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Abstract 

This study aims to examine flexible workspaces from the perspective of a real estate owner. The 

research questions include how flexible workspaces will develop in Stockholm, how well the 

provision of flexible workspaces fit into the business model for real estate companies and how they 

can accommodate solutions on flexibility in their portfolio.  

 

The method used consists of two parts, firstly a case study performed on the London based real 

estate company British Land who have developed a concept for flexible workspace called Storey. 

The second part consisted of eleven interviews with representatives from real estate companies in 

Stockholm. By combining these two parts, a sound basis for mapping the success factors for how 

to extend a business model by offering flexible workspaces along with an appreciation of its future 

development could be made. The findings include the real estate companies’ perception that 

increased levels of flexibility will be a common sight in the real estate landscape in the future. 

There are however several different approaches on which strategy to choose in order to offer 

concepts for flexibility in an office portfolio, all depending on the organisational structure and 

business model for the individual real estate company. The contribution of this study is therefore 

that real estate companies can gain a number of benefits by offering flexibility in their portfolio.  
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Sammanfattning 

Studien ämnar till att undersöka koncept för flexibla arbetsplatser ur ett fastighetsägarperspektiv. 

Forskningsfrågorna behandlar hur väl det passar en fastighetsägares affärsmodell att tillhandahålla 

olika koncept för flexibla arbetsplatser och kontor i sin fastighetsportfölj och hur de i sådana fall 

skall gå till väga, samt hur utvecklingen av detta arbetssätt kommer att emottas på Stockholms-

marknaden.  

 

Undersökningens metod består av två delar. Först har en fallstudie utförts på det Londonbaserade 

fastighetsbolaget British Land som själva utvecklat ett koncept för flexibla arbetsplatser, kallat 

Storey. Därefter har elva intervjuer med representanter från fastighetsbolag i Stockholm 

genomförts. Detta har skapat ett solitt fundament för att kartlägga de framgångsfaktorer som ligger 

till grund för hur en fastighetsägare kan utöka sin affärsmodell för att erbjuda flexibla arbetsytor. 

Resultaten pekar på att flexibla arbetsplatser kommer att fortsätta att växa på Stockholms-

marknaden och bli ett vanligare arbetssätt för både små och stora företag. Det finns sedan ett antal 

strategier en fastighetsägare kan välja för att erbjuda sådana koncept i sitt fastighetsbestånd, vilket 

är beroende på organisationsstrukturen och affärsmodellen i det enskilda fastighetsbolaget. 

Forskningsbidraget i studien är bland annat att det finns en mängd fördelar som en fastighetsägare 

kan dra nytta av genom att tillhandahålla koncept för ökad flexibilitet i sin fastighetsportfölj.  
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1 Introduction 

The increased demand for flexibility is something that has stuck the real estate industry for quite 

some time, but as the industry is notoriously known for being slow at adapting to new trends, the 

development among corporate real estate companies has been lagging behind. Office hotels and 

other forms of flexible workspace dates back to the mid-twentieth century and is not a new 

phenomenon although newer concepts have emerged. The concept of coworking has been present 

for 10+ years and have had an upswing recently as corporate real estate companies and other actors 

in the industry slowly have realised its impact. The global leader for flexible workspace is London, 

which easily surpasses New York and other bigger cities. In 2017 WeWork, a global coworking 

operator, was the 2nd biggest tenant in both London and Manhattan New York, coming right after 

the premises for British authorities and JPMorgan respectively. WeWork have seen exponential 

growth since it was founded in 2010 and is currently valued more than $20 billion.  

 

In London alone, flexible workspace providers have taken up 21% of the market share as of 2017, 

which is more than a doubling of the take-up from the previous three years. WeWork and other 

coworking operators have historically not been owning any property but is merely an occupier and 

a service provider, not possessing any specialist skills in real estate management. Real estate 

companies have previously leased space to operators of flexible workspace concepts, but as the 

industry have matured, both the operators and real estate companies have realised there is a 

potential profit in controlling the assets and supplying the concepts in-house correspondingly. 

WeWork have begun to acquire properties whilst traditional property owners have started to 

implement, invest and create their own concepts on how to offer increased flexibility. Among them 

British Land, which is the second largest real estate company in London who have launched their 

own flexible workspace brand. British Land have historically outsourced the provision of flexibility 

to operators but finally came to a point where they realised they had to enhance their business 

model and provide the services that their customers asked for and hence delivering increased 

flexibility. Therefore, the in-house brand Storey was created in mid-2017 and has since then 

established flexible workspace offices in several locations across London. The main reason for 

creating an in-house concept is said to be the company’s pursuit of being increasingly customer 

oriented. 

 

London is a vastly bigger market than Stockholm, and it is considered the most mature and 

penetrated market when it comes to flexible workspace. Just recently, real estate companies have 

responded to the development by offering in-house concepts on flexibility instead of accepting the 

fact that operators have controlled the provision of flexible space. In Stockholm, real estate owners 

have made a variety of approaches for how to accommodate a higher degree of flexibility in their 

properties since a number of years back, many of which are office hotels. Some landlords provide 

their respective flexibility concepts all on their own while others partner with a specialist and some 
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outsource it to an intermediate. Some landlords however regard the development to be somewhat 

of a fad and consider it to be too difficult and risky to embark upon. Some property owners also 

argue the development solely can be accredited to the booming business cycle and that the demand 

for flexibility eventually will diminish whilst there are opposite opinions that are considering the 

development is here to stay. Regardless of what, the property owners have gotten an eye-opener as 

an increasing number of outside actors such as the operators, transform the real estate industry into 

becoming more customer compliant. These actors are redrawing the boundaries for what is 

considered to be core-business in real estate and it is now a question how the slow-paced industry 

will respond. 

 

In terms of terminology, there are numerous concepts that are used to describe different flexible 

workspace settings. Office hotels, serviced offices and coworking spaces have become increasingly 

inseparable with the boundaries between them being more blurred and the definitions diluted. It is 

therefore not permissible to restrict the discussion to only describe coworking which recently has 

become the most popular concept used to describe flexible workplaces. Common for all these 

different concepts is that they often imply shorter leases, shared amenities and areas for increased 

collaboration and other social aspects, to varying degrees. Office hotels and serviced offices are 

more devoted to companies being separated from each other whilst coworking is more focused on 

synergy effects, community and co-location. This study focuses more on flexibility in terms of 

coworking, but as the definitions overlap the term flexible workspace will mostly be used, as well 

as the term for real estate owner, landlord or property owner also will be used analogously.  

 

When it comes to flexibility there is no doubt that occupiers are demanding increasingly flexible 

leases with shorter and shorter contract lengths. In addition, many argue that the way people work 

is changing which can be accredited to advancements in digitalization. The users of coworking 

spaces have gone from SMEs, freelancers and small tech companies to larger multinational 

companies who realise the benefits that can be drawn from locating some of their employees in 

new inspiring environments. The enhancements are seen both through increased collaboration and 

creativity that coworking spaces allows for, but also the use of such flexible spaces as an expansion 

area for big companies with rapid growth. Coworking and flexible workspaces now apply to all 

sizes of businesses, in all kinds of businesses. As Stockholm is home to one of the most prosperous 

tech-markets in the world, many expect the use and supply of such spaces to increase. 

 

More and more companies are seeing the benefits of flexibility and coworking, and at the same 

time the big operators will want to control the assets where they rent space. As for now, companies 

like WeWork are mainly tenants and customers to real estate companies, but as they will purchase 

property in order to cut out the middleman, they will harden the competition for their previous 

landlords who have no choice but adapting. Correspondingly, some real estate companies have 

realised they also can remove the intermediary by supplying the flexibility in-house. Companies 

like British Land have understood this impact and have hence launched their own concept in order 

to capitalise on the increasing demand and at the same time being more customer-centric.  
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But as the real estate industry is slow at adapting, this is still a rare case. There are strong beliefs 

that coworking and the flexible workspace industry will continue to be a way of working in the 

future. It is however a question if real estate companies are to enter the industry, or if they should 

let companies that have their core business in more service and customer-oriented industries, 

manage the flexible workspace industry. Is it feasible for a real estate company to develop a run 

flexible workspace concept themselves because it is in line with their business models, or is it a 

step too far away from their core business? 

  

The aim of this study is to explore commercial real estate owners’ perspectives on flexible 

workspace. To do so, three sub-questions are to be answered:  

1. How will flexible workspaces develop on a smaller and less mature market (Stockholm) 

compared to a more mature market (London) – and how is the phenomenon currently 

perceived by actors on these two types of markets? 

2. Does providing solutions for flexible workspaces fit into the business model of a 

commercial real estate owner? 

3. Which is the preferred way for a real estate owner to accommodate flexible workspaces in 

their properties? 

1.1 Delimitations 

To make the study more precise and to uphold its reliability, limitations have been set up to frame 

the researched questions. Firstly, the study focuses on the Stockholm market and not the Swedish 

market as a whole since the Stockholm market distinguishes itself by being denser and more similar 

to international cities than other Swedish cities. As the study aims to explore flexible workspace 

strictly from a real estate owner’s perspective, only real estate owners have been included in the 

study, and not operators or tenants and members of the operators. Moreover, only the different 

solutions of providing flexible workspace has been investigated, and hence not the contracts, 

agreements and ingoing parameters in detail. To delimit the study furthermore, a study of how the 

operations of flexible workspace is profitable in detail, has been omitted, as the study has a more 

comprehensive approach.  
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1.2 Disposition 

Chapter 1 – Introduction 

 

Chapter 2 – Background 

A description of the office market, trends for working across the world and flexible workspace. 

Users of flexible workspace, how it is looked upon by real estate owners and strategies of real 

estate owners are also presented along with an introduction to the new financial reporting rules 

IFRS 16 is also included.  

 

Chapter 3 – Theoretical framework  

The theory of business models and strategy is presented along with the theory of outsourcing. 

 

Chapter 4 – Methods 

A description of the chosen methods which includes a case study and interviews, as well as a 

description of how the methods were performed in the research. 

 

Chapter 5 – Empirical findings 

A presentation of the empirical results that were conducted through the case study in London, and 

through the interviews with real estate owners and developers on the Stockholm market. 

 

Chapter 6 – Analysis 

The section where the results are analysed and discussed in relation to background and theory.  

 

Chapter 7 – Conclusion 

The very last section contains conclusions, answers to the research questions, limitations and 

suggestions for further research.  
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2 Background 

2.1 Office market 

2.1.1 Real estate office market overview 

As of 2016, the global real estate market was worth $217 trillion, of which 75% was residential 

property (Baum, 2017). The given information means that non-residential property is worth $54,3 

trillion. The global real estate market is a very illiquid market, but yet it makes up for more than 

half the value of all mainstream assets in the world (Baum and Hartzell, 2012). The liquidity ratio 

of the European real estate market in 2016 was 7,1% with Ireland (14,5%), Poland (12,5%) and 

Sweden (11,0%) in the top three globally. North America reached a liquidity ratio of 9,8% and the 

Asia Pacific reached 2,6%. In 2016, the value of commercial real estate grew by 6% globally, 

driven by Asia Pacific which rose 11%. Europe continued to lag with stock flat, but the value of 

commercial real estate in North America grew by 5%, as in previous years (Cushman & Wakefield, 

2018b).  

 

In Sweden, the commercial real estate makes out 35% of the total value of all real estate (Borg et 

al., 2015). It is therefore an interesting market for investors and over the past years, the overall real 

estate market in Sweden has experienced high transaction volumes and rapid price increases. For 

commercial real estate, the yields are historically low, and rents are historically high in Stockholm 

CBD. By May 2018 the prime yield in Stockholm CBD was estimated to 3.5% and the average 

prime rents reached 7 100 SEK/sqm/year, an increase of more than 10% since the previous year. 

To put it in a context, at the very same time, the prime yield for offices in London (West End and 

City) were quoted at 3.25% and 4.00%, and the rents reached levels of 1 333 €/sqm/year and 818 

€/sqm/year, equivalent to approximately 13 500 SEK/sqm/year and 8 300 SEK/sqm/year 

(Cushman & Wakefield, 2018d).  

2.1.2 Brief introduction to trends affecting the office market 

There are several different trends around the world regarding the perception of the office space and 

market. One trend is the sharing economy, which is not only present in our private life, but also in 

our work life. Sharing space with other workers from another field or company is a behaviour that 

has developed the sharing economy for workspace and offices (Baum, 2017). Sharing space with 

either colleagues or other, unknown workers has affected both the environments within traditional 

offices and workspace outside traditional offices. In Asia, activity-based working is a common way 

to work since it provides freedom to the employees and the opportunity to choose a particular 

setting that suits their work the best.  
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As the modern business environment is changing rapidly, pressure has increased on companies to 

focus more on core competencies. For companies as tenants, it means moving to a serviced 

accommodation (Simms and Rogers, 2006). The London office market is where coworking has 

had a noticeable impact on the market. This concept reaches out to companies that need more 

flexibility in terms of the length of leases and premises. Simms and Rogers (2006) states that the 

functional flexibility of space is important to organisations, since unused space represents a 

wastage of resources. It may hence be in the interest of firms to decrease their core space and use 

short-term leased space to absorb the demands of individual projects (Worthington, 2000). In New 

York on the other hand, very dense offices are becoming more common due to rising workspace 

populations and increasing occupancy costs (Cushman & Wakefield, 2017). All solutions 

mentioned above is a response to increased costs but also demand for flexibility from the working 

population.  

 

There has been an increased focus on the workers over the past years and user experience has 

become more important in order to make each employee more comfortable, happy and productive. 

The connection between employee productivity and the built environment is a topic which has 

gained interest and there are several recently launched initiatives in order to gain a greater 

understanding for this. In some workplaces, it has been recognised that the workspace has become 

a place for socializing and informal meetings with colleagues, rather than just a place focused solely 

on working and productivity (Waber et al., 2014). Space offered will include traditional offices, 

and an assortment of other shared collaborative and third spaces. An outcome from the wide 

selection of office space will provide employees with the comfort and flexibility requested.  

 

What affects the office market is as mentioned what the different industries demand. A factor that 

affect both the population as a whole but especially the office environment is internet access 

(CBRE, 2017b). As of today, more than 40% of the world’s population have internet access which 

provides freedom to employees since they are able to work anywhere with a computer and internet 

connection. The digital development has hence both provided freedom to employees but also 

allowed more cities to be competitive in a way that was not possible during the industrial era (Finn 

et al., 2013; Kojo and Nenonen, 2016). As Harris (2016) suggests, it is likely that technology will 

be used to allow companies to enhance connectivity while providing options and flexibility to their 

employees. The increased presence of technology in our daily lives has caused the tech sector to 

experience a recognizable growth from $600 billion to $6 trillion over the past three decades, 

generating a new generation of firms (Cushman & Wakefield, 2017). Jobs in the information and 

communication sector have grown almost five times quicker than finance jobs and have had a 

significant impact on the city’s economic growth. Many start-ups have begun their journey in 

Stockholm and the emergence of coworking spaces is a consequence of it (Cushman & Wakefield, 

2017). It is clear that digital innovation will affect all real estate asset classes as space users and 

advanced technologies continue to transform workplaces. According to CBRE (2017a), technology 

will play an even greater role in how occupiers use and manage their office space. The mobility 

created by the new technology and the ability to stay connected will transform how employees 
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desire to work and as a result, their associated real estate requirements will change (Deloitte, 2015). 

Employees can hence work from virtually wherever they prefer, at a time that suits them. Cutting 

costs is for many organisations a key focus in order to generate a higher profit and be competitive 

on the global market. For more or less all firms, the largest expenses are employees and real estate. 

It is therefore a natural strategy to reduce costs associated to them (Simms and Rogers, 2006). 

However, this often causes employee disengagement, a lack of collaboration, a decline in 

productivity and innovation (Deloitte, 2015). In a recent study of Canadian workers, it was found 

that 90% prefer to work at an office and that face-to-face is still the preferred method of interaction, 

even for Millennials, which roughly are people born late in the 20th century. In order to have 

engaged and productive employees, it is fundamental to offer the ability to choose how and where 

to work. In the same study, 82% of employees indicated they would value a job that provided the 

flexibility to decide where they would work for at least part of the week.  

2.1.3 Office leases 

Office leases during the mid-20th century almost exclusively involved leases that lasted between 

10 and 25 years, and even longer. Over time the average lease has become shorter which can be 

attributed to the growing demand for flexibility (Baum, 2017; Sykes, 2014). As of today, leases in 

the US typically last for between three to five years, which is similar to the Swedish office market. 

In continental Europe, a ten-year long lease is common, and the very same leasing period is getting 

more and more common in the UK (Baum 2017; Lind and Lundström, 2009).  

 

An aspect that differs in different countries – and hence their markets – is how the contracts for a 

lease is designed. One of the major differences between different countries is what services that 

are included in the lease. There is often a correlation between the length of the lease and the amount 

of service included in the contract. In Sweden, operation and maintenance are often included in the 

rent, and the owner of the property is the one ultimately responsible for that. Of the gross rent paid 

by the tenant, more than 25% goes to operations and maintenance. This is the highest share of 

operation and maintenance included in the rent, in all of Europe. Contracts in Denmark include 

almost the same share, but in Great Britain, the same figure is only around 2% (Lind and 

Lundström, 2009). The Swedish landlord’s service commitment is hence far greater than in Great 

Britain.  

 

Compared to other countries, the length of the Swedish contract is usually shorter, between three 

and five years long. In Great Britain contracts are up to 20 years, but are often regulated at rent 

review, a check-up point. For the longer contracts in Great Britain, the tenant is responsible for 

operations and maintenance, instead of the landlord being responsible as in Sweden. The reasons 

for this may depend on both the deep-rooted culture of same enterprise owning, building and is 

responsible for all management needed, and the fact that there are fewer incentives for the tenant 

to take responsibility for the venue if they only have signed a lease for a shorter period of time. As 

owning real estate has become more of financial interest, it may be considered whether it is a 
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profitable strategy to offer the all-inclusive-contract. On the other hand, the incentive from the 

tenant is limited considering the length of the leases. The culture of the landlord providing several 

services to the tenant has become more present, as there are some landlords offering a menu of 

services, such as cleaning, catering etcetera. Another aspect that differentiates the Swedish leases 

is that nearly everything is regulated in the contract. It is an effect of standard leases being used, 

where all important questions are considered (Lind and Lundström, 2009). A result of this system 

is that the process of writing contract is less complicated, and the risk of misunderstandings and 

future conflicts is mitigated, since everything is considered in the contract.  

2.1.4 Vacancy 

As all other markets across the world moves in cycles, so does the real estate market. A property 

cycle is a logical sequence of events reflected in factors such as vacancy, supply and demand 

etcetera. Vacancy rates are hence a central part of all different real estate markets. The level of 

vacancy may be seen as an indicator of the current situation of the market and it is thus important 

to be aware of the current level and the overall direction of several vacancy rates. Vacancy is 

affected by three major factors; the market, the location of the building and the quality of the 

building (Remøy and van der Voordt, 2007). When vacancy occurs, it may both be seen as an 

opportunity or as an obstacle for the property owner. To have a real estate market with nearly no 

vacancies at all would be both impossible and unnatural. A certain volume of vacancy is hence 

expected, and natural vacancy is a commonly used term to describe this share of vacant space on 

the market. The theory of natural vacancy is based around the principle that property markets are 

characterised by frictions, which make the market inefficient. These inefficiencies make it difficult 

at times to match vacant space to tenants and vacancy is hence a natural consequence (Sanderson 

et al., 2006). What level of vacant space is natural for a certain market depends on how elastic 

demand and supply are to economic changes.  

 

Vacancy is as previously described, a direct effect of supply and demand, which both are correlated 

to the behaviour of tenants and strategies from the property owners. The fact that there are 

behaviours and strategies involved, causes the office market equilibrium to not be adjusted as 

demand falls, for example (Lind and Lundström, 2009). One side of the situation is that tenants 

might be relatively insensitive to changes in rents because the location of their office space is of 

great importance for their business (Sanderson et al., 2006). What happens on the office market as 

demand decreases, is that rents are not adjusted until equilibrium is reached, as they would 

according to the supply and demand theory. Instead, rents are only slightly adjusted downwards, 

and vacancy rates increase. This situation may be described as a quantity adjustment, rather than a 

price adjustment from the market (Lind and Lundström, 2009; Baum and Hartzell, 2012). 

 

There are several theories why the market is behaving like this and one of them describes the office 

market as a monopolistic market, where demand is inelastic and insensitive towards price changes. 

The actors on the market realise that none of them would profit from a price war, where they all 
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lower their rents until the vacancy rates are satisfying again, and hence resist from lowering the 

rents too much. Instead, they will profit from keeping the rents up and waiting for an increased 

demand to be able to sign leases on higher levels, rather than on the lower rent levels during times 

of high vacancy (Lind and Lundström, 2009). To still be able to meet the demands from the market 

without lowering rents, larger discounts are used to attract tenants. The other theory for describing 

why the market is acting this way, suggests that vacant space is seen as an option. It is an 

opportunity for the landlord to keep the space vacant and wait for higher rent levels than the current 

market situation allows and sign leases when market rents have increased.  

2.2 Flexible workspaces and coworking 

2.2.1 Flexible offices 

The concept of flexible working spaces is not a new phenomenon, it is rather a matter of new 

terminology. One of the first ideas on how to effectively use office space was born in the 1960’s 

when new types of offices appeared in the US and UK. These offices, called serviced offices 

included space rentable on-demand along with access to various services. Today this concept is 

similar to the idea of office hotels, which has become a popular way of working for small 

enterprises (Gandini, 2013). Along with the development of serviced offices, another type of office 

space was founded, namely telecentres. Telecentres were offices with telecommunication and 

computer services that was shared among the users of the centre. The idea behind telecentres was 

to provide companies with the services necessary for them to run their business without having to 

invest in expensive equipment. While serviced offices originally attracted small and fast-growing 

companies, telecentres mainly aimed at promoting socio-economic development in rural areas 

(Kojo and Nenonen, 2017). 

 

The two concepts described above are both predecessors to the concept of coworking, which is 

another flexible office solution that slightly differs from these. Coworking has only been present 

in its current form for roughly a decade and is based on the idea of co-localisation, community-

creation and collaboration between workers from different backgrounds to encourage innovation 

and knowledge sharing (Baum, 2017; Kojo and Nenonen, 2017; Spinuzzi, 2012). Coworking has 

sprung from the concept of sharing economy which Baum (2017) describes as the economic 

revolution built around the philosophy that space and capital goods are better utilised when shared. 

The term was initially used in the early 2000’s and has fostered several large multi-billion-dollar 

companies such as Uber, AirBnb and WeWork. In the real estate industry, the biggest effects of 

the sharing economy have been observed on retail, storage, residential, hospitality and office space 

(Baum, 2017). The shared economy is based on collaboration as the exchange through peer-to-peer 

platforms of intangible assets such as expertise, innovation and user experience. Companies are 

turning to alternative workplace solutions such as coworking to encourage collaboration (JLL, 

2016). Collaborative consumption is different to standard consumption in the sense that the cost of 

a service or the goods is divided across a group through renting or exchange (Baum, 2017). 
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As sharing economy is permeating the real estate industry in several levels and due to the fact that 

it has become desirable to be associated with it, coworking has become a popular concept which 

subsequently has resulted in it being used to describe many different work settings and blurring the 

definitions of different concepts. Common for most of the various definitions of the term is 

however the sharing of a physical space among several workers that allows for a higher degree of 

community and knowledge sharing than a regular shared office space such as a serviced office 

(Capdevila, 2015).  

 

Many of the flexible workspaces include numerous levels of membership which allows for its users 

to gain access to different features. The most basic memberships often include physical access to 

the coworking premises, while higher paying members get access to a dedicated desktop, private 

rooms and in some cases entire private floors in the coworking or flexible workspace office (DTZ, 

2014). As the spaces have become more and more private, with dedicated areas for large companies 

renting space, while using shared areas for the more social parts of work, it becomes clear why the 

term coworking has become increasingly diffuse as it incorporates all types of offices as long as 

they include some degree of shared space.  

 

As coworking once was used to describe a work space used for knowledge sharing and 

collaboration, it has now become a term used for all types of flexible office spaces (Kojo and 

Nenonen, 2017). In some cases, as for the largest coworking operators, the simplest membership 

does not even include an access to any office space, but solely include an access to a social network 

which is highly regarded in some industry branches where working is focused around networking. 

The popularity of the term coworking has diluted its definition into becoming almost any type of 

flexible office and any form of collaboration and networking between businesses. Since it has 

become a fashionable word, flexible workplace providers incorporate it to any form of 

denomination of their business concept and in marketing, even though they provide an office 

solution that in reality is not in line with the original definition of coworking. Even if there is a 

discrepancy in the terminology, the main difference between coworking and for e.g. office hotels 

are dissimilarities in size and level of collaboration (Cushman & Wakefield, 2018a).  

 

Alongside the development of the offices itself, there has also been a change in the way that people 

work and the physical attributes of workplaces. Offices have gone from cellular and individual 

rooms to open landscapes and in turn combi-offices and the currently popular activity-based 

workstyle. It has been a mutual and parallel evolution taking place in the rise of new types of offices 

along with the alteration in the style of work, and according to van der Voordt (2016) it is rather 

the shift in workstyle that has led to a modification of offices spaces than vice versa. 

 

The development of flexible workplaces has also been accelerated by the progress in information 

and communication technologies (ICT). Kojo and Nenonen (2017) identified factors such as 

increased globalisation, digitalisation, economic efficiency, sustainability, regional development 
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and the change in nature of employment as the main contributors to its fast expansion, along with 

several other features. Bell (1999) concluded that a workplace revolution was taking place that was 

modifying the way workplaces tend to function, mostly due to technological aspects. The 

traditional workplace trend that had been present for the last 25 years was coming to an end thanks 

to new forms of communication, technology and interior systems that was taking increasingly 

important roles in the office sector. Baum (2017) concludes that the increasing demand for, in 

particular coworking can be attributed to the growth of the tech and creative sectors which in turn 

have grown rapidly in the recent decades, all thanks to the digitalisation, ICT and globalisation, 

together with an alteration in the nature of work.  

 

The typical service offering from coworking spaces differs from the offering of traditional offices 

where coworking is more inclined to customer relations. The business model of coworking space 

operators is often more focused on offering a service rather than a number of square metres (Kojo 

and Nenonen, 2017). Coworking spaces are almost exclusively run by a space manager that ensures 

the office is operational and that its users are satisfied. The manager is responsible for providing 

member services, inviting new members but also providing activities, such as seminars along with 

more and less formal recreational events for its members (van Meel et al., 2014; Capdevila, 2015).  

2.2.2 The flexible workspace offering 

The application of coworking and other flexible office solutions have taken form in numerous 

ways. One of the first discrepancies to make is if the space is profit or non-profit. There are 

operators focusing of educational programmes without claiming any monetary compensation, and 

there are so-called accelerators and incubators who trade their knowledge for equity in the small 

firms using their spaces. The so-called non-profit spaces often have a more profound focus on 

education and mentoring such as in the accelerator/incubator case (Baum, 2017). There is also 

coworking operators dedicated for specific sectors, communities and sizes of companies. Secondly 

there is a choice of providing a public or a private space. A public space is often located in cafe 

setting environments, restaurants and other public places whilst the other side of the spectrum 

offers more confined spaces which can grant restricted access of certain degrees based on the 

company needs (Kojo and Nenonen, 2016). Without describing in too much detail, a spatial 

compilation can be used to depict the different solutions for flexible workplaces, shown in the table 

below.  
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Figure 1. Typologies of coworking spaces in Finland. Source: Kojo and Nenonen, 2016. 

 

Several of the shared office concepts shown in the table, are considered to be coworking spaces 

although it is obvious that many of them lack the most fundamental elements of coworking in terms 

of collaboration and knowledge sharing. In the matrix above, the term “coworking” is categorised 

together with office hotels which is yet another simplification, as coworking at the same time could 

be considered to part of all eight fields within the matrix.  

 

The basic components of the coworking space offering is based on a membership plan. Almost 

exclusively all flexible office spaces are based on a monthly fee depending on which facilities its 

users wish to have access to. The most fundamental membership often only grant access to the 

office space, meaning that the user is not guaranteed a specific desktop, nor other facilities which 

means that all services are to be booked for an extra fee (Kojo and Nenonen, 2016). It is also 

possible to restrict how often the users have access to the premises, varying from around the clock 

access to a certain number of visits per month. Higher paying members are granted desks in certain 

areas whilst more premium membership plans include dedicated desks or even private, lockable 

offices. A higher paying membership also imply that the office facilities and services are included 

in the monthly fee. The services vary from refreshments, access to conference rooms, printing and 

other administrative services, events, virtual offices, to more corporate services such as HR, 

insurance, accounting, IT-services, as well as personal services which include laundry and gym 

memberships (Foertsch, 2017). The growth of many operators is powered by the focus on the user 

experience, and many enter partnerships with third party service providers. This allows for 

companies to focus on their core business while all other business functions are managed by an 

intermediary (Capas, 2016). 
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The barriers to enter the flexible offices market is relatively low. This indicates that competition is 

high and that the market easily can be saturated. The lacking ability for new coworking operators 

to stay in the lead and becoming uncompetitive means that the occupancy levels and desk rates are 

easily affected. In addition, there is little differentiation between the flexible office providers in the 

market, as they all supply similar concepts which makes it increasingly difficult to distinguish 

operators from each other. The requirements from the users of flexible workspaces have also been 

expanded from only requiring internet access to several cultural aspects as well as more interaction 

and collaboration between coworkers and also demand for education from the coworking spaces 

(Finn et al., 2013). In order to stay competitive, there is a need for the operators to continuously 

evolve their business models. This is mainly done through enhancing the service offering with 

benefits such as the examples mentioned above, providing a community and a cultural agenda 

which is often aided by a technological platform that connects people and allows for informal and 

formal events. Educational programmes hosted by the operators of flexible spaces also creates a 

demand for locating businesses in flexible offices as the operator foster the growth of its users, 

especially for SMEs (Cushman & Wakefield, 2018a). Many operators also provide some sort of 

unique selling point as to differentiate themselves from the competitors, which can be done by 

creating a niche such as a high-end concept or targeting the coworking space to a particular branch 

of the industry. In general, the real estate industry is becoming increasingly focused on access to 

services on demand and other features and less focused on the leasable space. By using the leverage 

effect on their comparative size, several flexible workplace operators can bundle their products 

with other useful business functions with a discount, thanks to the economies of scale. This is also 

beneficial for the occupiers as they have access to costly services that previously have been very 

costly.  

 

Revenue from flexible offices can hence be found in two streams, namely membership fees and 

add-on services. The profitability of coworking spaces globally are highly reliant upon the number 

of members, where an increasing number of members means a higher profitability and break-even 

point. Scale is the only reliable solution for the operators to increase their margin according to a 

study by Cushman & Wakefield (2018a). Globally, the number of pure coworking spaces are few. 

That is, pure in the sense of being a by-the-book coworking space, and not only a flexible office 

who exploit the concept. The reason for the low number can explained by the fact that the 

operations require high maintenance and an intensive management due to the high turnover of 

tenants. This have resulted in coworking spaces providing hybrid models and other derivatives with 

several solutions provided apart from the coworking space itself (Kojo and Nenonen, 2016; 

Foertsch, 2017). Cushman & Wakefield (2018a) concluded that, in order for coworking spaces to 

be profitable, the occupancy rates need to be quoted around 80-85%. There are several factors such 

as location and the division between dedicated office spaces, meeting rooms, coworking areas 

etcetera which determine the profitable level of occupancy. Around 75% of the overall income 

stream however comes from renting of desks, private offices and membership plans, whereas 25% 

of the income comes from events, renting meeting rooms and various support services. One of the 

most common way for operators to increase their margins is by decreasing the space per desk (and 
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employee, or user), i.e. increasing the density of the office space. Many operators in the UK are 

providing densities around 5 square metres per desk, while some companies concentrate the area 

down to 3 square metres per desk, whereas traditional landlords estimate approximately 10 square 

metres per desk (Cushman & Wakefield, 2018a; WeWork, 2018).  

2.2.3 The users of flexible workspaces 

Initially, the main users of coworking spaces were start-ups and SMEs from predominantly tech 

industries along with freelancers, gig-workers and self-employed workers (Capdevila, 2015). One 

of the main reasons for these companies to choose flexible office solutions is because they in many 

cases face uncertain growth and unforeseeable cash flow projections (Cushman & Wakefield, 

2018a). Although SMEs and individual freelancers still are the biggest user demographic, the 

maturation of the coworking industry has resulted in a diversification in the user palette to a mix 

of tenants from several other industries (DTZ, 2014). One of the most fast-growing user groups of 

flexible workplaces is larger corporations who have begun to see the benefits of locating employees 

or even entire departments in coworking spaces which have created an increased demand for 

flexible workspace solutions (Cushman & Wakefield, 2018a; Sargent, 2016; JLL, 2016; van Meel 

et al., 2014).  

 

There are two main reasons identified for bigger businesses to locate some of their personnel in 

coworking spaces. Since many of these companies are often innovative, fast-growing and willing 

to get acquainted with new trends, they often use coworking spaces in times of temporal need for 

space, or in specific projects as an area of provisional expansion (van Meel et al., 2014). The other 

application is using coworking as an area for networking, information exchange, attracting new 

employees, partnerships and other synergy effects, as the flexible office operators are attracting an 

increasing number of large companies into their spaces, for longer and longer terms.  

 

Several companies have realised the effects of knowledge sharing and the exposure they get 

through being seen in such forums (Laing, 2013). The corporations have also reassessed their 

business models as the coworking approach according to Green (2014) accelerates internal 

processes within the company, along with encouraging productivity and creativity by providing 

less structured and centrally controlled environments for their employees. Kojo and Nenonen 

(2016) identified that larger corporations that have found coworking spaces are using the spaces to 

attract new employees outside the corporate constraints, but also to open up to new channels of 

collaboration and communication in inspiring environments and allowing them for short term 

flexibility. Another area of application that larger companies use coworking for is solely for 

associating their brand with coworking and only using it for meetings, while SMEs actually use 

the space for working on a daily basis. 
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Just as coworking spaces eases networking and knowledge sharing which allows for growth of the 

companies that make use of the opportunity to use such spaces, there is a hypothetical risk for 

leaking unwanted knowledge and company secrets which is one of the downsides for the users of 

coworking spaces (Bouncken et al., 2016). The lack of privacy also induces more security issues 

than a traditional office, including cyber security issues, and risk involved when leaving equipment 

unattended which is why many of the larger companies require less public coworking spaces with 

the possibility to restrict accesses (JLL, 2016). 

2.2.4 Flexibility from the property owner perspective 

The slowest adopters to the coworking trend have been the office landlords who generally are more 

inclined to renting large scale office spaces for long leasing periods. Green (2014) however 

concludes that companies that have been welcoming coworking concepts have seen a number of 

benefits. Looking at flexibility from the real estate owner point of view, there are several studies 

looking into the implications that flexibility entails in terms of risk and return. The desire for 

corporate agility has created a void for how to price risks which requires a new approach on how 

to manage and encapsulate the likelihood of greater income volatility. O’Roarty (2001) concludes 

that the relationship where the advantages that flexibility means to an occupier would imply a 

corresponding disadvantage for the landlord is no longer valid to the same extent. Another 

misconception about flexible leases is that they imply greater risks, than traditional leases, 

O’Roarty (2001) argues that greater flexibility means that the property owner can reallocate risks 

and reward, if only the risks were to be priced correctly. Harris (2016) describes how the use of 

property and office spaces have been altered into allowing for more flexibility and why real estate 

management should adjust thereafter. Among the findings are the idea that there are major changes 

taking place in the occupier demand for real estate, both for the quality of space, but also the 

quantity. Furthermore, Harris (2016) argues that the palette of work settings will continue to change 

in the future and that the corporate management for real estate should not only focus on the property 

itself but also the people working there. 

 

When valuing the flexible office sectors, there are two considerations, namely valuations of 

building where operators are among the biggest occupier, and the valuation of owner occupied 

buildings. In the case where the operator is the biggest tenant, the quality of the property continues 

to be dominating due to the fact that the agreement with the operator is not regarded as rigorous as 

most corporates. Therefore, many property owners ask for higher returns to cover for the potential 

risk for loss of income (O’Roarty, 2001). In a case where a landlord leases a number of stories in 

a large office building, the owner rather benefits from having a coworking operator in the building 

as this allows for several amenities and the potential of a flexible overflow of office space available 

for the other tenants in the building. Having an operator in the building means that the landlord can 

enhance the building value by providing flexibility to its clients. The sought-after flexibility also 

encompasses a higher willingness to pay among the operators which means that the landlords can 

achieve higher rents in buildings containing flexible offices according to French (2001).  
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There are, however few transactions that have occurred with buildings containing coworking 

spaces which means that there is a lack of evidence on how investors appraise such assets. 

Historically, the trend shows that properties containing a large proportion of flexible workplaces 

have been traded at a discount whereas having a property consisting of a smaller proportion of the 

total space let to a flexible office space provider have been considered to enhance the building and 

hence lowering the yield, according to Cushman & Wakefield (2018a). The increasing market take-

up of buildings where flexible workplaces are the majority tenant will lead to a better transaction-

based data in the near future, and hence the attitude towards the industry from the investors will be 

better reflected.  

2.2.5 The flexible workspace market 

The growth in flexible offices and especially coworking is driven by two large markets, namely 

the UK and US markets. These two accounts for more than haft of all flexible workplace centres 

worldwide (Foertsch, 2017; JLL, 2016; DTZ, 2014). In terms of scale the London market easily 

outnumbers the second largest market, New York. In the central parts of London flexible workplace 

providers occupy one million square metres of space, which equates to around 4% of the Central 

London office stock. Coworking space in London has increased its market share of office space 

from 1% to 14% during the period 2000-2016 according to Baum (2017) and as of 2018, flexible 

offices in US cities have seen a 20% growth over the last two years (Cushman & Wakefield, 2018a). 

Three underlying forces to this expansion have been identified by Baum (2017). The first force 

being the demand for flexibility among big businesses, the second being the length and inflexibility 

of traditional office space, while the third force is the demand coming from millennials who are 

requesting this workstyle more than any other generational group.  

 

 
Figure 2. Global share of flexible workplaces. Source: Cushman & Wakefield, 2018. 
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Although both the UK and US markets have seen a strong growth in the recent years, there has 

been a slight stabilisation as the emerging markets in Asia and Europe is starting to gain some 

momentum. In the European cities, the growth is however still behind the London market both in 

terms of take-up and total stock. In the major European cities, Cushman & Wakefield (2018a) 

estimates that the flexible office stock accounts for around 1% of the total stock. In Europe, 

Amsterdam is the second most mature market after London, where the flexible workplace stock 

accounts for 6% of the total office volume. The growth in the European cities are however 

anticipated to accelerate, riding the wave of the tech sector and start-up environment to a 6% growth 

in the coming three years. The Asian market is considered immature in comparison to both the US 

and European markets but has seen a strong rate of expansion the last years. The biggest markets 

in Asia are Hong Kong, Singapore and Shanghai. Estimations have been made that the flexible 

office sector will equate to 15% of the total office supply in 2030. Predominantly local actors are 

the suppliers of space in the Asian markets, however global companies have also started to show 

interest. The overall trend in the more mature markets is however that smaller suppliers are ousted 

by the giants. There are also some indicators showing that the London market is becoming saturated 

where flexible workplaces have had a large market take thanks to the growing entrepreneurial 

nature. There is however a structural reorganisation in the demand where larger companies are 

interested to position their business in flexible offices which could mean that the indications of 

saturation are somewhat exaggerated when this new demand arises (Cushman & Wakefield, 

2018a). The increased demand for flexible offices among larger corporations, lowers the risk for 

the operators, since the volatility of smaller and younger companies with weaker economic stability 

is now being diversified and supplemented by the strength from larger corporations with financial 

solidity (van Meel et al., 2014). 

 

Another factor that maintains the demand is that leases in London typically are very long, especially 

for larger companies (Harrison, 2002). This creates a particular demand from companies wishing 

the short leases that flexible office operators allow for. Harrison (2002) also suggest that real estate 

developers are probable to acknowledge the potential high profit that can be generated from 

supplying value-added services, rather than seeing their real estate assets as passive investments. 

If real estate companies start to offer business services of varying types in a centralised channel, 

instead of acquiring these from third party suppliers, they can increase their potential profit by 

cutting the middleman.  

 

Laing (2013) argues that the future growth of flexibility in offices will be driven by the increasing 

importance of the sharing economy and collaborative consumption. This has caused offices with a 

high degree of service, offering space efficiency and flexibility to becoming coveted. A contributor 

that pushes the development and growth is the shift to self-employment which has increased, and 

become a permanent feature, since the last global financial crisis (Spinuzzi, 2012). Another trend, 

observed in the UK industry is that real estate companies who previously have turned their back 

on the flexible offices industry now have started to open up for operators to accommodate their 

spaces into their properties.  
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2.2.5.1 Emerging markets: Stockholm 

Cushman & Wakefield (2018a) have identified a number of emerging market when it comes to 

future development of the coworking and flexible offices industry. Among them is Stockholm 

which is home to many multi-billion-dollar tech companies. Stockholm is, after Silicon Valley, the 

highest per capita producing city for tech-companies in the world (Hernandez, 2015). This may be 

derived from the lowered corporate income taxes and regulations which have eased the formation 

of new companies after the financial crisis of the 1990’s, in combination with the rise of 

entrepreneurism and the internet (Cushman & Wakefield, 2017). The Stockholm flexible 

workspace market is young in relation to the London market. Stockholm has a number of local 

operators along with a couple of international companies such as IWG, which is represented 

through Regus in several locations along with the Swedish premium coworking space No. 18 which 

was acquired by IWG in 2017 (IWG, 2018). The Stockholm market encompasses several small 

operators with one location only and a few larger local actors such as Helio, Convendum, 

Workaround, QuickOffice, 7A, Epicenter and United Spaces which are represented in two or more 

locations with more significant market shares. Since 2011, the seventeen largest operators have 

quintupled their space in Stockholm. In a charting made by Bergström (2018), flexible workspace 

from the seventeen largest operators in Stockholm have increased their share from 87 000 square 

metres in 2017 to 156 000 square metres in 2018 which is almost a doubling in size. In a survey of 

233 respondents, 77% answered that they expected the flexible workspace market to grow further 

in Stockholm, while the remaining 23% thought the demand would stabilise (13%) or the market 

decrease in time (10%) (Fastighetsvärlden, 2018). As of May 2018, WeWork is not represented in 

Stockholm but is looking for an expansion but is somewhat hampered by their high requirements 

on both location and technical specifications of the properties. This is however expected to be a 

minor obstacle for their expansion to Sweden as they expect to grow to between 30 000 – 50 000 

square metres in Stockholm within a few years (Engström, 2018). 

 

 
Figure 3. The 17 largest operators total number of square metres of office space.  

Real estate companies and small actors excluded. Source: Bergström, 2018 
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The Stockholm flexible workspace market has seen substantial growth in the recent years at an 

accelerating pace. There is however, very limited evidence on the actual growth apart from signed 

leases to operators, where there have been several large lettings year-to-date (Cushman & 

Wakefield, 2018a; Jacobsson 2018). A few property owners are also experimenting with in-house 

concepts on how to provide flexibility in their property. The mutual pension fund AMF have 

partnered with Epicenter which essentially is a coworking space in one of their properties in the 

Stockholm CBD. Vasakronan have, during the last 3-4 years experimented with a concept in some 

of their properties called “Smart & Klart” which is a fully furnished office rentable without a 

fixation period. Hufvudstaden have created a concept which is similar to the one of Vasakronan, 

in a small scale. Klövern has also created an in-house office hotel brand called First Office located 

in several cities across Sweden and have recently begun to offer a coworking concept in under the 

same brand.  

2.2.6 The two largest flexible workplace operators: WeWork and Regus 

WeWork was founded as a start-up in 2010. As of 2017, WeWork was valued $20 billion and had 

171 office spaces in 62 cities and 18 countries (WeWork, 2018). The WeWork business model is 

to lease office space and divide it into smaller segments which can be rented on a monthly 

membership basis. A typical WeWork office contains separate rooms, shared meeting spaces and 

very high densities (less than 4 square metres per user). WeWork promote themselves as a 

coworking operator but is according to some more of a serviced office provider. One of the unique 

selling points for WeWork is their membership network, events and business services. For 

example, WeWork provides health insurance an alternative for their American occupiers, which 

reportedly has been a key attraction (Urwin, 2017). The incredible growth of WeWork cannot be 

overlooked. They are, as of 2018, the second largest tenant in New York City where they have 

around 50 offices in which half of their current 270 000 square metres of office space have opened 

in the past two years. In order to obtain the large number of offices, WeWork often sign long leases 

(10-15 years) with the landlords and in turn sign shorter leases with their occupiers. As of 2018, 

WeWork was also the second largest tenant in London, coming right after the British government.  

 

The clientele and user base of companies that have agreements with WeWork is very diverse and 

consists of both large multi-national companies and SMEs, just like in the rest of the flexible 

workspace industry. The fastest growing segment is however large and more mature companies 

which chose flexible offices because of their affordability in comparison to other offices, along 

with the community and the networking possibilities, but also the possibility to work at any of the 

many WeWork offices worldwide (Baum, 2017). WeWork claims that 1000+ employee companies 

are the fastest growing user-segment which until recently was a non-existing user group in their 

customer base. This type of tenant account for 20% of the global revenue of the company 

(WeWork, 2018). Since its formation WeWork has acted as an operator and a third party who leases 

space or sometimes entire buildings, they have however started to acquire their own real estate, a 
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tendency that Baum (2017) among others argue is going to continue. A likely scenario, according 

to Baum (2017) is that operators such as WeWork will announce that they want to own and operate 

their own buildings. Intermediate solutions have proven to be unsuccessful, since such companies 

want to protect their wealth and move up the food chain, controlling their own property. However, 

Baum (2017) also argues that there are no barriers for traditional property companies to start 

offering coworking spaces themselves, as to drive the development. For example, WeWork 

purchased a building in Central London for 9 billion SEK, but also property in New York, and has 

shown greater interest in controlling the assets they operate from (Engström, 2018).  

 

Another large flexible workplace provider is Regus, owned by IWG (International Workplace 

Group) a company owning several flexible office companies, among them, their largest brand 

Regus. As of 2018 IWG controls 4,6 million square metres globally (IWG, 2018). Most of this 

space is under the Regus brand which was founded in 1989 in Belgium, making it one of the early 

large-scale providers of flexible office space. Today Regus is represented in 114 countries and is 

operating 3000 business centres. Historically, the business model had a focus on office hotels and 

serviced offices rather than coworking. Regus is however marketing their workplace concept as 

coworking, just as WeWork is. Regus’ customer base is similar to WeWork’s and is reporting that 

large corporates are among their fastest growing user group.  

 

Unlike WeWork, Regus is the only large flexible office operator who has completed and survived 

a full business cycle. During the dotcom bubble in 2003 however, Regus became bankrupt but was 

later reconstructed and is now valued $2,5 billion (Baum, 2017; IWG, 2018). Regus is also (through 

IWG), apart from WeWork the only one of the two companies which is publicly listed. 

2.2.7 Strategies for corporate real estate companies to offer flexible workspace 

Traditional real estate companies have very recently adopted the flexible office market and doing 

so by allocating and letting space to operators of coworking spaces, which in several cases have 

been successful. However, as the flexible office operators are claiming an increasingly larger share 

of the office market, as well as the size of offices are growing, the investors realise they are losing 

control over a business they could have run on their own. Therefore, an increasing number of 

landlords are considering strategies to incorporate the concept of flexible offices into their portfolio 

according to a study conducted in New York (Green, 2014). To enter the flexible offices and 

coworking market there are a number of pathways that can be chosen in order to offer coworking.  

 

The first, and most widespread model is to rent out space to a coworking or flexible offices 

operator. This model has become popular among landlords who have had difficulties renting out 

certain areas in their offices that have been hard to lease. This is also attractive for landlords as the 

coworking operator takes all the credit risk involved with the small enterprises. The operator does 

not own the property but is only a management company, similar to for example Hilton in the hotel 

industry (Baum, 2017). A reason for why to choose this strategy is because the operator companies 
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are considered to possess the expertise required for running a successful space. Conventional real 

estate companies are beginning to be facing a dilemma as they understand the benefits of flexible 

offices and the potential increase in profits that the accommodation of coworking allows for. At 

the same time, they are gradually perceiving the operators as direct competition. Therefore, 

commercial real estate companies have begun to reassess their strategy in order to tackle and adapt 

to the alterations in the market (Green, 2014). There are however only a few companies that enter 

the market directly, thanks to its low profit margins and specialist skills requirements.  

 

For landlords wishing to remove the intermediary, i.e. the operator, and instead provide and operate 

coworking and other flexible office solutions on their own, three approaches are available, namely 

partnering with a provider, purchasing an operator, or setting up your own flexible workplace 

operation. Cushman & Wakefield (2018a) have observed a change in the behaviour of investors 

and real estate companies that recently have become less suspicious of the flexible workplaces 

industry as they understand the sector better and better. There are both examples of direct 

investments into the industry, but also joint ventures and own-developed concepts, all depending 

on the level the companies want to expose themselves to the industry.  

 

The first approach is partnering with a flexible office provider, in which a landlord does not enter 

the market directly but shares the business operations with a specialist company. By doing so the 

landlord can complement the profile of a specific building which could be profitable for both the 

operator and the landlord (Green, 2014). An example in the Stockholm market is AMF who have 

teamed up with Epicenter and created a prosperous office space for both the investor and the 

operator. A way for both the landlord and operator to benefit from each other is through a revenue 

share with a base rent and an additional turnover share which allows to the two parties to share 

risks and returns based on the performance of the business (CBRE, 2017b). The second approach 

is to purchase an existing operator which can be seen as an indicator of the interest in the industry. 

For example, the multinational private equity company, Blackstone purchased a majority stake in 

The Office Group (TOG) in 2017. Another example is the Brookfield and Onex offer on 

International Workplace Group (IWG), late 2017 (Financial Times, 2017). The third approach is 

to create an in-house flexible office operation. The most obvious solution in doing so involves 

assemble a management organisation in order to run the operation profitably since running a 

flexible office is a marginal business that requires micromanaging and specific skills. This 

approach is the least developed but has been observed in for example the London market where 

British Land, one of the largest real estate owners have developed their own flexible office 

company, Storey. There are also several examples in Finland where commercial real estate 

companies have created their own flexible workplace solutions.  

 

In a survey conducted by Cushman & Wakefield (2018a), several coworking operators answered 

they regarded the skills to manage a coworking space to lie outside the capabilities of a traditional 

landlord/investor or real estate company. For partnering, the landlords will increase the competition 

and position among established operators. Several operators have also expressed a fear that the 
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landlords are in a better position to expand in the market as they already own property, can benefit 

from their scale, financial strength and flexibility to expose themselves to risks (JLL, 2016). This 

is also regarded one of the major risks for the growth of operators in the future, along with the risk 

of increased competition from other operators and risks of weaker economy overall. According to 

Green (2014) it is for any landlord, less risky to partner with an operator since the real estate 

company does not directly possess the expertise required to enter the sector.  

 

Real estate companies that are not interested in directly entering the flexible workspace industry 

are in several cases looking at the opportunity for how they can be more compliant to their 

occupiers in various ways. This can be done through simpler lease agreements and new technology 

to attract and retain tenants. Therefore, there is also an intermediate solution, where property 

owners and developers come up with their own solutions on how to accommodate flexibility in 

different arrangements. These are not considered to be coworking nor flexible offices, but rather 

an intermediate solution for real estate companies to provide solutions of flexibility in their 

properties. This can be achieved in numerous ways, such as offering an extended service concept 

with conference rooms, food and beverage amenities. This is often offered at street level in the 

office buildings. Such concepts are often part of a value creation offering which not necessarily are 

very income-intensive but is rather a way to add value to a location. In some cases, these locations 

are sometimes called third places (Kojo and Nenonen, 2016) but there are however many different 

solutions for how property owners can offer flexibility which is also why the term third places is 

not an exhaustive definition. Another example of how real estate companies can offer flexibility is 

through the concept of step-out space, described by Green (2014), where a landlord offers small 

floor plates to their tenants as way for growing companies in need for additional space which is 

another diffuse and yet not a coworking solution.  

 

Another development that has been observed on the other side of the spectrum is the case when 

operators aspires to control the assets where they locate their offices. Baum (2017) argues that 

operators such as WeWork will aim to decrease their operational risk by acquiring more and more 

of the properties they operate in, making them a REIT and hence a specialised flexible office space 

real estate company. Traditional property companies are moving in the opposite direction, 

according to a Harvard study performed by Segel et al., (2016). In their case study executed on a 

property development company in New York who assessed whether a building should be leased to 

JPMorgan or WeWork. One of them with a stable cash flow and credit strength and the other a 

weaker cash flow but a strong appeal to future tenants.  

 

As to describe the possible choices that a real estate company is facing, a model has been 

constructed, see figure 4. The first managerial decision for a real estate company is to decide 

whether or not to offer flexible workspace solutions in the properties of their portfolio. If the 

property owner decides to provide flexibility, the second choice is to determine if this concept shall 

be an in-house operation or if is to be outsourced to an operator. The intermediate solution, where 

the property owner is providing an extended service concept to the tenants, is not considered 
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flexible workspace. It is however also a strategic choice available for landlords wanting to offer a 

higher degree of flexibility and service, which should be mentioned. If the real estate company or 

investor chooses to develop an in-house operation, the three pathways of acquiring an operator, 

partnering or setting up your own operations company are available.  

 

    
Figure 4. Different strategic choices for a real estate company to accommodate flexible workspaces. 

2.3 IFRS 16 

The International Accounting Standards Board (IASB) have developed a new leases standard, IFRS 

16, which will enter into force by January 1st, 2019, that aims to improve financial reporting for 

leases (IFRS, 2017). The thought behind the new standards is to better reflect the underlying 

economics in noted companies’ balance sheets. The new standard eliminates the classification of 

leases as either operating leases or finance leases. Instead all leases are treated in a similar way to 

finance leases. This will be achieved by recognizing all leases as assets and liabilities by tenants 

(EY, 2016; PwC, 2016). A lease will hence be seen as a debt for the tenant on its balance sheet and 

the rent paid will be seen as depreciation. According to the EU regulation 1606/2002, the new 

standards shall be applied by all listed companies within the European Union, and optional for all 

non-listed companies (Selting, 2018). It is defined that a lease is a contract, or part of a contract, 

that conveys the right to control the use of an identified asset for a period of time in exchange for 

consideration (EY, 2016; PwC, 2016). There are however some exceptions of assets and leases that 

do not have to be recognised as assets and liabilities on the balance sheet. Assets with low value – 

such as the lease of a computer – or leases with short leasing term of 12 months or less do not have 

to be recognised on the balance sheet (IFRS, 2017; PwC, 2016).  
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An effect that has been discussed is whether tenants will demand short-term leases to a greater 

extent in order to avoid leases being brought up as debts. Some actors on the market believe that 

this will cause an increased demand for flexible workspace as there will not be a requirement to 

capitalise the rental liability on the tenant’s balance sheet. The definition of a lease described above 

states that a lease allows the tenant to control the use of an identified asset, which means that the 

customer will have direct use of the space. A flexible workspace operator will typically hold the 

property interest and provide the customer with space and service. It is thus unlikely that this will 

considered as a lease for the tenant under IFRS 16 since the operator can substitute the area demised 

to the tenant within the flexible workspace. Another possible outcome might be divided leases 

where lease and operation costs are being separated to only put costs for the lease of space on the 

balance sheet, and not costs for service (Deloitte, 2016; PwC, 2016; Selting 2018). It may on the 

other hand be hard to define what services are separated from the space, as the service would not 

have been demanded if the space would not be leased.  

 

The effects of the new standards for occupiers with traditional leases with a holding-period longer 

than 12 months will hence be a larger debt on their balance sheet, and operating costs are replaced 

by depreciation and interest expense (EY, 2018). An increased demand for both short-term leases 

and for flexible workspace are thus possible outcomes as such leases are excluded from the new 

accounting standards. As the accounting of the tenants is affected, landlords may be affected 

indirectly due to strategic choices that tenants make to avoid leases recognised as debt. They may 

hence also need to consider how to meet the new demand the potential impact that shorter lease 

terms and an increased amount of variable rent would have on their own business as more frequent 

lease negotiations are held if the amount of short-term leases increase (Selting, 2018; EY, 2016). 
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3 Theoretical framework 

3.1 Business models and business strategies 

As the world in general and the real estate market in particular is in constant movement and 

development, real estate companies have to keep up with changes in order to stay competitive. This 

requires firms to be in constant movement and to reconsider their business models and modify them 

if necessary to adapt to changing conditions (Fjeldstad and Snow, 2018). Appel-Meulenbroek 

(2008) concludes that in order to be competitive within the field, delivery of good service and 

imperativeness is required by the actors. Customers’ needs have to be recognised and the 

companies hence have to align their business models with the environment to meet the mentioned 

needs. It is therefore vital for real estate companies to develop a deep understanding of user needs 

in order to design a successful business model (Teece, 2010). 

 

The intention with a business model is to describe the design of the value creation delivery and to 

capture mechanisms of it. As a business model and business strategy is developed, it is important 

to reflect the firm’s vision in order to achieve the initial goals. When creating and increasing the 

economic value, there are two basic approaches: revenue growth and productivity (Lindholm et al., 

2006). The essence of a business model is in defining the manner by which the company delivers 

value to customers, entices customers to pay for value, and converts those payments into profit 

(Fjeldstad and Snow, 2018; Teece, 2010). A business model may also be described as a reflection 

of management’s hypothesis about what customers demand and how the enterprise should organise 

to meet those demands and expectations and make a profit of it. 

 

To succeed in their field, every enterprise needs to have a competitive advantage, something that 

makes them better than the general actor within their field. The advantage of the company is often 

expressed in their business model, which means that to be competitive and avoid copy cats, the 

business model has to be not only unique, but also hard to replicate. To prevent competing actors 

from replicating a business model, Teece (2010) found three factors that can make the model in-

imitable. The first tool is to have a business model that requires systems, processes and assets that 

are hard to replicate. Additionally, there may be uncertain imitability that makes it strenuous for 

outsiders to comprehend in sufficient detail how a business model is implemented (Lippman and 

Rumelt, 1982; Teece, 2010). Finally, incumbent competitors may be unwilling to replicate if the 

model demands them to cannibalise on their own existing business or upsetting important business 

relationships. 

 

Inventing new business models will not per se create competitive advantages, but it definitely 

increases the opportunities. Refinements of existing business models or brand-new ones often 

result in lower cost or increased value to the consumer, which can provide an opportunity to 

generate higher returns. An important aspect to keep in mind is that redesigning an organisation 
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involves not only thinking about the same things in a different way, but also thinking about issues 

that have never been considered before (Teece, 2018; Valenziano and Kious, 2005). Before 

changing an existing business model, it is of importance to be aware of what major changes could 

be performed and why current strategies are standardised within the organisation (Teece, 2010).  

3.1.1 Learning with or by the market  

When developing a business, it is useful to have a strategy for how to meet the market and its 

challenges. A thought to bear in mind regarding markets is that they never are – they become. The 

assumption that the market is given and that a firm should learn about the market to identify 

opportunities is something that should be questioned. All markets are undergoing constant 

development and as an actor it is of great importance to be up to date with the current market 

situation. An important aspect of how to make good investments and great business is hence how 

the business model works with the market. The word with is a small, yet very important, word in 

this context. The reason why it matters is that instead of learning about the market in order to 

understand it and work with it, it is a better strategy to learn with the market. By doing so, actors 

have the possibility to influence the development of the market and hence increase the interaction 

with it (Storbacka and Nenonen, 2015; Narver et al., 2004). 

 

The implication of learning with the market means that rather than learning in an adaptive way, a 

transformative approach is being used instead. The term higher-level learning means learning 

beyond adaptation and beyond the existing learning boundary. It is argued that this strategy requires 

questioning of market assumptions and of the organisation’s assumptions about internal and 

external environment (Storbacka and Nenonen, 2015; Engeström, 1987). An important act when 

learning with the market is hence to question market assumptions and challenge the existing rules 

and truths. When looking upon the higher-level learning from a longitudinal perspective, it is clear 

that firms that want to shape existing markets or create new ones will need to engage other actors 

in the market networks. Networks of learning, or network-learning, implies that organisations 

should learn as networks instead of within networks. In other words, groups of organisations 

coming together to learn as a group. 

3.1.2 Market-learning cycle  

The process of learning with the market may to some extent be seen as a cycle, the market-learning 

cycle, provided by Storbacka and Nenonen (2015). The cycle is divided into three phases – 

origination, mobilisation and stabilisation, as seen in figure 5. By understanding the cycle, an actor 

is able to influence it and hence engage a market network in higher levels of learning. As in more 

or less all kinds of cycles, there has to be a triggering factor to make change occur and this is 

required in the market-learning cycle as well. Researchers agree that higher-level learning requires 

a trigger such as a breakdown that forces actors to question current rules and practices (Toiviainen, 

2007; Cope, 2003).  
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When the higher-level market learning has been triggered, it is initially sustained by the advent of 

a dilemma or crisis, or by a contradiction between existing practice and expected outcome. The 

result is that actors must work collectively towards rectifying the situation.  

 

  

Figure 5. The market-learning cycle. Source: Storbacka and Nenonen, 2015.  

 

As seen in the picture, the origination phase consists of analysing and modelling. The analysing is 

when the actors are forced to being critical and questioning the accepted practices of the current 

situation and asking questions. By doing so, they will gain a greater understanding of the systematic 

nature of the market. This allows the actors to rethink the current behaviour and modelling a new 

way to approach and solve the identified problem (Storbacka and Nenonen, 2015; Engeström and 

Sannino, 2010). The intention of this phase is to examine new possibilities and solutions to a 

specific situation, and to identify possible obstacles. 

 

The second phase of the cycle, mobilisation, consists of testing and applying. In greater detail, it 

allows the focal actors to involve more actors in order to test and apply the new ideas in a larger 

network. First, the new model or ideas must be tested on a rather small group to examine and 

understand how it works in practice. This is the stage where adjustments and applications of the 

original model are being made. By testing, the new model can be adjusted and further on, the model 

can be applied on a larger set of actors. With a deep understanding of how the current market rules, 

an actor is able to examine new paths that will lead to an even greater process, market and 

environment for new ideas. What makes this phase in the cycle important is that it allows 

identification of change blockages. If a problem is not yet identified, it is not possible to solve it 

and move forward. It is hence a crucial step to identify what the actual problem – change blockage 

– is in order to remove it and continue developing and evolving the market (Engeström, 2001; 

Storbacka and Nenonen, 2015; Toiviainen, 2007). 
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Finally, there is a stabilisation phase which ties the cycle together with reflection and consolidation. 

The reflection aims for actors to reflect upon contradictions emerging from market networks or 

connected sets of activities. By articulating these contradictions, the creation of bridging strategies 

is possible, which realign connected activity sets (Engeström, 2001). The new market definition 

and the related new practices become a dominant logic of the market network and is summed up 

as consolidation. Ultimately, it requires all actors involved to accept those changes (Humphreys, 

2010; Storbacka and Nenonen, 2015). Market innovation is thus not a linear process, but a 

longitudinal process of reciprocal activities among market actors. The market-learning cycle 

conceptualises market learning in a simplified form but provides understanding for the process.  

3.1.3 Market orientation  

To succeed with a new product, a business must have a strategy on how to pick up what the 

customers need. There are two different approaches for how to develop solutions to meet the needs 

of the customers. The first is called responsive market orientation, also referred to as customer-led, 

which means that a business attempts to discover solutions to satisfy customers’ expressed needs  

(Narver et al., 2004). The expressed needs are defined as needs of which the customer is aware of 

and hence is able to express (Day, 1999). The opposite approach is to identify the latent needs of 

the customers, needs that they are unaware of. Even though they are not in the consciousness of 

the customer, they are not less real than expressed ones. 

 

When starting a business, it is always essential to first consider the customers’ expressed needs, 

since that is what customers are conscious of. However, a key to be successful when developing a 

new product is to be one step ahead of the customers and to visualise the needs of the customers 

which they are unaware of. To only satisfy the expressed customer needs may be insufficient in 

order to attract and retain customers. Expressed needs are – as they are named – expressed to the 

whole market and hence also available for all competitors on the market (Day 1999; Narver et al., 

2004). An effect of this is that all competitors offer similar products and an aggressive price 

competition begins in order to create superior value for the specific customers. 

 

To avoid such situation, a business must look beyond the expressed needs and see the latent needs 

of customers instead. In order to achieve this, the developer has to carefully observe customer 

behaviours to enable inferences of customer problems and possible solutions. By doing so, it is 

possible to continuously exceed the expectations of its target customers and hence see the latent 

needs (Rust and Oliver, 2000). This proactive market orientation is a way of leading the customers, 

to show them what they need without knowing it themselves. This approach of market orientation 

leads to a deeper insight into customer needs and to the development of innovative products and 

services (Narver et al., 2004; Berthon et al., 1999). When it comes the level of innovation, it is 

expected that the relationship between proactive market orientation – lead the customer – and 

innovation orientation will be greater than that between responsive market orientation – customer 

led – and innovation orientation (Baker and Sinkula, 2007). 
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For a business to maximize its economic value, it needs to lead the customer and identify the latent 

needs of the customers, rather than making products and sell them. Over the past decade, many 

businesses have invested efforts to become more market oriented. Narver et al. (2004) concludes 

that market orientated behaviours in general and responsive such in particular, can and will be 

imitated successfully. Benefits which were once unique for a certain enterprise will then become 

parity benefits over time as actors get inspired by each other. The key for a business to continuously 

have a comparative advantage is hence to focus on the proactive market orientation and to 

constantly improve its skill in learning the specifics of its target customers expressed and latent 

needs.  

3.1.4 Decision-making process 

When allocating assets, there are a number of strategic aspects to consider no matter if you are a 

manager of a large fund or if you are a private investor. To get a greater understanding of Australian 

fund managers’ decision-making process when allocating property assets, Reddy et al. (2014) 

investigated their different strategies to develop a framework for the process. From the study, it is 

concluded that the property asset allocation is a sequential and continuous process involving 

constant interaction between both external and internal decision-makers.  

 

This framework developed describes the process from deciding what to invest in, to the evaluation 

after decisions have been made. From the study, Reddy et al. (2014) have found several key stages 

that are included in the framework: 

- Setting strategy – long-term asset allocation policy, asset weights and permissible 

investment range. 

- Sector allocation strategy – property asset class weighting; decide whether it is viable to 

pursue investments, and in which sectors, markets and geographical locations.  

- Long-term sub-sector allocation strategy – property portfolio construction 

- Approval – investment committee and board make the final decision. 

- Implementation – decide to invest, sell, develop, lease etcetera. 

- Monitoring and review – monitoring of the asset’s performance. 

 

The step where an investor is setting a strategy of asset allocation is the phase when capital market 

research is being performed through analysis of market data, quantitative analysis and qualitative 

overlay. Responsible decision-makers are persons involved in the strategic team, who develop a 

long-term policy for investment where weights of assets are evaluated (Reddy et al., 2014). The 

following two steps are in the hands of the property team, which make decisions about what type 

of property to invest in, both on a private vs. public level, but also on a sub-sector level. Firstly, 

property asset classes are being weighted and evaluated in order to find the most profitable 

combination of assets. Secondly, a long-term sub-sector allocation is developed. According to 

Reddy et al. (2014) the fund’s property asset class investment decision depends on which option is 

cheaper, the outlook of the sector and whether the fund wants to buy and manage the investment 

directly or through external managers.  
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The initial steps in the decision-making process described above can also be applied on commercial 

real estate owners’ decision-making process from the very beginning of their business model, to 

the final operation of their business. The figure below is inspired by the model presented by Reddy 

et al. (2014) and adapted to investment in commercial real estate and managerial decisions that 

comes with the ownership. 

 

  
Figure 6. A description of the decision-making process for commercial real estate owners. 

 

When developing a business model and business strategy, the vision of the company is formed, 

and it gives direction to all the functional areas within the company (Lindholm et al., 2006). The 

first decision a company will make is what kind of assets the portfolio should consist of and how 

the different assets should be weighed against each other. Real estate, stocks and bonds all have 

different risk and return and depending on the approach of the company the weights will be 

different depending on the focus of their business (Reddy et al., 2014). An owner of real estate 

then has to decide whether to invest in private or public real estate, or how the two different asset 

classes shall be weighed against each other in the portfolio. Further on the investor has to decide 

what sub-type of real estate they will supply to the market. The decisions then concern where the 

objects shall be located and what type of property it should be. The steps mentioned above are all 

within the same line as the decisions that the Australian fund managers were making, according to 

Reddy et al. (2014) and the following steps described in the figure above are more inspired by ideas 

of how to meet the demands in the market in order to be competitive.  

 

A sequent step is then for a real estate to decide what to concentrate on and manage in-house, and 

what services to outsource. This decision in the model above shall reflect what the business strategy 

states; where the focus shall lie and what the company’s core business is. The approach of the real 

estate company has its roots in the business model which is a tool to be as profitable as possible. It 

is hence important that the real estate strategy follow and support the overall business strategy 
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(Lindholm et al., 2006). Different companies have different perceptions of how to be profitable 

which is clearly reflected both in their business strategies and models. For outsourcing, there are 

different approaches on what to handle in-house and what to outsource and it is an important 

decision that has to be made by the decision-makers (Palm, 2013; Matsham and Heywood, 2012). 

As Narver (2004) wrote, an investor must be market orientated in order to be competitive. By 

analysing what the market demands, the supply can then be designed to meet those demands. It 

may involve what type of service is demanded by tenants, what the overall area where the property 

is located is in need of or what the market as a whole is developing towards. This analysing step 

leads the real estate owner to supply a product to the market which both fit into their business 

model and that responds to what the customers demand. 

3.1.5 Strategic pathways of practical management tasks  

Regarding corporate real estate management, there are two strategic pathways related to the 

strategic planning on how to structure the real estate management organisation. Both pathways 

involve the question whether to outsource or to keep the management service in-house (Blomé, 

2010; Ling and Archer, 2010). The first pathway is if the company should outsource its frontline 

personnel – the personnel who have day-to-day contact and interaction with customers – or if it 

should be kept in-house. There are two different aspects for why choosing one way or another. The 

companies who have their front-line personnel in-house do it in belief of being close to the 

customers and to provide the best service by having control over the process. Companies who do 

the opposite also have the customer satisfaction in focus, but with the view that they provide a 

better service to them by being flexible with outsourced personnel (Palm, 2013). The common 

denominator for both strategies is hence the focus on taking good care of their customers, but the 

strategies of how to get there are completely the opposite. 

 

The second pathway concerns leasing and how it should be managed within the company, either 

as a manager task among other tasks or as a centralised function. Actors who let the managers do 

it, argue that the real estate manager is the one responsible for the customers. It is thus seen as the 

real estate manager is the natural choice for being responsible for the leasing task. On the other 

side of the question, there are companies where the leasing task is a centralised function and seen 

as impossible for individual real estate managers to handle the task. Instead, there are employees 

who have leasing as their only task, in order to provide a satisfactory service for their customers. 

As in the first pathway mentioned, the different approaches have the same goal and argument for 

why they do it their way. In a study made by Palm (2013), top-level managers were asked about 

these questions and what could be concluded was that even though their approaches were 

diametrically different, the companies were all successful.  
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3.2 Outsourcing 

In 1928 Henry Ford founded Fordlândia, a community in the Amazon forests which was erected in 

order to secure the resources required for the car manufacturing. Ford had difficulties to obtain the 

large amounts of rubber that was required for tires to his cars which caused him to create an 

extensive plantation alongside his iron ore mines, steel mills and railway system. The reason for 

the Ford Company to conduct everything in-house was because this was the best way to ensure 

your corporation had access to all necessary supplies in its manufacturing. Today, this way of 

thinking seems very much out of date for many companies (Farncombe and Waller, 2005). Instead 

of keeping all business functions in-house, various service providers are being used to manage 

certain tasks outside of the firm. This is called outsourcing and is a vital part for many businesses 

today, although it traditionally was associated with manufacturing (Holocomb and Hitt, 2007). 

 

As there are several different choices to be made in the decision-making process for a real estate 

company, how to manage the facility and property management is one of the more specified 

evaluations having to be made. A strategic decision for many companies in virtually all industries 

that are considering the use of outsourcing is to determine which functions to transfer to a service 

provider, and which business functions to manage in-house. This is also true for the real estate 

industry where outsourcing has become more and more common to this date. There is however no 

universal way for how to manage these functions and which tasks that are preferable to outsource, 

hence several different approaches are being used in the market (Katzler, 2017). In order to 

determine which business functions to keep in-house, the management must determine what core 

competencies the company shall focus their time and resources on to achieve pre-eminence and 

unique value to their customers (Gibler and Black, 2004). Functions that are not considered core 

competencies can be obtained outside of the firm, i.e. in the market. The decisions regarding real 

estate management have to be linked to the strategic decision-making level of the organisation 

(Lindholm et al., 2006). 

 

The term core competency is described as something that a company is very good at which gives 

them a competitive edge rather than something they do relatively well (Quinn, 1999). The 

identification of the core competencies is therefore based on a strategy that aims to make the most 

effective use of the core capabilities which imply that the firm delimits their strategic scope to those 

activities that they estimate they have a competitive advantage, while outsourcing peripheral 

services (Gibler and Black, 2004). By obtaining certain functions from the market, the firm has the 

potential to minimize unnecessary costs, according to the theory of market competition and the 

potential of the technological advantage the contractors have due to the fact that the service they 

provide is their core business (Quinn, 1999). The strategic decision making in outsourcing can also 

be discussed on the basis of transaction cost theory where outsourcing a task can be more efficiently 

organised when carried out by larger units. A task shall however only be obtained from the market 

if the cost of doing so is lower than if the company would have done it themselves (Hätönen and 

Eriksson, 2009). 
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3.2.1 The pros and cons of outsourcing 

The first and most obvious benefits that is obtained from outsourcing is the fact that the company 

has the ability to focus on their core business (Palm, 2015; Quinn 1999). Subsequently, the 

company can spend their time and resources on the most value-bringing functions in their business. 

In a long-term perspective, the ability to free-up resources that can be focused on core business 

purposes and being able to share risks with an external provider, along with the accelerated business 

process that a specialist possesses are said to be the biggest benefits of outsourcing (Matsham and 

Heywood, 2012). The outsourcing of redundant tasks also allows for increased operational 

flexibility (Bartelink et al., 2015; Kotabe et al., 2012). Additionally, there is a lowering in the cost 

of operations and employees (Damodaran et al., 1997). The cost-effectiveness of outsourcing, in 

combination with the access to cutting edge-technology that the service provider possesses, calls 

for a reduction in human resources which also creates a leaner organisation (Matsham and 

Heywood, 2012). 

 

Since the implementation of outsourcing often means that the organisational structure of a firm will 

be re-engineered due to the liberation of resources, this often causes the management of the 

company to rethink the business model and the value-creating process within the firm (Tas and 

Sunder, 2004). Furthermore, the use of expertise outside of the firm and the reduction in fixed costs 

implies that the company can reduce their financial and operational risks (Matsham and Heywood, 

2012). 

 

Among the greatest potential downsides that outsourcing creates are the loss in management 

control. Losing contact with customers, and in the case of real estate, tenants – could have serious 

consequences. The outsourcing often means that the relationship to the customer is lost to some 

degree which in turn imply an absence of data about the specific customer (Palm, 2015). Another 

problem is the lacking ability to control the quality of the services provided. For example, customer 

satisfaction measures are lost which shall be considered a vital part for success. Also, there is a risk 

for opportunistic behaviour, meaning the subcontractor underestimates the needs of the client. By 

outsourcing managerial functions, the lost control for tenant satisfaction will increase the vacancy 

risk (Williamson, 1985). Additionally, it is not unusual that there are several hidden costs arising 

when using outsourcing (Matsham and Heywood, 2012).  

3.2.2 Outsourcing in the real estate industry 

Outsourcing in the real estate sector is different to outsourcing in manufacturing in the sense that 

outsourcing certain parts of production is more of a game changer for industrial firms than 

outsourcing of a task that a real estate company manages (Damodaran et al., 1997). Outsourcing in 

the real estate sector has two prominent distinctions, namely the two phalanges of technical and 

managerial outsourcing.  
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Technical services include different kinds of maintenance and cleaning, which seldom are 

considered core competencies (Palm, 2015). Managerial outsourcing on the other hand is more 

complex in terms of qualifications and includes tenant relations, bookkeeping, leasing, customer 

contacts etcetera. What tasks that are considered to be of managerial services differs between 

companies. The managerial outsourcing could however be considered to infringe more on the core 

competencies on real estate companies since it involves more customer orientation which makes it 

more difficult to determine if they should be outsourced or not (Palm, 2013). Since real estate is an 

illiquid asset class due to its uniqueness, previous studies have indicated that the real estate industry 

is quite slow at adapting to new strategies in management, such as outsourcing (Gibler and Black, 

2004; Farncombe and Waller, 2005).  

 

Considering the fact that managerial services include more customer relations and the ambition for 

occupier satisfaction, a tenant-oriented approach is necessary in property management. Although 

several real estate companies work hard to attract new tenants, an increase in the mission to retain 

their current tenants has the potential to increase profits up to 40% for offices, which is mostly 

explained by the reduced vacancies between occupiers, acquisition costs and the decrease in 

operation costs because tenants are familiar with services and procedures (Appel-Meulenbroek, 

2008).  

 

The main reasons for considering outsourcing are the ability for the company to free-up resources 

for other core business purposes, being able to share risks with the external provider and the 

accelerated business process that a specialist possesses. There were five progressive factors that 

contributed the most to outsourcing of corporate real estate management; cost savings, access to 

skills, technology and best practice, organisational restructuring, business process re-engineering, 

and legislation according to Matsham and Heywood (2012). The challenges, and common 

problems induced by outsourcing are however plentiful. Among them, the external service 

providers’ lack of ability to understand the organisation’s needs or culture, the lack of control and 

poor communication and vicarious liability. One of the biggest challenges is however the ability to 

measure performance (Kenley et al., 2000). The greatest challenges identified by Matsham and 

Heywood (2012), were the communication issues, conflict of interest, achieving a strategic 

partnership, lack of ownership and the loss in quality of services. It has however been concluded 

that outsourcing is still considered favourably by organisations even though they face several 

challenges, where communication and performance were of the greatest importance. Therefore, 

rather than to not outsource anything, companies instead implemented strategies for how to address 

these challenges, including performance measurements techniques.  

 

Katzler (2017) concluded that the benefits from outsourcing real estate management functions at 

property level includes the access to specialised competence and technology and the potential to 

increase income through rents and to decrease various costs. In addition, productivity can be 

increased through market competition. Due to the fact that property management companies can 
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draw benefits from scaling, they are more probable to manage individual units more efficiently 

than property companies.  

 

The results from a study conducted in the Swedish corporate real estate market concluded that 

outsourcing for companies with real estate ownership being their core business had a limited power 

to increase the net income and profitability of the firm (Katzler, 2017). Technical outsourcing had 

a slightly positive yet unclear effect on total income while full outsourcing had a positive effect on 

net income only in the best locations, i.e. Stockholm CBD and the central parts of Stockholm. This 

could be explained by the fact that there is greater competition in the most central parts which 

reduces costs and increases quality on services. Theoretically, outsourcing technical management 

should imply cost-cutting because of the access to the newest technologies, however, Katzler 

(2017) concluded that it was rather an opposite relationship for most parts of the study. This could 

be explained by the fact that large institutional investors already have access to superior 

competence in-house. There was also a potentially negative relationship between outsourcing of 

managerial and technical management, which could imply that outsourcing managerial 

management functions has a negative impact on profitability. The reason for this could be 

explained on the basis that managerial actions include more customer relations which should be 

considered core business functions for real estate companies, especially for those with a long-term 

investment horizon (Katzler, 2017).  

 

When real estate companies consider outsourcing, they look for service companies that can deliver 

cost effective quality real estate services and a successful relationship between them and the service 

provider. There is, for the contractor a hazard in understanding the corporate culture which could 

mean that the services are inconsistent and not in line with the firm’s policies. A service provider 

may believe their solution to a problem is superior to their client’s, giving them the right to do what 

they think is best, despite what the corporate staff may require. Thus, a real estate company must 

be cautious in determining the right level of outsourcing of their services. Determining the optimum 

level of outsourcing requires a profound understanding on the corporate strategy and planning. 

Complete outsourcing of all services will probably only reduce the overall efficiency and 

productivity that the firm hoped to achieve through the outsourcing (Gibler and Black, 2004). 

 

Outsourcing of services in corporate real estate has become increasingly common thanks to cost 

control, access to technology, skills and the possible advantage of market competition (Matsham 

and Heywood, 2012).  
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4 Methods 

This section presents what methods that were used to answer the research questions, and why the 

specific methods were applied rather than alternative ones. The methods used are a case study, a 

literature review and interviews. The mix of these different methods gives a deeper insight to how 

corporate real estate companies think about the relationship between operating coworking space 

and profitability. Each method is presented and further on described how it was used as a tool to 

gain knowledge.  

4.1 Qualitative methods  

The fact that this study will explore commercial real estate owners’ perspectives on flexible 

workspace led to the conclusion that a suitable method for this purpose should include several 

interviews with a depth and allowance for the interviewees to speak freely. The existing literature 

examining flexible workspace solutions is useful when looking back at previous concerns and the 

development of the industry for such concepts. Due to this conclusion, relating to a positivistic 

theoretical tradition, this study was based on the approach of case studies and supported 

by interviews and a literature review in order to triangulate the data. By adding interviews to the 

study, opinions and information from the Stockholm market was retrieved and the answers would 

reflect the how actors on a less mature market perceive the situation of flexible workspace 

and coworking. Using multiple methods as in this research is known as triangulation (Saunders, 

2009). By using different techniques to collect data within one study, you ensure that the data is 

telling you what you think it is telling us through the triangulation of data from several sources. 

This approach was chosen in order to provide information of how a commercial real estate company 

perceives the phenomenon of flexible workspaces. By performing both a case study and interviews, 

and not only ordinary interviews, the ability to retrieve different insights, aspects and opinions 

about the subject of matters was given.  

4.1.1 Case study  

A case study is a method where the strategy is to involve an empirical investigation of a particular 

contemporary phenomenon within its real-life context using multiple sources of evidence. This 

method is of particular interest when a researcher aims to gain a deeper comprehension of the 

context of the research and the process being enacted (Saunders, 2009). What differentiates the 

case study from a historic overview is that it adds two sources of evidence which usually are not 

available as a part of history (Yin, 2014). The two additional aspects are interviews with people 

involved in the events and direct observations of the events being studied, which helps painting a 

broader picture of the current situation. Furthermore, a case study may include documentary 

analysis and questionnaires. Case studies are often applied in exploratory or explanatory research, 

which makes it an appropriate method for this particular research. Since the focus is to get a deeper 
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understanding of commercial real estate owners’ perspectives on flexible workspace, this method 

suits the research very well as it allows us to focus on a case and retain a holistic and real-world 

perspective. The strength of this research method is that it has a potential to illuminate a case – a 

specific situation – in a great depth and detail and to place it in a real content (Yin, 2014; Saunders, 

2009).  

 

The case study of this research focuses on how different employees in the organisation of a 

commercial real estate company look upon the profitability of operating a business for flexible 

workspace, and what the developing process of their own concept looked like. In order to get 

different perspectives, employees with different roles in the same firm were interviewed. The case 

that has been studied is the development of the flexible workspace concept Storey, created by 

British Land in London. 

 

By first researching British Land and Storey, knowledge was gained about their philosophy and 

strategy to be profitable and handle both the current and future market. Subsequently, the very first 

interview was held with James Lowery, Strategy Executive and Co-Head of Storey, to retrieve 

insight in the development process of Storey and what factors affected British Land to make the 

decision for this new business. The second interview of the case study was scheduled at the very 

end of the information retrieving period of the study. The reason for this was to first get a perception 

of the Swedish property owners’ attitude towards the research issue before the interview with Joff 

Sharpe, Head of Operations at British Land, and Co-Head of Storey was held. This also enabled 

the possibility to investigate the differences in perception between the two markets and provided 

the study with an in-depth understanding for how the concepts are being considered both now, but 

also in the future. Having an interview in the end of the Stockholm case, there was an opportunity 

for Joff Sharpe to respond to the thoughts from the interviewees in Stockholm.  

4.1.2 Interviews  

Semi-structured interviews are suitable when the interviewer has predetermined open-

ended questions but wants the opportunity to have a conversation with the interviewee. Semi-

structured in-depth interviews allows the interviewer to delve deeply into social and personal 

matters, which is problematic when holding group interviews due to peer pressure and the nature 

of human behaviour in group (DiCicco-Blom et al., 2006). The interviews held were hence semi-

structured in order to retrieve as much information as possible from the interviewees by letting 

them talk freely in the conversation (Saunders et al., 2009). The questions and topics covered were 

determined beforehand to make sure that the most important questions would be answered, but still 

with flexibility to discuss similar issues. This form of interview with open-ended questions allows 

the interviewees to develop their answers (Ghauri and Grønhaug, 2005). 
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To avoid answers being not accurate remembered, one of us acted as secretary during the interview 

and took comprehensive notes. This strategy provides more accurate answers (Healey and 

Rawlinson, 1993), makes the interviewer more present at the interview, able to listen on what is 

being said and focus on the conversation, instead of focusing on writing down everything being 

said. The interviews were afterwards summarised, and the answers of the various questions were 

compiled. When different answers to the same question were compiled, a reflection of the 

perception of the specific issue was crystallised. What role or position the interviewee has in the 

situation was of course important to be aware of when analysing their answer. 

 

The aim of the interviews with actors on the Stockholm market was to gather information of 

how they perceive on the option of operating coworking or other solutions for flexible 

workspace in their properties and their attitude to workspace operators as tenants. To retrieve 

information that reflects the market, eleven interviewees at Stockholm active commercial real 

estate companies were contacted. The companies contacted were both commercial real estate 

companies that lease space to coworking operators and companies that do not, no matter if it is by 

choice or not. To get a wide range of thoughts, perceptions and experience, people with different 

positions within their respective companies were chosen to be interviewed. Interviewees 

representing the commercial real estate owners consist of four CEOs and several persons with the 

role Head of Development, Head of Transaction or Business Developer. To also get a perception 

of how developers perceive the market, represents from the property development companies 

Skanska and NCC were also interviewed. A complete list of interviewed companies is found in 

Appendix A. A number of experts in the field was interviewed as well to get an insight of what 

they think about probable development of the office market in Stockholm and how flexible 

workspaces will be perceived. 

 

When constructing the interview questions for this study, both closed and open-ended questions 

were included. The closed questions gave us the ability to interpret the answers and be able to make 

an analysis of the collected data. In some questions, the interviewees had the opportunity to add a 

comment if they chose a certain answer. The open-ended questions gave the interviewees the 

opportunity to speak freely and reflect more over the asked topic. All answers were analysed to get 

a greater understanding of why they answered like they did. Since both the researchers and the 

interviewees of this study are Swedish speaking, the interviews were held in Swedish with the 

intention to avoid misunderstandings due to language barriers, to let the interviewees express 

themselves as freely as possible in order to collect answers that reflects how they perceive the 

(market) situation.  
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5 Empirical findings 

The empirical findings consist of two parts, namely the case study conducted at the London based 

property company British Land and the qualitative interviews conducted with eleven major 

Stockholm based real estate companies. The case study was performed by interviewing executives 

from British Land and founders of Storey, together with a review of the annual report. This was 

done in order to map the success factors of the creation of the in-house flexible workspace 

operations company Storey. The interviews conducted at the Stockholm market was aimed at 

establishing a broad understanding for how the major office owning companies perceived the 

flexible workspace market and their aims to adapt and accommodate flexibility in various 

configurations. 

5.1 Part 1: The case study of British Land 

5.1.1 British Land 

British Land is a listed (REIT) commercial real estate company based in the UK. The portfolio is 

focused on properties in London and retail centres around the UK, each of which accounts for 49% 

of the total portfolio. As of 2018, British Land owned property valued at 160 billion SEK making 

them the second largest property owner in London, coming after Land Securities. In total British 

Land possess around 5% of all commercial property in London. The occupancy rates for their 

commercial property stock is quoted at 98% and in total British Land owns 2,3 billion square metres 

of real estate with an average lease spanning over 8 years. The offices account for around 650 000 

square metres of space. The London office portfolio is separated into three clusters, internally 

called campuses at three sites in Central London. These are located at Broadgate, Regent’s Place 

and Paddington Central. In addition, two more large cluster projects are under development, where 

the urban development of Canada Water in east London is the largest. In Canada Water an 

additional 280 000 square metres of office space will be added to the portfolio once finished. The 

basic principle of the campus approach is owning several properties in a cluster which makes it 

possible for British Land to develop both retail and offices in an urban development of their 

campuses which allows for value creation and a possibility to gain benefits from scaling.  

 

Even though British Land focuses on retail and offices, the campuses also consist of leisure and 

residential property in a mixed use to reflect the increased blurred lifestyle of people who to a 

greater extent demand a combination of work and leisure. The British Land business model has a 

focus on owning and developing property with a focus on long-term ownership and a key to their 

business is their focus on customer relations and providing a wide range of alternatives to their 

clients. The customer focus is also manifested by having all types of real estate management in-

house. To do so, a wholly-owned subsidiary facilities and property management company, called 

Broadgate Estates provides the daily operations in the assets of British Land, as well as property 
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owned by third party actors. Another subsidiary owned by British Land is Vicinitee which is a 

technology platform that develops property management tools. There are also several real estate 

functions that are outsourced, such as architectural design, construction etcetera. All features that 

are associated to customer relationship are however kept in-house as these are considered essential 

for becoming successful.  

5.1.2 Meeting a demand for flexibility 

Historically, British Land have adopted the flexible workspace industry through outsourcing and 

leasing space to several of the big operators such as WeWork, Central Working and Regus. Like 

several of the other big real estate companies in London, British Land realised they had to get 

acquainted to the increasing demand for flexibility, especially as leases in the UK typically are 

long. The first step to do so, according to Joff Sharpe was to rent space to the flexible workspace 

operators as to evaluate the risk and return of such tenants. In 2016 a revenue share partnering-deal 

was signed with Central Working as to assess the potential profitability further in one of their office 

properties with an inefficient area design because of a large atrium area. Mid-2017, after around 

six months of intensive planning, Joff Sharpe, the COO of British Land together with James 

Lowery and a team, launched British Land’s own flexible workspace brand, Storey. At first, there 

was little incentive to create an in-house brand as the occupancy rates were quoted at 98% and 

there was no compelling need to initiate an adaptation to flexible workplaces in-house since the 

company had the major flexible workspace operators as tenants in their properties already. Since 

the formation of Storey, James Lowery pointed out that British Land have been hesitant to leasing 

space to operators and they are unlikely to initiate any new leases or collaborations of that sort, 

although these are still occupiers in some of their properties. 

 

Joff Sharpe claims that most companies today have a degree of uncertainty, either in terms of rapid 

growth or a need to shrink in size, or some other alteration in the organisational structure due to 

new technology etcetera, according to British Land. From an office perspective, it is hence 

necessary for landlords to be able to offer solutions for how to accommodate this. As flexible 

workspace operators, such as WeWork have been listening to the needs of the customer, the real 

estate industry has been fundamentally changed and the historically long leases have become 

decreasingly sought after. Joff Sharpe expressed the opinion that the real estate industry has been 

complacent for a long time, and not willing to change and accustom to any new and emerging. But 

as the industry has evolved and companies like WeWork have become successful, there has been 

a shift to customer centricity which has resulted in a need for the real estate companies to adapt to 

this development.  

 

This is also the reason to the formation of Storey, as it became British Land’s way of addressing 

the need for the customer relationship necessary for staying competitive in the market. By owning 

and controlling the flexibility, and by being more service driven, British Land has made it possible 

to respond to the increased demand for flexibility and the structural change driven by technology 
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that is occurring in the industry right now. Moreover, James Lowery highlighted that British Land 

realised they could gain the benefits from having all property management functions in-house 

through Broadgate Estates and along with the central locations of their cluster. By combining these 

two, the step to creating their own flexible space solution was not that far away.  

 

The idea for British Land is to be able to provide a full range of possibilities for their clients, 

spanning from a headquarter for several thousand employees, down to customers requesting small 

offices. This is one of the main reasons for developing Storey, since British Land identified an 

increasing demand from smaller companies with a relatively quick growth that requested shorter 

leases and flexibility, but still private space.  

 

As of today, the incentive to offer flexible workspaces and shorter leases are not considered as 

rewarding in terms of value and it is still considered volatile, at least in appraisals according to both 

Joff Sharpe and James Lowery. With the current valuation system, long leases will yield the highest 

value of the property which means that providing flexibility and shorter leases will reduce the 

property value. Joff Sharpe claims that the real estate industry is moving rather reluctantly towards 

new methods for valuation. This is also very important as it is vital for landlords to listen to their 

customers.  

5.1.3 In-house brand offer: Storey 

At present, Storey is represented in five locations across the British Land campuses in London. Joff 

Sharpe stated that the reason for British Land to put the flexible workplace operations in a separate 

brand was to provide a distinct offer to their customers, as it was concluded that this would be the 

most value creating thing to do rather than providing more flexibility without a brand. Being a real 

estate company British Land however also needed to create a concept that apart from being 

profitable, also had to be adding value to their buildings. The formation of Storey was therefore 

strictly based on the potential profitability and value adding it could generate according to James 

Lowery. As of today, leasing space through Storey is more profitable than a regular office lease in 

the sense that it generates more income, but not in terms that it drives higher values of their 

buildings. Both James Lowery and Joff Sharpe estimate that it at present breaks even in terms of 

the overall profitability. Supplying Storey in their properties is however expected to become more 

profitable in the future, once property valuations have adjusted to flexibility, which they currently 

already have started to do, according to Joff Sharpe. 

 

In order for British Land to calculate how much a tenant must pay in a Storey contract, an 

estimation on how much rent the building would generate on a normal lease is made, i.e. the 

expected revenue value. On top of that the property tax and all the operational costs are added and 

finally a premium in terms of Storey profit is added that must be big enough to make sure not only 

enough profit is earned but also enhancing the building. By providing all auxiliary services, making 

it possible for companies renting space from British Land to only have to pay one company instead 
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of all services separate, since they keep many of these functions in-house, British Land have been 

able require compensation for that increased service.  

 

British Land has designed the Storey concept to target companies with teams in the span of 20-70 

people, which is larger than the regular coworking operator. Joff Sharpe has found that companies 

that have reached a certain mass would like to create their own identity, both in the workplace but 

also in branding and to form a corporate culture. This is not possible to the same extent if the 

company decides to sit in a coworking space since being in a shared environment makes it more 

difficult to distinguish your company from others. At this size, when being around 20-30 people, 

there is a need for private meeting rooms, but probably not a board room that the company might 

use once a month. The business model for Storey is hence to offer customisable, fully furnished 

private office space with shared amenities such as meeting or board rooms, shared break out space 

such as kitchen, lounge areas, bicycle storages, showers, reception service, a community manager 

along with other types of facility management services supplied by Broadgate Estates. As typical 

coworking places usually have a ratio of 60:40 shared space to private space, Storey have shifted 

this to an 80:20 ratio, while still keeping the community-feeling among the tenants.  

 

The average size of a Storey occupier is 50 people, while they also have Storey customers with 150 

people. British Land have concluded that Storey has two main types of customers. First there are 

the SMEs, who are between 20-70 people. A common denominator for these is that many of them 

are tech-driven and typically rather fast-growing. These have often outgrown the conventional 

coworking space but are not yet ready for a traditional lease, which is why Joff Sharpe consider 

Storey as being a stepping stone towards a conventional lease for these growing companies. The 

second category of Storey tenants is larger companies in need for additional space. So far, there 

are four customers of this type and they are companies currently leasing space from British Land 

on a traditional lease in one of their campuses but is in need for temporal additional space. This 

way of addressing larger companies with the service of extra flex-space within the same building 

or at least in the same cluster is yet another way for British Land to accommodate the increased 

customer orientation they claim to offer. Both Joff Sharpe and James Lowery have also noticed 

that an increasing number of bigger companies want a large office, but also the possibility of 

flexibility and expansion areas. Many companies also see the benefits from having shared facilities.  

 

Storey has not been operating for a full year yet, and therefore Joff Sharpe cannot with certainty 

say that it is a prosperous concept in the long term even though it has been profitable since it was 

initiated. Both Joff Sharpe and James Lowery however state that they have received very positive 

feedback from the industry, tenants and investors and as a Storey office is more income-generating 

than a traditional office it has given British Land the possibility to continue to expand the Storey 

concept to several new locations. Currently, Storey occupies around 23 000 square metres of office 

space, but could according to British Land easily grow to the quadruple amount. As London is 

becoming increasingly saturated Joff Sharpe state that British Land is not aiming at creating a fully 

independent company that shall be listed in the long run. Storey is merely enriching the British 
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Land offering to their customers. Therefore, there are no established plans for Storey to occupy a 

certain percentage of the total volume of office in British Lands’ portfolio. The team that manages 

Storey consists of around 20 people from different parts of British Land that formed a group with 

a broad set of skills according to Joff Sharpe. In addition, a business and product developer were 

recruited from one of the larger flexible workspace operators as to cover the entrepreneurial side 

of the concept. James Lowery identifies the Storey team as very non-hierarchical, which is unusual 

for a British company, but has proven to be successful in the case of Storey as it allows its team 

members for efficient and mutually respective decision making. 

 

When British Land created Storey, the expectation was that its customers would request 

coworking-like premises. The first Storey location was hence established in an old warehouse, in 

a setting that could be considered quite similar to a coworking space. Now, after several months of 

operation, Joff Sharpe has concluded that this is not the most sought after setting for Storey 

customers as these have requested more “grown-up environments”. After experimenting with 

different types of property with different price-tags British Land has concluded that the most 

exclusive building has been proven to be the most popular one, even though it is a more expensive 

location. This first worried Sharpe, who believed the higher quality building to be too expensive 

for the customer base of Storey. When founding Storey, the first business plan was to locate the 

Storey concept in lesser performing buildings, but since it turned out to be the opposite and the 

concept has performed better in higher quality buildings, the business plan has been revised. 

5.1.4 Future outlook: Increased flexibility and customer centricity 

“Do I think in general that this will all go away in terms of an economic downturn and suddenly 

everyone will rush back to long, 10-15 year leases? – no that is perverse! “ 

 

The common criticism against flexibility, according to Joff Sharpe is that suppliers of flexible 

workspace are too closely tied to the business cycle and that in a case of an economic downturn, 

the demand for flexibility will decrease drastically. Sharpe however argues the relationship is the 

opposite. An economic downturn would imply even a higher degree of uncertainty for companies 

which means they would ask for more flexibility, not less. In the short term, there might be a risk 

that companies that have signed 10+ year leases are realizing they are not in the need for large 

offices due to cutbacks resulting from a recession. This would be an insurance and a buffer for the 

landlords as these companies have signed long leases whose agreements they are bound to. This 

thinking is according to Joff Sharpe not sustainable in the long-term, as the real estate industry 

cannot survive by forcing companies to sign leases they do not ask for. To reason in this way is 

completely counter intuitive according to Sharpe, and landlords should instead offer shorter leases 

to cater the needs of companies in economically strained times. Likewise, both Joff Sharpe and 

James Lowery are confident that the real estate industry is moving into a customer led era and that 

real estate companies must be more compliant with what customers really want. Since the demand 

for flexibility only have been increasing over time, the argument that flexibility will not be sought 
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after in a recession is completely wrong. There is however a trade-off between having flexibility 

and having the security and stability that is requested. According to Joff Sharpe, this is applicable 

for all markets and not only London. Even though the British market in general has longer leases 

than for example the Swedish market does not change the fact that companies are asking for more 

flexibility, regardless of the positioning in the business cycle.  

5.2 Part 2: The Stockholm Market 

In the Stockholm market, there are several large commercial real estate owners and, in this study, 

nine of them have been interviewed, along with the largest property developers NCC and Skanska. 

In general, some thoughts were shared among the interviewees, such as were the market is heading, 

what trends can be observed and what tenants demand. When asked how they would meet the 

demand from the market and whether they see any risks or possibilities of having flexible 

workspace of some form in their buildings, the answers differed widely.  

5.2.1 Commercial real estate owners 

Atrium Ljungberg 

Atrium Ljungberg is a listed real estate company on the OMXS Large-cap list. The business model 

of Atrium Ljungberg is to own and develop real estate in a long-term perspective and to contribute 

to the urban development. The company owns predominately retail and office property and is 

represented in the metropolitan areas of Sweden. Monica Fallenius, Head of Transactions and 

Establishments points out that Atrium Ljungberg also has an increased focus on culture in their 

developments. In the portfolio, office properties account for 47% in terms of income and 74% of 

the income is derived to properties located in the Stockholm-area. Atrium Ljungberg owns 1,15 

million square metres of real estate currently valued 42 billion SEK and has a present office 

occupancy rate of 95%. All property management is in-house.  

 

Fabege 

Fabege is an OMXS Large-cap listed real estate company that owns office property currently 

valued 61 billion SEK spread across 1,1 million square metres of real estate. The occupancy rates 

are currently quoted at 94%. The business model is to own properties in clusters in a few peripheral 

areas of Stockholm, and the inner city, and developing these clusters to becoming prime locations. 

According to Charlotta Liljefors Rosell, Head of Property Management, Fabege focuses on urban 

development and synergy effects in their clusters which have been created from obtaining assets at 

low acquisition costs followed by refinement. All technical and economic property management is 

kept in-house as this is said to ensure quality and customer relationships. 
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Klövern 

Klövern is an OMXS Large-cap listed real estate company with properties across Sweden and 47% 

of the value of the portfolio concentrated in the Stockholm region. The assets are currently valued 

46 billion SEK and the main property type is offices which account for 82% of the total value. 

Klövern owns 3 million square metres of real estate and currently has an occupancy rate of 91%. 

The business model of Klövern is to own real estate on 15 locations across Sweden and to provide 

all technical and economic property management in-house as this, according to Oscar Frånlund, 

Business Developer is the best way to connect with your customers and hence is considered their 

core business.   

 

Hufvudstaden 

Hufvudstaden is an OMXS Large-cap listed real estate company with properties currently valued 

40 billion SEK in a portfolio consisting of 30 office and retail properties located in the central parts 

of Stockholm and Gothenburg. The current vacancy rate in the portfolio is quoted at 4,6%. The 

business model of Hufvudstaden is to provide high quality real estate in rather low-risk and prime 

locations and owning the real estate in a long term-perspective. All real estate management 

functions are kept in-house as this, according to Peter Lövgren, Head of Transactions, Valuation 

and Analysis, is the best way to please your customers.  

 

Humlegården 

Humlegården Fastigheter is owned by 19 regional insurance companies (Länsförsäkringar) and has 

focused their real estate portfolio to the Stockholm area with a precautious approach to risk and at 

present has a portfolio valued 22 billion SEK. The portfolio consists of roughly 460 000 square 

metres of office property and has a current occupancy rate of 94%. Humlegården is probably the 

real estate company interviewed that has the longest time-horizon when it comes to owning and 

managing real estate. This is reflected in their inclination to initial investments in their properties 

as to provide high quality products that does not require to be refurbished quite as often as for other 

companies, according to Peter Lind, Head of Property. The real estate management is kept in-house 

since it is considered to be the best way to create value and establish a customer relationship. 

 

Vasakronan 

Vasakronan is the largest real estate owner in Sweden and is owned by the Swedish National 

Pension Funds. Vasakronan owns properties currently valued 128 billion SEK and a portfolio 

divided between the larger cities of Sweden focusing on retail and office properties and consists of 

over 2,4 million square metres in total. Offices account for 74% of all the assets and the occupancy 

rate is quoted at 93%, as of the interim report in 2018. 62% of the total portfolio is concentrated to 

Stockholm and the business model is to be specialised and provide forefront solutions for office 

and retail real estate, as expressed by CEO Fredrik Wirdenius. The Vasakronan business model 

focuses on three parts, namely real estate management, being transaction intensive to increase the 

return and project development. All management functions are kept in-house except from simpler 

forms of technical management which is outsourced in order to focus on the core business. 
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AMF 

AMF Fastigheter is a wholly-owned subsidiary to AMF Pension which is a Swedish mutual pension 

fund that manages assets valued approximately 600 billion SEK. AMF Fastigheter (hereinafter 

referred to as AMF) owns real estate that is currently valued around 63 billion SEK in 724 000 

square metres of space, in which office properties account for 77% of the portfolio.  

 

The AMF business model, as explained by CEO Mats Hederos is to provide high quality offices in 

relatively good locations, and limiting their portfolio to Stockholm, since it is the least volatile sub-

market, but also the market that drives the growth in Sweden. Instead of diversification of the 

portfolio, Hederos explains that AMF focuses on concentration. Hederos describes the AMF 

business model as acquiring property in B-locations and transforming it to A-location property, 

and in order to do so there is a need to control at least 100 000 square metres of space in one area. 

AMF does this by owning real estate in four geographical clusters which all account for around 

100 000 to 130 000 square metres of real estate. By developing the whole cluster, Hederos has 

found that AMF have the possibility to change the perception of the area and hence create value. 

In terms of real estate management, AMF has both technical and economic property management 

in-house as Hederos proclaims that it is the best way to promote the company, especially in weaker 

economic times.  

 

Folksam 

Folksam Fastigheter is a wholly-owned subsidiary by the life-insurance, non-life insurance and 

pension fund subsidiaries within the Folksam group which is controlling assets valued 430 billion 

SEK. Folksam Fastigheter (hereinafter referred to as Folksam) owns both residential and 

commercial property. Currently offices account for 63% of the portfolio that is valued 33 billion 

SEK. The total area of commercial property is roughly 500 000 square metres with an occupancy 

rate of 96%. Within the Folksam group there has been a re-allocation of the proportion of the capital 

in the portfolio to be invested in real estate. Currently real estate assets account for 8% but Folksam 

has the intention to increase the amount to 12%. The Folksam Fastigheter organisation is rather 

small, consisting of a group of people that manages all assets and not only real estate. The business 

model for Folksam Fastigheter is to own property in the metropolitan areas where the population 

growth is stable and there is a strict focus on a risk-adjusted return which is reflected in the selection 

of occupiers in their properties according to the CEO of Folksam Fastigheter, Lars Johnsson. Since 

2015, Folksam have outsourced the real estate management, both the technical and economic parts, 

which, as expressed by Johnsson is because a company loses the value creating aspects if 

management is kept in-house. Since Folksam had the aspirations to grow substantially it was not 

possible to keep the management functions within Folksam. Johnsson however highlights the 

possibility that the outsourcing could be mismanaged when not kept in-house.  
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Skandia 

Another pension fund is Skandia which is a mutual pension fund that manages assets valued 

approximately 600 billion SEK where 10-11% of the capital is allocated to real estate and is 

managed by the wholly-owned subsidiary Skandia Fastigheter (hereinafter referred to as Skandia). 

The Skandia real estate portfolio is focused in the metropolitan areas of Sweden and consist of 1,2 

million square metres of space encompassing mostly offices, but also retail centres, residential 

property and public use properties such as schools and retirement homes. The real estate portfolio 

was valued 55 billion SEK in the financial statements of 2017. The business model for the office 

properties owned by Skandia, as explained by Anders Kupsu, CEO, is that they should be in close 

proximity to good transportation paths and should in general be buildings that provide good 

conditions for development. The real estate management, both technical and economic 

management for the commercial property is managed in-house. 

 

NCC 

NCC is a listed property and construction development company with a revenue in 2017 of nearly 

55 billion SEK. NCC is one of the largest construction companies in the Nordics and has four 

business units, where NCC Property Development is the entity which among other things develops 

office property. According to Robert Bolmgren, Head of Sales NCC currently has 5-6 properties 

being built on speculation. 

 

Skanska 

Skanska is one of the largest construction and real estate development companies in the world with 

a revenue in 2017 of 161 billion SEK. Skanska is listed on the Stockholm stock exchange. In terms 

of office property, the business model for Skanska is to develop property and sell it once fully 

occupied. In Stockholm Skanska has between 70 000 – 80 000 square metres of office space under 

projection with a yearly turnover of around 25 000 square metres according to Fredrik 

Bergenstråhle, CEO. 

5.2.2 Take on flexibility 

5.2.2.1 In-house brand offer 

There are four companies that distinguish themselves by developing their own concept of flexible 

workspace through different concepts and to varying degrees. The four companies are AMF, 

Vasakronan, Klövern and Hufvudstaden. A common denominator for all of these is that they keep 

almost all of their real estate management in-house, both economic/managerial and technical 

management. The reasons to why they have taken the initiative to develop an in-house operation 

differs slightly, but fundamentally they have similar incentives. From the beginning, all four of 

their own flexible workspace concepts were established in office space that was challenging to 

lease due to either its location, problematic floor planning or ongoing renovation. It hence appears 

as the most common solution for accommodating flexible workspace is in problematic spaces and 

that developing flexible workspace in areas that is not difficult to lease, is less common.  
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Two of the largest actors on the Stockholm market that were interviewed for this study had another 

certain thing in common regarding the development of their own approach on flexible workspace. 

The subject of matter is that they had observed a gap in the market and a demand which was not 

yet met from the real estate owners. Both Vasakronan and AMF saw the opportunity to fill the gap 

and started the development of “Smart & Klart”, respectively “Epicenter”.  

 

When creating Smart & Klart in November 2014, CEO Fredrik Wirdenius says that Vasakronan 

believed in the future of flexibility at the office market and the possibility to provide more service 

to their tenants, Fredrik Wirdenius says. They observed that as companies grew, they wanted an 

identity and thus their own space, rather than sitting at a coworking space. The result of this analysis 

was a concept of flexible office space ready for tenants who want the opportunity to move in as 

early as the next day, where all basic comforts are included and where their focus can be on their 

core business, instead of setting up a new office. An intention of providing flexible office space in 

this way was also to attract customers who otherwise would choose to sign a lease with a coworking 

operator. Another motive when developing their own flexible office space concept was the 

branding aspect it provided for Vasakronan. According to Wirdenius, it is also a very efficient 

solution from a profitability perspective for Vasakronan as a landlord due to the decreased 

investment costs for customising the space as a new tenant moves in. Instead of reconstructing the 

office if the tenants need to redistribute the space, the tenants are moved into an office that already 

fits their requirements and preferences better. During spring 2018 the management of Vasakronan 

visited British Land in London to learn about flexible workspace, coworking and Storey. After the 

meeting, Vasakronan got a confirmation that they had made the same conclusions but that British 

Land has come further when it comes to implementing the strategy. Fredrik Wirdenius, was also 

quite certain that the Smart & Klart concept will continue to grow, not only in number of locations 

and offices, but also the size of the offices which generally have been small.  

 

What AMF has developed differs from the concept of Vasakronan mainly in the sense of their 

target customer group and what the development process has looked like. CEO Mats Hederos states 

that Epicenter is an innovation centre where focus lies on space, synergies and innovation, rather 

than on coworking. It could however be questioned if Epicenter falls within the limits of a typical 

coworking space. From the beginning, two companies Result and Sime started out as tenants of 

Vasakronan and developed Epicenter as a place for innovative entrepreneurs who wanted to grow. 

As the concept grew bigger, discussions with AMF were held and a collaboration between the 

parties begun. The concept of the collaboration was that AMF provided space and comprehension 

about real estate, while Result and Sime provided knowledge about entrepreneurship and how 

digital facilities can be used. Together they formed a partnership where they became business 

partners rather than a typical landlord and tenant relationship. In the case for AMF and Epicenter 

there is no lease, but rather a collaboration and partnering deal between the parties. Hederos pointed 

out that what distinguishes the concept of Epicenter is that the model is built on trust and the 

strategy that both parties – landlord and operator – gain from a profitable business. AMF also 

provide another coworking concept called Sup46 which unlike Epicenter is not a partnering deal 
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but is instead an initially subsidised concept and, according to Hederos not profitable in the same 

sense. Epicenter originally had 4000 square metres of space, located in a building that was to be 

renovated in two years, before being moved to its current location and 12 000 square metres and 

4000 members. Epicenter was also, mid-2018 exported to Amsterdam in a 11 000 square metre 

collaboration, without the aid of AMF.  

 

The third company that has implemented their own concept of flexible workspace is Klövern, 

which has a slightly different background behind the development of their concept First Office. 

Business developer Oscar Frånlund at Klövern explains that First Office was founded in 2011 and 

that it at first had neither a name nor an identity. Initially, it was a solution for vacant office space 

that was difficult to lease. As the office space of First Office was challenging to find tenants for, 

there had to be a concept developed to make it an interesting option for companies searching for 

an office with flexible lease. By 2016, there was a development of a concept which collected all 

individual flexible offices and rebranded them as First Office in order to increase the profitability 

of the certain offices and to create a distinct offering. According to Frånlund, First Office is the 

third largest tenant in the Klövern portfolio, measured by space but not by income. Hufvudstaden 

has developed a concept which is similar to what Vasakronan has done with Smart & Klart but to 

a smaller scale. This concept, called “Redo” was launched in 2017 and is currently merely a small-

scale project. The possibility to develop a concept for flexible workspace on a larger scale is 

currently not an option due to the lack of vacant space, according to Head of Transactions Peter 

Lövgren. Hufvudstaden is however investigating options for a collaboration but do not have any 

suitable and vacant space as of today.  

5.2.2.2 A cautious approach 

“The problem is that the vacancies are too low” 

 

Five of the interviewed commercial real estate owners do not have their own concept for flexible 

workspace. The reason why they have not developed a concept of their own varies among the 

companies but there is one theme that is recurrent; the low vacancy rates in their respective 

portfolios. When asked why they do not offer flexible office solutions managed in-house, four of 

the companies’ states that the current vacancy levels are too low and it is hence not possible for 

them to develop such a space demanding concept. Some claim that you should only develop 

concepts that are in line with your core business and that managing a coworking concept is a field 

which is considered to lie outside their core. 

 

Analogously with many other commercial real estate owners, Humlegården has low vacancy rates 

that prevents the development of a concept for flexible workspace, Head of Property Peter Lind 

says. For about five years ago Humlegården claims to have experimented with a concept called 

“Humlegården short term” but as the occupier wanted to lease the whole space for three years the 

concept never continued. Today new efforts are being made and they are evaluating options of 
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offering flexible workspace. There is no distinct strategy for how to meet a changed demand from 

the market, but there is a belief that it is important to be prepared and a strategy will be initiated 

not too far in the future, according to Peter Lind. It is however not clear if Humlegården chooses 

to lease space to an operator, or to construct an in-house concept, even though Lind estimates it 

will probably be the former alternative. An opinion that came from two representatives of real 

estate companies was: “Someone else has to break ground first and suffer from eventual backlashes 

before we enter the [flexible workspace] industry”. A similar quote from another representative 

was; “We prefer to stay in the background and being profitable rather than to experiment with new 

concepts”. Peter Lind at Humlegården underlined the fact that he believes that it is an advantage 

to be a large actor if you are going to develop a concept for flexible workspace. As Vasakronan 

and AMF are larger than Humlegården, they have better opportunities to spend resources on 

research and development. Humlegården stated that their focus right now is to observe and learn 

from other actors’ successes and mistakes. 

 

Folksam is one of the companies that has the opinion that the development of workspaces is not 

within their core business. Their core business is focused on asset management and there is a clear 

emphasis on receiving a return as high as possible, CEO Lars Johnsson explains. Atrium Ljungberg 

has the same approach, reasoning that the field of office concept development does not fit in their 

core business. Due to the low vacancies, they do not have any incentives for developing a concept 

for flexible workspace themselves. As of today, Head of Transactions Monica Fallenius says that 

they have not experienced an increased demand for flexibility in the market and do not have the 

urge to be innovative in this field since they can sign traditional leases that will provide a safe and 

stable cash flows for the future. Further on, the importance of stable profits when signing a lease 

with a customer is emphasised and that offering more flexible leases such as a short-term lease 

would not be as profitable due to the initial investments that has to be made when fitting out the 

space to a new customer. They have however investigated whether it would be profitable or not for 

them to develop a concept of their own and the result was that it would not. The strategy of Atrium 

Ljungberg is that they will continue doing what they are good at – which is leasing offices to 

individual companies – and adjust their business model when there is a change on the market, but 

they do not have a distinct strategy as of today. Atrium Ljungberg has however developed an 

intermediate solution, internally called hotspots, which is not a coworking space but rather a small-

scale concept that allows for step-out space for the tenants in the properties where the hotspots are 

located.  

 

Similar to Atrium Ljungberg, Fabege experiences that the low vacancies are a reason for not 

developing a concept of their own for flexible workspace. They however desire to have a 

coworking operator in their properties as they believe it would be beneficial for the other tenants 

in the property. Fabege is aware of the fact that they have to adjust to the changed market behaviour 

but have not yet done so. To meet the increased demand of flexibility, Fabege’s strategy is based 

on shorter lease-terms and less initial investments for tenants. Since they already have most of their 

management and service in-house, Charlotta Liljefors Rosell says it is not a very big step for them 
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to operate a flexible workspace as well. Skandia on the other hand does not have a pronounced 

strategy regarding how to meet the changed demand from the market but still believe they are 

prepared and have a readiness for change. For them as a company, CEO Anders Kupsu underlines 

that it is not relevant to develop an own concept for flexible workspace firstly due to low vacancies 

and secondly because they do not have enough real estate in the areas where it would be suitable 

to establish such a business.  

 

At Skanska, Fredrik Bergenstråhle has noticed an increased demand for flexible workspace from 

customers as they are concerned whether there is coworking or a comparable concept in the 

building when signing leases. In southern Europe, Skanska have bought 50% of the shares in a 

coworking business as they believe the phenomena will grow. In the Nordics, they have another 

approach but there are several projects where they will sign leases with flexible workspace 

operators.  

5.2.2.3 Adaptation to new trends 

The perception that the real estate industry is not very quick to adapt to new trends is widely spread 

and something that Mats Hederos amongst other interviewees agrees on and expressed it as the 

industry is rather slow regarding the adaptation to new trends and responding to changed needs of 

the customers. Mats Hederos is concerned that the real estate industry – just like the hotel industry 

– will end up in the situation where real estate owners will only be a provider of an empty shell and 

that some other actor will be responsible for customer relationship. Charlotta Liljefors Rosell also 

agrees to that statement and says that everybody is talking about flexibility and the fact that 

customers request flexible solutions to a greater extent but still most of the real estate owners on 

the Swedish market sign leases of 5-7 years. Monica Fallenius at Atrium Ljungberg also shares the 

thought that the landlords generally are hesitant to adapt to new trends and that the development of 

flexibility also is hampered by the difficulty it implies for valuations of real estate.  

 

Mats Hederos thinks that the reason real estate owners are rather slow at adapting to new demands 

is caused by the good times that the commercial real estate market in Stockholm is experiencing. 

The high rents and low vacancies cause little incentive to change and develop new strategies, as 

the actors are blinded by the advantageous conditions. Similarly, Fredrik Wirdenius also perceives 

the real estate industry overall as quite unprepared and thinks that most actors have not considered 

the increased demand of flexibility from a strategic perspective. To the question of how the trend 

of coworking and flexible workspace has been received in the real estate market in Sweden, the 

answer was rather straight forward: 

 

“Rather drowsy, I would say. Most companies have probably not been 

thinking strategically about what is happening” 
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In addition, Wirdenius believes many are flattered when large operators within the flexible 

workspace industry want to sign a lease. When Vasakronan launched Smart & Klart, they had 

already reflected about the growing amount of coworking actors on the market and hence had a 

strategy to tackle the situation.  

 

The development of Smart & Klart is a result of observations that customers requested flexibility 

and more services included in their leases to a greater extent, according to Wirdenius. After 

listening to the market and what the customers expressed a need for, they adjusted their strategy in 

order to meet the new demands. Further on Wirdenius has an understanding that some other actors 

continue with only providing longer, traditional leases and that it might work out today. But for the 

future, it is important to learn from the market and listen to what customers request and that you as 

a real estate owner will have to broaden your supply of services and products to the market. 

Wirdenius then concludes that: 

 

“If you haven’t adapted to the changes requested from the market, a real estate company will 

sooner or later be punished for being idle – that is why it’s useful to be able to provide a range of 

services to the customers” 

 

At Humlegården, Peter Lind agrees and proposes the option to observe how the industry for mobile 

phone service works. A typical contract last between 12-24 months and there are no guarantees 

that the customer will stay after the contract-period has ended, although most people do. The mobile 

phone service industry is based on short-term durations and the actors succeed to maintain a stable 

cash flow. The real estate industry may have something to learn from this industry regarding the 

time horizon. Further on, Mats Hederos believes that all companies have their own approach and 

that there are many different ways of doing business and being successful. Some real estate owners 

look at each other for inspiration and to learn about the market. AMF on the other hand are aiming 

to learn from other industries, as they are developing their business and preparing for changes in 

the future.  

5.2.2.4 Real estate owners as operators of flexible workspace 

Mats Hederos at AMF expresses a hope and belief that real estate owners in Stockholm will 

probably develop their own solutions on how to manage the request for flexibility. In order to do 

so, they may need to modify their business models. When asked whether supplying flexible 

workspace fits into their business model, the response was: 

 

“If it does not fit into your business model –  

there is something wrong with the business model.” 
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If companies in Stockholm CBD request flexibility, then the real estate owners have to adapt to 

that, which is not an easy thing to do. You have to adapt to new market conditions if you want to 

be profitable, according to Mats Hederos. If AMF would have developed Epicenter on their own, 

it would never have become what it is today, as Hederos thinks that real estate companies do not 

possess the entrepreneurial skills that are needed to run such a concept. Partners are therefore 

required to create an environment and atmosphere where innovative companies want to work. The 

strategy of AMF is hence to find collaborations with actors who are more experienced and 

successful within the specific field than AMF is and Mats Hederos compares it to the hotel business 

where they as a real estate company work together with partners who are known for being 

successful within the hotel industry.  

 

Oscar Frånlund at Klövern also expects more real estate owners to develop an own concept of 

flexible office space and believes it is a smaller step to make if you already have most management 

and service in-house. Something to also bear in mind is that it is rather staff intensive to operate as 

it requires much personnel to maintain a high level of service and it may hence be relatively hard 

to implement, according to Oscar Frånlund. It is noticed that there are different approaches of 

whether a commercial real estate owner is capable to operate a flexible workspace concept as 

coworking on their own. Irene Öman at NCC believes that the ones who are successful within the 

field of flexible workspace are the ones who have the capacity and the ability to create a 

community: 

 

“If you run a coworking business, you should be dedicated to running coworking-spaces and not  

the real estate industry. If you are a developer or a property owner offering coworking,  

you must attract knowledge from outside of the real estate industry.” 

 

Peter Lövgren at Hufvudstaden believes that you have to niche towards a specific customer target 

group, as competition increases and actors such as WeWork challenges the real estate owners’ 

business models. When it comes to business models for real estate companies, one of the 

representatives from one of the real estate companies stated that for the past 25 years, not much 

has changed regarding what occupiers request and consequently the business models for real estate 

companies: 

 

“When we did analyses 25 years ago and asked people what they wanted,  

they answered, ‘flexibility and efficiency’ – so, this is nothing new!” 

 

People requested flexibility and efficiency back then as well and the companies aimed to meet 

those demands, analogously to today. A company should do what it is good at, and it is important 

to focus on the core business of the company, according to Lars Johnsson. For Folksam it would 

not be an option to develop a flexible workspace concept of their own in the future as it is not in 

line with their business model. Regardless if you are operating a flexible workspace of your own 

or not, it is and will be even more important to have it in your portfolio as a real estate owner, Peter 
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Lind at Humlegården states. For a real estate owner to operate a flexible workspace of their own, 

Anders Kupsu at Skandia believes it is an advantage to have a quite large property stock.  

At the same time, he joins the crowd who believe that more and more property owners will enter 

the market of flexible workspace and provide it themselves. 

5.2.3 Possible outcomes of having flexible workspace in the building  

Having coworking operators within a building may be seen as value adding act but might also 

involve a larger risk for the real estate owner. Atrium Ljungberg have recently leased a large space 

to coworking operator Convendum and according to Monica Fallenius they see it as a possibility 

to lease space that otherwise would be hard to find a tenant for. By letting a space of more than 

5 000 square metres to one single tenant, areas that do not suit traditional offices can be utilised. 

Fallenius argues that Atrium Ljungberg does not perceive a larger risk by having a coworking 

operator occupying the space since Convendum have a broad target group as they are not niched 

to a specific field of business and are therefore less sensitive to changes in business cycles. Another 

described advantage of letting space to a coworking operator is the spill-over effect for the building 

as a whole, which benefits all parties involved as it draws both attention and traffic to the building. 

At Vasakronan, Fredrik Wirdenius similarly describes the ability to lease otherwise complex areas 

as a possibility with coworking operators as tenants. There is no difference in risk regarding leasing 

the space to an operator of flexible workspace or a traditional tenant but it is better to lease the 

space to a tenant that can use the space in a more productive way, according to Fredrik Wirdenius. 

It is also an efficient way to activate the ground floors of a building simultaneously as it contributes 

to the value of the building and is appreciated by additional tenants in the house.  

 

Anders Kupsu at Skandia describes the function of coworking as a tool for expansion for other 

tenants in the building. It will become more common to have a traditional lease as a base and access 

to a coworking space as a complement for when more workspace is needed. Malin Lövemark at 

Folksam describes the possibility of coworking in the same way, as a tool for adjusting the need 

for space of existing tenants in the building. Lars Johnsson on the other hand is rather sceptical 

towards this movement of flexible workspace: 

 

“I think you have to associate this to cyclical fluctuations in a business cycle. The better an 

enterprise performs, the easier it is for its employees to demand things from their employers, and 

the more this (coworking) will be brought up in the demands. When the recession hits, employees 

will hold on to their desks and demands for flexibility will disappear, I think.” 

 

You have to consider it in the context of a booming business cycle and one have to regard flexible 

workspace as a phenomenon that is performing well today, but in worse times it will probably not 

be functionable due to the small margins, Lars Johnsson continues. Further on it is not just a linear 

development towards flexibility, it goes up and down as movements in the business cycle are 

experienced. Johnsson claims that in a recession, freelancers and small companies will seek cheap 
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solutions and coworking is not cheap. It is obvious that it has to be expensive, because the risk for 

the real estate owner has to be compensated in some way. Lars Johnsson describes it as “If you are 

a real estate owner and leasing flex-space to the same price tag as for a traditional office – Then 

you are doing charity work.”. The thinking that you should require a higher return for the flexibility 

was shared among several of the interviewees. 

 

Malin Lövemark regard the effects of turns in business cycles will have on flexible workspace 

different to her colleague. There are currently many people working as consultants and self-

employees for larger firms, which is rather a new way of work rather than a trend and companies 

probably rather use consultants, than to employ labour in the recession, according to Lövemark. 

Consultants will thus still be using flexible workspace as they are in need of workspace and 

networking. It is easier to have a large, stable company on a long lease as a tenant, instead of a 

coworking operator but the fact that there are several large companies that are underperforming 

and not seen as steady tenants, despite their size is also highlighted. With coworking operators and 

similar flexible workspace solutions, it might be seen as many small companies with small risks, 

which constitute a balance anyway. As long as the operator is not too niched, she cannot see that 

all tenants would fail to pay their rent or membership fee.  

 

Mats Hederos at AMF consider it to be a smaller risk to have a coworking operator who in turn 

have a large amount of companies signed to memberships, than to have one big company as a 

tenant. This is because the situation with one large tenant requires one single decision to move out 

or relocate their business and thereby create a vacancy. If there is a coworking operator or an 

operator of flexible workspace, there has to be a vast number of decisions in order for the entire 

building to become vacant. It may hence be seen as a smaller risk to have many customers sharing 

space rather than a single tenant. The likelihood that all of these, smaller tenants or members would 

lose their ability to pay the rent all at once, is very unlikely.  

 

A situation with recession would according to Peter Lind at Humlegården, affect the willingness 

to pay but flexible workspace would nonetheless still be requested from the market. There is a 

higher volatility in offering flexible workspaces when it comes to revenue compared to traditional 

leases. Peter Lind compares the different categories of tenants to a mix of assets in a portfolio and 

describes how a well-diversified portfolio of tenants contributes to less risk and having a coworking 

operator as a tenant may be a way to diversify the portfolio. In economic downturns, all kinds of 

industries are affected but in different ways and at different times, according to Peter Lind. This 

opinion was also underlined by Monica Fallenius at Atrium Ljungberg. 

 

At Folksam, Lars Johnsson also highlights the fact that they as a company have to look at flexible 

workspace from their institutional perspective, as they have certain requirements regarding risk 

and return on their investments. Their investments in real estate assets have to have a risk-adjusted 

return that lies between stocks and bonds, otherwise they might invest in any of the other two 

assets. Folksam have observed that it is possible to receive high rents in good times, but this also 
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implies a greater risk. Lars Johnsson means that the more flexibility you add to a lease, the more 

stock-like will the real estate assets become and the incentive to invest in the building will hence 

decrease.  

 

Fredrik Wirdenius states that it is difficult to predict how a changed market and recession would 

affect the demand for flexible workspace, but believes that a part of this market benefits from the 

current economic boom. High rents, high levels of private equity and the current development with 

many freelancers are aspects that provides good conditions for the market of flexible workspaces. 

At the same time, the fact that coworking operators are volatile actors as they are sensitive to 

cyclical changes since their margins are low is also emphasised. 

 

Peter Lövgren at Hufvudstaden discusses if a landlord leases a too large space to a coworking 

operator, problems could appear if their business is not profitable enough. There is a belief that 

flexible workspaces are here to stay but also highlights that a coworking operator’s business is 

more tied to business cycles. Charlotta Liljefors Rosell at Fabege argues that if put in a greater 

perspective there is no risk for the portfolio as a whole to have a coworking operator as a tenant, 

but also emphasises that the good times and high conjuncture experienced today will not last 

forever and that it is important to be aware of that coworking operators are more sensible to 

fluctuations in business cycles. A possible outcome discussed is that in a recession, it might be a 

strategy for larger companies to sign coworking contracts or flexible leases instead of a long 

traditional lease, as there is a concern how the market will develop.  

 

From a construction perspective, adaptation to flexibility takes longer time due to the planning 

process and development of both building plans and construction plans. As a response to the 

increased demand for flexibility, buildings that are being planned and designed today have more 

space for service in the ground floors. Fredrik Bergenstråhle states that the buildings that are being 

designed for Skanska today have more services to offer to the tenants. Skanska has a strategy to 

meet the demands from all tenants in the building by providing cafes, restaurants and other service 

that facilitates the everyday life for the tenant. By doing so, a value is created, and the building 

becomes more appealing on the office market.  

5.2.4 Future outlook 

All interviewees believe that the market share of flexible workspace on the Stockholm market will 

increase but the views of how much and how it will occur differ slightly. Peter Lind, believes the 

proportion of flexible leases will increase, but the question is whether the customers will be willing 

to pay for it. Due to the diversity of customers, Charlotta Liljefors Rosell at Fabege expects there 

will be several different concepts developed in order to meet the different demands from the 

customers. Fredrik Wirdenius is of the same opinion and expects the coworking industry to grow 

as it will attract both freelancers and larger companies who need extended space and flexibility. 

Asset Manager Malin Lövemark at Folksam also thinks that the phenomena of coworking and 
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flexible workspace will continue to grow and as a consequence, the industry for flexible workspace 

will become more professional. Fredrik Bergenstråhle at Skanska describes the present situation as 

a race, where actors are aiming to claim market shares as the industry is going through an expansion 

phase. This will probably collide with the more traditional real estate owners who prefer steady 

cash flows and are rather cautious when it comes to changing market conditions. Further on, the 

belief that the market will experience a big change where the future will witness more real estate 

owners providing their own concept for flexible workspace is expressed. As a consequence of the 

current expansion, Bergenstråhle predicts that there will be some rather big actors on the market 

for flexible workspace solutions in the future, while the weaker actors will disappear as the 

evolution continues.  

 

Anders Kupsu at Skandia, expects the future leases to change in the aspect that the development 

will lead to fewer long traditional leases based on indices, if that is what the customers’ request. 

The digitalisation and overall technological development has contributed to a situation where 

employees can be more flexible in their way of working and less bound to a specific geographical 

location, and this causes companies to reduce the amount of physical space. However, it is not 

rational for everybody to work activity based or flexible, but more employees are able to do it now 

due to the technical improvement. A possible way for companies to provide flexibility to their 

employees is by offering local hubs in larger cities as many workers are spending much time 

commuting, Kupsu believes. Lars Johnsson at Folksam also emphasises the effect that digitalisation 

has on the way people work. This is, according to Lars Johnsson a fact that shall not be ignored, 

especially not if a company wants to attract talents, which is more challenging over business cycles. 

 

Charlotta Liljefors Rosell highlights that freelancers and self-employees probably request the 

possibility to be working in an open space, but when a company grows to a handful of people, the 

desire for private space grows. Fredrik Bergenstråhle believes that many users of coworking spaces 

or comparable concepts prefer to sit by themselves but they still have the opportunity to network 

with others if they aspire to. By providing the opportunity to choose is what is important and the 

perception that people get more selective and are willing to pay for more service, both regarding 

workspace and housing is an expressed belief.  

 

Irene Öman, Property Developer at NCC has observed an increased interest from tenants regarding 

whether there is a coworking operator or not in the building where they lease their office. A few 

years ago, it did not matter for the tenants if there was any coworking space in the building. 

However, at the next renegotiation of leases with customers who were located in buildings with a 

coworking space, everybody wanted their office in a building where there was a coworking 

operator. Her perception is that companies desire to purchase space as a service in the very same 

building of their office or in a building in the nearby neighbourhood. Companies want to attract 

talents, who in their turn request challenges and opportunities for innovation and flexibility.  

Due to this situation, Irene Öman is convinced that both the employers and the building should to 

be able to offer more dynamic solutions.  
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By looking at the London market for flexible workspace, it is possible to get a perception of how 

a more developed market for flexible workspace may look like, but Mats Hederos emphasises that 

the Stockholm market and the London market are two separately different markets. Hederos does 

not believe the Stockholm market will reach the same level of penetration as the London market, 

but the increased demand of flexibility will be met in some other way. This thought is also shared 

by Peter Lövgren at Hufvudstaden who also believes that there is a change in work that will 

continue to drive the growth of flexible workspace solutions, even in Stockholm. Hederos at AMF 

also argues that Swedish property owners will have to adapt their business models and find ways 

on how to offer flexibility.  

 

At Vasakronan there is a belief that a coworking operator must add something to the building and 

that it might be a good supplement to a multi-tenant building where there are both coworking areas, 

Smart & Klart on a number of floors, and traditional office leases on top of that. By providing this 

mix of tenants, the value of the building is increased, the ground floors are being activated and the 

it benefits all tenants in the house. Fredrik Wirdenius also highlights the fact that the London market 

has a different character as there are more international business taking place there and the length 

of contracts differs from the Stockholm market. This perception is also shared by Fredrik 

Bergenstråhle at Skanska, who believes the traditionally longer lease-terms in London is a driving 

factor for the rapid development of coworking spaces there. An aspect which most certainly will 

have a positive impact for the flexible workspace market in Stockholm is the fact that there are 

many start-ups and tech companies in Stockholm, as workers in these industries often demand 

flexibility to a greater extent, Wirdenius says. Among most of the interviewees there was also a 

consensus that the flexible workspace industry at large will continue to grow in Stockholm, and 

both Folksam, NCC and Humlegården thinks that several of the smaller operators will perish and 

make room for the bigger operators such as WeWork will continue to change the market globally. 

Some also argue that some of the landlords aiming to provide solutions for increased flexibility 

will fail in their concepts, which is also why these interviewees have a more precautious approach 

and instead aims at learning from the market, rather than learning with it.  
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6 Analysis 

The following analysis is a thematic analysis with the purpose to scrutinize the London case as 

well as the responses from the Swedish commercial property owners, and finding themes and topics 

that relatable to the theoretical framework.  

6.1 Responsiveness to market changes 

Whether or not the business model of a commercial real estate owner should be well-suited for 

supplying the market with flexible workspace, is a central question for this study.  Storbacka and 

Nenonen (2015) states that as the market is in constant change, it is important to redesign and 

update the business model in order to make it compatible with the market. Both British Land and 

AMF have the opinion that if your business model does not allow flexible workspace as an offer 

to the customers if that is what they request, then there is something wrong with the business model 

and it has to be redesigned in order to adjust to reality and demands from the customers. An opinion 

that AMF, Vasakronan and British Land all share is the importance of listening to the market; 

listening to the customers, and to identify what they request, potential obstacles and solutions. Their 

behaviour could hence be identified as learning with the market, rather than from the market. AMF, 

Vasakronan and British Land could be considered as market-leading when it comes to supplying 

in-house flexible workspace concepts.  

 

The reason why the actors mentioned above may be seen as market-leading is mainly because there 

is not much competition when it comes to landlords providing flexible workspace on the Stockholm 

market. The different concepts that real estate owners have developed could be rather easily 

replicated by competitors as they are not very unique. One requirement for having an in-imitable 

business model is to possess either a system, assets or a process which is hard to replicate, as 

discussed by Teece (2010). None of these actors really have that. One could perhaps say that the 

location of their real estate is such but there are other real estate owners who also have real estate 

in equivalent locations. The second requirement of preventing copycats is to make it difficult for 

competitors to understand in detail how the business model is implemented. The partnership 

between AMF and Epicenter is the only concept that might be regarded as challenging to 

understand as they are rather reticent about how the partnership is arranged. The third requirement 

to make an innovation or a concept in-imitable by competitors is that it shall not cannibalise on the 

competitors’ own businesses, but it is not applicable either, as none of them have something that 

can be compared to the concepts of the market-leading actors. This situation of landlords’ own 

concepts of flexible workspace can be compared to the situation with the implementation of internet 

banks in Sweden when SEB was the pioneer of online banking but Handelsbanken copied the 

product and developed it to an even better product for their customers. Humlegården mentioned 

that they are interested in developing something own in the future, but they will let someone else 

break ground and suffer from backlashes before they enter the industry themselves.  
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This may be seen as an analogy to the development of online banking and it is likely that 

Humlegården will replicate the successful factors from the concepts observed today. It should 

however also be noted that leasing office space is not something that real estate companies can 

differentiate themselves from their competitors, as most companies have similar strategies and 

leases. Providing a distinguished concept for flexible space is still a type of business where real 

estate companies could provide a unique concept. 

 

The reason for why British Land developed Storey was because they had identified an increasing 

demand for flexibility from smaller companies who wanted shorter leases and flexibility, but also 

private space and they responded to those demands. Initially, the business plan was to locate Storey 

in lesser performing buildings, but the business plan had to be revised as it turned out that the 

concept performed better in higher quality buildings. The responsiveness that British Land showed 

is what Narver et al. (2004) call responsive market orientation and it is also referred to as a key for 

succeeding with a new business strategy. British Land are now planning on locating Storey in more 

high-quality buildings. This strategy of being led by the customers has the potential of resulting in 

an even more profitable business as well as staying attractive. By responding to customer demands 

not only once but several times indicates the level of responsiveness that British Land devotes to 

their customers. In addition, the development of Storey was not a consequence of rising vacancy 

rates in the British Land portfolio, but rather the opposite as vacancy rates were quoted at 2%. 

Many real estate owners on the Stockholm market state that they are open to implement a concept 

for flexible workspace of their own, but as the vacancy rates are low, there is no compelling need 

to be compliant to customers.  

 

British Land stated that there was not really a need for them to develop Storey in order to 

accommodate flexible workspaces, as they already were profitable enough and also had operators 

as tenants in their properties. The development of Storey can instead be accredited to the fact that 

British Land spoke to their customers which is in line with their business model that aims to provide 

a full range of possibilities for their clients and always staying competitive. Actors at the Swedish 

real estate market such as Atrium Ljungberg claims that there is no incentive for them to develop 

a concept of their own, as they are already profitable. The approaches of British Land and Atrium 

Ljungberg are widely different, even though the two companies have many similarities regarding 

their real estate management. Both British Land and Atrium Ljungberg have similar strategies to 

create values and gain benefits from scaling and cluster-effects but still, they differ diametrically 

when it comes to the development of what customers request. Atrium Ljungberg offer a certain 

degree of flexibility thanks to their hotspot-concept but not to the same extent as British Land as 

the hotspots are currently rather small scale and could be considered as mostly a branding feature.  

 

The development of the real estate owners’ own concepts for flexible workspace follows the cycle 

of market-learning. Initially, there is a trigger which is the reason for the companies to even 

consider the development from the beginning. The trigger in the case of British Land and 

Vasakronan is the customers’ request of flexible workspace for smaller companies who do not want 
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to sit in traditional coworking spaces. The first phase in the development was an analysis to 

determine what the customers really requested and needed, in what way they, as a real estate owner 

could meet those demands, and an examination of possible obstacles and solutions were identified. 

In this phase, real estate companies are facing a decision whether to implement a concept of their 

own or not. The majority of real estate companies interviewed seem to still be in this phase as they 

have not yet taken any actions on developing a concept of their own. This decision can be linked 

together with the decision whether to outsource facility and property management or not. The next 

step that had to be made was testing and applying their own developed concepts on a smaller scale. 

Both Storey and Smart & Klart were implemented at a smaller scale at first, as an act of 

cautiousness. Moving on in the market-learning cycle, the stabilisation phase is soon reached, and 

the respective real estate owner has to reflect upon contradictions emerging from connected sets of 

activities.  

6.2 Core business to provide flexible workspace? 

Folksam explains that providing flexible workspace as a service is not their core business, their 

main focus lies on receiving a high return given a certain level of risk. It might however be 

considered if offering an in-house concept for flexible workspace might generate an even higher 

return, even though it would be difficult in the case for Folksam who are restricted to a handful of 

asset managers and have outsourced all property and facility management functions. AMF on their 

side chose a partnership with Epicenter which was as their business model aims to provide high 

quality offices, but also the provision of flexible workspace. As their ambition is to provide offices, 

they need to provide a full range of offices in order to answer the demands from the customers. 

Having widely different business models, Folksam and AMF will consequently respond to market 

changes differently. As Folksam’s business model leans more toward asset allocation rather than 

providing new office concepts and customer focus, they will not be as affected by trends and 

changes in the office market as AMF, who aim to be more customer oriented. It is obvious that all 

commercial real estate owners do not have the same outlook of what they think they should include 

in their business model. 

 

Real estate owners’ attitude towards how they can supply the market with flexible workspace 

differs between the companies in this study. Whether or not the provision of flexible workspace is 

in line with the core business of a company is dependent on what the business model emphasises. 

If space is considered to be a service, the supply of flexible workspace can be compared to 

management of other services. Just like the managerial decision of having technical management 

in-house or to outsource it, is all derived from how the management of the organisation believes 

value is best created and delivered. Companies who believe the best service is provided to 

customers by having direct contact with their customers, generally have all technical management 

in-house. This can be compared to implementing an in-house concept for flexible workspace, rather 

than outsourcing the service to an intermediary. This business strategy thus makes landlords more 
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compatible for delivering flexible workspace to customers on their own, instead of including an 

operator.  

 

Both Palm (2015) and Matsham and Heywood (2012) emphasises that losing contact with tenants 

could have serious consequences and that outsourcing managerial tasks often means that the 

relationship to the customer is lost to some degree.  Katzler (2017) reasons that the outsourcing of 

managerial tasks is likely to have a negative effect on the profitability due to lost customer contact. 

Williamson (1985) explains that as the customer contact decreases, the control for customer 

satisfaction is also lost and the vacancy risk increases. The vacancy risk for real estate companies 

that keep their managerial tasks in-house would thus be not as high as for companies who outsource 

the majority of managerial tasks. Applied on the supply of flexible workspace, there could be a risk 

for a loss in the customer relationship if there is an operator providing the service instead of the 

real estate company itself. The operator will obviously aim to have a high degree of customer 

satisfaction as well, since the users of their flexible workspace is their customers. It should however 

be said that the relationship between the landlord and final users of the space within the building 

is lost to some degree through outsourcing. The potential of having a more in-depth relationship 

between landlord and tenant is also lost when outsourcing the service to an intermediary. Appel-

Meulenbroek highlights that real estate owners who increase their contact with tenants and actively 

work with retaining the current tenants have the potential to increase their profits. Retaining 

customers can be done in different ways and by providing flexible workspace to tenants, a real 

estate owner is able to meet the varying demands of their customers. British Land have recognised 

Storey to be a stepping stone towards a traditional lease to their tenants. This thinking can be 

applied conversely and there is thus an advantage for a landlord to have the capacity of offering 

complementary premises to tenants in-house as it improves the relationship between the landlord 

and the tenant.  

 

The responsiveness to demands from the customers is closely related to the market orientation of 

the company. As Narver et al. (2004) states, there are two different approaches of developing 

solutions to meet the needs of the customers. The customer-led approach when a real estate owner 

is responding to expressed needs from the customers, which is an essential strategic move to do in 

the beginning of the development of a new business concept. However, as the needs from the 

customers can be observed by other real estate owners on the market, there is a possibility that 

many actors will offer similar products. This initial step has been taken by British Land, AMF, 

Vasakronan, Klövern and Hufvudstaden to varying extent as the development of their concepts 

were led by the customers. The key to be successful when developing a new product and to 

continuously have a competitive advantage is however to be one step ahead of the customers and 

to identify the needs of which they are not aware of themselves. It may be seen as this is the next 

step for the real estate owners to take in order to still be market leading and not getting their 

concepts imitated by competitors.  
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6.3 Risk 

AMF and Folksam are both pension funds and are required to generate a risk-adjusted return to 

their owners but still, they have entirely different opinions on the risk that flexible workspace 

entails. Both companies are also focused on owning commercial real estate in metropolitan areas 

but have different views of what is included in their core business. By looking at the ownership of 

the companies, one may assume that the two companies would have similar assessment of risk and 

business strategies. Their property and facility management, i.e. what is considered to be core 

business is something that differentiates them where Folksam have outsourced everything whilst 

AMF have all functions in-house to control their customer relationships. Both actors aim to reduce 

the volatility in their investments, and even though they are similar, they have two entirely different 

ways of how to achieve their goals. The differences in their business models is not only reflected 

by the way they assess risk, but also through the entire decision-making process as they have chosen 

different pathways regarding managerial decisions and approaches to market orientation.  

 

Having an agreement with Epicenter and leasing space accordingly is a much better deal for AMF 

rather than leasing the same area in a traditional lease. This was explained by the tenant 

diversification that leasing space to several smaller companies, rather than one large tenant, i.e. a 

way for AMF to spread the overall risk in case of a recession. Another aspect of having Epicenter 

in the portfolio is the possibility to lease space that otherwise could not be used for office space 

due to its unfavourable features. It is hence a profitable solution for AMF to have Epicenter as it 

both increases the leasable space and lowers the risk. From the perspective of Folksam, offering 

flexible workspace is firstly, not in line with their business model and secondly, comes with a 

greater risk than traditional leases. As the risk increases with offering flexible workspace, Folksam 

would rather invest in stocks when the risk of real estate approaches the risk, but not the return, of 

stocks. Particularly interesting is the fact there are two different opinions of the possible outcomes 

from flexible workspaces during the different phases of a business cycle.  

 

A reason why some real estate owners are cautious signing short and flexible leases directly to 

tenants is because the length of the leases decreases the value of the building, as long leases are 

valued higher from an appraiser’s perspective. Once again, the difficulty lies in estimating the 

volatility of short and flexible leases which causes a cautiousness when it comes to supplying the 

office market with flexibility. An analogy was made between the real estate industry and the mobile 

phone subscription industry in the sense that even though contracts are short, the mobile phone 

operators still maintain a stable cash flow. Perhaps the real estate industry can learn from more 

customer oriented markets. Humlegården also brought up the ability to diversify the mix of tenants 

in the real estate portfolio by having a coworking operator as a tenant. A way of decreasing the risk 

of offering flexible workspace is to lease the space on a traditional contract to an operator as some 

of the risks are then shifted from the real estate owner to the operator. On one hand, it decreases 

the risk but on the other, it also reduces the profit as the operator is able to charge customers for 

the flexibility.  
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Some actors fear that the operators will not have the ability to pay the rent in a recession. A flexible 

workspace operator may hence be seen as a volatile tenant as the future is uncertain when the 

business cycle enters a new phase. Several of the interviewees also agreed that several of the 

smaller operators would go bankrupt in a recession although larger actors such as WeWork are 

unlikely to fail.  

 

Another consideration when it comes to risk is that it might not only be risky to provide flexible 

workspace but also a risk to not be providing it at all. Several companies stated that it is necessary 

to be able to provide a range of service to the customers as the market changes. All interviewees 

are aware of that there is a risk to be the first one the market to develop something new, which is 

why many real estate owners let someone else show the way and do the mistakes. The perception 

is that the risk of offering coworking and other flexible workspaces has been considered by real 

estate owners, but not the risk of not offering it to the market.  

6.4 Where to locate flexible workspace 

When Atrium Ljungberg previously signed a lease with the coworking operator Convendum, it was 

the most profitable solution for filling up the vacant space. The space which is leased includes 

challenging areas such as a large auditorium, that probably would not be as useful for regular 

tenants and hence difficult to lease. What is a common denominator for AMF, Klövern and Atrium 

Ljungberg, is that space which otherwise would be challenging to lease or not leased at all, now 

can yield the same, or even a higher rent than a traditional office. This is regardless if the flexible 

workspace is an in-house offer or provided by an operator. Having a flexible workspace concept at 

usually lesser performing areas and also in the adjacent more functional space is thereby a more 

profitable solution than only leasing the functional space as a traditional lease. Many property 

owners have also had prudent approaches when it comes to launching their concepts, which is 

probably wise when it comes to trying new concepts. Hufvudstaden offered the Redo-concept in a 

small scale and Vasakronan launched Smart & Klart in a handful of offices that were around 200 

square metres which account for a small fraction of their total portfolio.  

 

An observation which has been made is that there is one strategy that works well – locating flexible 

workspace in difficult space, and then there is an opposite strategy – locating flexible workspace 

in prime locations – which also works well. This works analogously as the different pathways of 

how to structure the real estate management organization; in-house or outsourcing it. The study of 

Palm (2013) showed that two opposites, and completely different pathways with the very same 

intention could be successful for a firm. There are hence no guarantees that one strategy would 

work better than another, and both could be equally good. As mentioned earlier, Storey was located 

in an old warehouse, as it was rather similar to coworking locations and British Land believed 

customers requested something alike. After a few months of experimenting, it turned out that the 

concept performed better in higher quality buildings, as the customers requested a more mature 

environment to work in. It can hence be concluded that flexible workspace does not only appeal to 
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difficult space and lesser performing buildings, but also in more attractive buildings at better 

locations. This thinking does also provide the company with a competitive edge, as described by 

(2010), since most in-house flexible workspace concepts originally developed in both London and 

Stockholm have been located in lesser performing areas, which weakens the competitive edge as 

these locations are usually less sought after. 

6.5 Factors that distinguishes the London market from the Stockholm 
market 

There are several similarities identified from Storey in London and the in-house offers from 

landlords on the Stockholm market. There are however some differences regarding the impact the 

different concepts have had on their respective markets. Storey has been received with open arms 

and it has been experienced as something innovative and also considered to be a distinct market 

offering. On the Stockholm market, the in-house offers have not had quite the same impact as they 

do not differ as much to the traditional leases. The difference of how the concepts are received by 

the market mainly stems from the characteristics of that particular market. In London, the average 

length of an office lease is eight years, while in Stockholm it is four to five years long. As the 

length of a Storey contract is between one and three years, the difference to a regular contract is 

hence somewhat significant. In London, a three-year contract is perceived as a short-term lease, 

while in Sweden it is considered more of a regular lease. It is reasonable to assume that flexible 

workspace in this form will not take as big market shares on the Stockholm market as it has on the 

London market, although it certainly has the potential to grow and be a natural element on the 

Stockholm office market.  

 

Another aspect which distinguishes the two markets is the customer base on the respective markets. 

There is more international business taking place on the London market and it is more of a world 

metropolis than Stockholm. Operators of flexible workspace providing locations around the town 

and around the world are hence more suitable for London than for Stockholm, as there is a greater 

demand for international flexible workspace solutions in London. When providing flexible 

workspace, it is important to comprehend what the target customer looks like in terms of how they 

prefer to work, what they work with and what their demands are. The way people prefer to work 

has changed and this change affects the supply of workspace on the office market. Some industries 

are more likely to request flexibility and a sense of community, and the number of workers in those 

industries has to be taken into account when predicting the development of flexible workspace in 

a certain market. One industry that is known for requesting and preferring flexible workspace is 

the tech industry. Another segment of the market which consumes flexible workspace to a greater 

extent than average is start-ups, as they need to be able to adjust the amount of space they expect 

to need as they grow. Today, Stockholm is responsible for the second-highest number of billion-

dollar tech companies per capita, after Silicon Valley and there are many entrepreneurs and start-

up companies thanks to the hospitable business climate among other factors. With this information 

in mind, it is reasonable to believe that the supply of flexible workspace in Stockholm will continue 
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to increase since the demand will increase as the tech industry tends to request a new form of 

working and workers in general demand more flexibility regarding workspace.  

6.6 The future of flexible workspace in Stockholm 

Regardless if you are operating a flexible workspace of your own or not, it is and will be even more 

important to have it in your portfolio as a real estate owner, Peter Lind at Humlegården said. This 

opinion illustrates the fact that real estate owners must decide how to meet the increased demand 

for flexibility. Because the demand has increased, and it needs to be met in some way, either 

provided in-house or by an operator. Several of the interviewees claims that they are aware of the 

changed demand for workspaces, but there is no common thread indicating their stance and strategy 

on how to tackle this situation just because they are aware of it. The situation may be described as 

a mix of landlords who consciously have acted to meet the demand from the market, but also 

landlords aware of their necessity to constitute a strategy, and lastly landlords that have not 

developed one yet. There are expectations on the development of flexible workspaces in Stockholm 

but it seems like several real estate companies are quite cautious and prefer their competitors to 

break ground first. Many of the interviewees share the belief that there will be more real estate 

owners who develop in-house concepts and that the overall segment for flexible workspace will 

have a larger market-share in the near future. Just as Green (2014) points out, there are several 

tangible and intangible benefits that landlords can obtain by the provision of flexible workspace in 

their properties, although it is currently regarded as risky. As a consequence of the future growth 

and development within this segment, it is rational to agree with Malin Lövemark at Folksam who 

predicts the industry for flexible workspace will become more professional as all actors involved 

become more experienced. As the market becomes increasingly permeated it is probable to think 

that smaller actors and suppliers of flexible workspace will have to make room for the bigger ones, 

as this is part of the natural development of many industries. 

 

The increased supply of flexible workspace will build the awareness of the customers on both what 

to demand and expect regarding the access to flexibility at workplaces. NCC describes it as 

companies will desire to purchase space as a service, which seems like a possible outcome, as 

sharing economy becomes a larger part of everyday life as of today. Having flexible workspace 

within a multi-tenant house will benefit both the landlord as it either brings in more profit than a 

regular lease, or because it adds value to the building as a whole. In addition, it benefits the tenants 

as they have access to space as a service when there is a need for it. The provision of space from 

the landlords is a result of a supply driven market, where the customers are given new opportunities 

of how to use space. It provides the freedom for tenants to be flexible in the way they consume 

space and the size of their company.  

 

In the current thriving business cycle, it is rational to examine what effects a downturn and 

recession would have on the market for flexible workspace. In previous recessions, operators who 

provided flexible workspaces solutions had a hard time surviving as the margins are rather small. 
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A question that has to be asked is if people would request less flexibility in times of a recession, as 

their solvency would decrease, or would they still prefer to still pay for the increased service that 

flexibility entails? Another aspect which has to be taken into consideration is what effect IFRS 16 

will have on tenants’ willingness to sign traditional, longer leases, as it will affect their balance 

sheet. The implementation of the new accounting standards might cause tenants to sign flexible 

leases to a greater extent, or it could also have a smaller impact and not affect the demand for 

flexible workspace and short-term contracts.  

6.7 Identifying success factors  

The real estate industry is notoriously known for being slow at adapting to new trends, and the 

theme for this study is no exception. There is also shared belief that the London market is more 

permeated than the Stockholm market when it comes to flexible workplaces. WeWork among other 

large operators for coworking and other flexible workspace solutions, have taken large market 

shares in London whilst the development in Stockholm is slower, and local operators stand for the 

most prominent supply. Until recently, real estate companies have seen the benefits from offering 

increased flexibility to their customers and British Land launched their own concept in mid-2017. 

There are a few of the larger Swedish landlords that started their own in-house concepts well-before 

British Land launched Storey. These concepts were however not as distinct as Storey and their 

eventual success might have been hampered due to the fact that these have been more or less half-

hearted attempts. It should however be noted that all Swedish companies that have launched their 

own concepts have stated that this has been successful in various ways – either in terms of increased 

profit, leasing space that historically has been difficult to lease, branding causes or the possibility 

for other tenants to gain benefits from the concepts through enrichment of the buildings.  

 

British Land have been experimenting with different solutions on how to offer flexibility in their 

properties. Both in terms of leasing space to the large operators, but also signing a more dedicated 

solution with a revenue share partnering model together with an operator. British Land took the 

development one step further when Storey was launched and since then they have learned a number 

of lessons. Initially, their market orientation had a responsive approach as they listened to the 

customers expressed needs, but the expressed needs are also observable by competitors and the 

response to those needs are possible and likely to be replicated by others. The combination of both 

expressed needs and latent needs of the customers made British Land change their approach and it 

seems like a more proactive market orientation was applied instead (Storbacka and Nenonen, 2015; 

Narver et al., 2004). The development of Storey and the offering was rather distinct in the sense 

that British Land developed a concept that distinguished itself from most competition. The way 

British Land have worked while developing Storey is an example of learning with the market by 

influencing it, rather than adjusting to it. A key for better understanding and greater insights of how 

markets emerge is to work closely to it, which is exactly what British Land has done. A success 

factor in this case may hence be described as learning with the market and influence it, rather than 

learning from it and adjusting to existing rules. 
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British Land also identified the feature of providing all amenities and services required for a 

company to run their business. By providing furniture, internet connection, coffee machines 

etcetera, the landlord has the possibility to charge a premium for the extra service and the manager 

required for offering the service. This is done by having all facility and property management 

functions in-house. This feature was also observed among all of the companies that provided 

flexible workspace either in an in-house concept or through partnering. Klövern, Vasakronan, AMF 

and Hufvudstaden have all real estate management resources, both technical and economic 

management in-house. The reason, as explained by all of these companies was that this was 

regarded to be part of their core business and it being vital for success and customer satisfaction. 

As Quinn (1999) stated, the term core competency is described as something that a company is 

very good at which gives them a competitive edge and the fact that all companies mentioned above 

have their managerial tasks in-house and customer orientation as a core business, seems to give 

them this competitive edge against competitors on the market, and perhaps primarily the operators. 

British Land emphasised the importance of the real estate industry to become more customer 

oriented, both in terms of providing all necessities that steal time from the everyday work for 

businesses, but also listening to what their tenants demand in terms of lease lengths etcetera. If this 

is not done properly, the real estate industry could become a supplier of solely the building, and an 

empty shell and operating companies becoming the supplier of all services, just like the hotel 

industry. 

 

When it comes to developing in-house concepts, it was previously noted that several of the real 

estate companies in Stockholm have had slightly precautious and prudent launches of their 

concepts. British Land and AMF however made slightly more bold approaches. Storey was 

launched with 7500 square metres after British Land had investigated different solutions on how 

to offer more flexibility in both partnering deals and leasing space to operators. In the case for 

AMF, who in 2014 had a building that had to be renovated within two years, they saw the 

possibility to experiment with Epicenter and if a partnering concept were to be profitable. A 

contributing factor was the fact that the other alternative for the building was to let it be vacant, 

which would imply it providing zero revenue. The two-year long trial period for the Epicenter-

partnering turned out successful and the concept was consequently scaled up. Both Vasakronan, 

Klövern and British Land have continued to scale up their offering to various extent and even 

though all three in-house concepts are separate brands, Klövern and British Land have 

distinguished their concepts further by putting the brand under a separate subsidiary company, 

which according to both of these have proven to be successful.  

 

The learning curve for companies developing in-house concepts have been widely different. While 

Klövern mostly provide their concept in lesser performing buildings as to lower their vacancies, 

British Land had an approach where they originally thought their customers wanted coworking-

like settings. The first Storey concept was launched in an old warehouse building as this was 

considered to be the most attractive, but after almost a year of running Storey, British Land have 

concluded that the most sought-after setting is higher standard buildings and have hence 
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reconsidered the business model. Analogously, both AMF and Vasakronan provide their respective 

flexible workspace solutions in more central locations which more or less have resulted in 

companies lining up to locate their businesses in Smart & Klart and Epicenter respectively. 

Vasakronan have stated that they have plans on expanding their concept, both in terms of number 

of locations but also into larger workplaces than they currently have. Their idea is, just as British 

Land’s to provide their flexible workplace concepts in their multi-tenant properties as a way for all 

tenants in the building to gain benefits from the flexibility concept. NCC identifies this type of 

buildings to becoming more common in the future as they have recognised its positive contribution 

to the property and its tenants. Both Vasakronan, AMF and British Land have listened to what their 

customers have wanted and subsequently adjusting their business models into providing what is 

requested and constantly developing their concepts and hence learning with the market. 

Vasakronan have for example, after visiting British Land during the spring of 2018 claimed that 

they will try to provide Smart & Klart in larger volumes than their current 200 – 300 square metre 

offices. It remains to be seen if Vasakronan decides to bundle Smart & Klart into a separate brand 

as to differentiate the offering, something they claim to be a possible future outcome.  

 

Although it might be considered implicit that companies requesting additional flexibility also 

should pay for the increased service. This way of thinking was however not widespread across the 

interviewees, which British Land, on the other hand, have built the business model of Storey based 

upon. In their case, the premium charged for the additional flexibility, not only covers the price tag 

of a traditional lease, but also all auxiliary services and an extra profit that has been priced based 

on the level required to enhance the building, i.e. a risk premium. By doing this Storey is more 

profitable than a regular lease, and even so for the most expensive Storey-locations.  

6.8 A model describing concepts and their application depending on the 

business strategies for real estate companies 

How great is the importance of providing flexible workspace solutions for the real estate owner? 

To begin with, it is observed that the level of commitment from a real estate owner, and their 

inclination towards customer centricity will influence if they are plausible to successfully provide 

solutions for flexibility in their properties. A prerequisite is therefore that they regard flexibility to 

be a common phenomenon in the future landscape for office properties. If not, they are highly 

unlikely to provide solutions for increased flexibility, and instead focus on traditional offices. If a 

real estate owner however regards the current development to continue and mature in the office 

markets across the world, Stockholm included, but also becoming a prominent feature without 

regard to the positioning in the business cycle, then they are likely to provide increased flexibility 

in their properties. As found in the qualitative study, a vast majority of the interviewees were certain 

that flexible workspace will continue to grow in Stockholm even though many were uncertain to 

what degree. There are a number of concepts that has been recurring with the interviewees, but also 

from previous studies which could act as an indicator of how various concepts for flexibility are to 

affect the real estate industry. 
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Even though it could be considered to be a simplification, a model has been created to describe the 

real estate owner’s perception of the growth of the flexible workspace market. Depending on the 

companies’ individual assessment of the future of flexible workspace, an interpretation can be 

made based on their most plausible approach to accommodate increased flexibility. Property 

owners regarding the importance of flexibility to be low will continue to lease traditional offices, 

whilst property owners thinking it will have some importance probably will outsource the concept 

to third parties, i.e. operators of coworking spaces and solutions for flexible workplaces. The two 

most committed types of real estate owners will provide flexibility through partnering deals with 

operators or develop their own in-house concepts. Observing the model, the farther the company 

moves to the right, the more committed they are, and thus considering flexibility to be an important 

feature in the future of real estate.  

 

Figure 7. Continuum describing interviewed real estate companies’ identification of concepts that affect the business 

strategies for accommodating flexible workspace. 

 

The reason for a company to choose their respective strategy and hence approach to flexibility is 

also dependent on their business model and managerial structure. A company that does not possess 

property management in-house, i.e. outsource such functions will probably lack the ability to 

provide the more sophisticated solutions for flexibility, at least an in-house concept. All of the 

companies that have developed in-house concepts or have a partnering deal, have close to zero 

outsourcing. With all property and facility management functions in-house, the company is also 

more likely to be able to provide a fruitful relationship with its customers, as Palm (2015) among 

others have concluded. It would consequently be increasingly difficult for a landlord to provide a 

good relation to its tenants if they also provided flexible workspace solutions as it often includes 

several more tenants and micromanagement than a traditional lease. 
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With the different approaches, it also follows different levels of potential income, depending on 

which approach that is chosen. This is however also strictly simplified and it is likely to believe 

that many new models for income premiums etcetera will be developed as solutions for flexibility 

becomes more mature. It can nonetheless be concluded that outsourcing i.e. leasing space to an 

operator that provides a concept will probably not generate a rent or profit that differs too much 

from that of a traditional lease. This is because the operator needs to be able to have a margin 

between the rent it pays in the lease with the landlord and in turn the membership fee to its 

customers. A landlord does not have the same ability to charge a premium for this, as the margins 

already are low. Moving further to the right, the potential upside from renting space through a 

partnership or an in-house concept will also be reflected in the potential income premium. As AMF 

declared, they were more successful in their partnering deal than they would have been on a 

traditional lease. Landlords choosing the partnering deal also have an ability to create a revenue 

share model with the partnering operating company, or some other solution for creating a mutually 

beneficial arrangement. Here an analogy can be drawn to the retail industry where landlords and 

retailers sometimes have revenue share deals. If a landlord instead provides the concept in-house, 

they control all parts of the value chain which means that they not only have all competence of 

their own property, what rent level its premises should generate, what the building is valued 

etcetera, which allows for the property owner to fully control the adequate rent level and income 

premium for their respective concept. British Land stated they had created an income premium for 

the increased flexibility that they provide through Storey which makes it possible for them to 

calculate not only how much the rent should be to be more income-bringing than a regular lease, 

but also to create value for the building. Another advantage that comes with the in-house concept 

is the full control over customer relations, which could be considered vital for success. At this level, 

it should however be noted that with more committed solutions for offering flexibility, also comes 

another exposure to risk. The opinions for what is considered the riskiest are widely different 

between the interviewees where some regard increased flexibility to lower the risk for the real 

estate owner whilst the opposite side argues it is riskier to have a flexible workspace solution in 

the property. As for now, valuations lean toward it being considered as riskier, which according to 

several of the companies in this study, is about to change as shorter leases become increasingly 

frequent. 

 

Depicted in the model is also the concepts that were identified by several of the interviewees. These 

concepts are features that the provision of flexible workspace creates for a real estate company. To 

begin with it is said that providing flexible workspace is a way to diversify the tenants in the real 

estate portfolio. The real estate company, through the flexible operations is spreading its risk to 

several tenants and thus spreading the risk between different branches of the industry, given that 

the flexible workspace has companies from multiple branches instead of being niched to a specific 

industry. This feature is achieved whether or not the real estate company outsource the concept to 

an operator, if it has a partnering deal or an in-house concept. It should however be noted that this 

type of “diversification” is merely a diversification of tenants and different businesses and not a 

diversification of for example, different types of asset classes.  
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Another feature that was identified was the ability to locate flexible workspace areas that were 

considered to be problematic in terms of them being difficult to lease due to various reasons. This 

thinking was applied by several of the companies having in-house concepts, such as Klövern and 

Vasakronan. British Land stated they originally had this approach but soon realised it would be 

more profitable to locate their Storey concept in higher performing spaces and buildings as it 

enabled them to earn an even higher income premium. The problematic areas approach is also used 

by AMF who located Epicenter in an area which contains both regular office space but also more 

challenging areas. Atrium Ljungberg who signed a 5000+ square metre lease with a coworking 

operator (i.e. outsourcing the concept) had the same solution as AMF, where the premises 

contained both regular space and problematic areas – all leased to a single tenant. The benefits 

from locating flexible workspace in problematic areas can hence be retrieved whether you 

outsource it or provide a solution in-house.  

 

The four remaining features are portrayed with a gradient feature as the effects of these are expected 

to be magnified depending on the level of commitment and as level of importance increases. This 

is because the real estate owner has an increased control of the flexible workspace solution if 

provided in-house. To begin with, having flexible workspace operations allows for the use of such 

areas as expansion space for companies located in the same building in need for temporal space. 

The gradient effect represents the ability for the landlord to affect the use of the flexible workspace 

to accommodate such space to its tenants. It is possible to do this even though the operations are 

controlled by an operator, it is however easier to arrange tenants in a desired way when controlling 

the entire chain. This reasoning is also applied for the feature of the spill-over effects that can be 

captured from having flexible workspace, such as coworking in the property. Similarly, the real 

estate owner’s level of customer orientation increases when providing more sophisticated solutions, 

as this requires more customer interactions. The feature of branding, i.e. the potential benefits that 

the real estate company can draw from having either a partnering deal or an in-house concept, are 

attributed to these two concepts because there are several evident proofs from both the Stockholm 

and London market. British Land claims that putting Storey in a separate company and a 

distinguishable brand makes it more distinct and allows them to receive an advantage rather than 

offering increased flexibility without a specific product. The same reasoning is applicable for AMF 

who have gained a lot of attention by providing Epicenter, although it is a partnering concept. 
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7 Conclusion 

The aim of this study was to explore flexible workspace from the perspective of a commercial real 

estate owner. After investigating how the phenomenon could develop on a less mature market and 

if it fits into the business model for a real estate owner and how they should accommodate flexible 

workspaces in their portfolio, some conclusions can be made. Firstly, flexible workspaces are 

probable to become increasingly important and prominent in smaller markets across the world 

although it is hard to say to what degree. Secondly, the provision of flexibility through different 

concepts could very well fit into the business model of a real estate company, it is rather a question 

of their organisational structure and dependent on their customer orientation. Thirdly, the preferred 

way to accommodate flexible workspaces is conditioned by the in-house resources, risk and level 

of importance that the real estate company assess flexibility to have on the real estate industry, and 

to what degree they aim to meet the market demands in terms of customer centricity and if this is 

considered core-business.  

 

Operators of flexible workspaces are currently altering the mentality for their occupiers who have 

realised they have the possibility to demand more from their landlords. This allows landlords to 

either be compliant and offer what the customers ask for, alternately do nothing and risk to become 

fruitless. The operators might currently be the most knowledgeable, as they have been operating 

for quite some time. But as real estate owners already control the assets where they potentially can 

locate their own concepts, they are in a better position to expand as they already have the scale and 

funding necessary for developing a concept and exposing themselves to the risks involved.  

 

A problem for the industry at large is the myopic behaviour of the property owners. Almost all 

interviewees have acknowledged that there is a change happening in the market and that flexibility 

will become more prominent in the future. There is yet a reluctance to act since the incentives to 

do so are too weak due to the presently low vacancy rates. Everybody in the industry is well aware 

that the business cycle will turn at some point and the vacancy rates will rise, but still there is a 

hesitancy. A clear majority of the interviewees agreed that flexibility will be more sought after in 

a recession because of the increased uncertainty that exist in economic downturns. Maybe 

freelancers and self-employees will not request flexibility in fancy locations to the same degree in 

a rescission, but rather prefer other alternatives. Larger companies however still need a location for 

their employees to work from, and thanks to the uncertainty that follows from the recession these 

companies will probably ask for a higher degree of flexibility in the downturn. They will request 

shorter leases and the possibility to quickly rearrange their businesses depending on their growth 

in the weaker times. Some real estate companies have realised this fact but still wait for the 

economy to change before adopting to the demand for flexibility that is likely to increase. Other, 

more farsighted property owners have adapted their business models well-before the downturn 

comes. It should nonetheless be noted that the reason for why many real estate companies have not 

yet started to implement solutions on how to offer increased flexibility is because the industry is 



 

74 

slow at embracing new trends in general. In the more mature markets, such as London, the 

development from mainly operators has had a positive impact on the office market which can be 

reflected in its fast growth recent years. The future for flexible workspaces is yet to be seen, as 

some expect that a recession will cause a fatal blow to the industry at large, although many argue 

that flexibility is here to stay, and that the office industry is moving towards a paradigm shift. This 

can be attributed to the fact that the demand for flexibility cannot solely be accredited to the 

booming economy, but rather an array of factors, such as the changing workstyles and preferences 

of the generations that are currently entering the work life. The development for a less mature 

market such as Stockholm will probably not be as conspicuous as in London since it is a smaller 

market with leases that already are short and less international business taking place here. The 

evolution of flexible workspaces will however continue in Stockholm and other markets with lower 

penetration rates, and concepts for flexibility will in time probably become a common feature in 

many cities across the world. In terms of operators, it is probable to believe that a number of larger 

operators will outcompete the smaller actors whilst real estate companies have a lot of potential to 

take market shares by offering their own concepts. 

 

So how should a real estate owner act in order to be proactive? There is of course no unambiguous, 

fool-proof approach for how to adapt to the growth of flexibility in workplaces. All depending on 

the business model for the real estate company in question, and their aspirations on being customer 

oriented, the strategies will vary. What however could be said is that the future probably will 

involve increased levels of flexibility in workplaces, whether or not real estate companies are 

accommodating this, or if it is in the control of the operators. The operators are likely to increase 

their market share of owning real estate to lower their margins which is also why real estate 

companies should counteract and provide concepts themselves, given that real estate companies 

still aspire to be responsible for the customer relations. A successful approach for landlords to 

create value in their properties is hence to provide flexible workspace in multi-tenant buildings as 

to obtain all the benefits that can be drawn from having this in their properties, i.e. benefitting from 

the spill-over effects. In addition, the flexible space can be used, both as the typical coworking 

space, but also as expansion space for the other tenants in the building. There is a potential for the 

property owner to develop a concept of their own in order yield a higher return which requires a 

high level of customer orientation. A solution with an operator would however also be successful 

since it shifts all responsibilities to a third party instead of managing the space with all the specialist 

competence required to do so. The one big shortcoming that the outsourcing entails is the loss of 

customer relationships and control which according to Matsham and Heywood (2012), Katzler 

(2017) and Palm (2013) is vital for being both successful as a landlord but also being more 

rewarding in terms of income. A profitable approach is thus to provide the concept in-house or 

through partnering, as it is the most customer oriented strategy that generates the possibility to 

manage your customers in detail. By not choosing the outsourcing-strategy, and instead having a 

closer connection to your tenants, the likelihood for retrieving valuable information about future 

needs of the customers is gathered which allows for relocating tenants as they grow or their 

business changes. This was also pointed out by British Land who noticed that they could use Storey 
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as a stepping stone towards signing a traditional lease, as their Storey-tenants successively grow 

out of the short leases and shared space that Storey provides. This type of tenant retention is not 

possible to obtain if the customer contact is outsourced, as an operator probably not feel concern 

about where their tenants move if their business grow out of their flexible workspace concept. A 

landlord providing the concept on the other hand, has an ability to retain tenants in their portfolio 

as their needs change. Just as Appel-Meulenbroek (2008) concluded, that landlords had the 

possibility to increase their profits substantially if they managed to retain their tenants as tenats 

seldom feel any kind of loyalty towards their landlords.  

 

If providing flexible workspace is in line with the business model of a real estate owner is rather a 

question of the organisational structure and aspirations for the individual company. Many 

companies think that providing increased concepts of flexibility will become part of their business 

model whilst others already consider it to be rooted into their strategy as they aspire to be customer 

oriented with a constant focus on learning with the market. A real estate owner seeking to stay 

competitive, customer compliant and considering this thinking to be their core-business should 

however examine different approaches on how to offer increasing levels of flexibility in their 

portfolio – at least those who have the resources in terms of in-house property and facilities 

management and the willingness to try something new. 

 

This study contributes to research as it provides an insight to how concepts of flexible workspace 

can be accommodated in order to generate advantages for a real estate owner, plausible 

development of flexible workspace solutions on a rather immature market for such concepts, and 

different perceptions of how risk and accommodating flexible workspace are related to each other. 

The study also contributes to the development of business as it clarifies the possibilities associated 

with the different concepts of flexible workspace.  
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7.1 Limitations 

When performing the study, there were several limitations that affected the outcome. There was no 

access to detailed business plans to examine how agreements between landlords and operators or 

partners are constructed. It was therefore not possible to evaluate how the profitability is affected 

in detail. It would have been interesting to do this study during a longer period of time to observe 

if the perception of flexible workspace would change and how the market would change over time 

as the development is currently occurring at a high pace. Another aspect which limited the study 

was hence the amount of time available.  

7.2 Suggestions for further research 

An interesting addition to the study would be to interview the operators of flexible workspace 

concepts to get a perception of how they regard their business is received by the real estate owners. 

A future study where the focus is on the operator’s perspective rather than the real estate owner’s 

perspective would also be of interest. Additionally, it would be interesting to examine the aspect 

where the operators become real estate owners as they currently are acquiring real estate. In a 

situation where operators become real estate owners and real estate owners provide flexible 

workspace concepts is an interesting relationship to investigate.  

 

Moreover, an interesting study would be the investigation of the business models for the operators, 

which also allows for an examination of the risks and profits. This study has highlighted some of 

the risks involved in providing flexible workspace concepts, this is however something that could 

be investigated more in-depth, both in terms of how the value of the underlying property is altered 

in terms of risk and return, but also other risks that comes with providing higher degrees of 

flexibility. In addition, it would be of interest to examine the agreements between landlords and 

operators and the effects on elastic components in the contracts. In the retail industry, it is rather 

common with revenue-based lease and it makes one wonder how common it is in the industry of 

flexible or shared workspace.  
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9 Appendix A – Interviewees 

Company Name Role Date 

British Land James Lowery Strategy Executive and Co-head of Storey 2018-03-13 

Klövern Oscar Frånlund Business Developer 2018-03-28 

Skanska Fastigheter Stockholm Fredrik Bergenstråhle CEO 2018-03-29 

Atrium Ljungberg Monica Fallenius Head of Transactions and Establishments 2018-04-04 

AMF Fastigheter Mats Hederos CEO 2018-04-06 

Folksam Fastigheter Lars Johnsson CEO 2018-04-09 

Folksam Fastigheter Malin Lövemark Asset Manager 2018-04-09 

British Land Joff Sharpe COO and Co-head of Storey 2018-04-09 

Skandia Fastigheter Anders Kupsu CEO 2018-04-11 

Hufvudstaden Peter Lövgren Head of Transactions, Analysis and Valuation 2018-04-11 

NCC Development Irene Öman Property and Account Manager 2018-04-12 

NCC Development Robert Bolmgren Head of Sales 2018-04-12 

Fabege Charlotta Liljefors-Rosell Head of Property Management 2018-04-12 

Vasakronan Fredrik Wirdenius CEO 2018-04-13 

Humlegården Peter Lind Head of Property 2018-04-27 
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