the firm. The investigated problem is formulated through discussions
with various professors at KTH combined with a thoroughly conducted literature review.
The aim of the literature review is to highlight the most important ideas within the area
and to formulate an understanding regarding the current attitudes towards the problem.
The most extensive focus is related to theories within the area of industrial organization,
such as vertical integration, outsourcing and general organizational structure, which
constitutes the theoretical basis of the research. A preliminary study was initially
conducted in order to investigate the current state of the Swedish real estate sector. The
aim of the study is to identify motives behind different real estate management strategies
in order to explain in which scenarios one certain strategy is superior to another.

Industrial organization can be defined as the field of economics that comprehends the
structure of market competition and the strategic behavior of firms and individuals.
Studies within the field aim to increase understanding of the methods by which a specific
industry operates, both in short-run price competition and longer-run competition shaped
by entry, exit and investment decisions (Einav and Levin, 2010). Firm specific operations,
affected by the corporate strategy and organizational structure, are determined through the
managers’ perceptions of the market structure and the firm’s strengths and weaknesses.
Both the corporate strategy and the organizational structure impact the economic
performance of the firm. While the corporate strategy involves the long-run plan for profit
maximization, the organizational structure comprises the internal allocation of tasks,
decision rules and procedures for evaluation and reward (Caves, 1980). In industrial
organization, game theory has been utilized as an influential modelling tool for analyzing
strategic problems such as price setting and business expansion/contraction. Since game
theory provides information regarding how rational players will behave based on specific
market conditions, companies are able to increase their knowledge about the industry
(Horton Tremblay and Tremblay, 2012).



1.1 Background

Historically, organizational development has not been prioritized to a greater extent within
the real estate industry compared to other industries. The last decades has enabled
companies to outsource services related to accounting, finance and HR to shared centers
which have contributed to increased productivity. The lack of outsourcing within real
estate management is often motivated by the fact that the market is seen as illiquid and its
assets being unique (Farncombe and Waller, 2005).

The Swedish real estate market has been continuously developing since the financial- and
real estate crisis in Sweden 1990-1993 (Palm, 2014). The crisis impacted the industry in a
way that forced the companies to develop from technical-oriented into service-oriented,
hence increased customer focused. This development has caused the companies to offer
services that extend the provision of space, making the industry more heterogeneous and
competitive (Palm, 2015A; Palm, 2014). An increasing competition within the Swedish
real estate industry has led to strategy adaptions where both corporate- and organizational
strategies need to be considered in order to promote profitability. This has caused
differences between how companies operate within the business where the aim of superior
productivity affects organizational decisions (Palm, 2013).

In order to grasp how real estate companies operating on the Stockholm market choose to
allocate internal resources, this master thesis is initiated through a pilot study where the
largest market participants are investigated. This showed that a majority of the largest
companies consists of institutional investors that, despite having similar ownership
structure, show major differences regarding how the real estate management is handled.
What did not emerge are the underlying reasons for choosing either of the organizational
strategies, which is in line with earlier research made by Peter Palm (2013). His doctoral
thesis suggest further research regarding how different strategies regarding organizational
structures can stay competitive in a competitive market, where one determined strategy
should be more effective than others.

1.2 Aim and Purpose

The thesis aims to explore how organizational factors impacts how real estate companies
conduct real estate management operations. The study compares outsourcing and in-house
management with the purpose to establish guidelines for when one alternative is superior
to the other.

1.2.1 Limitations of the Study

The conducted pilot study shows that the largest organizational differences are found
between commercial real estate companies owned by institutional investors. Considering
that these companies have similar ownership structures and holds similar portfolios of real
estate, they are more or less a homogeneous group and suitable for forming the sample of
the qualitative research. By this, the area of research is limited to institutional investor-

owned commercial real estate companies in the Stockholm area with a market value above
10 Bn SEK.



1.2.2 Research Motivation and Research Questions

By investigating current trends regarding real estate management research and how the
industry is developing, we are able to identify a substantial gap. The problem that our
research investigates has been noticed in earlier research but never been the subject of a
thorough investigation. Companies operating on the Swedish real estate market are
traditional in their way of conducting business and our investigation examines an area of
improvement that can contribute to a developed way of evaluating organizations. This
master thesis will broaden the perspective of Outsourcing vs In-House and increase the
awareness regarding advantages and disadvantages of the both alternatives.

The thesis intends to answer the following questions:

* What factors primarily affect organizational decision making in real estate
companies?

* What are the benefits of outsourcing compared to managing real estate in-house?

* How would the real estate business benefit from considering outsourcing as a
viable option of handling real estate management?

1.3 Disposition

The thesis is outlined by eight main chapters, covering ‘Introduction’, ‘Literature review’,
‘Theory’, ‘Hypotheses’, ‘Methodology’, ‘Empirical study’, ‘Analysis’ and ‘Conclusion’.
In order to give a comprehensive view of the content, each main chapter is summarised
and presented below as well as in the beginning of each individual chapter.

Chapter 1 — Introduction

The introductory chapter explains the background to the investigated field, industrial
organization, and how the Swedish real estate market is shaped. The chapter contains the
‘problem definition’ of the thesis, its aim and purpose, and the limitations of the study,
research motivation and research questions and the ‘disposition’ of the thesis.

Chapter 2 — Literature Review

The purpose of the literature review is to present the gap in previous research the thesis is
meant to fill. The chapter begins to explain ‘strategic management’ together with strategic
planning and applied strategy. The second subchapter accounts for ‘organizational
management’ in terms of vertical integration, outsourcing and joint venture. This is
followed up by ‘organizational management in real estate’ where real estate management
from the perspectives of organizational management, customer relations and transaction
cost efficiency is discussed as well as adapting practices from other industries and
resource allocation & change management. The chapter ends with the subchapter ‘contract
efficiency’ which describes how collaborations between upstream and downstream firms
rely on mutual trust.



Chapter 3 — Theory

The theoretical framework that is used is based upon organizational and contract theory.
The organizational theory covers the contingency theory, the problematic nature of
structuring an organization and organizing in real estate. The contract theory is explaining
the problematic relation of designing contracts between both internal- and external actors
of the organization. Furthermore, the subchapter explains what organizations need to
consider in order to achieve efficient organizational outcomes.

Chapter 4 — Hypotheses

The third chapter is presenting the authors’ hypotheses regarding how real estate
companies behave related to the perspectives of customer relations, organizational
management and transaction cost efficiency, presented in the literature review. By
drawing parallels between findings from previous research, the authors have designed
hypothetical models how outsourcing and in-house management companies behave.

Chapter 5 — Methodology

This chapter describes the chosen approach regarding the conducted investigation, it
explains how the investigated problem was formulated and how information was gathered
and implemented in the study. Chosen strategies regarding the carried out qualitative
research, in terms of a questionnaire and several interviews, is presented. The chapter also
demonstrates how the credibility of the study has been maintained.

Chapter 6 — Empirical Study

The empirical study presents the outcome of the gathered empirical data that has been
used to formulate the results of the investigation. The conducted market analysis is
divided between the results of the questionnaire and the interviews combined with a
detailed description of the companies included in the study: AFA Fastigheter, AMF
Fastigheter, Folksam, Humlegérden, Skandia Fastigheter & Vasakronan.

Chapter 7 — Analysis

In the analysis chapter the empirical study is combined with the fundamental research,
theories and models used throughout the investigation. This chapter constitutes the results
of the investigation and demonstrates how the different companies included in the
empirical study act compared to the theoretical aspects of the study. The graphs from the
hypothesis is applied with data from the empirical study and subsequently analysed. The
chapter ends with presenting additional discovered factors that affects how real estate
companies choses to organize their real estate management functions.

Chapter 8 — Conclusion

In this chapter the concluding discoveries of the investigation are summarized and
presented. The most important parts of the thesis is briefly explained and presented
combined with the created models from the analysis. The chapter describes the authors’
findings regarding how institutional real estate companies should relate to the advantages
and disadvantages of in-house and outsourcing when organizing their real estate
management functions. Suggestions for further research are also included in the chapter.



2. Literature Review

The purpose of the literature review is to present the gap in previous research that the
thesis is meant to fill. The chapter is divided into four different subchapters within the
investigated area: Strategic Management, Organizational Management, Organizational
Management in Real Estate and Contract Efficiency.

Real estate management is one of the main activities that significantly impact the
performance of a property and its premises. Since the performance of the real estate is
essential to its tenants and their business, real estate management is a key activity in order
to maximize the financial output of the building and in turn increase organizational
competitiveness of the firm. It is thereby important to consider the relationship between
the overall performance of a real estate company and how real estate management is
organized. The underlying strategy of the real estate management aims to support the
overall strategy of the company, which in turn is based on the top management’s
perception of the market. The strategic differences between market competitors generate
variations in organizational structure and determine if certain operations are conducted
internal or external (Palm, 2015B).

2.1 Strategic Management

As competition in a market increases, companies need to find new ways to gain
competitive advantages in order to grow and capture larger shares of the market. Since all
decisions and operational approaches are imbued by strategies formed by organizational
objectives, it is the overall strategy that enables the company to maximize its internal
strengths when impacted by external change (Collis & Rukstad, 2008; Craig, Dibrell &
Neubaum, 2014; Crossan & Jasper, 2012).

By applying a resource-based view of the firm, companies will increase their
understanding regarding how operations are driven by the company’s resources in a
competitive market. Companies are, in this perspective, seen as sets of material and
immaterial resources that determine potential performance and in turn competitiveness.
Since multiple companies are not able to obtain identical sets of resources all markets hold
some level of heterogeneity. This in turn, contributes to the importance of identifying and

utilizing resources that may create sustainable competitive advantages (Barney, 1991;
Collis & Rukstad, 2008).

Barney (1991) argues that sustained competitive advantages derive from firm-specific
capabilities or resources that are valuable, rare, imperfectly imitable and non-substitutable.
Barney and Clark (2007) developed the framework and included the question of
organization, where the firm’s ability to utilize the resource is also accounted for. In order
to apply and develop resource based management, Barney, Wright and Ketchen (2001)
argue that firms need to focus on competitive strengths, customer management and



innovativeness. These components should form the overall strategy, which in turn enables
the company to capture value-creating resources and achieve sustained competitive
advantage.

Even though the resource based view enables companies to create strategies based on
internal resources and capabilities that enhance competitiveness, it does not state how to
maximize its value nor how to achieve synergy between different resources. In order to
reach strategic effectiveness, companies need to encompass operational capabilities that
support strategic planning and operations. (Ford & Paladino, 2013; Hubbard, Johnson &
Zubac, 2010)

2.1.1 Strategic Planning

Strategic planning is an area within strategic management that was based on Frederic
Taylors work regarding scientific management. The concept is about developing business
models and strategies through separating planning and strategic thinking, where the aim is
to achieve a superior strategy to pursue. Instead of evaluating data as an input for strategic
decisions, strategic development should be based on a combination between internal
knowledge and external market information. Strategic planning should be an innovative
process that creates a synthesis between creativity, experience and hard data from
managers and employees within the company. This implies that in order to maximize
utilization of internal resources, intellectual capital needs to be managed and promoted
when formulating strategies (McLean, Yang & Zheng, 2010; Mintzberg, 1994).

Historically, strategic planning has been marked as a bureaucratic process conducted by
the CEO which mainly focuses on financial control. Through the nature of the process the
continuous development was left out in favor for formal approaches that supported
financial goals. Within the modern view of strategic management the concept has been
developed into a process where innovation is sought and takes the entire organization into
account, where the employees have a responsibility in developing the strategy instead of
only implementing it. Previous studies have shown that strategic planning requires the
management to combine soft and hard data in order to make rational decisions and in turn
develop the organization (Mintzberg, 1994; Palm, 2013).

2.1.2 Applied Strategy

Although strategic planning is crucial when formulating business models, companies need
to ensure that their strategies are aligned with external demands and internal prerequisites.
This implies that all companies strive to match their internal capabilities with the market’s
external opportunities, thus firm-specific strategies are generated through each company’s

perception of the market and how intellectual capital is managed (McLean, Yang &
Zheng, 2010; Palm, 2013).

To what extent the strategy matches external market conditions, is referred to as its
market-fit, indicating how appropriate a certain strategy is based on environmental
opportunities. A high level of fit indicates a broad understanding of the environmental
context of which the company operates within, contributing to positive effects regarding
economic performance. As competition increases in a market, its participants are forced to
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develop in order to meet new requirements and market demands. Considering highly
competitive markets, companies’ ability to exploit market conditions is crucial in order to
maintain competitiveness (Katsikeas, Samiee & Theodosiou, 2006; Palm, 2013;
Vankatraman & Camillus, 1984).

The utilization of internal intellectual capital is based upon the company’s ability to link
knowledge management to their strategies. Companies capable to create, store, share and
develop knowledge are more likely to reach effectiveness regarding organizational
structure. This also implies a deeper understanding concerning internal strengths and
weaknesses, demonstrating if resources should be allocated in-house or outsourced
(McLean, Yang & Zheng, 2010).

2.2 Organizational Management

Within the field of organizational management, companies have different options of how
to structure their organization. The choice of organizational structure should be drawn
from the business model set up by the company and promote chosen strategies. The two
main areas where companies differentiate the management of their organizational
structure are vertical integration and outsourcing. During the past decades additional
options has been available that lies somewhere in between the traditional options, such as
Partnering and Joint Venture (Cooper & Gardner, 1993; Gilley & Rasheed, 2000; Hitt,
Jobe & Rothaermel, 2006; Kogut, 1988; McLean, Yang & Zheng, 2010).

2.2.1 Vertical Integration

As a part of continuously developing the organization in order to gain competitive
advantages, vertical integration is a possible strategic option to use. Vertical integration is
when a company acquires other companies that create value in their production chain.
Good examples for this are Skanska and Einar Mattson who both started out as contracting
and construction companies but has over the years extended their businesses through
vertical integration. Both companies still has contracting and construction as a major part
of their business but have additional functions such as owner of properties, property
developer and property management that is separated from their original core business. In
this regard Einar Mattson also offer outsourcing services within project management to
other companies (Lind, 2015).

Past research has portrayed vertical integration as a way of increasing a firm’s value
through increasing internal control and decreasing transaction costs. Other advantages
with vertical integration is that the internal knowledge is strengthened, which can have a
positive effect on the quality of the offered products. Although vertical integration
contributes positively to firm performance (mainly through reduced transaction cost) it can
limit the company from acknowledging market competence. As the company becomes
more vertically integrated, the internal knowledge increases and the need for external
services decrease. This implies that information from the market, such as price and quality
references, is diminished which in turn might lead to decreased competitiveness (Harrigan,
1985; Hitt, Jobe & Rothaermel, 2006). A potential solution for this problem is to use Einar
Mattsons approach, which involves performing outsourced services in order to account for



the quality and price of performed services on the market (Lind, 2015).

2.2.2  Outsourcing

As companies raise their awareness regarding other competitors and service providers, top
managements increases their ability to evaluate and compare in-house competences with
those offered on the market. This is one of the factors that have contributed to large
organizational changes observed in a variety of industries. The basics of outsourcing is the
process of externalizing previous in-house activities to outside suppliers and has, during
the last decades, been one of most common tools when trying to exploit external expertise
or streamline an organization as an effort to capture cost savings and increase strategical
flexibility (Gilley & Rasheed, 2000; Duhamel & Quélin, 2003; Hitt & Holcomb, 2007;
Stener Pedersen & Jenster, 2000).

It is argued that outsourcing enables companies to concentrate their resources on core
activities contributing to the competitiveness of the firm. Since not all competences are
equally important to incorporate, successful outsourcing of non-core activities is
nowadays seen as key to competitiveness. Empirical evidence shows a long range of
successful outsourcing arrangements over the last decades which in combination with
continuous demands for cost reductions and increased profitability has made the
outsourced activities move closer to those considered as core. This progressive trend
makes companies rely on service suppliers to a greater extant which in turn contribute to
companies’ loss of control, declining innovation and in the long run, insufficient research
and development (Gilley & Rasheed, 2000; Stener Pedersen & Jenster, 2000).

The organizational decisions whether to outsource or insource specific functions holds a
high level of complexity where both alternatives often generates different benefits for the
company. The general idea is that insourcing of close-core activities requires the company
to commit a large amount of resources that are difficult to reverse. Even though this
implies that insourcing might limit strategic flexibility, it enhances companies’ ability to
embrace new technological breakthroughs which in turn may increase productivity and
overall competitiveness (Gilley & Rasheed, 2000; Hitt & Holcomb, 2007). Both Duhamel
and Quélin (2003) and Hitt and Holcomb (2007) emphasizes the importance of firms’
capability to identify activities’ suitability for outsourcing and how to value the tradeoffs
between outsourcing and insourcing benefits. Since strategic outsourcing accounts for the
activities’ vitality to the outsourcing company, it creates value beyond cost benefits within
company’s supply chain.

2.2.3 Joint Venture

Joint venture is when two or more companies cooperate by using combined resources
within a joint organization to gain cross-company advantages. The three main areas that
underlie entering into a joint venture relationship are transaction cost benefits, gaining
competitive advantages and increase the organizational knowledge. (Kogut, 1988)

Transaction cost benefits, in the context of joint venture, are related to potential saving if
services or products are more cost efficient when conducted by a cooperative supplier. In
this regard the benefits has similarities to vertical integration but can be used in a wider
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extent, for example a company can gain the organizational advantages of vertical
integration without having access to the capital needed for an acquisition. While
transaction costs are based on increasing efficiency in producing products or services,
competitive advantages is a different view of the gains of joint ventures. This area of
strategic management highlights the effects of the positioning on the market, without
regards to the transaction costs. The cooperation within the joint venture can generate
increased transaction costs but still be beneficial, this due to increased value of the
company through an improved competitive position on the market. The third area that can
explain why joint ventures occur is organizational learning. This area is not based on
potential economic gains, but rather on incentives related to organizational development
through increased knowledge and learning (Kogut, 1988; Inkpen & Li, 1999).

The process of achieving a profitable cooperation within joint venture is not obvious and
demands full dedication from the involved parties. The companies within the joint venture
need to understand each other’s strategic objectives with the cooperation and work
towards creating mutual value (Inkpen & Li, 1999). Although the challenges of joint
ventures are commonly known, a large portion of these alliances fail due to opportunistic
behavior from either of the involved parties. The exchange is somewhat based on sharing
sensitive information which is why a high level of trust is needed. The individual
company’s transparency and regard for the other party’s interest it what determines the
success of the joint venture (Park & Russo, 1996).

2.3 Real Estate Management

The real estate industry trends, as a lot of other industries, towards increased
organizational flexibility through progressive outsourcing (Lind, 2015; Kotabe, Mol &
Murray, 2012). In most cases, the outsourcing process only involves non-core activities
and functions that do not provide large impact to the overall strategy. The tighter
organizational structure enables the actors to focus on core and close-core activities such
as owning, managing and trade real estate, those activities that are the center of the
business strategy and significantly impacts the financial result. Even though most real
estate companies see these activities as vital functions to ensure competitive operations,
some actors choose to outsource their real estate management as well. (Damodaran, John
& Liu, 1997; Farncombe & Waller, 2005; Lind, 2015)

According to Black and Gibler (2004), there are a certain number of reasons to how
companies choose to structure real estate management functions. They conducted a
research in a global scale through interviews and questionnaires with corporate real estate
personnel and real estate service providers. Some of the most important reasons for
outsourcing are to obtain specialist skills, focus on core competence, improve customer
satisfaction and adjust to work fluctuations. Palm (2013) did a research paper on the
Swedish commercial real estate industry, where similar factors were part of the findings:

» Costumer focus - Enables focus on costumers instead of operations and maintenance.
* Local function - Enable investments in areas without local presence.



» Flexibility - The contract period of the outsourcing can match the investment period.

Concerning in-house management, Black and Gibler (2004) demonstrate reasons why
some companies have returned to in-house management, such as issues with service
quality, control and dissatisfaction with providers. Unlike Black and Gibler, Palm (2013)
presents reasons why real estate companies choose not to outsource property management
functions. Even though the articles does not investigate the exact same area, both pin-point
resembling findings here as well:

» Direct contact with costumers - Making sure that the customer relation is maintained.
» Short decision paths - All questions from the tenants can easier be addressed.

» In charge of the question - Decisions are made 100% in line with the business model.
+ Basis for investments - Enables information for solid investment decisions.

Highly competitive markets promote efficiency and quality, related to the real estate
market this might imply organizational changes by doing motivated trade-offs between in-
house and outsourcing property management (Lam, 2012). Earlier research has been
investigating why certain structural changes to real estate organizations has occurred,
rather than acknowledging the fact that companies are able to survive within the same
competitive market even though either in-house or outsourcing companies should have
been outcompeted by the other. By evaluating the factors pin-pointed by Black and Gibler
(2004) and Palm (2013), the underlying drivers for organizational decision making orbits
three main areas: Customer Relations, Organizational Management and Transaction Cost

Efficiency.

2.3.1 Customer Relations

The basis for customer relations lies within two different areas that need to be
differentiated between, production and value creation. Due to structural differences these
processes affects the outcome of the relation differently. While production focuses on
creating the tools that enables the customer to conduct daily operations, the process of
value creation aims to maximize the potential of such resources. Hence value creation is
about adapting the product based on the customer needs, providing prerequisites for
increased productivity. Value creation requires that the customer improves in some way
throughout the usage of the product, which puts demands on the product- or service
provider (Gronroos and Ravald, 2010). It is of great importance that the product- or
service provider sees the customer as a long-term relationship resource that through
collaborations can help improving the service, instead of considering factors such as short-
term cost efficiency. Previous research has proved that well-managed customer relations
strengthen the company reputation and aiding the process of profitability (Palm, 2015A).

During the last decades, the need for well managed customer relations in the Swedish real
estate industry has increased. This has led to an environment where property owners are
forced to consider customer needs and deliver products that exceed lending an area of
space. By considering the customer relations a higher level of competitiveness can be
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obtained, which is necessary in order to survive in today’s environment (Palm, 2013).
Since real estate management includes business-to-business relationships, customers can
be used to benchmark service quality and provide information of market needs (Palm,
2015A). The increased demand for customer services in real estate is nothing that is
unique for the Swedish real estate market. Guy Knowles (2004) describes how Canadian
real estate companies have developed their strategies in real estate management in order to
meet increased tenant needs. He states that the basis for a well-functioning relationship
between property owners and its tenants is to enhance communication channels and
endorse direct contact between the parties.

Key Concepts: Customer Focus, Direct contact with customers, Information from the
market, Improve customer satisfaction.

2.3.2 Organizational Management

The organizational strategy is the science of adapting the organization to fully support the
overall strategy of the company by taking actions to enable reaching the goals of the
business model. The performance of the organization is determined through the ability to
consider both the internal- and the external environment. In other words, the organization
should be structured based on its own strategic business objectives and also regard the
market of which it operates within (Dutton and Jackson, 1987).

In the Organizational Management perspective the objective is to maximize the long term
profit and benefits of the organizational structure. The ultimate responsibility for
structuring the organization usually lies within the top management and will be based on
their perception of the external- and internal environment (Palm, 2015A). Two
expressions are continuously recurring throughout the literature, threat and opportunity.
This according to both Dutton and Jackson (1987) and Palm (2015A) is connected to how
well the company is able to structure the organization based on external threats and
internal opportunities.

One of the main reasons for outsourcing decisions is to reduce internal resources spent on
non-core activities. From an organizational perspective, it also entails streamlining the
organization in accordance with the firm’s overall strategy and also increasing
organizational flexibility (Duhamel & Quélin, 2003). Kolawole and Agha (2015)
emphasize the importance of weighting the organizational advantages gained from
outsourcing to the loss of in-house competence. Companies that rely too much on external
service providers tend to decrease their ability to act proactive and promote innovation.
Also, outsourcing of close-core activities that provide core business necessities might in
turn harm the firm’s core business performance (Pichler & Turner, 2007).

Key Concepts: Local function, Flexibility, Short decision paths, In charge of the question,
Obtain specialist skills, Focus on core competence.
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2.3.3 Transaction Cost Efficiency

The transaction cost approach covers the direct costs generated when conducting business
or service exchanges between firms and includes the costs related to information
exchange, engagement in the contract formation and service exchange. Williamson (1981)
demonstrates that transaction costs can be subject to opportunistic behavior, making costs
related to conflicts, misunderstandings or other interruptions of the business/service
exchange considered transaction costs as well. In order to minimize such frictions, the
organization strives to ensure that every transaction runs as smooth as possible.

One of the main determinants for how a service is carried out is based on the underlying
contract. It regulates what the service should accomplish and how it should be conducted,
which in practice is harder than it seems. Since contracts are incomplete and cannot
foresee all possible outcomes of the work, due to bounded rationality, it is impossible to
avoid opportunistic behavior from either of the involved parties. This needs to be
considered since it constitutes as a cost in the transaction process (Palm, 2015A).

In order to impede the occurrence of high transaction costs, the contract needs to be as
specific as possible and cover all possible aspects. This especially applies to contracts
covering broad agreements, such as outsourcing in real estate management (Lam, 2012).
Since outsourcing decisions are often based on cost advantages, the consequences of
incomplete contracts counteract the motive for the organizational transition. This implies
that in order to effectively carry out outsourcing agreements, the outsourcing party need to
possess high knowledge in how to reduce unnecessary transaction costs (Hill & Jones,
1988; Yang, Wacker & Sheu, 2012).

Key Concepts: Cost control, Transaction cost control, Value-for-Money.

2.3.4 Adapting Practices from other Industries

In the market for real estate management, outsourcing has not been taking place in such a
large scale as in IT and accounting. But as real estate has grown into a more customer-
focused industry, market participants have increased their awareness regarding adapting
practices from other industries (Evans, 2000; Farncombe & Waller, 2005). This in turn has
revealed opportunities for the whole industry to develop and create new types of
collaborations, e.g. the PRIME contract which enabled the UK Government’s Department
of Social Security (DSS) to outsource its entire real estate portfolio to one service
provider. The partnership approach of the PRIME contract is formulated to achieve high
efficiency and provided DSS with the flexibility to reduce the real estate portfolio to 60
per cent of its original size as well as a 22 per cent estimated cost savings over the contract
period (Evans, 2000).

Farncombe and Waller (2005) give an example of how Proctor & Gamble outsourced their
global real estate services, covering over 1.3 m sq m, to Jones Lang LaSalle. Even though
this contract is considered a landmark in real estate outsourcing, there are a number of
barriers to overcome before outsourcing in the real estate market is able to work
efficiently. Due to a lack of large scale frequent transactions, real estate is seen as an
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illiquid market when comparing to those holding more tradable assets or services. In order
to overcome these issues the assets needs to be dealt with as utilities by those who do not
include holding real estate in their core business. Another factor that impacts the
development of real estate management outsourcing in a negative way is under-priced
management services in order to get beneficial real estate transactions as a clause of
management contracts. This implies that the true costs of the contract are impossible to
estimate since the costs related to the actual work are not reflected in the fee structure,
contributing to the risk of non-objective contract management.

Farncombe and Waller (2005) present a model which describes how the value added by all
properties passes through four stages: Differentiator, Core, Utilities and Commodity. E.g.
one market participant decides to differentiate in order to increase its competitiveness and
when it later turns core as a result of efficient industry functioning, other market
participants will try to acquire similar assets. This will decrease the level of differentiation
and transform the assets into utilities, vital for business operations and finally into a
commodity necessary for participating in the competitive market.

2.3.5 Resource Allocation and Change Management

As a result of today’s changeable and unpredictable business environment and
technological advancements corporations continuously revise and develop their business
in order to meet the market’s demands for competitiveness. Corporations commonly
choose to concentrate their resources on core activities that contribute to its
competitiveness. When looking to the real estate industry, a lot of the changes in
outsourcing has been applied to facility management but not expanded further. Glagola
(2000) argues that, even though outsourcing of real estate will most likely affect those
activities directly linked to production, firms where real estate is not considered a core
asset should reconsider outsourcing due to the high cost-intensity of such assets. This will
enable companies to concentrate their financial and intellectual resources on those
activities that contribute to increased competitiveness and in turn maximize stakeholder
value. Glagola (2001) states that in order to achieve a successful competitive strategy
companies need to: (1) Concentrate on developing impeccable capabilities that their
customers really appreciates; (2) Leverage the capabilities and investments of competitors
by using correct outsourcing; (3) Uses outside expertise to improve knowledge and
innovation; and (4) eliminate inflexible parts of the organization such as bureaucracy and
fixed overhead expenses.

Corporate real estate departments that aim to support the overall business strategy of the
company must strive to streamline their portfolio management where outsourcing is a
legitimate alternative to consider. But in order to make the transition from in-house
management to outsourcing successful, the outsourcing party needs to embrace the
importance of change management. In order to minimize the loss in productivity the
company must base their decisions on strategic factors and apply frameworks for how the
transition is to be made, monitored and evaluated (Glagola, 2000; Glagola, 2001).
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2.4 Contract Efficiency

The interaction between firms in a real estate management outsourcing relationship faces
challenges such as the collaboration between in-house staff and external service providers.
Ronald van Nattem and Adri Proviniers (2012) differentiate between four types of
contracts: (1) Hours; (2) Effort; (3) Results; and (4) Performance. The “hour contract” is
described as a traditional contract and also most basic one where the contractor gets paid
for every hour that is spent on the company’s behalf. The “effort contract” slightly
increases the demand on the contractor and contains risks related to efficiency. In “results
contracts” the contractor needs to deliver the expected output in order to fulfil the
agreement, hence more risk shifts over to the service provider. The last contract that is
described is based on performance and includes both commercial and reputation risks for
the contractor. Freybote and Gibler (2011) argues that, if observed from a contract theory
perspective, the relationship is infiltrated by classic principal-agent problems assuming
that the agent acts opportunistic and exploits information asymmetries at the expense of
the principal.

The risk that lies with the outsourcing contract increases as the contract grows in size and
becomes more complex, the outsourcing company receives counterpart risks in terms of
lacking professional knowledge regarding work routines, efficiency, commerce and
technology. This would mean that total outsourcing in corporate real estate management
only leads to increased risks for both parties which in turn will make them use well proven
and non-innovative concepts. But if collaboration is promoted through mutual incentives
that also balance the high risk, both innovation and industrial improvements can be
stimulated (Freybote & Gibler, 2011; van Nattem & Proviniers, 2012).

Even though all these aspects are considered, contracts cannot cover all contingencies
which contribute to a higher demand for monitoring. Monitoring includes controlling for
quality and performance that in turn leads to increased transaction costs and decreased
savings as a result of outsourcing. As asymmetric information increases with the
complexity of the business environment and level of market imperfection and the fact that
the real estate market is prone to incomplete contracts, corporate real estate managers runs
a high risk of being exploited by real estate service providers. In order to balance
incomplete contracts, minimize costs related to transactions and align the interests of
principal and agent, both parties need to be able to trust each other. In a business context,
trust is defined as confidence that the counterpart of the contract will only take actions that
will result in a positive outcome. This means that trust is built upon the belief that a firm’s
business partner is not only interested in its own welfare but also value the success of the
relationship. In order to promote trust in corporate relationships and in turn reduce
transaction costs, companies should strive to form strategic alliances such as joint ventures
and partnering (Freybote & Gibler, 2011).
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3. Theory

The following chapter aims at describing the theoretical framework of the thesis.
Theories and models that are applied throughout the investigation are explained in
order to make the reader understand the basis of the thesis. The theoretical framework
is divided between Organizational theory and Contract theory

3.1 Organizational Theory

The area of organizational theory has during the last decades been developing where focus
has been continuously changing. During the 1950’s, organizational theory was mainly
based on System Theory which emphasizes the importance of observing a wide variety of
societal aspects as open systems. In 1956 Kenneth Boulding created a systematic scheme
containing nine levels of empirical subsystems, which was an attempt of explaining how
different systems in the world are connected. Boulding aimed at bringing interdisciplinary
order that would facilitate the understanding between researchers in different specialized
areas of research.

Level Systems Complexity
9 Trancendenta A
8 / Social Organizations \

7 Human

6 Animal

5 Genetic Societal

4 Open Systems \
3 Cybernetics

2 Clockworks

1 Frameworks

Figure 1: Systematic scheme by Kenneth Boulding (Styhre, 2006).

Bouldings research was applied within the field of organization and originally
organizations were included within the third level, Cybernetics. Within this level the
systems functions as a thermostat, where the system organizes itself through well-defined
goals, information and adjustment behavior. Since this view is projecting organization in a
simple way, researchers realized that the field of organizations should be included in open
systems. This system level highlights the importance of acceptance from the surrounding
environment in order to survive. Related to organizations this implies that companies need
to adjust their organizations based on their perception of surrounding factors within their
operating environment. An important element in open systems is the internal ability to act
on market variations, e.g. the ability to develop the offered product based on continuously
changing customer preferences (Eriksson-Zetterquist, Kalling & Styhre, 2006).
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3.1.1 Contingency Theory

System theory was during the 1960°s further developed where uncontrollable factors in
the business environment was highlighted as increasingly important. The Contingency
theory differs from earlier System theory in regards to how external factors occur and can
be handled. Within this field of organizational theory research points out that external
factor are continuously changing with responding company behavior that does not follow
any kind of social law. This makes the organizational process even more complicated and
it is harder to define the “best way” of organizing the company. The Contingency theory is
divided into two areas of discussion: Contextual factors and Organizational consequences
(Eriksson-Zetterquist, Kalling & Styhre, 2006).

Contextual factors are factors that influence the company in different ways, how these
factors should be approached is continuously different making it hard to determine the
best practice in terms of how to structure the organization. These factors are commonly
divided into both internal and external, where the match between how the internal
capabilities matches the external expectations determines the level of success. Examples
of external factors are the rate of variations on the market and the demand for R&D,
internal factors are for example the complexity in marketing and the capabilities of the
employed. In this regard the Contingency theory interprets differences in organizational
structure as a reaction to how companies adapts to contextual factors (Eriksson-
Zetterquist, Kalling & Styhre, 2006; Schreydgg, 1980)

Based on the fact that contextual factors impact the choice of organizational structure, it is
important to understand the potential consequences the organization may suffer as a result
of how external factors are handled. In this area organizations are commonly divided into
mechanical and organic structure. If a company is mechanically structure it is defined by
specialized working tasks where the connection between the business and the overall aim
are low. There is a gap between top and bottom management in terms of mediating the
overall business goals, hence bottom management can have difficulties in understanding
the aim of the tasks that constitutes key activities. In contrary to the centralized
organization in mechanical structure, organic structures are more decentralized,
changeable and less specialized. The organization is more flat and promotes a deeper
internal understanding. Generally a mechanical structure is used in stable industries while
an organic structure is utilized in dynamic industries (Eriksson-Zetterquist, Kalling &
Styhre, 2006).

3.1.2 The Problematic Nature of Structuring an Organization

As mentioned earlier, organizations are designed based on internal and external
contingency factors that form the prerequisites of a company’s survival. Henry Mintzberg
(1980) divides organizations into 5 basic parts where each part has different
responsibilities and purposes, which in one way or another are affected by contingency
factors.
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Figure 2: Henry Mintzberg's five components of an organization (Mintzberg, 1980).

The Operating Core is the part of the organization that conducts or produces the basic
products or services. The main value creating process that the company is producing
comes from the operating core. The Middle Line constitutes of the middle management
which are the managers that conveys information and has a formal authority that is
between the people in the Operating Core and the Strategic Apex. The Strategic Apex is
the top management of the organization where the overall business goals are formulated
and monitored. The last two parts are constitutes as supporting functions to the
organization. The technostructure is an analyzing function that designs, maintains and
adapts the organization based on its environment, for example accountants, schedulers and
planners. The Support Staff is groups such as legal counsel, public relations, restaurants
and cafeterias, which indirectly supports the organization. These five parts of the
organization develops along with the size of the company. The Operating Core is the
fundamental reason behind the business and is usually the main focus initially when a
company is founded. As organizations grow the need of coordination increases which is
done through delegating responsibility and developing supporting functions (Mintzberg,
1980).

3.1.3 Organization in Real Estate

As a result of the real estate crises in the early 1990’s, the Swedish real estate market was
dramatically reconstructed which led to governmental clearance regarding real estate. As a
direct result of the changing environment, a new trend with real estate focused companies
was created which was the start for many of today’s main actors. The structural changes in
the market gave rise to low-risk investments which attracted large foreign companies, such
as GE Real Estate, to invest in Swedish real estate. The increased competitiveness raised

the demand on existing market participants in terms of efficiency (Lind & Lundstrém,
2009).
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From an efficiency perspective, real estate should be owned by the one who is able to
manage them in the best way possible. This implication is the foundation of recent market
trends where market participants have, during the last decade, streamlined their portfolio
from a geographical and/or function based perspective. Even though streamlining leads to
increased management efficiency, a less diversified portfolio generally generates
increased sensitivity towards market fluctuations and in turn greater risk. In order to
counteract the increased risk a specialized real estate company normally would face, these
companies commonly concentrate their portfolio in stable geographical areas and high-
demand properties (Lagelius & Pikosz, 2013; Lind & Lundstrom, 2009).

The design of the portfolio is one of the main factors that shape the organizational
structure of company. Other factors such as owner structure and market conditions are
considered as important determinants as well and will affect performance and how the
firm responses to organizational change. The organizational structure does, in turn, impact
the business in terms of investment policies and the extent of agency costs (Hsu, Mannari
& Marsh, 1983; Damodaran, John & Liu, 1996).

Organizational structure has, during the last couple of years trended to higher complexity
consisting of more involved parties and has contributed to questionings whether these are
manageable in an effective way or not. In order to grasp the interplay in high-complexity
structures it is required to understand how a real estate company is constructed from the
ground up. The structure of ‘the small property owner’, presented in Figure 3, shows that
it is the owner who handles the management and the employees who manages daily
operations of the company. This structure is characterized by short decision-paths and a
free flow of information, hence issues regarding information and control is very limited
(Lind & Lundtsrom, 2009).

Owner

Employee Tenant

Figure 3: Organizational scheme for a small real estate company (Lind & Lundstrom, 2009).

When the company grows but is still privately owned, the owner is assumed to employ a
manager who is in charge of the business. The structure of the organization, presented in
Figure 4, is slightly changed and the management’s interaction with the tenants is more
limited. This leads to a slight increase in risk regarding information being modified due to
different interpretations on different levels (Lind & Lundstrom, 2009).
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Owner

Executive
Committee

Employee

Tenant

Figure 4: Organizational scheme for a medium sized real estate company (Lind & Lundstrém, 2009)

When observing a listed real estate company or a real estate investment trust, who is able
to outsource larger parts of the real estate management, the organizational structure
incorporates a third party as well. This is demonstrated in Figure 5 and encompasses a
higher level of complexity. This kind of structure entails challenges in terms of internal
communication and the involved parties need to increase transparency towards one
another in order for the co-operation to be successful (Lind & Lundstrom, 2009).

Shareholder
Board
Executive
Committee 1
Real Estate
Management
Company
Employee
Real Estate
Management
Staff
Tenant S|

Figure 5: Organizational scheme for a major listed real estate company (Lind & Lundtsrém, 2009).
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Damodaran, John and Liu (1996) states that a tighter organizational structure leads to
reduced agency costs, but also contributes to detriments in terms of restrictive constraints
on investments. The aftermath of organizational change need to be evaluated in advance in
order for the management to make tradeoffs between the benefits and disadvantages of
different structures.

3.2 Contract Theory

Contracts are documentations of the players’ rights and obligations, which from an
efficiency perspective should specify agreements for all observable situations that can
occur. Contracts can be distinguished between ‘general agreements’, which is applicable
when the circumstances for all observable situations cannot be verified by a third party,
and ‘specific agreements’, where the circumstances are verifiable.

Specific agreements constitute the basis for more comprehensive contracts such as
‘Completely contingent contracts’. It is the assumptions of complete rationality, which
itself is responsible for the fact that everything is fully contingent and all goods and
services exhibit observable characteristics, that makes these contracts specific.

If there is still complete rationality but the assumption that all relevant data is accessible to
everyone is abandoned, the design of ‘complete contracts’ is allowed. Complete contracts,
just like complete contingent contracts, does only consists of specific agreements but in
these cases only the persons involved in the contract may obtain all relevant information.

When bounded rationality is introduced, the assumption that contracts can incorporate all
relevant information regarding all prospective circumstances is abandoned. This results in
‘incomplete contracts’ where room for unpredicted forthcoming circumstances is made. In
order for an incomplete contract to be considered as effective, it incorporates specific
agreements for all situations where information is observable and verifiable.

Which type of contract that is applicable determines how the interacting parties will act
and what strategies are to be used. This type of interrelation is often handled through game
theory and aims to predict the outcome of the agreement (Hendrikse, 2003; Milgrom &
Roberts, 1992).

3.2.1 Game Theory

Game theory is an analytical structure used to describe situations and following
consequences when multiple, interacting, parties take actions that affect each other. The
method is useful when evaluating motivation and co-ordination issues that emerge in joint
as well as opposing interests, both within and between firms. This type of non-cooperative
game assumes all players to act rational and consists of five elements:

* Players

* Actions/Strategies

* Payoffs

* Information structure
* Rules
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Where ‘players’ are anyone able to take actions, i.e. employers, employees, government
agencies and firms. The possible choices that are available to the players are represented
by ‘actions’ or ‘strategies’, where an action is an available choice possibility and a
strategy specifies the actions taken in every observable step of the game. Different
strategies lead to different ‘payoffs’ which are summarized by all benefits and costs
related to each specific strategy and under the assumption that all players act rational, the
game will end in equilibrium. In this situation, all players possess all available information
but in order to make the game more realistic, the ‘information structure’ needs to be
altered. Normally, the principal is only able to observe the outcome, not the effort level,
performed by the agent which in turn makes the principal unaware of the strategy of the
agent. The ‘rules’ of the game sets another framework for how the game is to be played,
i.e. the sequence of decision-making, and holds just as great impact as any of the five
elements.

Since non-cooperative game theory provides insight in how different parties act in
multiple-party situations, it offers important knowledge in how different strategies and
actions can be predicted which in turn gives us the opportunity to formulate contracts

where conflicting interests can be minimized (Hendrikse, 2003; Milgrom & Roberts,
1992).

3.2.2 Theorems in Contract Theory

The solutions to motivation and co-ordination issues are many, i.e. by prices or by explicit
or implicit agreements. ‘The welfare theorem’, which is seen as the most important result
in the theory of equilibrium, addresses the advantages of the price mechanism and states
that:

If

1. Each firm is profit-maximizing and are aware of the prices and its own production
technology;

2. Each consumer is utility-maximizing and are aware of the prices and his/hers own
preferences;

3. Income and prices levels are such that demand equals supply for all goods and services
Then
The resulting allocation of goods and services is Pareto-efficient.

This means that it is impossible to make anyone individually better off without making at
least one other individual worse off. The welfare theorem describes, through Pareto-
efficiency, how resources are allocated in the most efficient manner possible. But since
markets seem to contain problems with externalities and public goods, there is a demand
for possible solutions. This can be dealt with in numerous ways, i.e. by increasing taxes on
activities with negative repercussions while those contributing to positive externalities are
subsidized or through internalization where the conflicting interests between producer and
receiver are eliminated when they merge. ‘The Coase theorem’ is a third way of dealing
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with the problems of markets with externalities and a small number of participants on the
demand or supply side. The theorem states that:

If

1. Property rights are defined, allocated and enforced,
2. Bargaining is efficient

Then
Every allocation of property rights in externalities will result in a Pareto-efficient allocation.

Both theorems are often used as benchmarks since they describe under what circumstances
markets function well and if there are any doubts about allocation efficiency, the theorems
describes the violation of at least one of the assumptions as the cause (Hendrikse, 2003).

3.2.3 Principal-Agent Models

The basic principal-agent relationship consists of two parties where the principal hires the
agent to conduct operations on behalf of the principal. An interesting principal-agent
relationship includes three components:

* An available surplus
* A conflict of interests
* Information asymmetry

The principal is often assumed to be risk-neutral while the agent is expected to be risk-
averse. The boundaries of the relationship are specified in the contract which is designed
by the principal and accepted by the agent. In order for the agent to perform the task, the
principal need to be willing to pay more than the cost of the agent’s execution. Once the
contract is accepted, the agent chooses a level of effort to invest in the assignment. Under
the assumption that both parties are utility maximizing, the agent will choose a level of
effort that entails highest utility. Since measurement of effort is difficult, and would result
in high governance costs, the payment structure is usually based on the level of output that
is generated. This means that the principal cannot determine whether a certain output is
generated due to the effort provided by the agent or external circumstances, hence the

relationship suffers from asymmetric information and conflict of interests (Hendrikse,
2003).

3.2.4 Hidden Action

A hidden action problem, also known as moral hazard, derives from information
asymmetry and conflict of interests between the principal and the agent. The information
gap between the parties makes the principal unaware of how agreed actions are conducted,
the agent is able to act opportunistic and use his or hers superiority at the expense of the
principal. Usually these types of problems are anticipated by the agent prior to the
agreement and are dealt with in the contractual terms that are offered to the agent. This is
done either by changing the risk-sharing, altering payment structure in order to align the
parties’ interests or reducing the information gap through increased governance
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(Hendrikse, 2003).

3.2.5 Hidden Characteristics

Hidden characteristics problems derives, just like hidden action problems, from
asymmetric information and conflict of interests between the involved parties. In this case,
one of the parties knows more about its own characteristics and is able to use that
information on the expense of the other party. In order to deal with the issue of hidden
characteristics and discourage undesirable behaviour, the principal is able to take
contractual measures. The first solution addresses the issue of conflict of interests, where
various contracts are offered simultaneously which in turn will reveal the true
characteristics of the agent. The second solution concerns asymmetric information and
implies that the principal formulate numerous possibilities in order to generate additional
information that in turn will reduce the informational gap between the parties.

3.2.6 Incomplete Contracts

The theory of incomplete contracts focuses on determining firm boundaries and optimal
governance and is based on the assumption that the design of contracts is costly. This
implies that in practice, contracts cannot cover all possible contingencies. In order to
determine who has the right of decision in situations that is not covered by the contract,
the contractual clauses need to specify how the parties should act in such circumstances.

Incomplete contracts might lead to different types of renegotiations, i.e. the hold-up
problem in transaction costs economics. The hold-up problem is central in the theory of
incomplete contracts and occurs when two parties would benefit from working together
but refrain since it would give the other party increased bargaining power which in turn
might lead to decreased profit. This entails that the parties will counteract each other
instead of cooperating and gaining mutual benefits.
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4. Hypotheses

This chapter presents the authors’ hypotheses regarding how real estate companies
behave related to the perspectives of customer relations, organizational management
and transaction cost efficiency. Parallels between findings from previous research
have been used to formulate hypothetical models.

The literature review and our theoretical framework address the problem from different
perspectives. The literature review captures the essence of previous researches within the
field of real estate management outsourcing as well as highlighting the importance of
understanding the competitive market’s impact on strategic decision making. The applied
theoretical framework aims to deal with the issues by breaking down more comprehensive
theories concerning organizational and contractual matters. While the organizational
theory focuses on how external aspects impacts the organizational structure, the contract
theory is able to comprise the relationship between tenant, real estate company and
consultancy firm. By focusing on the drivers for organizational decision making, which
are central aspects in real estate management, we have been able to formulate a number of
hypotheses that will later be evaluated through the empirical study.

Since customer relations orbits around concepts as ‘direct contact with customers’ and
‘customer focus’, our perception is that companies conducting real estate management
operations in-house tend to concentrate more resources in building long-term relationships
with the tenants than those who choose to outsource. This means that in-house
management companies will generally perpetuate a higher focus in customer relations than
outsourcing companies.

Transaction costs are the costs that occur as a direct or indirect result of a contract
between different parties. High transaction costs are often caused by incomplete contracts
where the one drawing up the contract has failed to include all essential specifications. We
believe that the concept of learning by doing applies to how well companies are able to
design their contracts and since our perception is that outsourcing companies are more
experienced in this matter, they will also show a greater knowledge in transaction cost
efficiency.

The area of organizational management covers the interaction between the overall
strategic decisions of companies and the market’s prerequisites. Since real estate
management outsourcing in companies holding real estate as core business is not used
extensively, we believe that outsourcing companies will generally show a high focus in
organizational management due to, most likely, recent organizational changes. This does
not mean that we believe all in-house management companies to be inferior to their
outsourcing counterparts, but we do believe to see large variations between the companies
in this group.
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Hypothesis 1 — Transaction Cost Efficiency

1. Outsourcing companies will tend to show a high focus in transaction cost
efficiency since it is essential in how they conduct business.

ii.  In-house management companies will generally show a lower focus in the area of
transaction cost efficiency, simply since it does not impact their business in the
same way for those who outsource.

Hypothesis 2 — Organizational Management

1.  Since real estate management outsourcing in real estate companies is not an
organizational approach that has been used extensively, these companies will show
a high focus in the area of organizational management.

ii.  In-house management companies will generally indicate a lower focus in this
subject area, with exceptions from those who continuously evaluate possibilities in
organizational improvements.

Hypothesis 3 — Customer Relations

1. Outsourcing companies will indicate a lesser focus in the area of customer
relations due to the lack of direct contact with its customers.

ii.  In-house management companies will indicate a higher focus concerning customer
relations since they are assumed to have a long term ownership objective.

Transaction
Cost Efficiency

A

Organizational
Management

A

-+ In-House -+ In-House

t + t t = Customer Relations - - ¢ : =P Customer Relations

Chart 1: Relationship between Hypothesis 1 & 3 Chart 2: Relationship between Hypothesis 2 & 3

The three hypotheses are compiled and described in two hypothetical models. Chart 1
addresses the relationship between transaction cost efficiency and customer relations,
described in hypothesis 1 & 3. Chart 2 includes the interaction between organizational
management and customer relations, which are presented in hypothesis 2 & 3. Our general
belief is that in-house management companies will tend to group in the lower right corner
of the charts while those who outsource will position themselves in the upper left corner.
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5. Methodology and Research methods

The following chapter describes the chosen research approach that has been used
throughout the investigation. The chapter also explains how the investigated problem
was formulated and how information was gathered and implemented in the study. The

chapter also demonstrates how the credibility of the study has been maintained.

5.1 Research Philosophy

The basic idea behind research philosophies is to determine researchers underlying
assumptions regarding their view of the world. Since investigations are affected by these
assumptions through choice of methods and strategies, research philosophies are important
to consider. There are four different approaches within research philosophy (Pragmatism
Interpretivism, Realism and Positivism) that have different benefits and there is no “best
approach” for all kinds of investigations. The different philosophies differ depending on
how knowledge is defined and how science is developed, where the most commonly used
are Interpretivism and Positivism (Saunders, Lewis & Thornhill, 2009).

The interpretivistic view advocates the understanding of socially constructed phenomena’s
that are interpreted as a part of the investigation. It highlights the importance of
understanding social actions, such as use of language and body language, in order to get a
broader understanding. The research subjects are seen from a subjective point of view
where the interpretations, thoughts and impressions of the researcher are considered as an
asset to the investigation. The opposite philosophy, positivism, searches for “true”
knowledge that should be gathered in accordance to traditional natural science. In this
philosophy there is demanded that information and knowledge are gathered in a correct
manner and correctly contributes to the investigated area. Quantifiable methods are
commonly used to formulate theories, laws and principles (Saunders, Lewis & Thornhill,

2009; Patel & Davidsson, 2011).

During our investigation we have mainly been using the interpretivistic approach. The
area we have been investigating is not that thoroughly covered in terms of access to earlier
research, which is why we have promoted a more open discussion during the interviews.
Since the investigation is within a relatively new area of research, the knowledge of which
the market possesses is vital in order to fully understand and develop the problem area.
We believe that our impressions and interpretations are valuable when writing the report
and formulating results and conclusions. The chosen data collection techniques are well
suited for interpretivistic research where we have limited the investigated sample to being
relatively small and studied thoroughly (Saunders, Lewis & Thornhill, 2009; Patel &
Davidsson, 2011).
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5.2 Research Approach

Through research the main goal is to combine theory with empirical data in order to
discover new knowledge. Within the methodological research there are three approaches
that the researcher can use to relate theory to reality: Deduction, Induction and Abduction.

Deduction

Deduction is the dominant approach of research within natural sciences and aims at
developing knowledge through testing theory. The basis of deductive research is that
hypotheses are formulated based on theory which then are tested empirically, usually
through quantitative methods. Following this approach researcher can evaluate accepted
theories and apply them using empirical data, with the aim of confirming or rejecting their
authenticity (Saunders, Lewis & Thornhill, 2009).

Induction

Induction is an alternative approach that aims at building new theory rather than testing
existing one. The approach uses smaller sample numbers during the investigation and aims
at accessing more in-depth knowledge and creates a broader understanding. Researchers
formulate theories and hypotheses based on the empirical collection of data, which is then
used to create new theory (Saunders, Lewis & Thornhill, 2009).

Abduction

The final approach is a synergy of both deduction and induction where both approaches
are used in the process. Abduction is initiated through an inductive approach where
gathered empirical data provides prerequisites to formulate a hypothesis. This hypothesis
is then tested on new empirical objects in order to investigate whether it can be confirmed
or rejected. Researchers using the abduction approach can attain benefits of both
deduction and induction, whilst being more flexible (Patel & Davidsson, 2011).

Deduction Induction Abduction
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Figure 6: Different research approaches relationship between empiricism and theory (Patel & Davidsson, 2011).

The thesis was conducted through an abductive research approach where initial
discussions highlighted a disparity on the Swedish real estate market. An extensive
literature review mixed with a questionnaire and multiple interviews was carried out in
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order to test our hypothesis on various samples operating in the market. The hypothesis
was continuously and changed depending on what attitudes the respondents mediated. The
results of the thesis aims at developing a new area of knowledge related to the problem
(Patel & Davidsson, 2011).

5.3 Research Method

Quantitative research is based on numerical investigations such as statistical investigations
where the numbers and associations formulate the results. Within qualitative research
there is more room for in-depth investigations that is more open to interpretations of
written and verbal interaction (Patel & Davidsson, 2011).

The thesis has mainly been conducted through a qualitative approach where the empirical
investigation was based on a questionnaire and a number of interviews. However,
quantitative data has been used to investigate the Swedish real estate market and
contributed to an increased understanding of the area. This is in line with the
interpretivistic research philosophy that promotes space for impressions and
interpretations.

5.4 Data Collection

The main sources of literature in the thesis have been primary and secondary sources,
which has been supported and edified by a questionnaire and multiple interviews. All
literature sources are available for utilization in order to develop knowledge or research
subjects, but one need to consider the risk of using sources that are unreliable. There are
two main questions to consider when choosing sources: “How close is this source to its

original source?” and “How credible is the author and the source format? (Saunders,
Lewis & Thornhill, 2009).

5.4.1 Literature Sources

Primary literature is sources the most credible sources that is possible to attain, for
example published sources, theses, e-mails etc. Generally, primary literature consists of
work that has not occurred earlier and is thereby the same as the original source. In terms
of conducting interviews or questionnaires, the gathered information is included within the
scope of primary sources. Although primary sources are encouraged, the process of
attaining them can be both costly and time consuming (Saunders, Lewis & Thornhill,
2009). Overall throughout our investigation published sources has been used which also
has been supported by interviews and a questionnaire. Considering that the level of
existing literature within the problem area has been limited, the extensive work with the
literature review was necessary.

Considering that primary sources constitute the origin of the researched information,
secondary sources are their subsequent publications. Secondary literature sources are for
example journals and books, where multiple primary sources have been compiled and
interpreted, that aims at reaching a wider audience. Gathering secondary sources are less
costly and time consuming compared to primary sources, but implies increased efforts
regarding critical reviews. Although secondary sources are considered to include more
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limitations, they are useful within the context of academic research. What sources to use is
depending on the investigated problem and is usually a mix of both primary and secondary
sources (Saunders, Lewis & Thornhill, 2009).

The third section of literature sources is the tertiary sources, which are the tools used to
aid an investigation or to locate primary and secondary sources. Indexes, abstracts,
catalogues, encyclopaedias and dictionaries are examples that are considered as tertiary
sources (Saunders, Lewis & Thornhill, 2009).
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Figure 7: Separating different types of sources (Saunders, Lewis & Thornhill, 2009)

5.4.2 Questionnaire

The definition of a questionnaire is when a standardised number of questions are
distributed to a number of persons, where the responds are collected and analysed.
Questionnaires are most commonly used as a basis of describing or explaining a
predetermined population, but are more reliable when combined with other research
methods. Questionnaires can either be self-administered which means that they are
completed solely by the respondents, or be interviewer-administered which is when the
researcher conducts interviews (through telephone or face to face) (Saunders, Lewis &
Thornhill, 2009).

The initial contact was made by sending e-mails to each company explaining intentions
and their role in the investigation. Even though a lot of firm specific information was
collectable from the companies’ websites and annual reports, we believed the
investigation would benefit from including them early on. The literature review indicated
that there are three different areas that affect the chosen organizational structure:
Customer Relations, Organizational Management and Transaction Costs. In order to
measure the different subjects’ attitudes towards these areas, a questionnaire was produced
and distributed throughout the sample. Hence, the questionnaire was designed to fit the
self-administrated classification and be handled through e-mail (Saunders, Lewis &
Thornhill, 2009).
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The questionnaire was designed based from the three different areas discovered in the
literature review where the respondent was asked to consider approximately 8 statements
within each area. The response options was Always — Often — Sometimes — Rarely —
Never, where we assessed every statement and scored them based on what answer would
correspond best to theory. The scores was 2-1-0 on each statement where one answer was
awarded 2 points, one awarded 1 point and the rest 0 points, the combined answers for
each respondent were compiled in a radar chart for each company. Through this method
we could determine how the investigated companies value the highest when structuring
the organization, which is used as a basis for the complementing interviews.

5.4.3 Interview

Interviews are a commonly used research method where two or more peers interact in a
discussion regarding a specific subject. The different roles of the interaction are
interviewer and interviewee, where the former uses the knowledge from the latter to
collect primary research data. Interviews can be conducted either face-to-face, over the
phone or through other direct communication tools (such as Skype). There are several
ways to differentiate between types of interviews where one of the most commonly used
typology includes:

e Structured interviews
e Semi-structured interviews
* In-depth interviews

In ‘structured interviews’ the researcher uses questionnaires based upon predetermined
questions and reads every question out loud. Pre-coded answers are used to record the
response from the interviewee. In order to avoid biased data, the research subject should
be thoroughly introduced and the questions need to be read exactly as written and using
the same pitch. Structured interviews are also known as quantitative research interviews as
it is used to collect quantifiable data.

Compared to structured interviews, the ‘semi-structured’ format is more suited for
qualitative research. The different conducted interviews follow the same general structure
but leaves room for alternation depending on the interviewee. This means that the
questions can be formulated and covered in different ways based on the flow of the
discussion. The discussion is continuously documented either through notes or recordings.

The third type of interview is the ‘in-depth interview’ which is more informal compared to
the other two. Even though the interviewer needs to have a clear idea about what area to
explore, the questions are not predetermined but instead spontaneously formulated
throughout the discussion. This format enables the interviewee to talk freely about his or
hers attitudes towards an area of interest, where the questions aims to improve the
discussion rather than directing it (Saunders et. al., 2009).

In accordance to the questionnaires, interviews were conducted with representatives from
the different companies to get access to a deeper understanding and the respondent’s
opinions in the area. In the qualitative research the semi-structured interview format was
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used, which means that the different conducted interviews follow the same general
structure but leaves room for alternation depending on the interviewee. By that, the
questions can be formulated and covered in different ways based on the flow of the
discussion. The discussion was continuously documented through both notes and
recordings (Saunders, Lewis & Thornhill, 2009).

5.4.4 Sample Selection

An important part of collecting data is related to how a population can be investigated and
how certain one can be that a chosen sample will convey a correct view of the population.
The best possible solution is obviously to survey the entire population but due to
unpractical matters, that can be very costly in terms of both time and money, the sample is
reduced. Hence, the main purpose of using samples is to reliably determine empirical facts
from a large population based on a fraction of the population. Within the area of sampling
there are two main types of sampling techniques: probability sampling or non-probability
sampling.

Probability sampling is when all included cases from the population have the same
probability to be selected. This method is commonly used when investigating large
populations where the sample included in the investigation conveys the same statistical
characteristics and answers to the research questions as the entire population would. Non-
probability sampling is when there is between different cases of the population due to
different or unknown probabilities. This sample technique is not applicable when trying to
prove statistical associations regarding the population, but can still enable generalisations
and answer other kinds of research questions. Using a reliable sample is of vital
importance since it determines if the results can be credible or not (Saunders, Lewis &
Thornhill, 2009).

The sample was originally limited to real estate companies that is concentrated to the
Stockholm region and possesses a majority of commercial objects in the area. The pilot
study narrowed the sample further through highlighting a trend in the real estate business,
which showed that those who chose to outsource their property management function
were owned exclusively by institutional investors. Since the ownership structure impacts
the organizational objectives and by that the daily operations, the research sample was
limited to those where the majority owner is categorized as an institutional investor. The
chosen sample operates in the same market, with the same prerequisites and has the same
owner structure but demonstrates organizational differences, which enables a comparison.
Since the research question is suited for investigation of small research samples where the
in-sample firms should obtain similar organizational prerequisites, except for the property
management function, the sample approach is categorized as non-probability sampling and
opens the door for a qualitative research (Saunders, Lewis & Thornhill, 2009).

The participants included in the questionnaire and the interviews possess central roles
within each company. They have several years of experience regarding the real estate
business, focusing on real estate management. Hence, the sample consists of broad
knowledge regarding the subject area which promotes a multiple perspective thesis.
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5.5 Credibility

The risk of collecting unreliable information or data is always present when conducting
research. Researcher needs to address these problems by carefully choosing and
evaluating research methods and subject groups. Hence, creating reliable research is
strongly connected to reducing the possibility of getting incorrect findings. Within the

field of credibility, reliability and validity is two concepts that need to be emphasized
(Saunders, Lewis & Thornhill, 2009).

5.5.1 Reliability and Validity

Both concepts have similar meanings but address the evaluation of credibility somewhat
different. Reliability is obtained through choosing data collection- and analysis techniques
that ensures that the findings gathered are correct. In other words, high reliability is
obtained when an investigation can be done on multiple occasions or be done by other
observers, without yielding different results. Factors such as the mind-set of the
respondent or the interpretations by the observer need to be taken into account, or else
there is a risk of errors or bias in the gathered research. Validity focuses on the research
process as a whole, considering not just only the data collection but takes into account
how the researchers has ensured that the findings show what they mean to prove
(Saunders, Lewis & Thornhill, 2009).

The advantage of being two researchers is having multiple interpretations of the results,
which contributes to a more reliable outcome. It is harder to anchor the results in logics if
being alone where the conclusions are based on a single mind instead of multiple. In order
to make sure that all interviewees had the same experience of the interviews and reduce
the possibility of elicit different answers; we had the same person asking the same
questions every interview. In this paper the theoretical investigation is the basis for the
conducted qualitative research. We have evaluated the findings based on how reasonable
they seem in relation to earlier findings in an effort to ensure that they demonstrate what
they intend to. By conducting, interpreting and evaluating the collected data based on
acknowledged and published theories, the reader can evaluate our findings and easily
determine the validity.
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6. Empirical Study

The empirical study presents the outcome of the gathered empirical data that has been
used to formulate the results of the thesis. The conducted market analysis is divided
between the results of the questionnaire and the interviews combined with a detailed

description of the companies included in the study

6.1 Interviews with Real Estate Professionals

The overall aim of the interviews was to combine the theoretical framework of the report
with attitudes from professionals operating on the Swedish real estate market. The design
of the interviews was based on research gathered through the questionnaires with
questions and the discussions that followed the same outline The interviews provided in
depth knowledge regarding what factors that are determining how real estate companies
organizes their real estate management functions.

6.1.1 Customer Relations

Ronald Bickrud', Vasakronan’s Regional Manager for the Stockholm area, describes the
real estate business as continuously changing, which requires companies to constantly
evaluate and update what should be seen as their core business. Institutional investors are
acting on behalf of their investors, i.e. retirees or insurance holders, and are thereby
obliged to deliver the demanded yields. If that requirement is not satisfying the owners
there is a risk of investing the capital somewhere else. Magnus Behrenfeldt?, Business
Area Manager in Greater Stockholm at AMF Fastigheter, emphasizes this fact and
concludes that their customers are somewhat divided into both owners and tenants. But
according to his experiences the focus should be on the tenants, considering that they
generate the income and constitutes the main mission of the company. Vasakronan and
AMF Fastigheter reasons similar in this regard where survival, in the context of being a
part of their owner’s portfolio, is based on the fulfilment of the owners’ requirement.
Hence the companies are forced to continuously change along with the market and its
customers in order to develop their product and to remain competitive.

Based on the empirical study, the portfolio of real estate that the investigated institutional
investors hold are mainly within office and retail in the Stockholm area. Magnus
Behrenfeldt® describes this as one of the determinants for their organizational structure. He
believes that tenants renting offices and retail in the Stockholm area are not considering
the landlord’s delivered service limited to letting an area, they are expecting to be able to
influence and cooperate. This is a current big change in the real estate business, the tenants
become aware of the benefits of having a close relation to its landlord and thereby require
responsiveness and the possibility to control their environment. Ronald' means that the

! Ronald Béckrud, Regional Manager Stockholm at Vasakronan. Interview conducted 2016-03-30
? Magnus Behrenfeldt, Business Area Manager at AMF Fastigheter. Tnterview conducted 3016:64-39
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development of activity based offices is a good example where landlord’s and tenant’s
develop their businesses alongside. For the tenants activity based offices increase the
efficiency of the used space and generates a better environment to work within, for the
landlord this leads to a decrease in rented space but usually also an increase in rent/sqm.
The advantages of a close customer relation are generated through the possibility to
understand and adapt the interaction based on the needs of the tenant. This is described by
Magnus Behrenfeldt® as a people perspective which differs depending on the type of
property, the interaction is much more complex with tenants in residential-, retail- or
office properties compared to warehouses and industrial properties.

Outsourcing is depending on the owners of the institutional investor and the real estate
portfolio, where the long term yield and efficiency is what determine the success. Ove
Nordqvist’, owner of Forvaltningskoordination AB, expresses that the current Swedish
real estate business is imbued with a customer focus. The risk of focusing too much on the
customer is that the overall goal of the organization is neglected, the organization gets
inefficient and the yield to the owners can be adversely affected. He emphasizes that the
customer is a very important part of running a real estate business, but it cannot be
prioritized over generating as high returns as possible. Anders Albrektsson®, Head of
Property Management at Newsec and responsible for Folksams real estate portfolio,
describes that there is an overall attitude towards outsourcing that it causes a deterioration
in customer relations. But in the agreement with Folksam there are demands related to
customer satisfaction that forces Newsec to work continuously with enhancing customer
actions. In addition to this, Folksam participates in some negotiations with larger and more
important customers. Ove Nordqvist® share this view, earlier outsourcing relations that has
been unsuccessful is due to both poorly provided services and contracts that did not
encourage quality.

6.1.2 Organizational Management

The organization of a company should be structured in order to support and promote the
strategic goals of the business. Magnus Behrenfeldt® emphasizes the importance of
focusing on the core business and having systems and processes that promotes efficiency.
This was an important factor when AMF Fastigheter outsourced their residential stock to
Einar Mattsson on the 1% of January 2016, their core business is within owning and
developing office- and retail properties. Hence, AMF Fastigheter considered it more
efficient to outsource the management service of their residential stock and focus on their
core business. According to Ove Nordqvist’ more companies should be using outsourcing
as a way of freeing resources to promote the core business. For example Folksam’s
approach where the people in-house works with value creating processes that affects the
overall value of the company, whilst the daily and continuous management of the
properties are outsourced.

*Ove Nordquist, Owner of Forvaltningskoordination AB. Interview conducted 2016-05-03
* Anders Albrektsson, Head of Property Management at Newsec. Interview conducted 2016-04-29
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A current problem in the Swedish real estate business is the shortage of new and qualified
personnel, where the majority of recruitments are made internally within the industry.
Ove Nordqvist’ means that this shifts the focus in the top management of the companies as
they are required to actively work with HR instead of real estate issues. Anders
Albrektsson® underlines economies of scale as being important in this matter, Newsec as a
company has their value in the internal knowledge and efficient systems and processes.
The nature of a consultancy firm demands it to be updated and well informed in order to
be profitable, which within Newsec is related to internal education and flexible solutions.
Both Anders Albrektsson® and Ove Nordqvist® means that by this the HR issue should be
higher up on consultancy firms’ agendas since their business model revolves around
knowledge rather than owning real estate.

A close customer relation leads to the benefits of being present and observant,
dissatisfactions can be addressed and corrected more quickly. In order to maximize the
rent development, Ove Nordqvist® expresses that all small and time consuming
dissatisfactions needs to be solved in a good way. But in terms of making the organization
more efficient, it might be better to address these issues through an external part and focus
on core strategic activities. Magnus Behrenfeldt” addresses this issue differently. He
means that by being closer to the customer, companies can minimize the information paths
and being able to understand what the customer needs and how it wishes to develop.
Anders Albrektsson’ means that this does not limit a company by hiring a consultancy
firm, it is common that customers demand to meet someone with mandate. Folksam is
involved in larger and more important negotiations as well as meets customers if this is
demanded, outsourcing is not necessarily diminishing a close customer relation. It depends
on what interest the real estate company has in terms of meeting and handling customers.

6.1.3 Transaction Cost Efficiency

The main reason institutional investors invests in real estate is to diversify their portfolio
and generate a secure long term yield for their owners. Depending on how one conceives
the company, different organizational measures are preferred. Both Magnus Behrenfeldt?
and Roland Béckrud' underline the importance of having a long term-perspective related
to their property ownership. Vasakronan and AMF Fastigheter do not consider themselves
as being real estate management companies, but rather as being urban developers. Hence,
their time frame is long and has a lower real estate turnover compared to more short term
companies. According to Magnus Behrenfeldt® this partly explains AMF Fastigheter’s
choice of organizational structure. AMF currently request that 15% of their investment
portfolio should be invested in real estate and if AMF Fastigheter as an asset needs to be
more flexible with changing proportions of real estate, then outsourcing would be
considered as a possibility. There is a unified view that outsourcing increases the
flexibility of the company where resources can be customized based on the current
demand. This is why transaction intensive companies such as real estate funds, with a
more short-term perspective, usually utilize outsourcing. The disadvantage of having the
real estate management in-house whilst being transaction intensive is that the organization
gets high administrative costs and difficulties of adapting supply to demand.
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Roland Bickrud' describes that the Swedish real estate business has historically demanded
a broader understanding of properties such as technical systems, property law, project
management, customer relations etc. Today’s employees are more specialized since the
real estate business has embraced the fact that, in order to stay competitive, a continuous
development is demanded. Anders Albrektsson® accentuates consulting companies’
benefits related to economies of scale, systems and processes range over multiple
consulting assignments which enable major technological investments. It is harder to
motivate these expensive investments in real estate companies, giving consultancy firms
such as Newsec advantages in terms of being updated and continuously developing. The
same holds for changing regulatory requirements that needs to be addressed regardless of
the size or prerequisites of the company. Ove Nordqvist® means that the current
development is immense and the process of being updated is very costly. He means that
more companies should evaluate whether a higher efficiency would be achieved through
outsourcing, the determining factor is as mentioned earlier the contract design. In the
agreement between Folksam and Newsec the fee model is designed to avoid that either of
the parties is risking anything related to quality, through having an incentive structure that
benefits both parties.

6.2 Questionnaire Results

The conducted questionnaire was designed to measure the respondents understanding
within the report’s three established areas of organizational drivers. The questionnaire
contained of 23 questions that was distributed between the areas Customer Relations,
Organizational Management and Transaction Cost Efficiency. The potential score range
between 0.0 — 1.0, where a higher score indicates a higher emphasis in a certain area. The
values are calculated as mean values of each company’s result and are presented as the
Test Values for each company in Table 1, Table 2 and Table 3.

The Quota Value is the percentage of each area’s score compared to the respondent’s total
score of the questionnaire. Hence, the Quota Value indicates how each company
distributes their knowledge between the different areas. If an area is considerably higher in
comparison to the other two, it indicates that the company is prioritizing that area which
can have an impact on their organizational structure.

Table 1: Questionnaire Results - Customer Relations

Customer gV AMF Folksam Humlegarden Skandia  Vasakronan
Relations

Test Value 0,667 0,667 0,458 0,750 0,417 0,750
\'OJU "lt A

‘ 0,436 0,392 0,254 0,460 0,286 0,448
\yr,“u <)
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Table 2: Questionnaire Results - Organizational Management

Organizational .
Management AFA AMF Folksam Humlegarden Skandia Vasakronan

ICSA'CWER 0,550 0,722 0,675 0,400 0,600 0,550

Quota

Value 0,400 0,424 0,416 0,272 0,457 0,365

Table 3: Questionnaire Results - Transaction Cost Efficiency

cout triicioncy IRAZA AMF Folksam Humlegarden Skandia  Vasakronan

ICSA'CIEY 0,250 0,313 0,594 0,438 0,375 0,313

Quota
Value

0,164 0,184 0,329 0,268 0,257 0,187

6.3 Institutional Real Estate Companies

The chosen and investigated research subjects are non-bank persons or organizations that
are titled as institutional investors. These companies are generally pension funds or
insurance companies that collect and invest large amounts of capital for their public
owners, aiming at generating long term profits. These companies is assumed to possess
high levels of knowledge regarding trading, which has given them benefits in terms of
lower commissions etc (Investopedia, 2016; Sjogren, 2014).

As institutional investors construct their portfolios a number of different asset classes is
considered, where the three main asset classes are stocks, bonds and real estate.
Combining different asset classes implies within portfolio theory that the portfolio gets
more diversified, meaning that there are risk/return benefits from investing within multiple
asset classes. As the institutional investors have different characteristics and preferences
there will be differences in portfolio structure, but the benefits of diversification will still
be utilized (Sjogren, 2014).

In this thesis the area of research is limited to institutional investor-owned commercial real
estate companies in the Stockholm area with a market value above 10 Bn SEK. The
chosen companies owns real estate and decreases their risk exposure through it, but is
demanded by their owners to yield promised returns on an annual basis which presupposes
a productive real estate ownership.
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afa

FASTIGHETER

Table 4: Overview AFA Fastigheter (AFA Forsiikringar, 2016; AFA Fastigheter, 2016)

Number of properties 47
Number of employees 33
Leasable space 520.000 sgm
Total property value 27.000 MSEK
CEO
Transaction & an Business
Analysis Support
I 1
Commercial .
Project
Real Estate
Management
Management

Business Areas

Figure 8: Organizational Scheme AFA Fastigheter

AFA Fastigheter is a real estate company owned by the insurance company AFA
Forsdkringar. The properties are concentrated in Stockholm but both Géteborg and Malmo
are included in the portfolio as well, but only in terms of hotel properties. In total it sums
up to almost 520.000 sq m of commercial and residential real estate. The real estate
management strategy is divided between property types but all real estate is managed in-
house (AFA Férsikring, 2016; Agren, 2012).

w
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The organizational scheme at AFA Fastigheter is based on a line-staff organization where
the main business areas ‘commercial real estate management’ and ‘project management’
answers directly to the CEO and is supported by the ‘transaction and analysis’ department

and other supportive functions such as technical management and administration (AFA
Forsdkring, 2016).

Table 5: Test and Quota Values for AFA Fastigheter

Organizational Transaction Cost

Customer Relations Management Efficiency

Test Value 0,667 0,550 0,250

Quota Value 0,436 0,400 0,164

The questionnaire conducted at AFA Fastigheter was responded by their Head of Real
Estate Management, Lars Edberg’. The results, presented in Table 5 and Chart 3, show a
high focus on customer relations and organizational management while transaction cost
efficiency constitutes a lesser focus. The questionnaire revealed that AFA Fastigheter does
not provide performance-based contracts to their service providers and instead focuses on
monitoring the costs related to external services. The motives for how AFA Fastigheter
manages its real estate management division is, according to Lars Edberg’, to ‘ensure
customer satisfaction’ and ‘ensure a high level of in-house competence’. He states that
‘the geographical distribution of the real estate portfolio’ has least impact on the
strategical decisions regarding how AFA Fastigheter handles their real estate management
since the only real estate outside Stockholm consists of hotels which is easy to manage
from a distance (Agren, 2012).

Customer Relations

Transaction _ . Organizational
Cost Efficiency Management

Chart 3: Radar Chart — Head of Real Estate Management, AFA Fastigheter

> Lars Edberg, Head of Real Estate Management at AFA Fastigheter. Questionnaire completed 2016-03-15

39



AMF Fastigheter

Table 6: Overview AMF Fastigheter (AMF Fastigheter 2015).

Number of properties 39
Number of employees 100
Leasable space 707.000 sgm
Total property value 43.300 MSEK
Rental income 2.000 MSEK
Vacancy 11 %

AMF Pensionsférséakringar AB

Real estate management In-House

CEO

Business 1/ Deputy CEO
Support &CFO

Accounting, IT,
L Law, HR &

- L Sustainability
Urban Stockholm
Development & Region
Stockholm City 9

Business Areas

Figure 9: Organizational Scheme AMF Fastigheter

AMF Fastigheter is a subsidiary fully owned by the pension company AMF that develops
and manages 707.000 sq m of commercial real estate in the Stockholm region. The
organization works based on the business concept to contribute to prosperity of their
tenants as well as create profitability to the parent company’s pension savers (AMF
Fastigheter, 2015). Magnus Behrenfeldt® describes AMF Fastigheter as a relatively newly
established real estate company focusing on long-term ownership objectives in the
Stockholm area. AMF Fastigheter is one of three assets, together with stocks and bonds, in
the total portfolio at AMF, which aims to create long-term return for its pension savers. He
believes that the long-term ownership objectives enable them to create an image based to
confidence towards the tenants.

H
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The organization at AMF Fastigheter, presented in Figure 9, is structured as a line-staff
scheme and their business areas are divided between ‘urban development and Stockholm
City’ and ‘Stockholm region’. Each business area is in turn divided into individual market
areas that are individually supported by functions such as ‘business development’, ‘sales’
and ‘market and communication’. The backbone of the organization is in turn supported
by various departments as ‘transactions’, ‘accounting’, ‘sustainability’ and ‘project and
procurement’.

Table 7: Test and Quota Values for AMF Fastigheter

: Organizational Transaction Cost
Customer Relations e
Management Efficiency
Test Value 0,667 0,722 0,313
Quota Value 0,392 0,424 0,184

The questionnaire conducted at AMF Fastigheter was responded by their Business Area
Manager in Greater Stockholm, Magnus Behrenfeldt®. The results are presented in Table 7
and Chart 4 and shows an, to some extent, equally high focus in the areas of customer
relations and organizational management while transaction cost efficiency is seen as a
second-rate area of focus when conducting daily operations. When analyzing the
responses on a more detailed level, it is disclosed that AMF Fastigheter does not provide
performance-based contracts to their service providers to a greater extent and does not use
monitoring as a cost-controlling instruments in all external service procurements. But
since the questionnaire also revealed that they are able to observe the actual output
generated by external service providers, they are relatively certain that their contracted
external competence operate according to AMF’s interests. Behrenfeldt® states that the
main reasons for how AMF Fastigheter’s real estate management department is organized
are to ‘ensure customer satisfaction’ and ‘increase organizational flexibility’. which is
very much in line with the outcome of the questionnaire.

Customer Relations

Transaction Organizational
Cost Efficiency Management

Chart 4: Radar Chart - Business Area Manager, AMF Fastigheter

6 Magnus Behrenfeldt, Business Area Manager in Greater Stockholm at AMF Fastigheter. Questionnaire
completed 2016-04-22.
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Folksam

Table 8:Overview Folksam Fastigheter (Asplind, 2015; Folksam Liv, 2016; Folksam Sak, 2016).

0
Outsourced to Newsec
Head of Real
Estate
Business
Support
I I 1 R
Investment Asset Project Real Estate
Management Development Management

In-House Outsourced

......... o4

Tenant

Figure 10: Organizational Scheme Folksam Fastigheter

Folksam Fastigheter is the real estate company in the Folksam Group and conducts its
operations on behalf of five of the Group companies. The portfolio consists of commercial
and residential real estate concentrated in the Stockholm region. Folksam Fastigheter is
accountable for strategic and financial operations but has, since October 2015, chosen to
outsource the real estate management to the property consultant company Newsec
(Folksam Liv, 2015; Folksam Sak, 2015; Folksam Fastigheter, 2015; Wredenmark, 2015).

The structure of Folksam Fastigheter, presented in Table 9, is built upon a line-staff
organization where the departments ‘investments’, ‘asset management’ and ‘project
development’ answers to the CEO and are supported by staff functions such as accounting
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and administration, but the communication between tenant and Folksam is handled by
Newsec. The recent transition of core business, from property owner and manager to
solely owner, has led to large organizational changes. The outsourcing contract implied
that the personnel in Folksam’s real estate management department was reallocated to
Newsec but still be the ones managing the portfolio. Hence, the real estate division at
Folksam has been downsized from over 30 employees to ten with a distinct focus on asset
management. Even though the new organization entails the management to rely on
external competence to a greater extant, Folksam believes their new structure increases
productivity in those activities that create actual value, which in turn will enable Folksam
to increase their real estate portfolio (Folksam Fastigheter, 2016; Wredenmark, 2015).

Table 9: Combined Test and Quota Values for Folksam Fastigheter

Organizational Transaction Cost

Customer Relations Management Efficiency

Test Value 0,458 0,750 0,594

The questionnaire conducted at Folksam resulted in two respondents from its Head of Real
Estate, Lars Johnsson’, and Investment Manager, Anders Bergg. The combined results
from the two respondents, presented in Table 9 and Chart 5, indicates a consistently high
level of knowledge regarding organizational management a moderately similar perception
on how customer relations are managed at Folksam.

Customer Relations

Transaction , . Organizational
Cost Efficiency Management

Chart 5: Radar Chart - Mean Values, Folksam

The investment manager’s results, presented in Chart 6, show a somewhat equal focus on
the three investigated areas with a tendency towards organizational management
orientation. According to Anders Berg® the reasons behind the real estate management
outsourcing decision was to ‘ensure customer satisfaction’, ‘increase organizational
flexibility’ and ‘control the cost structure’.

” Lars Johnsson, Head of Real Estate at Folksam Fastigheter. Questionnaire completed 2016-03-20.
® Anders Berg, Investment Manager at Folksam Fastigheter. Questionnaire completed 2016-03-18.
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Customer Relations

Transaction Organizational
Cost Efficiency Management

Chart 6: Radar Chart - Investment Manager, Folksam

If compared to Lars Johnsson’, whose results are presented in Chart 7, there are some
differences in terms of how he sees Folksam’s operations related to customer relations and
transaction cost efficiency. If analysed on a more detailed level there are major differences
between the respondents’ answers regarding incentive structure for external real estate
services and whether the possibility to capture specialist skills is a motive for outsourcing.
Lars Johnsson’ considers the opportunity to ‘ensure customer satisfaction’ and ‘increase
organizational flexibility’ the major reasons for outsourcing the real estate management
function to Newsec but he also underlines ‘the geographical distribution of the real estate
portfolio’ as affecting factor.

Customer Relations

Transaction Organizational
Cost Efficiency Management

Chart 7: Radar Chart - Head of Real Estate, Folksam
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HUMLEGARDEN

ett fastighetsforetag i Lansforsdkringsgruppen 5]

Table 10: Overview Humlegirden (Humlegirden, 2016A)

Number of properties

Number of employees

Leasable space

Total property value

Real estate management

Rental income
Vacancy

Owner

46
89
413.000 sgm
16.000 MSEK
1.051 MSEK
7.9 %

Lansférsakringar

In-House

CEO
HR || Sustainability
Manager
I I I 1
Investment & Commercial Operations & Economy &
Development Management Technology Finance

Figure 11: Organizational Scheme Humlegirden (Humlegérden, 2016B).

Humlegérden is a real estate company in the Lénsforsdkringar Group located in
Stockholm. Their portfolio consists of commercial real estate concentrated in Solna and
Stockholm CBD. Humlegérden manages, in addition to its own portfolio, real estate for
Liansforsékringar Liv, Lansforsdkringar Sak and the Norwegian insurance company Vital
(Humlegérden, 2016A; Fastighetsvérlden, 2011).

In the end of the 1990’s Lénsfastigheter was the property owning company within the
Liansforsékringar Group, but the value of the company was at the time only approximately
1 Bn SEK. The owners realised that the company was not big enough and it was not
considered rational to carry on without making changes, either through liquidation or
development. The Lanforsdkringar Group decided to develop the company and acquired

Humlegérden during 1999.
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Humlegarden’s operational organization is constructed as a line-staff organisation that is
divided into two main areas: Business driving and Business supportive. The departments
located within the business driving area are responsible of performing the core business,
hence handle the management of the properties and develop the product offer on a day to
day basis. The business supportive departments have a broader and overall supportive
function for the company and include functions such as Operations and Technology and
Economy and Finance.

Table 11: Test and Quota Values for Humlegirden

i A T e Organizational Transgcjuon Cost
Management Efficiency
Test Value 0,750 0,400 0,438
Quota Value 0,460 0,272 0,268

According to the questionnaire performed by David Johansson’, Head of Real Estate at
Humlegérden, the main focus of the organization is related to customer relations as shown
in Table 11 and Chart 8. Compared to transaction cost efficiency and organizational
management, customer relations demonstrates a significantly higher score. The motivation
behind chosen organizational structure is according to David Johansson’ that
Humlegérden believes that both customer satisfaction and profitability will be much
higher if the real estate management is kept in-house. Humlegarden only uses outsourcing
if specialist competence is needed or during temporary solutions where they awaits
recruitment.

Customer Relations

Transaction L . Organizational
Cost Efficiency Management

Chart 8: Radar Chart - Head of Real Rstate, Humlegirden

° David Johansson, Head of Real Estate at Humlegérden. Questionnaire completed 2016-03-05.
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skandia?
fastigheter

Table 12: Overview Skandia Fastigheter (Skanda Fastigheter, 2016B).

CEO
I I 1
Property Manager Property Manager
Office Residential & Retail Business
Development
Market Areas

Project & |__[ Organizational

Economy — HR F— Law }— Technology Development

Business Supportive

Figure 12: Organizational Scheme Skandia Fastigheter

Skandia Fastigheter, former Diligentia, is a large Swedish real estate company that
consists of 117 properties with a total property value of 43 Bn SEK. The company aims at
owning, managing and developing properties within the segments of office- , retail- ,
residential- and public properties. Their property portfolio mainly consists of properties
located in Sweden’s three larges growth regions, Stockholm, Géteborg and Malmd. The
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company is fully owned by Skandia, one of Sweden’s largest banking and insurance group
which is owned by its 1,4 million customers. Hence the overall goal of the company is to
deliver a stable yield to Skandia’s owners whilst retaining a reasonable level of risk
(Skandia Fastigheter, 2016A).

Skandia Fastigheter’s organization, presented in Figure 12, is a line-staff organization that
is divided into different market areas based on property type, one department responsible
for offices and one responsible for residential and retail. There is also a complementing
department handling business development that has responsibilities regarding the
operating business as a whole, which spans over both market areas. The five detached
departments constitute the supporting functions and are aiding and facilitating the
operating business departments.

Table 13: Test and Quota Values for Skandia Fastigheter

Organizational Transaction Cost

Customer Relations Management Efficiency

Test Value 0,417 0,600 0,375

Quota Value 0,286 0,457 0,257

The questionnaire performed by Markus Pfister'’, Head of Real Estate at Skandia
Fastigheter, shows that the focus is mainly aiming at achieving organizational
management benefits. As can be seen in Table 13 and Chart 9, Skandia Fastigheter
demonstrates a significantly higher perception of organizational management in relation to
transaction cost efficiency and customer relations. Markus Pfister'® underlines that the
most important motives behind keeping their real estate management in-house are related
to ‘increase organizational flexibility’ and ‘ensure a high level of in-house competence’,
which is demonstrated through the results from the questionnaire.

Customer Relations

Transaction ‘ . Organizational
Cost Efficiency Management

Chart 9: Radar Chart - Head of Real Estate, Skandia Fastigheter

' Markus Pfister, Head of Real Estate at Skandia F astigheter. Questionnaire completed 2016-03-11
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VASAKRONAN

Table 14: Overview Vasakronan (Vasakronan, 2016).

Number of properties 180
Number of employees 350
Leasable space 2.509.000 sgm
Total property value 104.000 MSEK
Rental income 6.009 MSEK

Vacancy 7,4 %

1st, 2nd, 3rd & 4th
Swedish National Pension Fund

Real estate management In-House

CEO
Property A Business
Investments Support
L I T T T 1
Real Estate . - Technolo
Development & | | Stockholm Goteborg Uppsala Oresund Sorvics %y,
Leasing - i i f :
Stockhglm Region Region Region Region Development

Market Areas

Figure 13: Organizational Scheme Vasakronan

Vasakronan is the largest real estate company operating on the Swedish real estate market
with 180 properties that in total consists of 2,5 million sqm at a total market value of 104
Bn SEK. The company mainly owns and manages office and retail properties in growth
areas in Sweden such as Stockholm, Géteborg, Malmd, Lund and Uppsala. Vasakronan is
owned by the 1, 2nd, 3™ and 4™ Swedish National Pension Funds who owns equal shares
of the company and their overall goal is to generate returns to the customers’ retirement
savings (Vasakronan, 2016). According to Ronald Bickrud', Vasakronan’s core business
is continuously changing where the overall strategic decisions are made by the owners.
Historically, Vasakronan has been managing residential properties that over the years have
been divested as part of their changing core business. Since the decisive factor for the
company’s continued business is based on the fulfilment of the owners’ requirement,
Vasakronan is forced to continuously change and stay competitive. The current core
business is within commercial properties, mainly office- and retail properties, which is a
natural part of the current service oriented real estate business. Vasakronan conveys the
importance of good customer relations in today’s real estate business where changes and
requests are demanded on much shorter notice.

iy
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Vasakronan’s organization, presented in Table 15, is constructed as a line-staff
organization that is divided within four geographic regions. Each region is then divided
into two areas, a regional unit and a technical unit. Supporting functions is done centrally
and handles all the different areas of the company. Considering the organizational
structure there are differences between the business areas, where value dimensions
determine the amount of attention given. The Stockholm area constitutes the largest
fraction of Vasakronan’s portfolio and is thereby considered the most important area
within their business, which is why this region has a unique unit handling real estate
development and leasing.

Table 15: Test and Quota values for Vasakronan

. Organizational Transaction Cost
Customer Relations e
Management Efficiency
Test Value 0,750 0,550 0,313
Quota Value 0,448 0,365 0,187

The questionnaire was responded by Vasakronan’s Regional Manager for the Stockholm
area, Ronald Bickrud''. Based on the results presented in Table 15 and Chart 10, it is
shown that Vasakronan mostly focuses on customer relations and to some extent
organizational management whilst transaction cost efficiency is less considered.
According to Ronald Bickrud'' the most important motive behind the current in-housed
organizational structure is to ‘increase organizational flexibility’. The overall result
implies that the company is structured to increase organizational flexibility and are
working to maintain good customer relations.

Customer Relations

Transaction Organizational
Cost Efficiency Management

Chart 10: Radar Chart — Regional Manager Stockholm, Vasakronan

Bickrud' states that the continuous dialogue with the customers is adapted based on the size
of the customer, regional managers and real estate managers handles the day to day contact
but it is occasionally needed that higher ranked representatives such as the CEO is involved.
This multi-level contact is part of Vasakronan’s networking that enables them to fully
understand their customers and communicate their trademark to a wider extent.

! Ronald Bickrud, Regional Manager Stockholm at Vasakronan. Questionnaire completed 2016-03-10
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7. Analysis

This chapter combines the empirical study with the fundamental research, theories
and models used throughout the investigation. This chapter constitutes the results of
the investigation and demonstrates how the different companies included in the
empirical study act compared to the theoretical aspects.

Comprehensive service contracts, as the ones required in real estate management
outsourcing agreement, are generally difficult to design. From a theoretical basis, the
relationship between real estate company and service provider suffers from a conflict of
interests where the agent, e.g. the service provider, seeks to maximize his or her utility
without taking on too much risk in terms of investments. Considering how extensive the
area of real estate management is, measurement of all including activities, regardless of if
they are performed in-house or outsourced, seems impossible. This entails that the only
outputs that can be measured in an equitable manner, are the dividend yield generated
from the managed properties, churn rate and tenant satisfaction. Since the principal, e.g.
the real estate company, cannot observe the level of effort provided by the agent, the
relationship is characterized by asymmetric information which implies that the risk of
opportunistic behaviour is imminent. The theoretical models and empirical data shows
that, in order to counteract the operational flaws caused by inefficient contract
management, real estate companies are able to take contractual measures and apply
performance based payoffs that align the parties’ interests in the matter. This is, according
to Anders Albrektsson and Ove Nordqvist, the main contractual factor that enables real
estate management outsourcing relationships to work efficient.

7.1 Evaluating the investigated companies

When analysing the different companies from the three perspectives of ‘Customer
relations’, ‘Organizational management’ and ‘Transaction cost efficiency’ we choose to
include both the respondents’ test value and its quota value. As the test value provides an
overall idea of how well each company treat the different aspects of each perspective, the
quota value shows how the test value of one perspective relates to the test results of the
other two perspectives, e.g. how each company focus their internal resources.

7.1.1 Comparison — Customer Relations

In the context of customer relations, where the results for each company are presented in
Table 16, we can determine three clusters, each consisting of two companies, where the
test values are somewhat similar to each other. Humlegarden and Vasakronan are the ones
who undoubtedly shows highest focus in customer relations and both companies tested
0,75 out of 1,00 in this area. The second grouping consists of AFA Fastigheter and AMF
Fastigheter, both testing 0,67 out of 1,00. The scores indicate that both companies
concentrate a high amount of resources in the subject area. Folksam Fastigheter and
Skandia Fastigheter constitute the third cluster and do not indicate as high focus as the
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other companies. The high test results from Humlegarden, Vasakronan, AFA Fastigheter
and AMF Fastigheter is very much in line with what to expect from those who conduct
real estate management operations in-house, since this group tend to have a higher
customer focus. From the opposite perspective, Folksam Fastigheter shows a relatively
high score from what to expect from an outsourcing firm. The only unexpected outcome in
terms of customer relations is regarding Skandia Fastigheter who tested lowest of all
companies but still conducts real estate management operations in-house.

Table 16: Test and Quota Values in Customer Relations

Customer VN AMF Folksam Humlegarden Skandia  Vasakronan
Relations

Test Value 0,667 0,667 0,458 0,750 0,417 0,750
Quota
| 4 ,392 ,254 4 2 44
Value 0,436 0,39 0,25 0,460 0,286 0,448

Group 1 — Humlegérden (0,75) and Vasakronan (0,75)
Group 2 — AFA Fastigheter (0,67) and AMF Fastigheter (0,67)
Group 3 — Folksam Fastigheter (0,46) and Skandia Fastighter (0,42)

7.1.2 Comparison — Organizational Management

When it comes to the results in organizational management, presented in Table 17, we are
not able to form as distinguishable groups as in the area of customer relations. There are
however two companies that shows a high focus in organizational management, AMF
Fastigheter and Folksam Fastigheter. The second cluster contains three companies, AFA
Fastigheter, Skandia Fastigheter and Vasakronan, who indicate that organizational
management is a central part in their business. The third group only consists of one
company, Humlegirden, who are the ones that tested the lowest. AMF Fastigheter are the
ones who performed the highest test score and since they choose to outsource those parts
of the real estate portfolio that is not considered core business, e.g. residential properties,
and design the operational structure to promote short decision paths, they indicate a high
level of self-awareness in terms of strategy and how to operate effectively. Folksam
Fastigheter’s high test score can be explained by their recent transition in how to operate,
where the organization has been slimmed down with a distinct focus on asset management
in order to decrease time spent on non-value creating activities and increase organizational
flexibility. Regarding the second group, there is nothing that stands out from what to
expect. The organizational size of Vasakronan entails some organizational challenges
regarding internal communication and flexibility, on the other hand their large portfolio
enables them to benchmark geographical holdings to each other and by that promote
continuous development. The low test value of Humlegérden can be explained by a
relatively large organization managing a, in this context, small property portfolio. This
entails decreased flexibility and longer internal decision routes.
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Table 17: Test and Quota Values in Organizational Management

Organizational .
TanegeTent AFA AMF Folksam Humlegarden Skandia

ICSA'EINEY 0,550 0,722 0,675 0,400 0,600

Quota
Value

0,400 0,424 0,416 0,272 0,457

Group 1 — AMF Fastigheter (0,72) and Folksam Fastigheter (0,68)

Vasakronan

0,550

0,365

Group 2 — Skandia Fastigheter (0,60), AFA Fastigheter (0,55) and Vasakronan (0,55)

Group 3 — Humlegérden (0,40)

7.1.3 Comparison — Transaction Cost Efficiency

When analysing the results regarding transaction cost efficiency, presented in Table 18,
we can determine that the groups will not be as distinguished in this case either. The
company who shows the highest focus in this field is Folksam Fastigheter who solely
constitutes the first group. The second group is formed by Humlegarden and Skandia
Fastigheter who to some extent use incentive structures to their service providers in order
to ensure a favourable outcome. The third group includes AMF Fastigheter, Vasakronan
and AFA Fastigheter who rarely purchase real estate services on the market and only
include external expertise in the early phases of real estate development projects. Even
though all companies but Folksam Fastigheter do not outsource or use consultants to a
greater extent, high focus in transaction cost efficiency may entail reduced unnecessary

costs which in turn would be profitable for the other companies as well.

Table 18: Test and Quota Values in Transaction Cost Efficiency

Transaction .
Cost Efficiency [RARA AMF Folksam Humlegarden  Skandia

Test Value JEOR2ET0) 0,313 0,594 0,438 0,375

Quota
Value

0,164 0,184 0,329 0,268 0,257

Group 1 — Folksam Fastigheter (0,59)

Group 2 — Humlegérden (0,44) and Skandia Fastigheter (0,38)

Vasakronan

0,313

0,187

Group 3 AMF Fastigheter (0,31), Vasakronan (0,31) and AFA Fastigheter (0,25)
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7.1.4 Comparison — Combined Quota Values
The combined quota values indicate the distribution between the different areas and show
the overall direction of the companies. The evaluation of reliability is based on a

combination of the results from the questionnaire, the interviews and the analysis of the
companies. Table 16 — 18 has showed each company’s individual results within Customer
relations, Organizational management and Transaction cost efficiency, where the results
are analysed in the context of established hypotheses. The overall evaluation results in
three different groups that demonstrate different distributions of quota values.

AFA AMF Vasakronan

Chart 11: Area Distribution AFA, AMF and Vasakronan

The first group contains of AFA, AMF and Vasakronan where all three companies has
high and quite equal values within Customer Relations and Organizational Management,
as can be seen in Chart 11. When analysing the organizations of these companies there are
similarities in terms of responsibilities, units are divided into geographical business areas
that manages properties based on location. Vasakronan owns properties within four
different market areas and has an established unit responsible for each of the regions. AFA
has two business areas where responsibilities are divided similarly to Vasakronan while
AMF has recently changed their perspective and is now dividing properties based on
geographic location instead of property type. This is an important factor in terms of
Custom Relation success, which was highlighted in the interviews, where the landlord is
able to establish a closer and more present relationship with the customers. These
companies has long-term ownership objectives where the portfolio refinement is related to
developing their current properties, in this way they act more as urban developers rather
than property managers. For example, AMF is currently developing Urban Escape which
includes developing a central area of Stockholm, where the development of the urban
space is the value creating factor. Vasakronan has prospective projects aiming at
developing Malmskillnadsgatan which will generate a value that exceeds their property
management role. In order to make the organization more effective it is important to
understand your role on the market and match this with the structure of your organization,
as mentioned in the literature review “match the internal capabilities with the market’s
external opportunities”. AFA, AMF and Vasakronan’s quota values combined with how
they act on the market can explain the similarities in terms of Organizational
Management. Based on the established hypotheses these group of companies would
demonstrate characteristics that is relatable to In-House benefits due to low quota value of
Transaction Cost Efficiency but that there might be outsourcing benefits if considering the
relation between Customer Relation and Organizational Management.
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Folksam Skandia

Chart 12: Area Distribution Folksam and Skandia

The second group is Folksam and Skandia which demonstrates a lower focus on Customer
Relations and a similar distribution within the other areas. Folksam is as mentioned earlier
outsourcing their real estate management function to Newsec while Skandia has their real
estate management function In-House. If compared to group 1 there are differences in
terms of organizational structure, obviously Folksam demonstrates differences since they
outsource but Skandia also shows some differences. Skandia is dividing their market areas
based on property type which as mentioned earlier may have a negative impact on
Customer Relations if not handled properly. Our hypotheses was that companies that
demonstrated high focus in Organizational Management and Transaction Cost Efficiency
in relation to Customer Relations tends to outsource, since outsourcing might have
implications on Customer Relations. These companies are aligned with the hypotheses but
only Folksam is currently outsourcing, Skandia has a history of outsourcing but is
currently managing their real estate management In-House. Folksam and Skandia’s values
in Organizational Management and Transaction Cost Effieciency can be explained
through the potential knowledge that outsourcing may contribute to, even though Skandia
changed back to In-House management the distribution shows that it might have changed
their perspective. The crucial part of outsourcing is designing the contract in a good way,
companies need to ensure themselves that the incentives structure benefits all the involved
parties.

Humlegéarden

Chart 13: Area Distribution Humlegérden

Third group is only consisting of Humlegdrden, which displays the highest quota value of
all companies in Customer Relations. Humlegarden’s organization is divided into a
business driving area and a business supportive area, where the business driving includes
the real estate management function. As in group 1, Humlegéirden has divided their real
estate management based on geographical location and not based on property type which

55



can positively impact the Customer Relations as was explained earlier. If comparing
Humlegarden to the other companies included in the study they have a large number of
employees/owned space. For example, AMF has 100 employees on 707.000 sqm while
Humlegarden has 89 employees on 413.000 sqm. If we assume that more employees on
less space enable the company to direct more resources to each customers, this is what
might explain the highest quota value in Customer Relations. It could also explain the
lowest value in Organizational Management since it might not be the most effective
approach from an organizational perspective. The quota value regarding Transaction Cost
Efficiency is similar to the second group and if investigating the individual answers from
the questionnaire, Humlegarden exhibits an understanding regarding important factors to
consider when evaluating costs for service providers.

7.2 Hypotheses Evaluation

By processing the empirical data gained from the questionnaire, we are able to test our
hypotheses that were formulated by combining previous researches in the literature review
with theoretical frameworks applied in the theory section. The prior hypotheses are
presented below as well as our assumptions regarding the positioning of the companies
when plotted in the charts.

Hypothesis 1 — Transaction Cost Efficiency

1. Outsourcing companies will tend to show a high focus in transaction cost
efficiency since it is essential in how they conduct business.

ii.  In-house management companies will generally show a lower focus in the area of
transaction cost efficiency, simply since it do not impact their business in the same
way for those who outsource.

Hypothesis 2 — Organizational Management

1.  Since real estate management outsourcing in real estate companies is not an
organizational approach that has been used extensively, these companies will show
a high focus in the area of organizational management.

ii.  In-house management companies will generally indicate a lower focus in this
subject area, with exceptions from those who continuously evaluate possibilities in
organizational improvements.

Hypothesis 3 — Customer Relations

1. Outsourcing companies will indicate a lesser focus in the area of customer
relations due to the lack of direct contact with its customers.

ii.  In-house management companies will indicate a higher focus concerning customer
relations since they are assumed to have a long term ownership objective.

Our preliminary assumptions was that outsourcing companies would tend to position
themselves in the upper left corner of the charts while in-house management companies
would be grouped up in the lower right corner.
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When analyzing Chart 11, we can see that our assumptions and hypotheses are somewhat
aligned with the empirical findings. We are able to see major differences between
Folksam and the in-house management companies Vasakronan, AMF, AFA and
Humlegérden. The only major deviation is regarding Skandia who, from a customer
relations perspective, act like an outsourcing company. In Chart 12, we are able to observe
a similar but not as distinct pattern as in Chart 11. In this case the companies are
positioned in three clusters where Folksam and Skandia exhibit a similar behavior, just as
the group of AFA, AMF and Vasakronan does. Our predictions were that in-house
management companies would generally neglect the importance of organizational
management for the benefit of customer relations, which is disproven by our empirical
findings. In the same way as in Chart 11, Skandia behave as we would expect from an
outsourcing company.

Transaction Organizational
Cost Efficiency Management
A A
104 104
08— 084
® AFA o L4 ® AFA
® AMF ° ® AVWF
06 Folksam 06 Folksam
® Humlegarden @® Humlegéarden
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Chart 11: Hypothesis 1 & 3 with Companies Plotted Chart 12: Hypothesis 2 & 3 with Companies Plotted

7.3 Extensions

Since both outsourcing and in-house management has different advantages towards each
other depending on the situation of whom it concerns, it is impossible to say that one
alternative is generally superior to the other. It all comes down to find a solution that is in
line with the company’s overall strategy and supports its stakeholders’ interests. In order
to find an optimal way to conduct real estate management operations, a number of high-
impacting factors need to be analyzed and investigated:

Who is the property owner?

The real estate market consists of various actors. Foreign & institutional investors, listed
property & non-property companies and public companies all have different ownership
structures with different sets of requirements for how to act on the market.

The first thing to determine from a real estate management perspective is whether or not
holding real estate is seen as a core business activity. Generally, if real estate is not
considered as core business, the company would be better off freeing up capital by selling
their real estate portfolio. For non-property companies where this is not an alternative, i.e.
the Swedish Church, the management of the real estate should be outsourced. Outsourcing
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of real estate management is usually favourably also for those actors who do not possess a
high knowledge of the local market, i.e. foreign investors with a small amount of real
estate in a specific country.

What is the purpose of the ownership?

Even though the ownership structure of different companies is similar, the purpose to why
the company owns real estate may vary. Transaction-intensive companies and those who
hold real estate for a restricted time-period, i.e. property funds, often have a short-term
ownership perspective which requires them to be as flexible as possible, making an in-
house management team economically inferior to outsourcing. Short-term real estate
owners also tend to see the property’s appreciation in value as superior to its dividend
yield. Thus, customer relations are not valued as high as in companies with long-term
ownership perspectives which in turn make outsourcing a more attractive alternative.

How is the property portfolio designed?

Although companies holding real estate as core business with a long-term ownership
perspective usually conduct real estate management operations in-house, the design of the
property portfolio is a determinant impacting the optimal structure of the real estate
management function. The amount of personnel and level of competence needed to
manage the assets is very much affected by the size of the portfolio and the variations
between the individual properties.

First of all, the geographical distribution within the portfolio determines if it is
economically viable to conduct in-house management operations or not. Even though
some property types (warehouse and industrial) are easier than others (residential and
retail) to manage without local presence, long-distance management is usually not a
bearable solution. But in order to establish local presence, real estate companies need to
own a sufficient amount of properties within the geographical boundaries which forms
that specific sub-market. If these requirements are not met, outsourcing of real estate
management operations in the external sub-market is most likely economically superior to
in-house management.

Who are the tenants?

Apart from the fundamental operational requirements that follows with owning real estate,
how real estate companies structure their real estate management function depends on
tenant needs. Different types of tenants require different levels of attention which in turn
determines the competence needed to meet all individual requirements. This entails real
estate companies to be extremely flexible when it comes to customer relations, an added
value that is often overlooked when the real estate management operations is conducted by
consultancy firms whose primarily goals are related to profitability and financial return.
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8. Conclusion

In this chapter the concluding discoveries of the investigation are summarized and
presented. The most important parts of the thesis is briefly explained and presented
combined with a created model from the analysis.

Throughout this investigation, it has been illuminated that Swedish institutional real estate
companies perceives the market in different ways. Even though each company’s
individual goal regarding the ownership of real estate orbits around generating high and
stable return to its owners, the investigated companies exhibits differences in how to
generate the highest return. Transaction intensive real estate companies consider the
property’s value appreciation as the primary source of return, while those with long-term
ownership objectives favor reliable dividend yields. The management’s perception
regarding how to conduct business is projected through company operations and resource
allocation. Real estate management is a multidisciplinary area of operations where
customer relations, organizational management and transaction cost efficiency are core
concepts. The study shows that in-house management companies, to some extent, tend to
value customer relations over organizational management and transaction cost efficiency,
while outsourcing companies behave in an opposite manner. However, there are empirical
exceptions precluding that these concepts cannot solely explain how companies reason
when structuring their real estate management.

Is managing real estate
considered core business Yes No
or not?

Is the real estate company
considered a transaction - No Yes
intensive firm?

Is the portfolio diversified in N
terms of locations and 0 Yes
property types?

Do the tenants tend to
demand a high level of Yes No
service?

Strategic real estate In-House Potential benchmarking

’ ‘ Outsourcing
management options benefits

<
<

v

Figure 14: Real Estate Management Model

The thesis embraces the fact that both outsourcing and in-house management entails
different advantages and disadvantages depending on company specific prerequisites.
Even if we are able to conclude that there are certain situations where one alternative is
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established as superior, there are various situations where it cannot be determined whether
in-house management or outsourcing is the optimal solution. The model above includes
additional factors impacting strategic real estate management decisions and provides a
general approach towards organizational evaluation. From our perspective there are areas
of improvement within the Swedish real estate industry related to organizational structure,
where the thesis has highlighted the individual benefits of both alternatives. However,
none of the investigated companies utilize the advantages of being positioned in the area
where both outsourcing and in-house management can be beneficial. By combining
outsourcing and in-house operations in the company’s real estate management, the
alternatives can be benchmarked towards each other and in turn prove optimal real estate
management structure.

8.1 Suggestions for Further Research

During the concluding part of the report we reflected over a number of factors that would
have been interesting to investigate. This area of knowledge is limited and we are
confident that there will be changes on the Swedish real estate market in terms of how
operating companies evaluate benefits of combining In-House and Outsourcing within the
organization. There is a current negative attitude towards Outsourcing that is based on bad
contracts historically, we believe that companies such as Folksam will show the potential
benefits in terms of knowledge and profitability which in turn will develop the industry
even further. Every industry is continuously developing and there are processes to refine
within the Swedish real estate business.

An important part of developing this area further is to carry out a quantitative study
regarding the tenant’s perspectives. This study only considered the potential advantages
and disadvantages of In-House and Outsourcing in the real estate business, which is why it
would be interesting to see if they experience the carried out service differently depending
on if the real estate management is handled In-House or Outsourced. The tenants are such
an important part of running a real estate company and our study only measures Customer
Relations based on the different companies understanding of what is important for
customers. There is no absolute truth that the tenants experience this in the same way,
which is why it would be suitable to investigate.

We hope that this master thesis has highlighted the importance of continuously evaluating
your organization. The Swedish real estate business would benefit from considering a
greater spectrum of organizational solutions and the ever increasing demand for
development will change the rules of the game in the future.
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Appendix 1. Questionnaire — Questions

1.

10.

11.

12.
13.

14.
15.

16.

17.

18.

19.

20.

21.

22.
23.

We observe the market from our customer’s perspective as we develop our business
model (2-1-0-0-0)

We take the cost of monitoring into account when calculating the total contract cost (2-1-
0-0-0)

Our organizational structure is formed on the basis of what creates the highest value for
money rather than what generates the highest financial output (2-1-0-0-0)

We only outsource organizational functions that are not considered as core business (2-1-
0-0-0)

We adapt our products to support our customers’ business models (2-1-0-0-0)

We are aware of the true direct and indirect costs of providing our real estate services (2-
1-0-0-0)

We allocate the company’s resources equally among all customers (0-0-0-1-2)

We choose to closely monitor our external service-related costs in order to reduce
unnecessary expenditures (0-0-1-2-1)

We include all stakeholders within the organization before taking decisions on
organizational changes (2-1-0-0-0)

We take all solutions related to the provision of services into account before deciding on
whether to outsource or not (2-1-0-0-0)

We use an incentive structure that ensures that our external real estate services are
performing in accordance to what we expect (2-1-0-0-0)

We provide performance-based contracts to our service providers (2-1-0-0-0)

We continuously follow up on our customer relations in order to obtain feedback (2-1-0-
0-0)

Our decisions on whether to outsource or not starts from a cost perspective (2-1-0-0-0)
Our procurement process is designed to support the company’s overall strategy (2-1-0-0-
0)

We use the relationship with our customers to obtain information about the market’s
needs and preferences (2-1-0-0-0)

We possess all the information that is necessary in order to evaluate if our real estate
services are carried out in the best way possible (2-1-0-0-0)

We can rely on our suppliers to act according to our interests (2-1-0-0-0)

We use outsourcing to provide the organization with specialist skills (2-1-0-0-0)

We strive to promote closer cooperation with our customers, such as joint ventures and
partnerships (0-0-1-2-1)

It is important for us to maintain control over the functions that have the greatest impact
on the financial result (2-1-0-0-0)

We are able to observe the actual output generated by our service providers (2-1-0-0-0)
Our organizational structure is designed to promote short information routes (2-1-0-0-0)



Appendix 2. Questionnaire — Answer Distribution

Always Frequently  Occasionally Rarely Never
1 5 2
2 2 3 2
3 3 4
4 3 2 2
5 1 5 1
6 2 5
7 3 2 2
8 4 3
9 1 4 2
10 4 3
11 1 3 2 1
12 1 2 1 3
13 6 1
14 2 3 2
15 3 4
16 2 4 1
17 1 6
18 1 5 1
19 1 2 2 1 1
20 2 3 2
21 7
22 3 4
23 5 2




Appendix 3. Interview Questions — Real Estate Companies

Vad ér syftet med ert fastighetségande?
Vad ser ni som er kdrnverksamhet? Har det fordndrats éver tid?

Hur ser er organisationsstruktur ut? Beskriv processerna i bolaget.
- Finns det nagra trender som gor att detta kommer att fordndras under den nirmsta
tiden?

Hur ser er forvaltningsstruktur ut?
- Vad skulle krévas for att ni skulle 6vervéga outsourcing?

Vilka fordelar och nackdelar ser ni med er valda strategi?

Hur kommunicerar ni med era kunder? Finns det skillnader?

Hur skapar ni nya kundrelationer?

Hur arbetar ni for att bibehalla goda kundrelationer?

Pé vilket sétt anvénder ni marknadsinformation f6r att méta framtida behov? Exemplifiera.
Vilken output &r det viktigast att ni kan kontrollera? Hur mdits det?

Anvénder ni er av outsourcing i dagsliget? Vad dr avgérande for beslutet?

Vad anser du ér fordelarna med outsourcing respektive in-house?

Hur sker uppfoljning av avtal med tjdnsteleverantdrer? Finns det skillnader?

Hur faststéller ni vilken output som faktiskt genereras frin era leverantorer?

Hur sédkerstéller ni att era leverantorer arbetar utifran ert intresse?



Appendix 4. Interview Questions — Consultants

Hur ser du pé er roll pd marknaden for forvaltningstjanster?
- Hur hart konkurrensutsatt &r marknaden?

Vilken typ av fastighetsbolag riktar ni er mot? Speciellt marknadssegment?
- Har detta fordndrats over tid?

Vilken kravbild har fastighetsbolag som koper in férvaltningstjinster frén er?
- Vilka mervirden kan ni erbjuda?

Vilken kommunikation mot hyresgésterna ér ni ansvariga for?
- Finns ramverk uppsatta av era kunder eller skapar ni de sjédlva?

Hur kan fastighetsbolag som anlitar er méta kvaliteten pd forvaltningen?
- Hur regleras det i kontraktet?

Vad anser du ér fordelarna med outsourcad respektive in-house forvaltning?
- I vilka fall skulle du sdga att det ena alternativet &r att foredra framfor det andra?

Vilka marknadstrender ser du? Finns det utrymme for hybridlosningar?
- Hur skulle en sddan produkt paketeras?
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