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Abstract 

With the advancements that have taken place in technology the recent decades, it is now 

possible to work anywhere and at any time. Coworking space is the type of flexible workplace 

that is currently growing the fastest and comprises a workplace shared between several 

companies and individuals with emphasis on collaboration and knowledge sharing. With 

benefits such as cost efficiency for members, it is now questioned how the companies that offer 

coworking make it work financially. This thesis investigates the profitability of coworking 

companies and whether they are persevering enough to survive an economic downturn or 

recession. 

By examining the Stockholm market’s nine largest coworking companies' annual reports, 

interviewing them and experts from different areas on the market, these questions have been 

answered. In order to further assess the potential of the new market segment, the current 

economic climate has been compared with the IT-bubble in 2001. Further, the financial position 

of the coworking companies has been set against the business model of hotels. Through a data 

collection that is both qualitative and quantitative, the results have been discussed thematically. 

From the study it was concluded that coworking operators are economically weak with low or 

no profitability. By developing their business model in accordance with the one  of hotels, 

companies are expected to improve their financial position. This is done by overbooking 

flexible workplaces and in detail work with profit per workplace to increase the total return. 

The coworking companies' rental cost to their property owners one of the largest expenses and 

thus also decisive. For companies to be able to operate in the long run, revenue sharing rent is 

recommended. Experience, strong ownership, central location and diversification of members 

are recognized as success factors. Regarding the coworking companies' sustainability in 

economic downturns, they are also considered weak. Given their deficient financial statements 

and balance sheets, they lack the margins and qualifications to endure an economic downturn 

or recession. A consolidation is expected to take place where survival of each coworking 

operator depend on new customers to leave conventional leases and prioritize flexibility. 



  

Furthermore, the study has shown the economic climate today to resemble with what led to the 

IT-bubble in 2001, which in turn signals for a coworking bubble. A pattern of increased demand 

for service in the office market has also been discovered. What we are seeing today is the 

beginning of a change on the office market - a servicification that requires a fundamental change 

in the office sector's business model. 
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Sammanfattning 

Med de framgångar som skett inom teknik de senaste decennierna är det idag möjligt att arbeta 

var och när som helst. Coworking space är den typ av flexibel arbetsplats som just nu växer 

snabbast och innebär att arbetsplatsen delas mellan flera företag och individer samt 

understryker samarbete och kunskapsdelning. Med fördelar såsom kostnadseffektivisering för 

medlemmar ifrågasätts nu hur företagen som erbjuder coworking får det att gå ihop ekonomiskt. 

I den här uppsatsen belyses coworkingföretagens lönsamhet och om de är uthålliga nog att 

överleva en ekonomisk nedgång eller lågkonjunktur. 

Genom att för Stockholmsmarknaden undersöka de nio största coworkingföretagens 

årsrapporter, intervjua dem och experter från olika områden av marknaden har dessa frågor 

utvisats. För att ytterligare kunna bedöma potentialen för det nya marknadssegmentet har 

dagens ekonomiska klimat jämförts med vad som ledde upp till IT-krisen 2001 samt 

coworkingföretagens ekonomiska ställning ställts mot den affärsmodell som hotell använder. 

Genom en datainsamling som både är kvalitativ och kvantitativ har resultaten diskuterats 

tematiskt. 

Studien har mynnat ut i en slutsats om att coworkingoperatörer är ekonomiskt svaga företag 

med låg eller ingen lönsamhet. Genom att utveckla sin affärsmodell efter den som hotell 

använder förväntas företagen kunna förbättra sin ekonomiska ställning. Detta görs genom att 

överboka flexibla arbetsplatser och på detaljnivå arbeta med vinst per arbetsplats för att öka 

den totala avkastningen. Coworkingföretagens hyreskostnad till sina fastighetsägare är en av 

de största utgifterna och därmed också avgörande. För att företagen ska kunna verka i längden 

rekommenderas omsättningsbaserad hyra. Erfarenhet, starkt ägandeskap, central lokalisering 

och diversifiering av medlemmar ses som framgångsfaktorer. Gällande coworkingföretagens 

uthållighet i konjunkturnedgångar, bedöms dem också svaga. Med hänsyn till bristande 

resultat- och balansräkningar har de inte marginaler eller förutsättningar nog att utstå en 

ekonomisk nedgång eller lågkonjunktur. En konsolidering väntas ske där coworking-

operatörernas överlevnad hänger på tillskott av nya kunder som väljer att lämna konventionella 

hyresavtal och prioritera flexibilitet. 



  

Ytterligare har studien visat på att det ekonomiska klimatet idag också liknar det som ledde 

fram till IT-krisen 2001, vilket i sin tur signalerar för en coworkingbubbla. Det har också 

uppdagats ett mönster av ökad efterfrågan på service på kontorsmarknaden. Vad vi nu ser början 

på är en förändring i kontorsmarknaden - en tjänstefiering som kräver en fundamental 

förändring av kontorssektorns affärsmodell. 
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1. Introduction 
In recent years, the shared-economy has evolved to start to replace traditional ownerships with 

temporary ones. In the real estate industry this has come to change the way of thinking of an 

office as there today exist offices shared by several companies and individuals. With the aim 

of increasing collaboration, accessibility and spur innovation, these offices have gotten their 

name Coworking space (Baum, 2017). The first official coworking space, as it is known today, 

was set up in San Francisco year 2005 and since then, the market for coworking has been 

booming (Orel and Rus 2015).  

The intention of coworking spaces is to offer an alternative to working in a classic office, at 

home or in a café, where community and work is intertwined. To be a part of a coworking space 

you are obliged to pay a monthly fee which in turn makes you a member (Orel and Rus 2015). 

Normally, the target group for members consist of small- and medium sized enterprises (SME) 

and freelancers (Moriset 2013). Together, the members share office equipment in an open-plan 

environment (Laing 2014). Further, it was distinguished in a two-year study of nine coworking 

spaces in Austin, Texas, that there are two types of coworking spaces. One emphasizes 

collaboration among its participants and at the other one members work alone in a shared space 

where the community is an instrument to enrich business networks (Orel and Rus 2015). This 

separation is in line with an earlier classification of coworking spaces divided in three models: 

franchise, cooperative and community (Silicon and Sentier 2009). 

Although coworking is a rather novel concept, its many benefits have been studied several 

times. As far as contributing to an office which enhances collaboration and social networking, 

researchers agree on the matter (Capdevila 2013). During the past few years there has however 

been an underlying concern about how the operators of coworking finance these spaces, despite 

the obvious income in terms of fees from members (Orel and Rus 2015). In fact, operators often 

depend on finding alternative resources, for example though public subsidies, sponsoring from 

larger corporations and sales of services such as rental meeting rooms, seminars and coffee 

shops (Moriset 2013). Yet they have a hard time to break even (Orel and Rus 2015). 

Additionally, the typical members - SMEs and freelancers, are sensitive to market fluctuations 

(Moriset 2013). Thereto, a property owner with only a few tenants in a property or a coworking 

operator solely, will increase the risk of tenant default (Ambrose et al. 2018). Yet the coworking 

movement in North America and Europe may have gotten its energy from the boom and bust 

of 2008. Spain, which was one of the worst affected countries amongst advanced economies, 

had the second largest amount of coworking venues in Europe and the world’s highest ratio of 

facility per inhabitant year 2013. This is partly thought to be the result of cheap office rents at 

the same time as corporations offered low salaries which motivates creative workers to instead 

act on their own and build collaborative communities outside large enterprises (Moriset 2013).  

Inevitably, this raises questions about what will happen to coworking spaces the next time the 

business cycle changes and heads for a recession. Sustainability and growth potential of 



 

2 

 

coworking spaces are also factors in need of discussion as Moriset (2013) describes the situation 

today as a “coworking bubble”. The researcher states that there is a shift in office leases and 

that coworking is an anchored concept in creative and major business cities, although the 

uncertainty of economic profitability still remains. With the aim of filling a gap about 

profitability and survival of coworking in the existing literature, this thesis will investigate the 

following: 

 When do coworking operators become profitable?  

 Are coworking operators persevering enough to survive an economic downturn or 

recession? 

 Will coworking affect the current business model used in the office market?  

1.1 Model of conceptualization 

To answer the questions of this thesis, annual reports of coworking operators will be studied 

firstly. This will give insight about the problem on a corporate business level. Then, since 

coworking is a new phenomenon, a mature industry's business model will be analyzed. The one 

of hotels will be used as a reference point. On the same note, coworking has not properly 

experienced a recession and to foresee how a new market segment is likely to react, the past 

event of the IT-crash in 2001 will be used as a second reference point. This will answer to the 

problem on a macro-economic level. Subsequently, aspects on the reference points and 

coworking will be gathered from coworking operators and experts in different fields of the 

business. Lastly, the acquired information will form a foundation from which knowledge will 

be applied onto coworking. This means that the following questions have to be answered before 

addressing the main problems of the thesis.  

 What does the model for profitability look like for hotels? Are there any similarities 

between the coworking business and the hotel industry?  

 Are there any similarities with the market climate leading up to the IT-crash year 2001? 

Any reason to worry? 

1.2 Delimitations 

The research is limited to coworking in Stockholm, Sweden. Thereto, the thesis is restricted to 

provide information about the Stockholm market only. This entails that the results from the 

thesis only are applicable on Stockholm. Similarly, the study is limited to investigate in 

coworking operators with at least two office spaces where at least one must be placed in 

Stockholm. In other words, the whole coworking sector is not involved, meaning there is a 

probability that other operators outside this study would have provided information different 

from the one collected. The study does not cover members’, operators’ or real estate owners’ 

perspective explicitly in the matter, but the phenomenon in general. 
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1.3 Disposition 

 

Chapter 1 - Introduction 

Presentation of the topic studied, research gap and formulation of problem.  

Chapter 2 - Literature review 

The progress of the phenomenon of coworking in previous research is presented. 

Chapter 3 - The Context: Sweden and Stockholm 

A description of the economic situation in Sweden and the office market in Stockholm. A 

contemporary presentation on coworking is also found. 

Chapter 4 - Portrait of reference for the study 

The business model of hotels is presented and the IT-bubble examined. 

Chapter 5 - Theoretical Framework 

A section which specifies the theories which will be applied to the data collected when 

analyzed. 

Chapter 6 - Method and data  

This chapter aims to present how the research questions are to be answered through describing 

the way data will be gathered and analyzed.  

Chapter 7 - Empirical findings 

This section presents the empirical results which were gathered from the financial statements 

and interviews. 

Chapter 8 - Analysis 

Empirical findings are discussed and analyzed with respect to the theoretical framework. 

Chapter 9 - Conclusion 

The main outcome of the study is presented in form of answers to the research questions. 

Limitations of the study and suggested further research are also found in this section. 
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2. Flexible space and coworking 

This chapter elucidates progress of the phenomenon of coworking in previous research. Despite 

the solutions presented below, there exists a Swedish name for a concept called 

“Kontorshotell” or “Office Hotel” in English, which cannot be found in research papers. The 

concept is therefore excluded from the theoretical framework.  

2.1 Flexible concepts through time 

In line with the development of information and communication technology (ICT), the way of 

working has developed. From being dependent on space, location, time to work and holding 

meetings, it is now possible to introduce new ways of working (Kyrö and Artto 2015; Bueno et 

al. 2018). Today, an office space supposes to accommodate mobile and collaborative work and 

agree on objectives of a workspace are to increase productivity, flexibility, creativity and 

interaction as well as reduce cost and environmental impact (Kojo and Nenonen 2017). 

According to Gerdeniitsch et al. (2018), work space can be distinguished through three different 

dimensions. These are: Location, layout and use. Location is divided into conventional and 

telecom, whereas layout is either cellular or open-plan. The third-dimension underlines type of 

usage which can be fixed desk alternatively desk sharing. Combining these parameters, there 

exist different variants of flexible and ICT based offices (Gerdeniitsch et al. 2018). 

The former way of working in cellular offices does no longer meet the employee requirements. 

From which the need of a new office type originates. Activity based office is one form of making 

a traditional office more flexible and interactive by rearranging the physical environment from 

fixed workspaces to desk sharing. These kinds of offices evolved in the 1960’s - 1970’s and 

from this era research has concluded different findings on employee satisfaction with activity-

based offices (Gerdeniitsch et al. 2018).  

Henceforth, telecenters enabled employees to work remotely and still be able to communicate 

with the main office through ICT (Bueno et al. 2018). Telecenters were established around 

1970’s in California and 1980’s in France. The aim of the first centers were to act as satellite 

offices or a work center for the neighborhood. The centers are strategically located at premises 

equipped with computers and telecommunication systems. Telecenters are usually shared 

among different companies and are leased for a short-period. Further, telecenters normally need 

public financial support (Kojo and Nenonen 2017). 

In the 1980’s the concept of several offices went under the name “Serviced office”, which 

implicated an office where a traditional workspace setup was organized under flexible lease 

contracts according to JLL (2019). Kojo and Nenonen (2017) agree but add that these 

accommodations could be single-tenant facilities as well and that the concept of serviced offices 

started evolving earlier, in the 1960’s, and subsequently grew rapidly in the 1980’s and 1990’s. 

However, it normally includes: reception, administration, conference and meeting rooms, 

furniture, office equipment and telecommunication (Kojo and Nenonen 2017). The size of the 

tenants can differ and includes start-ups, SMEs as well as major companies and project groups 
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within large corporations. Further, the lease contracts are usually short and can vary from hours 

to years with a rent based on price-per-head according to Kojo and Nenonen (2017). The service 

in the different types can vary as well. Serviced office is still offered on the market and still 

grows (JLL 2019). 

As a product of the growth of different flexible workplace concepts came coworking, the most 

prevailing label and type of flexible space today which grows the fastest (Leclercq-

Vandelannoitte et al. 2016). Coworking brands are estimated to have been around for almost as 

long as serviced offices, although it did not get its upswing until after the Global Financial Crisis 

2008. It is in one way an extension of serviced offices as it also underlines service (JLL 2019). 

Kojo and Nenonen (2017) describe coworking as co-localization of heterogeneous corporates 

and individuals where equipment and a facility to some extent is shared among the users. Laing 

(2014) further describes it as an open plan environment with various settings for concentration, 

collaboration and social activities. Members are usually freelancers, start-ups and SMEs (Laing 

2014; Kojo and Nenonen 2017). JLL (2019) states that coworking space was pioneered by start-

ups and entrepreneurs in search for a workspace that emphasized collaboration, openness and 

innovation. With this foundation, flexible space was given a new approach consisting of design, 

amenities and culture to enable for knowledge sharing to take place. With time, the coworking 

operators have adapted their space to in addition to coworking also offer private offices. JLL 

(2019) calls a workspace facilitating coworking in combination with a private office a “Hybrid”.  

2.2 The business model 

The word business model was defined by Magretta (2002) as “The logic of how enterprises 

earn money and in turn how value is provided to the customer and captured by the enterprise”. 

Another author, Drucker (1954), stated a good business model to answers the following 

questions “Who is the customer and what does the customer value? What is the underlying 

economic logic that explains how we can deliver values to customers at an appropriate cost?” 

Business models in general can also be explained as structural templates of how firms run and 

develop their businesses on holistic and system-levels (Spieth et al. 2014; Zott and Amit 2013). 

In accordance with Zott and Amit (2007; 2008), there are two types of business models: 

efficiency-centered or novelty-centered. Whilst efficiency-centered business models intend to 

scale down on transaction costs through limiting provided content, novelty-centered business 

models embrace new content and connect actors and activities in innovative ways. This entails 

companies with efficiency-centered business models to run under clear governance and cost-

leadership market strategies while novelty-centered ones are flexible in governance and allow 

for greater differentiation in market strategies (Zott and Amit 2008; 2010). Essentially, there 

are three elements which the two types are operating under which designs a business model: 

Content, structure and governance of which all are highly interdependent (Zott and Amit 2010). 

Moreover, changing a business model can be demanding as it means changing an entire activity 

system. When responding to tough economic times or when exploiting a new opportunity, 

reinventing the business model is usually not the first aspect a manager has in mind (Zott and 

Amit 2010). 
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Applying the business model perspective to the phenomenon of coworking spaces, Bouncken 

et al. (2016) state different concepts of coworking adapt different business models from 

efficiency- to novelty-centered. For example, a coworking space in an old factory which reduces 

offers to a narrow content and addresses less wealthy clients is using an efficiency-centered 

model. Conversely, a novelty-centered design has a content of new activities linked to a 

structure of renting out resources and providing service. For instance, coworking-spaces can 

develop different membership models covering different layers of value creation which include 

or exclude access to infrastructure and services in a specific service package. Another source of 

income for coworking operators is selling complementary goods such as food and drinks at their 

premises and charge a relatively high price for it (Bouncken et al. 2016). Added by the authors 

is that coworking companies need to understand how new strategies and practices best can be 

applied to coworking spaces. 

2.3 Real estate owners’ take on coworking  

According to Green (2014), an issue with coworking is that the increasing popularity in shared 

workplace not has correlated with office landlords’ interest to develop these spaces. In fact, 

landlords are one of the slowest adopters to the thriving trend as they find it more comfortable 

leasing to large corporations and qualified service firms. Coworking operators have from a 

landlord’s perspective seemed risky and edgy, in spite of those that have welcomed it, who have 

experienced both tangible and intangible benefits. With this said, property owners have been 

considered to drag behind the coworking operators in development of the new paradigm of 

coworking (Green 2014). 

Thus, supply and demand for flexible space have been a one-sided equation where demand has 

increased while the supply side has not (O’Roarty 2001). Crosby et al. (2003), discuss the 

mismatch between tenants and landlords, where landlords do not offer the amount of flexibility 

that the tenants are requiring. Even if property owners are slow adopters, there exist benefits 

for them to house office sharing space in their units. When sharing office, space per worker can 

be reduced by twenty-five percent and thereby increasing the total number of people in the 

facility. This results in lower occupancy costs (Miller 2012). O’Roarty (2001) further states that 

the understanding of risk and reward for flexible leases is increasing. 

In a weak economic climate however, tenants negotiating power increases, which leads to 

landlords having to meet the requirements (French and Jones 2010; Rasila 2010; Halvitigala 

and Zhao 2014). To maximize occupancy satisfaction, the return for the landlord maximizes as 

well (Halvitigala and Zhao 2014; Sayce et al. 2007). With the introduction of flexible space, 

the demand for it has also increased at the same time as companies are cutting down on their 

space requirements on conventional offices. It is important for landlords to meet tenants’ 

requirements (Halvitigala and Zhao 2014). The acceptance among property owners for multi-

tenant and mixed use-buildings has also increased. The acceptance for letting office space to 

small- and medium sized companies is likely to increase as well (Harris 2016). Further, Harris 

(2014) suggests property owners to manage people rather than buildings when demand has 

shifted from “hardware” to “software”. 
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2.4 Successful parameters 

With the rapid increase of coworking, several success factors have been studied. Namely its 

aggressive growth is supported by the advancing technology which has evolved the way of 

working and shifted the structure of the economy. SMEs as well as self-employments have 

grown rapidly since the Global Financial Crisis in 2008. These are businesses that benefit from 

the provided level of service and the freedom to change their contract with short notice (Moriset 

2013; Gerdenitsch et al. 2016; Gandini 2015). The same factors have been noted by Leclercq-

Vandelannoitte and Isaac (2016) that point out the increase of enterprises and start-ups being 

the reason for the need of flexible workspace. Start-ups have more volatile numbers of 

employees in comparison to well-established companies, which makes the need for flexibility 

high. Also, the communication and information technology offered today enables individuals 

to work anywhere and on their own, meaning it does not necessarily have to be in a typical 

office (Leclercq-Vandelannoitte and Isaac 2016). Financial requirements to become a member 

or tenant at a flexible space are not as strict as for traditional leases, which can be favorable for 

newly started businesses. This could be an explanation as to why the majority of coworking 

users are freelancers and SMEs (Vidailette and Bousalham 2018). 

Furthermore, people work more individually today which increases the need for new and 

flexible office solutions, such as coworking. Many of these workers usually sit at coffee shops 

to decrease the feeling of loneliness and isolation, which now can be eliminated through 

coworking (Garett et al. 2017; Orel and Rus 2015; Spinuzzi 2012). Capdevila (2013) also 

discusses the issue of isolation for freelancers and adds the problem with self-motivation and 

distractions that occurs when working at home or in a coffee shop. Concerning the location of 

coworking spaces, good address in the city’s prime locations and central areas are most suitable. 

Coworking spaces situated near the home of the members are also preferable. (Capdevila 2013). 

Moreover, flexible space is seen as a way of reducing costs, drive innovation, productivity and 

business development at the same time as it favors collaboration and community (Botsman and 

Rogers, 2011; Capdevila 2013). Flexible contracts enables quick access to new, less, more and 

temporary space (Bouncken et al. 2016). Even well-established corporations  have identified 

the efficiency, productivity and creativity increase in an open office environment. With the 

changing attitudes at corporations recognizing flexibility and agility differently than before, 

one can today see how traditional companies have developed their own “internal coworking 

space”. This is done in terms of activity-based workspace in an open plan environment with 

mobile workplaces, desk-sharing and mixing employees from different departments to work 

close to each other (Leclercq-Vandelannoitte and Isaac 2016).  

Capdevila (2013) discusses clustering as one of the reasons for making coworking a successful 

office solution. Like-minded people can work together and help each other in business. 

Clustering is according to Capdevila (2013) optimal when mixing a workspace with large firms 

that have a higher inertia and can act as anchor firms together with small enterprises that have 

a higher explorative competence. The mix of large and small firms within the same workspace 

can limit the risk of future market changes. Low diversification among the members could 

otherwise be a potential risk in a future recession (Capdevila 2013). 
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3. The context: Sweden and Stockholm 

This section aims to provide a context for coworking through presenting the current conditions 

on the Swedish market and Stockholm office market. The flexible office market in Stockholm is 

presented specifically.  

3.1 The financial situation in Sweden 

After the Global Financial Crisis of 2008 followed a long economic downturn in Sweden. It 

was not until year 2015 that a period of strong growth took off, a period which still is ongoing 

although, its peak was reached 2018. Moving into 2019, Konjunkturinstitutet (2019) announced 

a decrease in the amounts of investments, less optimistic businesses and in particular 

households. The overall economy is slowing down, illustrated with a less progressive BNP than 

last year. Further, the inflation rate is not expected to reach its goal of two percent during 2019. 

Also, the currency of the Swedish crown is weak resulting in an increased competitive position 

for the Swedish the export industry yet a less attractive currency (Konjunkturinstitutet 2019).  

In addition, the repo rate has been kept negative during the two first quarters of 2019, though it 

increased from -0,5 to -0,25 percent in January 2019. Riksbanken, the Swedish central bank is 

however planning on increasing the repo rate, but due to the inflation pressure being weaker 

than expected, the repo rate will stay at -0,25 percent for a longer time than expected 

(Riksbanken 2019). Moreover, the employment rate on the Swedish labor market has increased 

rapidly over the recent years. The economic upturn is stabilizing, yet an economic boom is a 

fact. Further, households’ expectations about the future financial situation are more pessimistic. 

Though, their consumption is increasing in correlation with their increasing disposable income 

at the same time as the public saving is low (Konjunkturinstitutet 2019).  

3.2 Briefly about the Stockholm office market  

2018 ended up a strong year for the office rental market in Stockholm as economic conditions 

were favorable. With a limited supply and high demand rents continued to climb and onto 2019, 

the same conditions remain. Modern premises close to public railbound transport and service 

are of greatest interest, both in the central business district (CBD) and in sub-markets. The 

majority of the activity is driven by tech companies and the data industry. Out of the 

approximate 300 000 square meters of office space under construction, fifty two percent is pre-

let. Prime rents in the CBD rose and during 2019 it is estimated to SEK 7 500 per square meter 

and year, which can be compared to the highest signed lease at SEK 9 000 per square meter and 

year. Concerning investments, domestic actors continue to dominate although foreign players 

are active on the market as well. Prime yields remain low and stable (JLL 2019). 
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In recent years, one can observe a change among real estate owner’s view of coworking. During 

2018 and 2019, it is possible to find several newspaper articles written about real estate owners 

starting their own flexible concepts and buying shares in existing coworking companies. 

Examples of real estate owners which recently announced their own concepts are Vasakronan, 

Profi, Hufvudstaden, Atrium Ljungberg and Fabege (Dagens Fastighetsaktie 2018; Engström 

2019a; Engström 2019b; Engström 2019c; Bergström 2019). Further, Castellum has acquired 

the coworking company United Spaces and Wallenstam, which is another property owner, has 

purchased twenty-five percent of the shares in the coworking company Convendum 

(Fastighetsvärlden 2018; Bergström and Engström 2019). Prior to this, the only known 

partnership between a real estate owner and a coworking operator was Epicenter, which had an 

agreement and operated in an AMF premise (AMF 2018). In Stockholm, the amount of flexible 

space is currently 180 000 square meters representing 1,5 percent of the total office stock (JLL 

2019). 

During 2019, the international coworking operator WeWork is opening in Stockholm at a 

premise consisting of 10 000 square meters (Wredenmark 2018). This company was founded 

in 2010 and is one of the largest within flexible space - Operating 666 spaces in 115 locations 

in the world as of May 2019 (WeWork nd). The operator has almost tripled its amount of spaces 

in one year and although their revenues have doubled, so have their losses (Lash 2019). Thereto, 

WeWork has increased in value from 42 billion dollars to 47 billion dollars within one year. 

This can be compared to the values of twenty five of the largest property owners in Sweden, 

which together were valued less than Wework (Avanza 2018).  

 

 

 

 

  



 

10 

 

4. Portrait of reference for the study  

The following subjects demonstrate models and situations coworking can be benchmarked 

against. The business model of hotels and the IT-bubble of 2001 are presented. 

4.1 The business model of hotels 

Coworking spaces are similar to hotels in the way that coworking operators may not own the 

buildings they are active in. The space is generally leased from a real estate owner and the 

coworking operator provides the space accompanied with services to its members (Bouncken 

and Reuschel 2018). A hotel is an intermediate between its guests and the real estate owner. 

The correlation with hotels has further been affirmed by Hans Wallenstam, who is one of the 

investors in Convendum, who described Convendum’s business model as providing office 

space as a hotel chain offers rooms (Leijonhufvud 2018).  

When further analyzing how hotels’ performance is measured, occupancy rate turns out to be 

the most widely used estimation. This is done through dividing the number of occupied rooms 

with the number of available rooms. Several studies have identified that a high occupancy rate 

usually is associated with high profit and counterwise is a low occupancy rate associated with 

low profit (Jeffrey et al 2002). As hotels have fixed costs per unit, Jeffrey et al. (2002) states 

occupancy rate as the most important measurement for a hotel’s performance and underlines 

the importance of keeping it stable over time. Another well-known business strategy of 

managing occupancy is through overbooking, meaning confirming more rooms than the 

available capacity of the hotel. As it is a known practice, several researchers have come to 

discuss it, but in different contexts. One group sees it as yield/revenue management (for 

example: Badinelli and Olsen 1990; Desiraju and Shugan 1999, Lee-Ross and Johns 1997; 

Netessine and Shumsky 2002) whilst others name it a hotel management tool (Ivanov 2006).   

Other used measurements for reporting hotels’ performance are Revenue per Available Room 

(RevPAR) and Gross Operating Profit per Available Room (GOPPAR). RevPAR has been used 

widely in the hotel industry but as limitations were recognized, GOPPAR came to solve for the 

identified circumscriptions (Lee et al. 2019). Lee et al. (2019) did however perform a 

comparison between the two measurements and found RevPAR to be more accurate at firm-

level, while mixed results were found at property-level. It has however also been claimed that 

a higher sales performance in occupancy rate, number of guests, revenues and sales income, 

not necessarily have to imply a greater profit margin. Hotels that are operationally efficient, can 

still suffer from negative profit margins. Chiu and Huang (2011), found in an analysis of hotels 

in Taiwan that some hotels with a high occupancy rate and revenue had a low profit due to price 

reduction promotions, meaning occupancy rate may not be the best way for improving financial 

performance. Although sales volume increases, profitability efficiency can decrease. It even 

showed that it at certain hotels may be beneficial to decrease the occupancy rate to enable 

improved operational and profitability efficiency (Chiu and Huang 2011).  
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4.2 The IT-bubble of 2001 

Bubbles occurring due to new markets with great potential is nothing rare and has appeared 

several times in history. Market bubbles do not entirely have to be a bad thing. The growth of 

a market bubble is characterized by too many firms competing in a limited market where 

profitability is unusual. Thereafter, there is a chance for the remaining companies to become 

profitable (Panko 2008).  

The increase of IT-companies and investments in them started already around 1995. In 1996, 

the chairman of the U.S. Federal Reserve Bank, expressed his worry by saying that investors 

seemed to engage in an irrational exuberance. In 1999, some investors believed that the current 

stock prices were not sustainable. However, they thought that the world had entered a new 

economy were the former rules no longer applied. U.S. was experiencing a 10-year expansion 

phase and some speculated that recession were a phenomenon in the past. (Panko 2008). The 

IT bubble, also called the dotcom bubble or the internet bubble, took place during the period 

1998 to 2001. It was rapid run-ups in capital volumes and valuation of tech-companies followed 

by a rapid collapse. This was the first appearance of e-commerce retailer. Amazon is one of the 

companies which launched during this period with an IPO value of 18 dollars in 1997, which 

increased to 106 dollars in 1999 and then fell below 15 dollars in 2001. The US National 

Venture Capital Association had 288 venture capital funds with 31.1 billion dollars investment 

capital, which rise to 635 funds with 107.7 billion dollars in 2000 and thereafter fell to 94 funds 

with 5.7 billion dollars in 2001 (Valliere and Peterson 2004). During a two-year period, between 

1998 and 2000, one could see how the IT-sector earned 1,000 percent return on its public equity, 

which fully disappeared in the end of year 2000 (Ofek and Richardson 2003).  

The bubble was driven by risk capital, which can be explained as a highly speculative form of 

short-term investments. The capital came mainly from venture capital or the public stock 

market. This period was characterized by a “get big fast”-mentality. Which meant an aggressive 

expansion to take over market shares and minimize the competition. “Get big fast”-mentality 

imply a “first move advantage”-assumption, that being first on the market allows for time to 

establish and create a recognized brand. Further, it aims to gain a large market share to prevent 

for competition to enter the market. This type of aggressive expansion requires large resources, 

which was given in the IT-bubble through risk capital (Crain 2014). 

Many individual investors and venture capitalists invested huge amounts of money in internet 

companies, even though these companies did not show any solid business models and they did 

not have any positive cash flow. Due to the high degree of uncertainty at this time, investors 

acted on emotions and were heavily influenced by marketing rather than rational behavior and 

fundamentals (Valliere and Peterson 2004; Crain 2014).  
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5. Theoretical framework 

The following theories specify the viewpoint from which the data collected will be analyzed. 

Theories about the business cycle, financial bubbles and main concepts of financial behavior 

are presented.  

5.1 Market segments’ sensitivity to the business cycle 

A definition by Burns and Mitchell (1946), describes the business cycle as “fluctuations found 

in the aggregate economic activity of nations that organize their work mainly in business 

enterprises”. The fluctuations mentioned are results of factors such as changes in interest rate 

which in turn affect firms’ value due to their systematic risk (Berk et al. 1999). Systematic risk 

is the tendency for assets to move together and is usually measured in relation to market risk. 

In addition, another type of risk exists, called specific risk. Specific risk is unique for the asset 

and can be eliminated by diversification, meaning adding more assets to a portfolio (Berk and 

DeMarzo 2016). Diversifying a portfolio leads to greater safety for an investor and is a widely 

used theory (Ambrose et al. 2018). Further Ambrose et al. (2018) means it is easy to understand 

that diversifying the tenant mix and lease terms should generate a more stable cash flow within 

commercial properties. Due to the the fact that the main cash flow is generated from tenants 

(Ambrose et al. 2018).  

On the other hand, tenants leasing a large portion of a property are more likely to be 

creditworthy, stable and probable to pay rent than small tenants. Ambrose et al. (2018) 

investigates tenant diversification and lease structures’ impact on credit spreads and default 

risk. Their findings indicate a moderate level of tenant diversification is valued by lenders. 

Though, properties with the highest level of diversification have higher credit spread than 

single-tenant properties. A moderate number of tenants usually implies one or a few large 

tenants, so called anchor tenants. These are of high importance for lenders (Ambrose et al. 

2018). Moreover, they found a higher level of tenant diversification leading to a higher default 

risk. There are several other articles which discuss tenants’ impact on properties risk. For 

example, Colwell and Munneke (1998) discuss the value adding by bringing a diversified group 

of tenants. Grovenstein et al. (2005) points out that lenders consider tenants and lease structure 

when assuming risk on commercial properties. Ciochetti et al. (2002) discuss the tenant's credit 

worthiness for the default risk. 

Further, how companies get affected by fluctuations on the overall market differs among market 

segments according to Berk and DeMarzo (2016). This can be noted in stock price fluctuations 

and how the price changes move along with the fluctuations in the the economic market. S&P 

500, a portfolio claimed to be the most diversified one, map companies from different market 

segments’ sensitivity to market fluctuations, meaning systematic risk. From S&P 500 utility 

companies, pharmaceutical, food processing and biotechnology companies are recognized 

having low systematic risk. In contrast, industries within technology, luxury retail and highly 

levered firms in cyclical industries tend to be sensitive to changes in the business cycle. The 

hotel industry is also highly sensitive to changes in the business cycle (Berk and DeMarzo 

2016). Marketing and media are sensitive industries as well (Deleersnyder et al. 2009). 
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5.2 Price bubbles 

Prices change over time and vary depending on different factors. Sometimes so called price 

bubbles occur, a phenomenon which has been studied before. There are different definitions of 

a price bubble of which two are presented below: 

“If the reason that the price is high today is only because investors believe that the selling 

price will be high tomorrow – when “fundamental factors” does not seem to justify such a 

price – then a bubble exists.” - Stiglitz 1990 

“A situation in which news of price increases spurs investor enthusiasm which spreads by 

psychological contagion from person to person, in the process amplifying stories that might 

justify the price increases and bringing in a larger and larger class of investors, who, despite 

doubts about the real value of an investment, are drawn to it partly through envy of others’ 

successes and partly through a gambler’s excitement.” - Shiller 2014 

Following will three types of typical bubbles be presented: pure speculative bubble, irrational 

expectations bubble and irrational institutions. The pure speculative bubble implies that people 

are willing to pay more than reasonable for a property because they believe prices will increase 

for a while before declining and therefore expect to sell it at an even higher price before the 

prices fall (Goodman and Thibodeau 2008; Lind 2008). The irrational expectation-bubble 

implies that people get “carried away” and have irrational expectations about the future, with 

believes that prices will increase more than historical average over a longer period of time (Case 

and Shiller 2003; Lind 2008; Smith et al. 1988) Irrational institutions-bubble implies that the 

buyer expects to be able to shift eventual losses to someone else and also be able to keep the 

profit if there are any (Lind 2008).  

Price bubbles has been experienced around the world several times. From the Dutch Tulip 

Mania of the 1630s, South Sea and Mississippi bubbles of the 1720s, the Wall Street Crash 

1929 as well as in the dotcom bubble of the early 200 (Grover and Grover 2014). Several articles 

discuss price bubbles on the property market. Lind (2008) describes three types of bubbles, 

indicators for housing bubbles and are critical to the earlier definitions of a bubble whereas he 

does not believe irrational behavior has to be a reason fo a bubble to occur. Williams and 

Nedovic (2016) describes policy makers effect on the cause of the property bubble on Ireland 

2007. Zhao et al. (2017) compare historical real estate bubbles to understand the Chinese 

property market and the consequences of when the property bubble in China will burst. Grover 

and Grover (2014) discuss how understanding of the existence of bubbles can mitigate the 

consequences. Nneji et al. (2013) find evidence on periodical collapses of speculative bubbles 

exist in the property market.  
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5.3 Financial behavior 

The believes that the stock market followed the Efficient Market Hypothesis dominated the 

industry for a long time. The Efficient Market Hypothesis implies that stock prices not are 

foreseeable (Shiller 2014). Tough, today studies show that stock prices are more volatile than 

what can be explained by rational bubbles or standard models of expected returns. Stock prices 

do not follow the random walk, because of influence from irrational factors (Lux 1995; Reed 

2010). More recent theories introduce the so called noise trader models, which entail that the 

market has traders which not are acting in a rational scheme of behavior. Thus, overvaluation 

and undervaluation of assets can be explained by noise traders. This irrational trading behavior 

can be found among a wide range of traders (Cuong et al. 2019: Tan et al. 2015). The 

fluctuations in the financial market are dependent on the behavior of market agents (Lux 1995). 

According to Wheaton (1999), oscillations cannot occur if market agents are acting rational. 

Meaning, oscillations happen due to irrational behavior, which indicates that market agents are 

forecasting future prices with the believe that today’s price levels will last forever (Reed 2010). 

Shiller (2014) discusses the speculative price bubble and the influences from psychology in the 

financial market as accepted theories. Further, Shiller describes the speculative bubble as a 

social epidemic which is regularly seen in a speculative market. It is a natural consequence of 

social psychology in combination with imperfect news media and information channels. 

According to Shiller (2014), it is the investors’ emotions that cause speculative bubbles. Both 

Crain (2014) and Valliere and Peterson (2004) have studied how irrational financial behavior 

were drivers of the IT-bubble in 2001. Dale et al. (2005) have found evidence of irrational 

behavior being a factor of the South Sea bubble back in the 1720’s and mention herd behavior 

and overconfidence as specific behavior among investors.  

5.3.2 Herd behavior 

Herd behavior implies a tendency for one individual to act in the same way as a larger group of 

people, regardless if the act is rational or irrational and ignores substantial information a person 

has. In fact, it could end up a choice that the individual normally not would have made 

(Scharfstein and Stein 1990). Additionally, a group of people are due to social pressure likely 

to make errors in decision making, meaning they are affected by herd behavior (Scharfstein and 

Stein 1990). Further, an investor must be aware and influence of other investors decisions when 

making a decision herself. Thus, herding can be explained as an investors knowledge of other 

investors choosing to invest, which changes her decision from not investing to invest 

(Bikhchandani and Sharma 2001). Keynes discuss in The General Theory, that an investor is 

very conscious about how others will assess their ability of judgement and therefore will follow 

the herd (Keynes 1936). 

Bikhchandani and Sharma (2001) present two different types of herd behavior in the financial 

market, intentional and spurious herding. Firstly, the definition of herding is related to 

intentional herding, when an investor intentionally mimic decisions from other investors 

(Blasco and Ferreruela 2008). Secondly, spurious herding is when a group of investors are 

facing the same decision problems when facing new information. An example of spurious 

herding could be when interest rates suddenly rise which result in a lower value of an asset.  
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An investor that holds a large share of these assets may decide to sell a portion of her portfolio 

(Prechter 2001). The decision of the spurious herder was not based on other investors decisions 

but rather on facing new and common known public information. Spurious herd behavior can 

be an efficient outcome while intentional herding may not be efficient (Bikhchandani and 

Sharma 2001). Intentional herd behavior can be explained in different ways of which the most 

important ones are imperfect information, concern for reputation and compensation structure 

(Bikhchandani and Sharma 2001; Blasco and Ferreruela 2008). 

According to Avery and Zemsky (1998), investors that follow past traders decisions, can result 

in effects in asset prices and a short-run mispricing of assets. The level of uncertainty reflects 

how large the effect of herd behavior will be. Herd behavior will not cause mispricing in the 

long-run, thus the market is efficient in the long-run (Avery and Zemsky 1998). However, herd 

behavior can cause mispricing in the short-run and as an effect cause price bubble. Chang 

(2014) discuss how even a small bubble can cause a significant number of investors to engage 

in herd behavior. Nakagawa et al. (2012) discuss how inefficient herd behavior partly caused 

the financial bubble in Japan in the 1980s. Sing (2013), further discuss how institutional herd 

behavior was factor causing the dot-com bubble. Further Akinsomi et al. (2018) found from a 

case study in the UK REIT market, that herd behavior is more frequently occurring in less 

volatile.  

5.3.3 Overconfidence 

A perfect decision is made when the proportion of accurate judgements is matched with the 

proportion of expected probability. Thus, overconfidence is when an investor’s probability of 

being correct exceeds the proportion of accurate judgement (Ricciardi and Simon 2000). 

Essentially, this implies that an investor believes to be better than in reality and can lead to 

unrealistic expectations and hazardous decisions. Overconfidence can lead to more and 

inexperienced investors entering the market (Johnsson and Fowler 2011).  

Followingly, two examples of overconfident investments are presented. Firstly, a situation 

when an investor believes the average profit earned by all investors entering the market will be 

negative but for the subject investor, the profit will be positive. Secondly, a situation when the 

risk is high but the overconfident investor prefers the risk because the investor believes to be 

able to beat the odds. This entails overconfidence can be rational in an evolutionary standpoint 

and provide the society with entrepreneurial activity and stimulate innovation (Brunes 2006). 

This can cause a financial bubble. (Michailova and Schmidt 2016; Scheinkman and Xiong 

2003) Ho et al. (2016) discuss how overconfidence among CEOs of banks lead to larger shocks 

and drops when a crisis hits the market. Johnsson and Fowler (2011), say overconfidence is an 

evolutionary strategy of survival even though it also results in market bubbles and financial 

collapses. Further studies have been made concerning what key qualities an investor acting 

overconfident has. Menkhoff et al. (2013) found that age and investment experience has a large 

impact on acting overconfident. McCannon et al. (2016) found that overconfident individuals 

in the financial market are correlated with risk taking individuals. Bessière and Elkemali (2014) 

found a linkage between uncertainty in the market and overconfident investors. It has also been 

concluded that men are more inclined to act with overconfidence (Barber 2001).  
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6. Method and data 

This chapter aims to present how the research questions will be answered.  The procedure of 

how data has been collected and analyzed is described in detail. 

6.1 Criteria of method for data collection and analysis   

The research has been performed with a pragmatic viewpoint to solve for the problem of 

coworking operators’ profitability, economic perseverance and potential effect on the office 

business model. The research questions have been determined as such due to doubts about 

coworking operators’ financial performance. A probable future scenario and a practical solution 

are presented as conclusions of the study. With a pragmatic viewpoint, several true realities can 

exist and therefore, the research is performed through a mixed method (Saunders et al. 2016). 

This method recognizes the importance of traditional quantitative and qualitative research but 

adds a third paradigm which in total most often provides the most balanced, effective and useful 

results (Burke Johnson et al. 2007; Hulme 2007). This way, the weakness of both quantitative 

and qualitative methods are eliminated and triangulation achieved (Creswell and Clark 2007; 

Saunders et al. 2016). The mixed method approach has, among other areas, been used in recent 

research to discover performance in firms and introduction of a new product (Grimpe et al. 

2017; Mikalef et al. 2019; Spiegel et al. 2016). 

To perform this study in a way where the information collected is used most efficiently, it is 

designed as a sequential explanatory research (Saunders et al. 2016). This implies that 

quantitative data will be collected and analyzed firstly and thereafter quantitatively. The 

quantitative part of the study answers to the question about profitability (short-term perspective) 

which thereafter is integrated with the qualitative information to lay ground for solving the 

remaining questions (long-term perspective) (Ivankova et al. 2006). Several data collections 

have been chosen to reinforce validity and reliability to the study (Saunders et al. 2016).  

The quantitative part consists of a financial analysis of coworking operators’ performance. Due 

to the research questions’ aim to investigate coworking operators in Stockholm, the companies 

chosen for the analysis have been limited to Stockholm with the criteria of a minimum of two 

centers where at least one must be located in Stockholm. A second criteria limits the companies’ 

years of operation: A coworking company must have operated in Stockholm during 2018 or 

earlier. Thereto, coworking space must be offered explicitly but can be part of other types of 

flexible workspaces. 

The qualitative data collection was carried out in three rounds of interviews of which the third 

was dependent on the outcomes from earlier data collections. The respondents were financial 

experts, coworking operators and lastly experts within areas associated with coworking as well 

as actors from the areas benchmarked against. The interviewees were chosen for their wide and 

deep knowledge about the subjects at the same time as they together contribute with different 

perspectives on the matter. The financial expert brought knowledge about how to perform the 

quantitative data collection and thereafter the coworking operators were interviewed to get the 

chance to comment on their financial status and the probable future of coworking.  
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Thereafter the third round of qualitative data gathering added perspectives to the already 

gathered information. Additionally, respondents from the benchmarked areas; Hotel and IT-

bubble of 2001, shared information about their fields. The data collection process is visualised 

below. 

 

 

Figure 1. Visualization of data collection 

 

Followingly, the results from the data gatherings have been integrated and linked together in 

the analysis of this paper. It has been performed with a qualitative methodology where the data 

has been analyzed thematically to find themes and patterns (Saunders et al. 2016). A thematic 

analysis is according to Braun and Clarke (2006) and King (2004) a useful method when having 

gathered information from different perspectives. It is flexible, similarities can be highlighted 

and unanticipated insights generated at the same time as the researcher is forced to be thorough 

when handling the data (Braun and Clarke 2006; King 2004). A thematic analysis does further 

fit a research which has specific questions and is limited to a time frame, as this study is 

(Srivastava and Thomson 2009). The different themes found have been analyzed separately. 

Moving on from the method, the research strategy of this thesis is called grounded theory. This 

entails that the information gathered has been used to lay ground for a theory developed 

simultaneously from the data sets. When using grounded theory, the research is carried out with 

a systematic approach where the data is analyzed as it is collected (Charmaz 2006; Suddaby 

2006). For this report though, the data has been analyzed after one round of data collections has 

been completed. For example, the experts on real estate were interviewed after the interviews 

with coworking operators so that information from the operators could be used when meeting 

the experts. This does further imply that the study moves between an inductive and deductive 

approach and is therefore seen as abductive (Charmaz 2011; Corbin and Strauss 1998; Suddaby 

2006). 
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All interviews have been performed with predetermined open-ended questions, meaning semi-

structured interviews (Saunders et al. 2016). The interview candidates have been selected based 

on their specific expertise and what background or coworking company they represent. 

Respondents from the same field have been asked the same questions and thereto specific ones 

concerning the individual company or expertise. When handling information from people it is 

however difficult to exclude bias. Through being thorough in formulating the questions, which 

and how many actors to interview, objectivity has been strived for as well as reliability (Cho 

and Trent 2006; Lincoln et al. 2011). Though, as the market changes a replication of this study 

might not generate the same results. To endure validation of the information, all interviewees 

have confirmed the accuracy of the interviews held. All interviews have been held in Swedish 

and thereafter translated to English, a factor that can affect the result but has performed carefully 

with audio recordings. Confidential information has been managed with respect and ethical 

issues of writing a study for a consultant company taken into consideration (Saunders et al. 

2016).  

6.2 Procedure  

Followingly, the approach of the research is presented in detail. As mentioned above the 

research started out with one quantitative part consisting of an interview followed by a 

quantitative part involving the financial analysis. Thereafter two more qualitative data 

collections were carried out parallel to two benchmarking interviews. The information 

gatherings were dependent on outcomes from prior data collections. The benchmarking 

interviews were however independent.   

The financial analysis was conducted through considering five financial key ratios: equity ratio, 

current liquidity, debt coverage ratio, interest coverage ratio and operating margin. To lay 

ground for the profitability and perseverance in coworking, the financial analysis was 

performed on annual reports between 2013-2018 for each company. Out of the nine studied 

coworking operators, some report per premise. The chosen financial ratios were based on 

recommendations from Ulf Westerberg, who was contacted during the first data collection 

round when the reports were analyzed and prior to contacting the operators. Ulf Westerberg is 

a former Partner at PWC and have worked with auditing and advising for real estate companies. 

The respondent was chosen due to his expertise within financial analysis and the real estate 

market to get an understanding of how to perform and interpret the financial ratios.  

After having studied the annual reports, the nine coworking operators were contacted for an 

interview in the second interview round. Three of the chosen operators declined participation, 

whereof only six were interviewed. Semi-structured interviews were carried out asking the 

operators the same questions to provide a correct and fair result. Here, the operators had a 

chance to comment on their annual reports and share their view of profitability and risk in 

coworking. Further questions handled the coworking sector in general and its future. 

Subsequently, the third data collection was performed with experts in different fields connected 

to the business of coworking. Here, the results from former data collections were shared with 

the interviewees. These interviews were like the second data collection semi-structured, though 
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the questions differed depending on who was interviewed. Two experts on the office market in 

Stockholm were chosen. These were Peter Wiman, Head of Research for Savills Sweden, and 

Agneta Jacobsson, former CEO and Head of Sweden and the Nordics at Cushman & Wakefield. 

Thereupon Göran Råckle, Head of Real Estate at Swedbank, and his college Sören Jonsson, 

Real Estate Analyst, took part of the annual report analysis. A telephone meeting was held 

discussing the results found in the analysis and with that basis, Jonsson and Råckle gave their 

view of coworking from a bank’s perspective.  

Further, parallel to the procedure explained, actors active during the IT-bubble of 2001 and 

experts on the hotel industry were interviewed to benchmark against coworking. This, due to 

the coworking industry still being young and therefore lacking historical information which is 

needed for the research problem. The hotel industry was chosen because it is a business which 

is strongly connected with its property. Stefan Sager Righetti, General Manager at Scandic 

Grand Central was chosen as interviewee because of his experience in hotels but also because 

Scandic is a major hotel operator in Sweden. The IT-bubble of 2001 was chosen as point of 

reference because of the similarities with highly appraised companies showing low or no profit. 

Johan Staël von Holstein which is an entrepreneur who was active during this time was chosen 

as respondent for this part of the study. A list of all 13 respondents is presented below. 

Table 1. Information about the interviewees.  
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7. Empirical findings 

The empirical findings consist of information gathered from three types of sources: annual 

reports of nine companies, six interviews with coworking operators and seven interviews with 

experts from different fields. Together, the data collections contribute with insights in 

coworking, how the phenomenon is prone to react to an economic downturn and trends 

associated with flexible space on the office market. 

7.1 Operators of coworking in Stockholm 

Nine coworking operators have been been examined though their financial statements out of 

which six have taken part in an interview about their operation, profitability and potential future 

scenarios. Below, the studied companies are presented. UMA Workspace and No18 Centralen 

have been excluded from the financial statement study since their businesses have operated for 

less than three years and therefore lack information in their financial statements.  

Convendum 

Convendum started their business year 2016 and has since then expanded to 14 premises, of 

which all are located in Stockholm except for one which is based in Gothenburg. Out of the 13 

Stockholm premises, one is under construction and three are to be built between 2020-2022 and 

located outside Stockholm city center (Karlsson 2019). Convendum has a nisch of offering 

premium space where the different types are: lounge, private offices, meeting rooms and 

conference rooms. Members range from start-ups to well established companies (Convendum 

2019). The founder of the company is Håkan Jeppsson with co-owners Ash Pournouri and Per 

Sundin. During 2018 Hans Wallenstam, a property owner, and Knutsson Holding became co-

owners in Convendum as well with 25 percent respectively 15 percent of the shares. One of 

Convendum’s premises that is to be constructed outside the city center will be in Wallenstam’s 

property. Convendum plans on doing an initial public offering in a few years (Leijonhufvud 

2019). Representatives from Convendum declined participation in this research and has 

therefore not been interviewed.  

Epicenter 

Epicenter calls themselves “A Digital Innovation House” as the space has a niche towards 

entrepreneurs, creators and fast growing digital companies. With their focus and innovation 

labs, Epicenter wants to offer a context where companies can grow. Since the launch year 2015 

Epicenter has expanded internationally and are also found in Oslo, Helsinki and Amsterdam. 

Epicenter offers the following membership types: lounge, private desk, private office, 

knowledge membership and corporate membership. Despite for workspace, events, conferences 

and community activities can be held at the center as well as there are optional services, such 

as educational programs. CEO and founder of Epicenter is Patrick Mesterton (Epicenter 

Stockholm 2019). The owners are Expansion group (45 percent), Sime Scandinavia Holdings 

(45 percent) and the CEO (10 percent). Representatives from Epicenter declined participation 

in this research and has therefore not been interviewed.  
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Helio 

Helio was founded year 1998 with their first location in one of the Hötorgsskraporna in central 

Stockholm. Helio did however not receive the name it has today until year 2018. Before that, 

they went under the name Summit and it was not until the name change the company explicitly 

engaged themselves in the coworking business. In spite of the actual coworking space, Helio 

offers private offices, meeting rooms, events, cafés and restaurants at the same time as they 

handle the facility management services in the building. Today they have eight different 

locations in Stockholm and have grown with 30 percent each year for the last three years. Patrik 

Åström, who is the CEO and principal owner of Helio was interviewed to take part in this 

research (Åtröm, Helio 2019). 

 

No18 

No18 was founded year 2012 with their first space at Birger Jarlsgatan 18. Thereafter, the 

company expanded its business to the Central station in Stockholm. More locations are however 

to come as No18 year 2017 partnered with the International Workplace Group (IWG). IWG is 

global company which owns brands within flexible workplace solutions with more than 3 000 

locations in 120 countries. As they became a part of IWG, came the opportunity and demand 

to expand internationally and with that basis is No18 opening up spaces in Singapore, Atlanta 

and Zürich amongst other places. With being a part of IWG, a member will have access to all 

their locations. Out of the companies under the  IWG umbrella is No18 ranked as the most 

prestigious, meaning that members will have access to the other IWG coworking spaces as well. 

Access to No18 will however only be accessible for those with a No18 membership. The 

different types of memberships offered are as follows: Lounge, private desk and private office. 

Additionally there is space dedicated for meetings and events (Gordin 2019). The CEO, founder 

and owner of No18, Michel Gordin was interviewed for this research.  

Regus 

Regus is a multicultural company which originally was founded in Sweden year 1989. Today 

Regus is a public company on London stock exchange market and has 2,5 million customers. 

Regus has since start provided serviced offices and does today have 14 centers up and running 

in Stockholm of which some are located in the city center and others in the outer parts of 

Stockholm city. The services includes staff and ready furnished office spaces. The different 

products offered by Regus are: ready furnished office space, virtual office, lounge, mobile desk, 

private desk, meeting rooms and customized workspace solutions for business travellers. 

The Park 

The Park started their business year 2017 and did during spring 2019 open their third location, 

of which all are placed in Stockholm. The newest premise is placed in southern part of the city, 

Södermalm, while the other premises are located in city center, Vasastan. The different 

memberships offered by The Park are: lounge, mobile desk, private desk and private office. 

Meeting and conference rooms are also accessible (The Park 2019). The founder of the 

company, Michael Ahlström, is also co-owner of the start-up hub Sup46 which is placed in 

central Stockholm and opened year 2013 (Ohlsson 2018). Representatives from The Park 

declined participation in this research and has therefore not been interviewed.  
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UMA Workspace 

UMA Workspace’s, referred to as UMA, first Swedish premise opened in April 2018. This 

space is located at Kungsbron by Stockholm Central Station and was the second premise UMA 

launched. The first one, Esplanadi, opened two years earlier in Helsinki when the parent 

company Technopolis, which is a Finish real estate owner of conventional buildings, decided 

to offer coworking space. Since the launch of Kungsbron, UMA is opening two other premises 

in Stockholm in the end of 2019 placed in Solna and Södermalm respectively. Besides Sweden, 

UMA has premises up and running in Baltikum and as part of their expansion phase, UMA is 

launching in the rest of the Nordics and in Warsaw. The total number of coworking spaces that 

will be up and running by UMA at the end of 2020 is planned to be 20. UMA does not operate 

in premises owned by Technopolis but are located in spaces from other property owners.  

United Spaces 

United Spaces was founded year 2000 and had its first space placed in Stockholm and claims 

to be one of the world’s first coworking spaces. The location changed during the infancy of the 

company but was always placed in the city. It was not until year 2011 that United Spaces moved 

into the Waterfront Building where they, with time, have taken on more space which today 

sums up to 6 700 square meters. In addition, the company expanded to Göteborg and Malmö, 

two spaces that have been up and running for two years. In spite of these spaces United Spaces 

is planning on further expansion and are opening at Arlanda Spring 2019. The different types 

of memberships offered are: lounge, mobile desk and private office. Meeting and conference 

rooms, bar, café and restaurant and possibilities for events are also offered at the United Space 

premises. The space in Stockholm city is rented conventionally whilst the one at Arlanda will 

be rented with revenue sharing rent. At the start of 2019, United Spaces was acquired by the 

real estate owner Castellum. Göran Garberg, co-founder and former CEO of United Spaces was 

interviewed to take part in this research. 

7A  

7A began its journey at Strandvägen 7A year 2006 when two entrepreneurs, Bo Fuglesang and 

Fredrik Hultman, started a business out of renting out flexible office space to day traders. Since 

then, the serviced office has grown to an office hotel, up until today as 7A also offers coworking 

space to their customers, both in terms of different actors sharing space but also in the sense of 

offering a lounge area. This sums up to 7A offering lounge, private desk and private office, but 

also virtual office. Parallel to this, 7A offers conference rooms for events and meetings. Besides 

the place where 7A initiated their business, there are two other places in Stockholm they are 

active in - Centralen and Odenplan. The company is still owned by the founders but year 2019 

SEB Private Equity bought 58 percent of the company’s shares (Tengman 2019). Ida Tengman, 

director of Sales was interviewed from 7A. 
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To visualize, the table and figure below describes background information and the owner 

structure of all coworking operators. Occupancy rates for the each premise has been collected 

from the interviews with the operators. In the case where a company has more than one premise, 

the occupancy rate is represented as a range from the lowest to the highest rate. Several 

operators are owned by private owners and/or real estate owners. Two of the operators are 

working together with IWG plc, one is partly owned by a pension fund and one is on the public 

market. 

 

Table 2. Background information about coworking operators.  

 

 

 

 

Figure 2. Ownership structure map of the coworking operators. 
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7.1.2 Lease contract with property owner 

The lease contract for the coworking operators are generally long states Tengbom at 7A (around 

10 years), Åström at Helio (around 10 years), Almstok at Regus (between 5 - 20 years), Löndén 

at UMA (7 years). Convendum’s premises are leased with a contract length of 5 to 12 years, 

according to their annual report 2018. These long contracts are desirable by the coworking 

operators due to avoiding frequent renegotiations of rent according to 7A and due to the expense 

costs for refurbishment according to Garberg at United Spaces.  

The majority of the operators express their contracts with the property owner as conventional 

office. Alleviation on rent is common among the coworking operators of with interviewees 

from 7A, Helio, UMA and United Spaces state they use it in the beginning of the lease terms. 

Almstok at Regus claims it is normal for new coworking operators in the market. Åström at 

Helio means alleviations are used for difficult properties concerning high vacancy rate and in 

need of renovation. Garberg at United Spaces requires a rent free period of six to twelve months 

for a new location due to the time it takes to fill up a space, he claims it is reasonable when 

signing such a long lease contract. Adding, 7A use it for around a quarter of a year. Further, 

both 7A and Regus rather negotiate who should take on renovation costs than rent free periods. 

On the other hand, Vasakronan claims that they do not offer free rental periods to tenants 

because they simply do not have to. They have properties in prime locations with high demand 

and if their tenant cannot pay rent, they can let the space to another tenant. 
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7.2 Financial statement analysis 

7.2.1 Parameters studied 

The parameters chosen to pay most attention to in the financial analysis, which was concluded 

with support from Westerberg (former partner at PWC) were distinguished. The ratios chosen 

to solve for solvency are interest coverage ratio, debt coverage ratio, current ratio and equity 

ratio. Desirable levels for these parameters are interest coverage ratio between 4-5, debt 

coverage ratio above one, accounting liquidity above 100 percent, operating margin at 10-15 

percent and a equity ratio at 20 percent. A low equity ratio signifies high employed leverage. 

Equity ratio has to be analysed together with current ratio, interest coverage ratio and debt 

coverage ratio due to they can back up each other. Moreover, operating margin was chosen to 

solve for the profit within the ongoing operations. This, because of not taking financial 

operations in consideration.  

Current ratio is found by dividing the current asset exclusive of inventories by current 

liabilities. It measures the ability to convert assets to cash, in other words the ability to pay off 

current liabilities.  

Debt coverage ratio, also known as Debt service coverage ratio, is calculated by dividing net 

operating income with total debt service. It measures the cash available to pay current debt 

obligations with, meaning if the company has enough capital to cover its debt. 

Equity ratio measures how levered a firm is, or in other words, the amount of total assets that 

are financed by investors. The ratios are calculated by dividing adjusted equity by total capital. 

These ratios have been collected from the annual reports and not calculated additionally. 

Interest coverage ratio determines how well a company can pay its interest expenses on 

outstanding debt. The ratio is calculated by dividing the operating result (EBIT) and financial 

revenues by financial costs.  

Operating Margin also known as operating profit margin is a profitability measurement which 

defines how much revenue a company has made after having paid variable costs of production 

but before tax and interest payments. The ratio is compiled though dividing operating result 

(EBIT) by net sales.  

7.2.2 Findings from financial statement analysis 

The companies report their financial performance differently, some have all premises included 

in one annual report whilst others report their yearly performance in different companies. 

Followingly it can be seen that Helio, No18 and Regus have separated their units accordingly. 

Profit can for some companies be booked as group contribution. 

Current liquidity  

As stated by Westerberg, an accounting liquidity of 100 percent is what should be reported by 

a stable firm. In this case, all companies report numbers approaching 100 percent where the 

majority moves between 70 to 90 percent. The only exceptions from these ratios are 
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Convendum, Epicenter and No18 Stureplan which have shown an accounting liquidity above 

100 percent during the whole period studied.  

Table 4. Current liquidity per premise. 

 

 

Debt coverage ratio 

In the majority of the cases below debt coverage ratio is above one, which means the companies 

are able to cover their debt costs. Although, most of them are close to one. Helio Kungsholmen 

and Convendum all reported ratios below one their first year operating but have increased it 

since. 

Table 5. Debt coverage ratio per premise 
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Equity ratio  

The equity ratio for the operators are most commonly close to zero and sometimes below. 7A 

reports an equity ratio around 10 percent every year. From Westerberg it was distinguished that 

a percentage around twenty is a desirable level for equity ratio. That level was reported once 

by The Park and Epicenter, twice by Helio GT30 and Helio Solna Gate and over the total period 

for No18 Stureplan with one exception. 

Table 3. Equity ratio per premise. 

 
 

Interest coverage ratio  
The interest coverage ratio should be 4-5 according to Westerberg, meaning the companies 

should be able to pay their interest on outstanding debt 4-5 times its value. The results form the 

companies studied varies from negative to positive numbers, where some companies report 

positive ratios for the entire period and others on the contrary, negative ratios. There are also 

firms which have shifted back and forth between negative and positive ratios. Companies which 

have kept positive numbers the entire period are: Helio Solna Gate, United Spaces and 7A. For 

7A the ratio has however been below the recommendation of 4-5 with one exception. No18 

Stureplan has in contrast only reported a negative ratio once, year 2013. 
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Table 6. Interest coverage ratio per premise 

 

 

Operating margin 

7A, United Spaces and Helio Solna Gate are the companies which have reported a positive 

operating margin throughout the five-year period. Regus Frösundavik and Regus Stureplan has 

shown a positive operating margin over the chosen time horizon except for 2017. Convendum, 

Epicenter, Helio Hötorget and Helio Kungsholmen have shown no profit over the last five 

years. Although Convendum has reported a negative operating margin from start, it has steadily 

moved towards zero. Another tenancy can be seen with No18 where a negative operating 

margin only was noticed their first year operating. Thereafter the companies have kept a 

positive operating margin which in the majority of the cases is higher than the rest of the 

companies studied. As for the remaining firms, it can be seen that their ratio have moved 

irregularly above and below zero.  

According to Jonsson and Råckle from Swedbank, an operating margin should lie around 10-

20 and Westberg claims it should be between 10-15 percent. Only Helio Solna gate has shown 

this over the whole five year period and No18 has shown these amounts most of their operating 

years. However, the majority of the studied companies have a insufficient operating margin, 

with several of years even below zero.  
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Table 7. Operating Margin per premise. 

 
 

7.2.3 Coworking operator’s view on performance 

From the coworking operators studied, 7A, United spaces, No18, Regus and Helio were 

interviewed and asked questions concerning the result from their annual reports. It was however 

difficult to get anything out of this part of the interview as some of the respondents lacked 

information about their financial results. Following are the response received. 

No18 is one of the few operators which has had a sound solvency and profit over the years. 

They have been in the business for a while and know how to operate. Gordin at No18 means 

this is reflected in their annual reports. 

Almstok at Regus states that the negative results in Solna and Frösunda are due to larger 

companies who are placed there and that the gap between companies moving in and out is larger 

comparing to the properties in the city centre. In the city centre there are more small companies 

and the gap between in- and outflows of members do not get as obvious. Other aspects that 

affect the annual report are changes in rent between the landlord and Regus, an aspect which 

can result in large differences in expenses. If the lease contract changes during an upturn in the 

economy, then the rent change may be extremely high whilst if it changes in a downturn, the 

rent may be pushed to a lower amount. 

Åström at Helio claims that it is hard to read their operating cash flows from annual reports due 

to the fact that they are investing all of their revenues into the company. The profitability might 

look weak in their financial statement even though it might not be the case. It is however normal 

to have a weak solvency because they are a growing cash flow-company and do not own any 

assets themselves. This can cause problems with liquidity and insufficient equity ratio. There 

is a risk with growing but there is also a risk with standing still, it is a question of choosing your 

risk. 
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7.2.4 Experts view of the operator’s performance 

Wiman at Savills states that it is normal for start-ups and even for some mature companies to 

have low liquidity. With this stated, it is important to have a strong balance sheet and interest 

coverage ratio to endure in the long-run. Jonsson and Råckle says that, since many of the 

companies studied still are in the phase of building up their organization as well as the 

phenomenon of coworking itself is new, it is difficult to say anything about their financial 

performance. When building a balance sheet in the development phase of a company, it looks 

more or less the same for any company, meaning no profit. Jonsson and Råckle at Swedbank 

states that generally speaking, a firm can be in this phase for as long as they have persevering 

owners. At some point an investor will however reach a limit for how much and for how long 

they are willing to invest more capital before expecting a return on their investment. This could 

be done through exchanging parts of the equity with a bank loan. If requesting a loan from a 

bank however, a company must operate steadily with persevering profitability and good 

margins. The most important factor for a coworking company is however a strong cash flow 

and a steady turnover.  

Analyzing the details of the reports, most of the respondents recognize the operating margin 

and margin profit and admit that it not looks well. Companies should have an operating margin 

at 10-20 percent, which some of the companies studied have. This percentage does however 

differ between different businesses and areas. Further, rent alleviation which is seen in the 

annual reports of Convendum, gives an odd income statement while the cash flow is strong. In 

this case, it is difficult to get anything out of the income sheet. Meaning, although the cash 

flows are strong, it is not shown in the income statement. Jonsson and Råckle at Swedbank 

continues with saying, one can note that the operators not are performing well financially and 

although the respondents have worked with financial analyses for a long time, they find it 

difficult to draw any more conclusions about these firms or see a link between them. 

Concerning equity, Jonsson and Råckle believe the equity in these companies must come from 

risk capital. Since risk is high, a bank loan would in most cases not be probable to go through. 

Though, it is the specific case, and not the general one it comes down to and whether the 

investors of the company can guarantee collateral for the loan. When in the early stage and 

when building the company Jonsson and Råckle believe equity initially must come from the 

shareholders. Jacobsson, former at Cushman and Wakefield, agrees that these companies are in 

need of capital injections, she adds that companies who shows red numbers for years not 

are sustainable and will probably not hold for longer period.  

  



 

31 

 

7.3 Measurement of profitability for coworking 

Wiman at Savills determines, that having a large number of members and an occupancy rate 

over 100 percent on lounge places is key for coworking operators to be profitable. If this not is 

enough, operators need to increase membership prices and decrease their costs. Lundqvist at 

Vasakronan believes that one of the main factors for profitability is the client list. Who the 

clients are, and their solvency are important factors to ensure their stability. Vasakronan’s 

clients are more established companies while many other coworking spaces are occupied by 

start-ups and SMEs. Start-ups are insecure customers but on the other hand, if they cannot pay, 

the space will be filled up with new start-ups all the time. Moreover, Löndén at UMA adds, to 

have a satisfying contract with the landlord as well as desirable occupancy rates are factors that 

lay the foundation for how well an operator is performing. Almstok at Regus adds that 

profitability can change dramatically for a premise if a large tenant leaves or if the lease contract 

has been renegotiated. 

The income from the different coworking operators are usually a mix between private offices, 

memberships, conferences and events, food and beverage together with other additional 

services. The main source of income for Regus is private office rooms while it for UMA is 

membership fees. 7A declares that half of their revenue comes from conferences while the café 

is a value-adding product that mainly are intended to break even. 

“At an occupancy rate of 100 percent, part of the flexibility goes away since customers 

cannot expand” - Almstok 2019-02-26 

Most of the coworking operators explain that the optimal occupancy rate is somewhere around 

90 to 95 percent to still be able to offer their customer flexibility. If coworking operators work 

with overbooking, differs among the respondents. From Convendum’s annual report 2018, they 

anticipates a newly started space to have an occupancy rate of 20 percent at start, 60 percent 

after have operated one year and after two years 80 percent. At this percentage a space is 

considered to have reached its full income potential. Almstok at Regus says that, at an 

occupancy rate of 100 percent, part of the flexibility goes away since customers cannot expand. 

Although centers might have an occupancy rate at 100, it is rarely for a longer time. 

Respondents from 7A, No18, UMA and Helio also mention that some vacancy is desirable so 

that relocations for existing members still are possible within the building. An optimal 

occupancy rate for Regus is around 90 to 95 percent, for UMA between 85 to 95 percent and 

for No18 Gordin says they have an optimal occupancy rate today at 92 respective 97. Åström 

at Helio suggests 95 to 100 percent and Tengman at 7A says 92 to 93 percent. Further 7A adds 

an aspect that becomes of great importance here which is, the average price has to match the 

occupancy rate so that the business stays profitable.  

Regus does not work with overbooking but Almstok means that it is a interesting thought. They 

do not have a maximum amount of how many that can become lounge members. Though, every 

location has a maximum headcount linked to the open lounges linked to health and safety. If 

the location is full, another location nearby in the network can then be used. Wiman at Savills 

confirms and believes there is no exact limit for the occupancy rate at lounges.  



 

32 

 

It is rather when people starts to complain about it that the limit is reached. A problem could be 

if an operator overbook and offers a rent lower than market rent. However, Alsmtok at Regus 

adds, that being flexible with price is important. Everything is negotiable though the goal is to 

always offer an accurate price. 

Gordin at No18 does not work with overbooking but if all members with access to the lounge 

would come at ones it would be crowded. 7A has no limit on occupancy rate for the lounges 

and places accessible for members as these so far not have been full and members use them 

from time to time rather than every day at once. UMA does not initially overbook but when 

counting on the occupancy rates Löndén says they have 90 lounge seats and use a multiple of 

1,5 for every chair there is and that they so far not have experienced a full lounge.  

United Spaces overbooks their lounge and flex space at a rate of 150 percent and has not yet 

experienced it full. On the contrary, it is not possible to work with occupancy rate and 

overbooking in the same way for coworking spaces that it is for example hotels or the flight 

industry, according to Helio. A flight only has a certain number of seats while in a coworking 

space, it is possible to rearrange to make more space and also it is possible to work in the café, 

couches, meeting rooms and so on. 
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7.4 An economic downturn’s potential effect on coworking 

In general, the operators are sure about coworking standing a recession and that their own 

companies will survive, though they believe others may have reason to worry. Among the 

experts, the answer differs. Some of them mean that coworking is a phenomenon that is here to 

stay independently of a recession whilst others are more concerned about how coworking 

operators will survive regarding their low profitability. Further, operators and experts have 

mentioned the locational aspect as an important factor for survival in an economic downturn. 

7.4.1 Inputs from coworking operators 

7A operated during a former financial crisis, the subprime-crash, at which time they increased 

their number of customers and profitability according to Tengman att 7A. United Spaces, who 

survived both the IT-crash and subprime-crash, did not lose their top line during these periods, 

but had some of their smaller clients leaving. Garberg at United Spaces adds that they, on the 

contrary, saw an inflow of medium sized companies. 

“Coworking is a recession business and is not dependent on a boom” - Löndén 2019-04-03 

Respondents from United Spaces, Regus, UMA and 7A say that during tougher times, some 

tenants cannot afford or want to sign a traditional five to ten-year lease as there are uncertainties 

in the market and therefore also worries about the future size of a company’s own business. 

Due to this, it will be more desirable for the company to choose flexibility and shorter leases. 

The knowledge of having the possibility to terminate a contract fast if needed will be highly 

valuable. As Löndén at UMA puts it: Coworking is a recession business and is not dependent 

on a boom. The operators agree that some clients will be lost but in turn exchanged with other 

customers. Löndén at UMA and Tengman at 7A believe existing clients may redistribute their 

type of membership.  

On the topic concerning which operators are more or less probable to survive a recession, 

Garberg at United Spaces believes the operators with a lot of capital will be the winners as they 

would be able to offer membership to half the price and still be up and running. In these times, 

operators with low solvency could get drained and eventually go bankrupt, a statement Almstok 

at Regus agrees with. As for the operators that have stakeholders in the real estate industry, 

these will be more protected. Tengman at 7A says that operators which choose to grow fast and 

invest in several spaces at once may settle for too low membership fees to fill the empty spaces 

in the beginning and due to that, will suffer the following years when demand and price changes. 

Equivalently, Gordin at No18 says this may be the case for operators which join the coworking 

sector when competition and rents already are high. Further, Regus mention this as a risk for 

new operators as well. Åström at Helio adds the importance of generating profit to have a 

margin and be prepared on losing some revenue when a change occurs in the economic 

environment. 

 

 



 

34 

 

Tengman at 7A says that location is a risk factor in an economic downturn, meaning that 

operator’s outside of the city will have a harder time to survive whereas those placed in the 

inner city will have it easier. The key factor to survive an economic downturn, according to 

Löndén at UMA and Åström at Helio, is to have a well-diversified portfolio of clients which 

come from different industries and not are sensitive to the business cycle. Åström at Helio adds, 

today there are a lot of coworking spaces that take in companies from industries that are 

sensitive to changes in the economic cycle, for example management consultants, coaches and 

recruiters. Although diversification is claimed to be used, both Gordin at No18 and Tengman 

at 7A mention that different types of companies cluster at certain premises. 

Åtröm at Helio is optimistic about the future for coworking overall, but when in an economic 

downturn the economy will slow down. No18, believes the phenomenon and product of 

coworking will stay and be needed during and after a recession and suggest franchising as a 

solution for operators with difficulties with solvency. The majority of the operators are not 

worried about a recession to come, at least not for their own sake. Almstok at Regus says that 

after every financial crisis, acceptance for the business increases. Tengman at 7A adds that the 

part of their business that could be sensitive to market fluctuations, it is the conference part.  

7.4.2 Inputs from actors with different areas of expertise  

When talking about how a potential downturn in the business cycle could affect coworking 

operators, Jacobsson, formerly at Cushman & Wakefield believes everyone, including 

coworking operators, will be affected. She believes that coworking is a phenomenon that fits 

the modern economy and is here to stay. She is however not worried about the market today or 

about a financial crisis.  

Moreover Jacobsson thinks coworking operators potentially could manage a recession better 

compared to a traditional office space due to their high diversity of customers. On the other 

hand, the operators may have a weaker foundation and type of clientele than property owners 

have. Wiman at Savills goes along with Jacobsson’s saying in the sense that flexibility will be 

preferable in a recession but conversely, he believes companies with one or a few employees 

would save more money sitting in a café and work instead of a coworking space. Lindqvist at 

Vasakronan believes a company which uses coworking as extra value for their employees, may 

cut down on memberships in a recession though, it might as well be kept if considered needed. 

Lindqvist is not worried for their own sake because they have many properties located in the 

city which always will be attractive. A city location may be more secure than one outside the 

city center. Wiman at Savills affirms that it always will be preferable to work in the city.  

Continuously, Wiman at Savills says marketing and creative businesses are the first things 

companies cut down on, therefore he expects coworking premises with a large proportion of 

customers in these segments to have a difficult time in a recession. Additionally, investors will 

be more selective and careful with their investments. They may even refer to hold on to their 

money in bad times instead of investing. Today several coworking operators are financed 

through risk capital, which may be more restrictive in tougher times. Rent is a high cost entry 

for coworking operators and may therefore be a problem in a downturn, there is not much other 

than rent for coworking operators to cut down on.  
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Jonsson and Råckle at Swedbank and Stëal von Holstein agree on the following: When 

something suddenly becomes popular, like coworking, new companies pop up that want to start 

this kind of business and when they have reached a mature and steady phase, one can expect to 

see an over establishment and thereafter some acquisitions and merges. In a recession in 

particular, one can expect this to happen, as well as some businesses will go bankrupt. The 

foundation for surviving an economic downturn is however to have capital and the possibility 

of cutting down on costs.  
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7.5 Risk within the coworking sector 

As for risk in the coworking business, the lease contracts with the property owner are the riskiest 

as they stretch over a long period, states interviewees at both Vasakronan and No18. As earlier 

mentioned, coworking business usually have discounts on rent during the first part of the lease 

contract. Almstok at Regus claims that, for new actors, this could lead to financial problems 

after one or two years when they have to make investments in the rental space and start paying 

rent. Though, for Vasakronan this is not a large problem because they own their own spaces 

and can change the use of it if needed. According to Gordin at No18 as well as Garberg at 

United Spaces, the importance lies in how well financed the operators are. If wanting to become 

a large actor, then financial muscles are needed from investors. United Spaces, reaching to 

become the largest actor in the Nordics, considers themselves to have back up for this goal as 

Castellum, a Swedish property owner, has become their new owner. No18 has teamed up with 

IWG plc. Smaller operators however, will have it tougher in the future and some are now open 

to sell their companies.  

Further, it is important to be aware of the competition today, states Gordin at No18. Åström at 

Helio underlines the need of having margins in the operating revenues. Löndén at UMA 

expresses that conventional contracts can be a riskier business than coworking since they not 

are as diversified. Likewise, is having a large corporation as client in a coworking space risky. 

If they decide to leave, a large part of the space will become vacant, states Löndén at UMA and 

Tengman at 7A.  

Lindqvist from Vasakronan adds, the longer the lease contracts, the higher the property value. 

Short contracts induce risk which lowers the property value, but today one can see a need for a 

new valuation method on how to value flexible leases since it also concerns service. Jonsson 

and Råckle say a real estate owner who only leases to coworking operators would have to be 

analyzed in terms of risk, also when it comes to valuation of the property. But if coworking 

only is a part of a diversified property then risk does not have to be looked upon differently. 

Lindqvist at Vasakronan underlines the fact that the coworking market in Sweden still is 

immature and that it is a risk factor. Garberg at United Spaces adds that the office market not 

is as stable anymore. It is right now changing although the change is very slow moving. He 

goes on with saying that it is not yet known what will happen when WeWork, an international 

coworking operator, enters Stockholm. When they started out in Berlin, it is said, that they 

called up companies sitting in other coworking offices and offered them to stay at WeWork and 

the first year do it for free and emptied the other coworking spaces. In Sweden they have an 

official price list that is above the mean price of what other operators offer today, but it remains 

what will happen when it comes down to it. 
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7.6 Trends and the future for coworking 

This part covers the respondents view on coworking and office market today, how it has 

changed over time, what trends can be observed and their beliefs of the future for coworking. 

Most of the respondents agree that coworking will be a natural part of the office market in the 

future and that the share of flexible space in the office market will increase. Location of 

coworking spaces is one topic that has been mentioned. The opinions of the the optimal location 

does however differ among the respondents. One trend observed is how property owners view 

on coworking has changed and today one can see coworking operators getting acquired by 

property owners. Furthermore, most of the respondents believe that the shift of how we work 

today and will work in the future is due to a generation shift and development of technology. 

Servicification is a phenomenon that may be what is happening now on the office market. The 

respondents view on this is also lifted. 

7.6.1 Property owners take on coworking 

“Property owners buy into coworking just to jump on the bandwagon.” - Åström 2019-04-03 

According to Lindqvist at Vasakronan, the general view on coworking among property owners 

has changed a lot the last year, 2018, with property owners rushing to acquire coworking 

companies and finding their own approach. In line with this, there is a challenge for the property 

owner is to find a fitting business model. They are not sure to proceed but react to the 

requirement of coworking from the market. Åström at Helio means that they may do 

unconsidered decisions, or as he put is - property owners buy into coworking just to jump on 

the bandwagon. Also stated by Sager Righetti at Scandic, everything moves faster today and if 

one not jumps on the bandwagon it can be too late, at the same time as it can be risky to make 

decisions too fast. 

To continue, Löndén at UMA means that it is anticipated that real estate owners will acquire 

coworking firms. The financial muscles from the real estate companies’ existing stock and 

conventional operations will be able to offer some security. These factors together with a proper 

concept and access to mobility will be more favorable than “the private coworking space around 

the corner”. In fact, Technopolis invested 300 million SEK in the expansion of UMA, an amount 

which would be difficult for a private person to bring to the table. 

7.6.2 Demand for flexibility 

There is a general agreement among the respondents that the demand for coworking has and 

will keep on increasing. Out of the twelve million sqm office space in Stockholm, around 200 

000 stands for flexible space, an amount that will grow, is mentioned by both Åström at Helio 

and Löndén at UMA. Garberg at United Spaces has seen a switch in the demand for flexible 

spaces from start-ups and small companies to larger companies. Åström at Helio and and 

Tengman at 7A have noticed that more people are curious and aware about what coworking is 

today.  
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Almstok at Regus says that coworking spaces are increasing globally and sees a trend that 

several companies cut down on their traditional office spaces and instead increase their 

flexibility through using coworking or furnished offices instead, especially project-based 

companies. Wiman at Savills believes that it is important for a property owner to follow their 

clients needs, and states that the reason for Vasakronan to start their own coworking concept is 

to keep their clients. Lindqvist at Vasakronan confirms this and says their clients no longer 

want to sign a lease contract of five or seven years because they do not know how the company 

will grow, which was the reason for Vasakronan to start Arena. People will continue to value 

flexible spaces over conventional ones and in this there is some assurance of coworking 

continue growing according to Löndén at UMA. However, Wiman at Savills claims that trends 

in the office market vary over time and exemplifies with activity-based offices which has drawn 

back lately.  

Respondents from Regus, Vasakronan and Jacobsson formerly at Cushman & Wakefield, 

believe that coworking will be a natural part in the office market, together with traditional office 

spaces. Different types of office spaces will be needed for different companies. Åström at Helio 

adds that the coworking sector will be consolidated and normalized in the future. Coworking, 

in other words lounge spaces, are according to Jacobsson optimal for companies in a startup or 

expansion phase along with small and medium sized companies up to an amount of around 15 

people.  

7.6.3 Servicification of the office market 

“The word for the future of the office market is cross-border.” - Jacobsson 2019-04-12 

Jacobsson and the interviewees from Regus, Helio and UMA remark that the young generation 

requires a dynamic workplace which offers service. In combination with the advancements in 

technology a change has come to take place in the office market according to Almstok at Regus. 

Coworking spaces are good examples of this, but also traditional office spaces need to offer 

more service. Jacobsson believes that everyone works differently today, not only the young 

generation. With technology it is possible to work wherever and whenever. Jacobsson believes 

the word that summarizes the future of the office market is; cross-border and exemplified it in 

how all industries will work across the borders of their own industries, especially the office 

market. 

Jacobsson can see a trend that only a few years ago, an office space was just a space with walls 

and floors, now it is more about branding. It is important to be placed at the right address to 

attract young talents. One example is of this is WeWork which despite of letting space offer a 

range of services. It is possible that the office market is going from offering a product to offering 

a service - servicification. 

“From offering square meters to offering a service” - Lindqvist 2019-04-23 

 

Lindqvist at Vasakronan believes that servicification is what is happening on the office market 

today. Earlier property owners only let square meters and today clients require more service. 
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This may be one of the largest changes taking place on the office market for a very long time. 

Going from offering square meters to offering a service is also a challenge because a whole 

other business model and different kind of organization is needed. 

Likewise, does Unites Spaces talk a lot about how delivering services is a great part of what 

trends one can see in the market right now, though without mentioning the word servicification. 

Not only will the property owners move towards that direction, but more services will be offered 

at the coworking spaces - services that ease the life of the members. These services could be a 

daycare center for dogs, caretaker of children, ready food to bring home to the family and clubs 

which builds onto the community, such as a travel club. 
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7.7 Hotels as reference point 

This chapter will cover the general business model of hotels, mainly with findings from the 

interview with Scandic. The relationship with property owner, lease contracts, how to set 

pricing, profitability, occupancy rate and more will be presented. Further will other 

respondents view on similarities with the hotel industry be presented. 

7.7.1 Relationship between property owner and hotel operator 

The most common setup for a hotel is to rent their venue from a property owner. According to 

Sager Righetti, Scandic uses this model most frequently although there are a few franchise 

solutions operating as well. Similarly Westerberg, stated that hotels in most cases are tenants. 

In the case where a hotel rents their premise, the usual length of the agreement with the property 

owner is ten to fifteen years according to Westerberg and fifteen to twenty years, sometimes 

longer and sometimes shorter as stated by Sager Rigetti. Included in the agreement are specific 

details about what responsibility lies upon the hotel and owner respectively. In comparison to 

a lessee of a rental apartment hotels have a more comprehensive responsibility. Generally 

speaking, Sager Righetti states that long contracts are prefered when in a stable economic 

climate while shorter ones are desired when the economy is unstable.  

“Revenue sharing rent is the most common way of paying rent within the hotel industry...” - 

Sager Rigetti 2019-04-09 

Revenue sharing rent is the most common way of paying rent within the hotel industry states 

both Sager Rigetti and Westerberg. The areas included in the revenue sharing rent are 

accommodation, food, beverage and meeting rooms as expressed by Sager Righetti, and for all 

segments there is a certain percentage which is paid as part of the rent. The highest percentage 

and and largest income is however the accommodation. The second largest income at Scandic 

Grand Central is meetings, then food and beverage. Additionally, Westerberg points out how 

revenue sharing agreements leads to cooperation as both parties have interest in the tenant’s 

business to perform well.  

7.7.2 Measurement of profitability for hotels 

For hotels it is the last line of the annual report, EBITA and how much it costs in regard to 

revenue that is the most common way of measuring profitability. In the daily business however, 

the core is efficiency. For hotels there are numerous ratios of measuring this, of which two are 

income per working hour and income per room says Sager Righetti, which is in line with the 

ratios revenue per available room (RevPAR) and average room rate (ARR) mentioned by 

Westerberg. Total income is another important measurement as well as total revenue 

management, meaning profitability measured per square meter, chair, bed or guest.  

“There is no general optimal occupancy rate for a hotel.” - Sager Rigetti 2019-04-09 
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Concerning occupancy rates Westerberg and Sager Righetti agree on it being an important ratio 

of measuring a hotel’s performance. There is no general optimal occupancy rate for a hotel. 

Sager Righetti exemplifies that a hotel with approximately 400 rooms should have an 

occupancy rate of seventy five to eighty percent. High occupancy rates can however also be 

found as a result of an ongoing campaign, then the income might be less than what would be 

expected at such occupancy. Such campaign can however have positive influence on other parts 

of the hotel, such as the amount of guests in the restaurant or bar. Another question a hotel 

owner has to ask it whether they want to sell fifty percent of their rooms for a high cost and 

have the remaining rooms empty or have all of the rooms booked for a lesser price. One has to 

choose their strategy.  

Booking a stay at a hotel is today mainly done through allotment at different websites - a method 

of selling a certain number of hotel rooms to an agency that in turn sells stays at hotels to their 

customers. This is a widely used method within different parts of the the travel business. With 

this system it can occur that rooms are overbooked although there is no intention of it. With 

this, Sager Righetti states that Scandic not uses the approach of having an occupancy rate over 

100 percent, although it is probable to be a method that is used within the business. 

“A broad variety of guests - business, conference and tourism, is key to make it work during 

economic downturns.” - Sager Rigetti 2019-04-09 

Sager Rigetti means that a hotel with a narrow niche can be more sensitive depending on the 

niche. Tourism might be as stable in a downturn while big meetings and conferences are areas 

getting affected right away. Smaller meetings become shorter and instead of staying overnight 

after a conference, people go home. Concerning the rooms, travel managers at companies that 

usually stay at Scandic can get strict regulations on what they can book and whether they can 

do it at all. In Sager Righetti’s experience,  a broad variety of guests - business, conference and 

tourism, is key to make it work during economic downturns. 

7.7.3 Similarities between coworking and hotels 

When long stay hotels, meaning hotels where one can stay for a long period of time, came to 

the market people in the hotel business got worried according to Sager Righetti. What they have 

noticed now that the different solutions have coexisted for a while, is that they fulfill different 

needs. Hotels which operate similarly to long stay hotels might have noticed a difference 

however. Additionally, Wiman at Savills says long-stay hotels compete with traditional hotels 

in the same way that coworking competes with traditional offices. The potential clients it 

concerns are however only representing a small group of people. Long-stay hotels can fulfill a 

function but will not outmaneuver another. 
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According to Garberg at United Spaces, the coworking sector is moving closer to how the hotel 

business works and in the future it is believed that the two sectors will function under the same 

conditions. An example of how United Spaces has adapted some features from the hotel 

industry, is how they at their new premise, Arlanda Airport will use revenue sharing rent.  

This is right now unusual for the coworking business, but United Spaces tries to reason this in 

their rent negotiations. Many coworking operators would benefit from revenue sharing rent, 

according to Åström at Helio, but the exact conditions in such contract needs to be considered. 

It could be difficult to find a property owner that would benefit from a revenue sharing rent. 

Adding, that a normal ratio for a revenue sharing rent could be 70 percent, which is very high.  

“Property owners understand square meters but not service” - Lindqvist 2019-04-23 

Jacobsson, formerly at Cushman & Wakefield, believes the coworking sector is much like the 

hotel industry as both industries handle service. Likewise, Lindqvist at Vasakronan sees the 

similarities between hotel and coworking in the way that hotels have gone from square meters 

to service, which is what the office market does today. From experience, Lindqvist at 

Vasakronan says property owners understand square meters but not service. In this aspect, there 

lies a risk when property owners turn to more service oriented businesses and facilities. 

Concerning this segment, the office market has a lot to learn from the hotel industry. 

Another similarity, added by Åström at Helio is the long relationship between the property 

owner and the hotel operator respective the coworking operator. Though, in a hotel you sleep 

and leave while in coworking spaces you have to have a closer contact with the customers 

(members) as they are staying for years. Jacobsson formerly at Cushman & Wakefield claims 

that it with coworking is a lot of everyday work with lease contracts and services as it is for 

hotels. To add more similarities, Wiman at Savills believes the similarity with hotel is striking 

in the way that both are competing to attract small customers (members), meaning a few people.  

Westerberg states that the ratios used to measure profitability in hotels equivalently could be 

used for coworking but as estimations per seat or private office room. EBITDA and margins 

can also be comparable parameters between coworking spaces and hotels. The income streams 

for coworking spaces come from memberships and sales while for hotels, accommodation and 

sales. Wiman at Savills declares that both businesses are able to measure their profitability with 

occupancy rate. Jonsson and Råckle at Swedbank see the hotel business and coworking as 

comparable industries as well. 

  



 

43 

 

7.8 The IT-bubble of 2001 as a reference point 

This chapter will cover the causes and effects of the IT-crisis. Further it will describe some 

lessons learnt from the crisis and resemblances between todays property and financial market 

with the market during the IT-bubble. 

7.8.1 The IT-bubble of 2001’s effect on the property market 

Prior to the crisis, when the IT-business was booming, the companies took on large offices in 

the city which usually were larger than needed as they had the intention of growing. Some of 

these spaces were never even used according to Jacobsson former CEO at Cushman & 

Wakefield. The lease contracts were traditional, stretching from three to five years. Wiman at 

Savills states that the rents in the city center had a cost of SEK 6 000 per square meter with top 

rents up to SEK 8 000 or SEK 9 000 per square meter.  

Wiman at Savills continue with what happened after the crash, IT companies went bankrupt 

and left their office spaces. Which led to a vacancy rate up to 15 percent in central Stockholm 

and office rent decreased to around half of the price before the crash. Effectively this resulted 

in a fifty percent reduction of property values expressed by Wiman at Savills. It was a crisis 

that hit hard on the property market, although Jacobsson points out that the crisis of 2001 firstly 

affected individual IT-companies, which in turn affected the property owners. 

“Important to say is that just because there was a crash it did not mean that people used their 

computer, excel or sent less emails the following days.” - Stëal von Holstein 2019-04-03 

Staël von Holstein believes the crisis not influenced the real estate market much as the IT-sector 

was relatively small. Although the economy went down, it was not that prevalent since regular 

bankers, lawyers and retail shop workers still operated as usual. Important to say is that just 

because there was a crash it did not mean that people used their computer, excel or sent less 

emails the following days.  

7.8.2 What to be learnt from the crisis 

Today, the office market has become more flexible, especially with coworking spaces. It can 

be said that it is the solution to the problems on the office market during the early 2000s states 

Jacobsson, formerly at Cushman & Wakefield. With today’s bank model for leverage, people 

with newly started companies cannot take on loans due to no or low cash flow, making flexible 

workplaces suitable. 

“Helio learnt from the crisis to not put all eggs in one basket.” - Åström 2019-04-03 

Helio is one of the studied coworking operators that experienced the IT-crisis. Åström, CEO at 

Helio says that Helio learnt from the crisis to not put all eggs in one basket. Before the crash 

their only customers were dotcom companies only whilst they today diversify their customers 

and also earn revenue from the other services they provide. After the crash several dotcom 

companies went bankrupt and the workspace became vacant. 

“Never follow the money, follow the creation of value” - Stëal von Holstein 2019-04-03 
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Staël von Holstein points out it is the long-term effects from the IT-crash and the coworking 

business that matters and that the bubbles and crashes for the most part are financial. He means 

that focus must lie on the real value created rather than the cash flow it generates. Value was 

created during the IT-era in the same way coworking creates value today. The underlying 

business that goes on in these spaces is what creates great companies, existing ones become 

better, ideas improves and networks broadens. The people that operate in the building will not 

want to be there less because their operators’ value is reduced. Jacobsson agrees that coworking 

generates business which in itself creates value.  

7.8.3 Resemblances with the current market climate 

Wiman at Savills does not see a huge resemblance with the economic climate in Stockholm 

today and how it was during the IT-bubble. One resemblance however, is that coworking today, 

in the same way that the IT companies did then, stood for a large part of the absorption of newly 

signed lease contracts in the city. Additionally, Wiman at Savills and Jonsson and Råckle at 

Swedbank agree on the fact that the economic climate today and before the IT-crash both were 

preceded with long periods of strong growth.  

“Amazon was worth more than all the bookshops put together in the U.S” - Stëal von 

Holstein 2019-04-03 

Staël von Holstein who operated at the IT company Icon MediaLab during the IT-era knew a 

crisis was coming when he found out that Expedia was worth more than KLM, British Airways, 

American Airlines, Lufthansa and Air France together. Equivalently, Amazon was worth more 

than all the bookshops put together in the U.S. Essentially, Staël von Holstein means that these 

high appraisals were overvaluations and gave him a warning sign. Further on, Wiman at Savills 

points out that some coworking operators are and IT-companies back in the early 2000s were 

overvalued.  

Jonsson and Råckle at Swedbank state, when the market sees potential in new concepts, these 

are compared to how the same concepts perform abroad and prices are set thereafter. These 

prices can be perceived as high compared to the outcome today and can because of that be 

looked upon as overvaluations. Wiman from Savills continues with saying that a good supply 

of capital and the wish for funding investments in trendy segments, like coworking, lead to high 

expectations. When these companies followingly become public and show a profitability less 

than assumed, an overvaluation is a fact. A consequence of an overvaluation is a growth pause 

according to Jonsson and Råckle, while Wiman means a downturn in the business cycle can be 

result if there are several companies affected. 
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8. Analysis 

In a thematic analysis, the assessed results from the different data collections are considered 

and connected to the theoretical framework. Frequently appearing topics in particular are 

presented. 

8.1 Financial analysis of the coworking companies 

In the financial study performed there appears certain differences and similarities between the 

operators have appeared. We can establish that some of the operating companies are too young 

and do therefore not have enough information to provide for the five-year period studied. These 

premises are: UMA and No18 Centralen. As for Convendum and Helio Kungsholmen, which 

only have operated for three years, these are still taken into account since after two years of 

operating it can be expected a company to reach its full income potential according to 

Convendum (2019).  

From the results presented it can be seen that the coworking operators are operating under 

different structures of ownership of which some have received a new type of ownership, real 

estate owners. These stakeholders have however not been in possession of the companies during 

the period which the annual reports have been studied and can therefore not be taken into 

account as of how a real estate owner would affect the performance of coworking operators. 

Similarly, UMA is also owned by a real estate owner but has not been analyzed financially 

because of its few years of operation. In addition, operators received new owners in form of a 

pension fund respective investment company during 2018. The fact that investment companies 

are investing in new market segments is nothing remarkable, what is on the other hand, is the 

new type of investor we see entering the market now - real estate owners. All types of investors 

are expecting return on their investments. Though, some investors are more risk averse than 

others. Investment companies are more willing to take on risk than pension funds and publicly 

listed real estate companies. A trend observed is how more risk averse investors now raise 

capital to economically unstable companies. 

All operators started out with private ownership, for most part from their founders, and have 

after entering a more mature phase come of interest for other actors and thereafter sold some 

parts or all parts of their shares. As already mentioned, it is too early to see this reflected in the 

financial statements and therefore difficult to say anything about which type of ownership is 

most appropriate and would tackle a recession better. From the interviews it has however been 

established from multiple interviewees, both operators and experts, that companies with strong 

financiers are more probable to tackle a downturn or recession better as well as hold for the 

future. With strong financiers means stakeholders able to contribute with more capital if needed 

and may have assets distributed in other companies which not are coworking actors. A company 

can survive as long as it has persevering owners ready to perform capital injections, although 

all investors have a limit. One can also wonder whether it would be wise to hold on to a 

company in need of capital injections in a downturn or if the rational decision would be to sell. 
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According to factors stated by Reed (2010), there is evidence of us being in an economic upturn. 

This can partly be seen because of high investment activities, vacancy rate falls and rent growth. 

Initially this means that the investments in coworking relates to the overall economic climate 

in Stockholm. Thereto, we can read from the annual reports that several of the operators have 

received capital injections the last five years. Connecting this to how interviewees have 

established strong financiers as a key factor for operators in an economic downturn as well as 

an upturn. In other words, the financiers with strong muscles are key despite of where in the 

business cycle a market lies.  

A majority of the companies studied are however in an expansion phase which is a period where 

start-up costs are prominent. Convendum is the fastest growing of the companies since they 

from their start 2015 have started ten spaces in Stockholm and are opening three more in the 

next few years. From the financial analysis it appears that their operating income is insufficient. 

With a weak solvency and financial performance, capital injections are still taking place. This 

can partly be explained by the simple fact that it is a growing company which every year 

operating have started a new premises. With lack of information about their occupancy rate we 

cannot take that factor into consideration but as expressed by one of the operators, it is important 

to match occupancy rate with membership price and not rush into filling a space with too less 

of a price. In addition, renting space in times of an economic upturn can be expensive even 

though rent alleviation occurs.  

From the annual reports there is one company which in respect to all ratios shows to be most 

profitable and solvent, No18. This is a result of having been in the business for a while and 

knowing how to operate. One can expect the performance to be a result of their high occupancy 

rate of 92-97 percent and the price for a lounge membership, at 4 500 SEK. The fact that No18 

only has one owner and at this time only has two premises can also be considered a winning 

concept since control is centered and it is easier to have regulate fewer premises. No18 is 

however with their partnership with IWG plc expanding and will have several premises opening 

up in other parts of the world the upcoming years. It remains to see if the succes seen from a 

financial perspective will remain.  

United Spaces, which has operated since year 2000 and survived both the IT-bubble of 2001 

and Global Financial Crisis of 2008, is considered to be one of the companies with most 

experience, together with Regus, Helio and 7A. In combination with an occupancy rate at 90 

percent, one would expect United Spaces to operate with profit, which they do although it is 

low. Debt and interest coverage ratios are meeting the requirements. What however can be 

questioned is their weak solvency. As stated by the operators, the coworking business involves 

some risk which also can be concluded as the owners let a real estate company buy all the shares 

in the company.   
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7A, which has operated since 2006 has an occupancy rate ranging from 86-100 percent at their 

three premises and offer coworking for 3 900 SEK per month. With some tenants having signed 

several years back, these might be paying a lesser fee than the one offered today. Evaluating 

their ratios, profit is generated each year although the solvency and ability to pay off debt and 

interest are below the requirements. 7A generally has a higher profit than other coworking 

operators which may be a result of thirteen years in the business. Potentially, having operated 

several years is showing in the financial statements, a success factor which the experts from the 

bank sector agree on. The most important factor for a coworking company is however a strong 

cash flow and a steady turnover. 

Helio, which has been operating since 1998 and survived the recent crises have shown diversity 

of members to be key in economic downturns. From the financial statements one can see a trend 

of low equity ratio and a current liquidity at 100 percent or approaching the set goal. This equity 

ratio should be compared to a company’s liquidity as a low equity ratio can be complemented 

with a high liquidity. This is common between the other companies as well, current liquidity is 

usually compensating for low equity ratio. With an occupancy rate at 95-100 percent at Helio 

it is expected that the solvency should be better looking but with a membership offered from 2 

650 SEK, which is one of the lowest, the solvency can be explained. Helio has potential to 

increase their membership fees. Even though Helio has been operated for a long time, we cannot 

classify them as a stable company, due to low or no profit and weak solvency among their eight 

premises. 

The Park operates with parts of the ratios living up to the set requirements: Debt and interest 

coverage ratio in specific and current liquidity almost. The equity ratio and operating income 

are however weak though some profit exists. Since The Park declined participation in an 

interview and other published information about the company cannot be found, their 

profitability and endurance cannot be discussed with any other parameters. What is known is 

that The Park started their third premise during Spring 2019. 

Moreover, Epicenter is the only company we have studied that focuses on customers within a 

specific industry, which is upscale tech-companies. Epicenter is not profitable according to our 

estimations showing low and unsteady ratios in all areas studied except for current liquidity and 

debt coverage ratio. In accordance with Ambrose et al. (2018) not diversifying your clients 

makes a company more sensitive to default risk. Similarly, one can from Berk and DeMarzo 

(2016) determine tech-companies to be fragile in market changes as well. On the other hand, 

Epicenter is an innovation center, which can be seen as a hub for providing new tech-solutions 

to society rather than being a profit-seeking company, which calls for it using a community 

model (Silicon and Sentier 2009). 

A company that stands out is Regus which has operated since the 1980’s. With their experience 

one can expect that they would perform well with stable entities and profit, although this is not 

the case. Timing of renegotiations of rent is said to affect the outcome of a premise’ yearly 

performance, although this is not believed to be the whole story behind the insufficient financial 

ratios. The financial statement analysis shows a trend of a decreasing operating margin and 

equity ratio in combination with a current liquidity which for the most part not reaches the goal 
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of 100 percent. With a trend of weakening solvency, with a clear decline year 2017 competition 

on the Stockholm office market could be the affecting factor or simply the way the premises 

are run. Micro-location and quality of the units can also affect the attractiveness and total 

outcome of a company’s performance. Regus’ range of occupancy rate is 75-95 percent and the 

price span for coworking between 1 990 SEK in Kista and 3 890 SEK at Östermalm. With an 

increase of the lowest set price, it is believed that performance could improve although the price 

also is a competitive factor.  

Whether location is an aspect which determines the financial result of a premise cannot entirely 

be established since location of premises included in one financial report (concerning Helio and 

Regus) cannot with certainty be separated. Both Helio and Regus have premises placed in both 

types of locations where it can be seen that the results varies. Regus’ premises outside the city 

center have lower profitability than the ones in the city, which can be the result of a 

differentiation in demand causing a larger gap between inflow of customers outside the city 

center than in it. For Helio however, their units placed outside the city are performing better 

than the ones placed in the center. Most of the respondents, operators and experts, have however 

claimed locations in the city center to be the ones more likely to survive a downturn. Concerning 

location it can be questioned whether profitability should be any different in the two scenarios 

since rent costs are higher in prime areas and lower in suburbs. In that way, the area which is 

more preferable to work at should determine the outcome of a premise’ performance. 

What however can be distinguished is that the low equity ratio among coworking operators 

implies the high leverage among the firms. According to Berk and DeMarzo 2016 high leverage 

firms are more sensitive to market changes. Further Ambrose et al. (2018) implies that with too 

many tenants, the default risk increases, which is the case for coworking operators. Implying 

coworking space is a sensitive business. 

In general terms, the coworking operators in Stockholm lack a solid profitability. Concerning 

solvency, the majority of coworking companies are weak with low equity ratio and cash flow 

liquidity in general. The interest coverage ratio differs more among the operators and the debt 

coverage ratio is generally above one. Even if the debt coverage ratio is solid, it does not cover 

the other weak ratios to be able to call coworking operators solvent. To be added, both 

profitability and solvency ratios have been volatile over the past five years. The high volatility 

among the coworking operators’ financial ratios implies difficulties to forecast a future scenario 

for coworking operators’ profitability. Since the coworking market is immature and several of 

the companies are in a startup phase, it is normal to have a volatile financial performance. 

Consequently, the future will have to tell the financial performance of coworking. This 

uncertainty argues for the importance to find a solid business model for coworking operators to 

become profitable. 
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8.2 Similarities with the business models of hotels 

Hotel’s business model has been studied as several similarities between the two industries can 

be found. The space hotels are operating in are usually leased from a property owner which in 

turn is leased to hotel guests (Reuschel 2016). In the same way are coworking operators an 

intermediate between property owners and members. Comparable are also the lease contracts 

between property owners and hotels respective coworking operators which have a length 

around five to twenty years. Long leases are preferable when the market is stable and short 

leases when it is unstable, which presumably holds for coworking operators as well. These 

similarities have been seen among several of the interviewed actors in the office and coworking 

market. For the hotels, the contracts include conditions concerning what responsibility lies on 

which actor, for example cleaning which the hotel answers for. One of the operators have such 

an agreement with their landlords and are for example responsible for the facility management 

in the entire building they are active in. We see that these similarities can make it possible to 

implement a business model for coworking that is similar to the one of hotels. 

Furthermore, we can see from our empirical findings that the coworking sector is moving closer 

to how the hotel industry works. With hotels moving from offering rooms to offering service, 

we can see the same pattern for the office market going from offering square meters to 

delivering it in combination with service. The hotel industry is ahead in knowledge about 

service, meaning the coworking industry has a lot to learn from hotels. For property owners to 

change their business model to offer more flexibility and service, they should employ from the 

hotel industry. According to Zott and Amit (2010), changing the business model can however 

be demanding and when exploiting a new opportunity, as the property market may be doing 

now with coworking, changing the business model is not the first thing in mind for managers. 

Therefore, it may take time for property owners to implement a new business model which 

answers to the new demand for service. 

United Spaces is an actor who has adapted one feature from the hotel industry through 

negotiating with the property owner about revenue sharing rent. Coworking operators should 

benefit from a revenue sharing rent, though it could be difficult to find a property owner who 

would agree on it. However, revenue sharing rent is profitable for the two parties, as both are 

interested in the tenant’s economic performance. With revenue sharing rent, the risk is spread 

between the property owner and the tenant. Also, the rent costs become more flexible. Once 

again we see potential in modifying the business model of coworking towards hotel’s. 

Moreover, profitability can be measured in the same way for coworking as for hotels. 

According to Lee et al. (2019), the hotel industry use measures as Revenue per Available Room 

(RevPAR) and Gross Operating Profit per Available Room (GOPPAR). In the same way could 

coworking measure profit through revenue per available workplace or gross operating income 

per available workplace. The hotel industry has also been using overbooking as a system to 

handle cancellations of reservations (Ivanov 2008). While hotels have a certain number of 

rooms, coworking operators can rearrange their workplaces to fit the set-up required. Further, 

it is possible to work in the spaces’ cafés, which results in difficulties on counting number of 

workspaces. On the other hand, two of the coworking operators use a ratio of 1,5 when 
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estimating occupancy rate for their lounge spaces. From looking at which of the operators that 

do have best margins, overbooking lounge spaces may be key for profitability. According to 

Chiu and Huang (2011) an increased occupancy rate as result from offering campaigns on low 

prices do not necessarily have to imply greater profit margin. This can be compared with the 

coworking market as well, where increased occupancy rate due to price reductions is a non-

profitable strategy. This can further be elaborated as such a campaign also can result in an 

increase of other sales. Discussing this, we assume that discounts on prices to be profitable 

when starting a new brand or simply to draw attention to a place but not a desirable solution in 

the long run.  

Coworking operators are usually located in prime locations with high rent as the inner city and 

offers several value-adding services. Different levels of memberships including more or less 

services are offered by all operators studied. This calls for coworking spaces using a novelty-

centered design for their business model (Bouncken et al. 2016). Whether this is the most 

appropriate business model or not can be discussed. As seen, they are not making any profit on 

the current business model and it could therefore be appropriate for operators to use more of a 

efficiency-centered model to be able to cut down costs (Zott and Amit 2007; 2008) and 

consequently be able to earn more profit. On the other hand, we see that hotels in the inner city 

also work with a novelty-centered business model and are making profit. It may be possible 

that people are willing to pay more for a hotel than their office and hotels therefore have a larger 

margin. We believe that the willingness to pay more will increase when the coworking market 

matures. 

Followingly, for both hotels and coworking, the majority of the income is divided between hotel 

rooms and conference respective private offices and membership fees. Food, beverage and 

other services are mostly value adding products for coworking operators. What however get 

most affected in an economic downturn is the conference business. People go out to eat in 

upturns and are expected to be less probable to do so in downturns.  
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8.3 Coworking as a financial bubble-indicator? 

We see a few resemblances with the office market today and during the IT-bubble of 2001. 

Coworking stands for a large absorption of the newly signed office contracts in the city, in the 

same way IT-companies did in the early 2000’s. Further, the economic climate now and then 

were preceded with long periods of strong growth according to an office market expert and 

representatives from a bank. During the IT-bubble, Amazon was worth more than five major 

airlines together. We see a comparison with WeWork’s valuation today, which is greater than 

the 25 largest Swedish property owners the stock exchange combined. This calls for a non-

grounded pricing according to Lux (1995) and Reed (2010). Even if this research is limited to 

operators already operating in Stockholm and WeWork not yet has initiated their business in 

Stockholm, it is unavoidable to mention the value of WeWork in this context as it can be seen 

as a warning sign similar to Amazon during the IT-boom. This can further be connected to one 

of the office market experts’ statement “Good supply of capital and the wish for funding 

investments in trendy segments, like coworking, leads to high expectations which in turn can 

lead to overvaluation”. The parable between coworking and a bubble has after all been seen 

before, when Moriset (2013) described the situation in North America and Europe as a 

coworking bubble. We believe this statement to, even so, fit the coworking climate in 

Stockholm today.  

Moving onto the already mentioned operators, Convendum and WeWork, which both are two 

aggressively expanding operators. One can connect these to the “get big fast”- and “first move 

advantage”-mentality expressed by Crain (2014) with rapidly increasing their number of spaces 

to gain market shares at the same as they prevent competitors to enter the market. Both 

Convendum and WeWork have strong financial muscles through risk capital and strong 

ownership, which is needed for this kind of rapid expansion. Similarly, IT-companies were 

financed this way during the IT-bubble. 

When further comparing the coworking sector today and IT-companies in the early 2000’s, it 

is possible to see how several investments in these companies were realized even if solid 

financial statements were missing. Further, several property owners are now starting their own 

flexible concepts which are much like coworking. We see a broader type of investors entering 

the market today, for example property owners and pension funds. As development moves fast 

today, property owners buy into coworking and rush into finding their own take on coworking 

just to jump on the bandwagon. These decisions may be based on unconsidered decisions 

making the investments risky. Additionally, property owners are not used to handle service to 

the degree which coworking demands. This way, property owners are acting in a market which 

initially not is their own but a new market to discover. 

To connect what is said above with earlier literature and our theoretical framework, an investor 

who raises capital to coworking operators today may be influenced by other investors doing the 

same. A broader type of investors entering the market can be seen as a bubble indicator (Shiller 

2014). The high expectations and the fact that others are investing may lead to beliefs that 

coworking is a good investment even though fundamentals may disagree. This would indicate 

that the investors may act according to herd behavior (Keynes 1936). The high degree of 
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uncertainty and high expectations for a new market segment drives investors to make irrational 

decisions which can result in overvaluation (Valliere and Peterson 2004; Crain 2014; Lux 

1995). This can be reflected on today’s investment behavior in coworking. The question here 

is if the investments are spurious herding or intentional herding, meaning if they are reacting 

on new information or simply copying what others do (Bikhchandani and Sharma 2001). In this 

case it can be debated whether the demand for flexible space is the affecting factor or if the 

trend of investing in coworking is more prominent. In fact, the type of behavior may differ 

between the actors. Analyzing the property market, the transactions and new coworking 

businesses starting out, it can be seen that some of these operations have been performed as 

reactions rather than proactively developed on the market. Some have been reactions on 

demand whilst other are reactions on other businesses starting coworking. 

Compiling the respondents’ interpretations of the current economic climate, the majority is not 

worried about a recession. Though, several operators mention that some of their competitors 

may have reasons to worry. The confidence perceived by the operators may however be 

evidence of overconfidence behavior. In accordance with Ricciardi and Simon (2000) this 

entails that actors see a risk or no profit within the business but believe that they themselves 

will overcome this. These resemblances with the economic climate during the IT-bubble and 

the behavior among market actors can be an indication of today’s market being in a coworking 

bubble. As both Johnsson and Fowler (2011) and Brunes (2006) mean that overconfidence is 

important in an evolutionary standpoint, Scheinkman and Xiong (2003) and Ho et al. (2016) 

agree on the behavior causing market bubbles. Moreover, due to the market segments novelty, 

the market is uncertain as it also was during the IT-bubble (Valliere and Peterson 2004; Crain 

2014). Bessière and Elkemali (2014) means lead to overconfidence. Therefore, we believe a 

coworking bubble may exist.  
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8.4 Coworking’s performance in an economic downturn 

Having a well-diversified portfolio of tenants from different industries is one of the keys to 

overcome an economic downturn. Also having tenants of different size is important since a 

large tenant induces more risk than a small one due to the large vacancy that occurs when 

leaving. Helio for example learnt to diversify its members by the market during the IT-crisis. 

At this time, they used to have all of their clients in the tech industry, which is a sector highly 

correlated with the movements in the market according to Berk and DeMarzo (2016). When 

the IT-crisis hit, large spaces became vacant due to member’s bankruptcy. Ambrose et al. 

(2018) and Capdevila (2013) confirms that diversification of tenants can eliminate specific risk, 

which in turn reduces total risk. Even if demand among large companies is increasing, most of 

the coworking clients are still SMEs, which according to Moriset (2013) are sensitive to market 

fluctuations. Moreover, Ambrose et al. (2018) discuss the risk induced by housing a lot of small 

tenants. A moderate level of tenants is to be preferred. The optimal situation would be to have 

several tenants in different company sizes and industries, as larger tenants are more probable to 

pay a stable rent (Ambrose et al. 2018), which some of the operators have. Our believes are that 

some coworking operators have to take this into consideration since too many small tenants 

increase the default risk, indicating that coworking is a sensitive business.  

 

Figure 3. Visualization of risk in relation to number of tenants 

From our empirical findings, we found that coworking may perform better than traditional 

offices in an economic downturn, since coworking houses a greater amount of tenants than 

conventional landlords do. Ambrose et al. (2018), confirms that fewer tenants within a property 

increase the default risk. Though, what should be mentioned is that their clients may be weaker 

than the ones at traditional offices. Some of the studied spaces have a cluster tendency, which 

is typical for coworking spaces according to Capdevila (2013). This indicates that companies 

within a certain industry, for example banks and lawyers turn to one place and media related 

companies to another, as confirmed by the operators. Marketing is an example of an industry 

which is sensitive to market changes (Deleersnyder et al. 2009) and would if clustered at one 

premise and found in an economic downturn most likely affect the outcome of the coworking 

space. 



 

54 

 

Another topic of discussion is how the existing members are likely to act in a recession. We 

found flexibility being valuable in an economic downturn. Small clients may leave the space 

due to bankruptcy or to work at home or in a café instead while there also could be an inflow 

of new clients leaving their conventional contracts. Both Botsman and Rogers (2011) and 

Capdevila (2013) mention flexible spaces as a way of cutting costs for companies which support 

the idea of coworking being more attractive in an economic downturn. Further, the coworking 

sector in North America and Europe may have spun off from the Global Financial Crisis of 

2008. Spain, which according to Moriset (2013) was one of the worst affected countries, had 

the second largest amount of coworking venues in Europe in 2013. This may be due to low 

rents and low salaries from the crisis which motivated the inhabitants to start their own 

enterprises (Moriset 2013). This speaks for coworking being a recession business and would in 

turn mean that coworking is an economically sustainable business. Similarly, with coworking 

being space efficient, it can be claimed ecologically sustainable as well.   

Additionally operators offering a low membership fee to fill up empty spaces and enters the 

market now when rents and competition are high or aggressively expand will have problems 

with surviving an economic downturn. Although, several operators have rent alleviations in the 

beginning of their lease contracts, signing a contract in the Stockholm office market today is 

expensive. Especially due to the length of the contracts stretching between five to twenty years, 

being stuck in a long lease contract can be costly. Without margins, low solvency and lack of 

financial muscles, it will be difficult to endure and overcome a financial downturn. From the 

financial analysis, it is proved that the majority of the operators have a weak solvency and no 

or low margins. A solution for some coworking businesses could be to convert their space to a 

concept formed by another successful coworking operator. This would make coworking space 

a franchise product. Anyhow, with high costs and no capital injections some coworking 

operators are expected to disappear from the market in a consolidation. The questions remains 

- Which coworking operators are prone to survive? 
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8.5 A market undergoing change 

It is possible to see an increase in awareness and demand for flexibility and short leases. As 

mentioned, the target group has broadened from SMEs to larger companies. Coworking is a 

global trend and several of the respondents believe it will be a natural part of the office market 

and in combination with conventional lease contracts. As for hotels when long-stay hotels 

entered the market, there was worry for it to compete with traditional hotels but after some time 

on the market, the different solutions have come to coexist and fulfill different needs of 

accommodation. To be mentioned is that trends vary over time, which could be the case for 

coworking. Further, with the technology and generation shift, it is possible to see a change in 

how people work today - one can work wherever and whenever, also supported by Moriset 

(2013) Gerdenitsch et al. (2016) as well as Gandini (2015). The requirements of service at the 

workplace have increased and coworking is a great example of how to meet this new demand. 

Also, it is important for property owners to meet this new demand (Halvitigala and Zhao 2014). 

Several industries, such as the car and bank industry, have undergone a transformation from 

offering a product to offering a service - servicification. Similarly, the hotel industry is a 

business that now focuses a lot on service instead of just offering a hotel room. We see several 

similarities between coworking and the hotel industry and how the coworking sector is moving 

closer to how the hotel industry works. Coworking could possibly be the submarket in the office 

market leading the way for the office industry to undergo a servicification. A visualization of 

how the office market is moving closer to the hotel industry can be seen below in figure 4. This 

would speak for the coworking sector continuing to be an attractive choice of workplace. In 

line with this is the low requirements of becoming a member at a coworking space which makes 

it a suitable option for a wider clientele than conventional leases (Vidailette and Bousalham 

2018). 

 

 

Figure 4. Visualization of how the office market is moving closer to the industry. 
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Disregarding coworking operator’s financial situation which has shown to be poor, there are 

aspects pointing at the coworking sector to keep on growing. With the large change in the office 

market, new ways of appraising properties and estimating vacancy rates have to be invented. 

Thereto flexible space is in need of a persevering business model. With the immature market 

for coworking, a more mature industry that already have shown to have similarities with 

coworking, hotels, can be learnt from. Moving on, for property owners to offer coworking 

themselves, they need to understand service, which not is the case today. Property owners 

understand square meters but not service. In fact, Green (2014) expressed property owners as 

the slowest adopters to coworking due to comfortableness in offering square meters to large 

corporations. With the generation and technology shift which has changed the demand for 

office spaces, the question is for how much longer the existing business model will be used. 

As mentioned, coworking could be a market bubble which as a consequence could result in a 

collapse of the industry. However, Panko (2008) states that it is normal for new market 

segments with high potential to create a bubble. It is characterized by too many firms competing 

in a limited market where profitability is unusual. This reflects the coworking industry today. 

Anyhow, Panko (2008) claims that after a market bubble, there is a chance for remaining 

companies to become profitable. With this having happened to the IT-industry, we forecast this 

could be the case for the coworking industry. 
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9. Conclusion 

This section aims to conclude the study performed and emphasize its main outcomes. 

Limitations and suggested further research can also be found here.   

9.1 Outcomes and contributions from the study 

The aim of this study was to determine when coworking operators become profitable, if they 

are persevering enough to survive an economic downturn and if coworking will affect the office 

markets’ business model. To answer these questions we have examined other industries and 

used these as benchmarks and sub questions to the main problems of this thesis. From a business 

economic point of view, hotels’ business models for profitability and similarities with 

coworking have been investigated whilst a market perspective has been used to study the 

similarities with the IT-bubble. Concluded from this, profitability in coworking and hotels are 

resembling in the way they measure occupancy rates, although coworking companies can 

rearrange their set up more easily. Further, service is a prominent factor in both cases and 

overbooking an applicable performance increaser. Subsequently, the market climate as of 2019 

relates to the climate leading up to the IT-bubble which signals for a coworking-bubble to take 

place today. 

With high expectations, potential and uncertainties on a new market segment, the behavior on 

the market points at a market bubble. At large, behavior with lack of support from fundamentals 

can be seen in several factors connected to coworking, for example overconfidence and herd 

behavior. Overconfidence occur among coworking operators who believe they perform better 

than their competitors and herd behavior among investors - who are jumping on the bandwagon. 

Parallel to a possible overvaluation of WeWork, a “get big fast”- and “first move advantage”-

mentality there exists indicators of a bubble taking place. Anyhow, after a market bubble there 

is a chance for surviving companies to become profitable. This indicates a downturn would lead 

to consolidation, in other words wipe out the weak companies and leave the strong ones 

standing.  

Another conclusion from the analysis is that coworking operators in Stockholm not show a 

solid profitability or solvency. The financial ratios have been highly volatile over the years 

which results in difficulties to forecast the future of these companies. Thereto, the longer a 

company has operated, the more likely it is to be profitable. Experience is a success factor. This 

has partly to do with the time and capital needed for establishing a brand and business as well 

as clientele, a phenomenon which not is bound to coworking but rather a general business fact. 

The companies also need time to figure out how they operate most efficiently and what business 

model they want to use, it is a trial and error phase. We see overbooking of lounge space as a 

key for profitability and do therefore suggest all operators to apply this tool to their business 

model. We can further see a mix of offering both office space and conference space as a success 

factor. Private office space and membership fees are the largest incomes for coworking 

companies while conference fluctuates with the business cycle. Café and restaurant services are 

entities which are classified as value-adding and not products generating profit. Following, we 

see a new trend of property owners and investment firms investing in coworking companies. 
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Though, not yet reflected in the financial statements and therefore not viewed as a factor 

affecting profitability. Operators with a clear ownership and access to capital are however prone 

to perform better both in the short-term and long-term.  

Followingly, coworking operators will be dependent on contracting new members when in a 

downturn since their financial statements are most palpable not to be enough. In addition, these 

members will have to fit the diversification of members at the premises. If diversified, a 

coworking space housing numerous members with different size from different industries might 

handle a downturn better than a conventionally leased space with few tenants. An optimal 

amount with different types of members have to be found. City located units are also more 

inclined to perform better in a downturn although not entirely concluded in this study. As the 

majority of the operators are new on the market or have had renegotiations recently, contracts 

have been signed in a climate where rents have been high. Initially, this means rent costs for 

operators are high and since this is a fixed cost, and the most prominent, operators are prone to 

have difficulties with this in an economic downturn. Conversely, operators which have signed 

their contracts in economic downturns have lower rent costs and are therefore likely to make it 

out of a downturn or recession better. To gird for a downturn we suggest coworking operators 

to reinforce revenue sharing rent in their contracts so that risk is portioned on both the operator 

and the landlord. This way, part of the rent becomes flexible and both parties have an interest 

for the coworking space to perform well.   

Connecting this to the business model for hotels, revenue sharing rent is the most common 

agreement between hotels and their property owners. From the study, the concluded similarities 

between the business models for hotels and coworking are long contracts with property owners, 

service and sources of income. Another comparable aspect is the way which both actors work 

with efficiency of space to maximize profit at the same time as maintaining a pleasant space 

which is sustainable from a social point of view. What however differentiates the business 

models is the way which occupancy rate and overbooking is used. Coworking is more flexible 

in terms of how needs can be met through moving furniture or changing a private office into 

coworking seats when required. In comparison, hotels have a fixed number of rooms which 

enables them to generate an exact occupancy rate every day. Although occupancy rates for 

certain memberships are difficult to calculate, overbooking can be used to a greater extent for 

coworking than hotels. In total this entails several similarities between the two industries and 

that coworking should develop their business model in accordance with the one of hotels.  

With property owners taking notice of the demand for flexible space and sometimes let other 

operators take on the business instead of answering to it themselves, we see evidence of the 

office market going from being in control by property owners solely to grant some of that 

control to their tenants. This movement is hardly a proactive choice made by the property 

owners but a reaction on the demand for flexibility. With the adaptation to technology and 

generation shift, workers have become mobile and in turn started demanding more from their 

workplaces. Service has become more important as workers are supposed to put all their 

attention into their work tasks and less on food, beverage, hospitality and facility management. 

The increased demand for service can be seen as a result of an economic upturn but with the 

circumstances mentioned, it is expected to become normalized. In other words, the office 
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market is currently undergoing a servicification. The demand for offices is changing and with 

flexibility becoming an outstanding factor, the conventional business model is outdated. To 

concretize, the office market is in the start of a change where the fundamentals of offices and 

their business model have to be reinvented. Connecting this to coworking moving towards 

hotels, the office market is in terms of flexibility and service moving the same direction.  

To summarize, the study contributes to research about early stages of development of a new 

phenomenon on the market. It is done in the way coworking operators financial status has been 

mapped out and practical solutions given for increasing profitability and perseverance. Insights 

on the operators’ own perspective of coworking and ways to advance their businesses have 

been found. From a broader perspective of society, it has been concluded that investments 

should be rooted in solid financial statements to avoid and minimize the risk of bubbles and 

economic downturns. Contributing to the real estate market, a correlation between the 

coworking sector and hotel industry has been found as well as the office market going through 

a servicification. This implies a movement towards the business model of hotels for the entire 

office market. Despite the fact that the coworking business model, as of today, is lacking 

financial stability and will face difficulties during an economic downturn, the phenomenon of 

coworking is here to stay. 

9.2 Limitations 

During the conduction of this study, limitations which have affected the outcome were 

encountered. Foremost, it has been restricted to the business of real estate. Out of the nine 

operators investigated, three declined to participate in an interview and out of the respondents, 

the majority was unable to answer to the financial parts of the questions. Investors were not 

interviewed due to lack of response. In addition, some information was sensitive and 

confidential and therefore not taken into consideration in this study. Time was another aspect 

which limited the study.  

9.3 Suggestions for further research 

As concluded, coworking is a novel concept, something which makes it interesting to look into 

the aspects of profitability and perseverance when the market has matured further and operators 

have been running their business for a longer period of time. Further, when the business is more 

mature it would be interesting to investigate how the owner structure of coworking operators 

affect their profitability. Another suggested research would be to make an in-depth study about 

servicification linked to the real estate market and compare it to other industries, for example 

the car industry which has gone through a servicification. Bundling and branding are two other 

subjects associated with coworking whose effects and significance would be interesting to 

measure. 

Additionally, an extension for this study would be to investigate other member oriented 

industries and benchmark against their business models and measurements for profitability. It 

would further be interesting to scrutinize how coworking is and can be appraised as well as 

examine how soft aspects of the phenomenon are estimated and if they are at all.   
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