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Background: Real estate investments are more frequently crossing borders. The national 

cultural differences, which are influencing investment preferences and decision processes, are 

challenging Real Estate Companies, whereas not only capital, but also individuals are moving 

more frequently across country borders. 

Problem Statement: Real-Estate Companies’ risk profile concerning uncertainty avoidance, 

regarding real estate investments haven’t been studied before, thus a gap in the literature is 

identified. 

Research question: What are the main characteristics of Real Estate Companies’ risk profiles 

considering uncertainty avoidance, in connection to national cultural differences?  

Aims and objectives: This study aims to identify risks, risk management tools, uncertainty 

avoidance in Real Estate Companies with different national cultural background, helping to 

develop a deeper understanding of the differences in their risk profiles. 

Methodology: I conducted a qualitative study with a deductive approach. Five interviews 

were made, one with a Swedish expert and four with Real Estate Companies from Sweden 

and Israel. 

Conclusion: I have found that the Israeli respondents are highly uncertainty avoiding and risk 

loving, but only regarding familiar risks, while concerning unfamiliar risks, they are rather 

risk averse. The Swedish respondents are weakly uncertainty avoiding and risk neutral, no 

matter known or unknown risks. 
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1. Introduction 

1.1 Background 

 

Decision-processes regarding real estate investments are characterized by complexity and 

investment preferences are remarkably varying among Real Estate Companies (Bartelink, 

2015). Real Estate Companies are differing in their risk profile, uncertainty avoidance, and in 

addition, the extent of the expected rate of returns and time patterns. Lin and Liu (2008) 

shows in their study that risk and return distribution upon successful real estate investments 

vary over real estate investors with different level of financial circumstances and holding 

periods. 

The main types of real estate are land, agriculture, residential, office, industrial and 

commercial. Each one of the type is influenced by different country-specific macroeconomic 

factors and trends. Lieser and Groh (2013) investigated the institutional and macroeconomic 

effects on real estate investment activities in different countries. They are confirming that 

economic growth, fast urbanization and compelling demographics have positive effects, while 

the lack of transparency in the legal framework, administrative burdens, socio-cultural 

challenges and political instability have negative effects on investment activities. 

Real estate investments are more frequently crossing borders due to globalization. Cross-

cultural challenges are furthermore appearing in the companies, whereas not only capital but 

also individuals are moving more freely and frequently across country boarders. The country-

specific determinants as macroeconomic factors and certain national cultural differences are 

affecting real estate investment decision processes in real estate companies. Gordon (2004) 

explains that the trend towards increasing international real estate capital movements is 

unquestionable, as is the growing volume of world trade in general. The origin and destination 

of the capital to be invested in real estate includes a great number of countries. Most of the 

capital moves from 8-10 countries to 20-25 countries seeking cross-border investments in a 

growing number. 
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1.2 Problem discussion 

 

In connection to real estate investments, companies are handling risks and uncertainty 

differently, mainly because of the great extent of variability of the outcomes caused by 

country-specific macroeconomic factors, trends, institutional affects and cultural differences. 

Lieser and Groh (2013) identified those drivers, which determine real estate investments in 

terms of capital supply and demand conditions. They identified great variances in all the 

drivers between countries. One of the drivers is the socio-cultural and political environment, 

which is reducing international real estate allocations. 

One of the consequences of the growing number of real estate capital movements abroad 

(Gordon, 2004) is, that Real Estate Companies are furthermore exposed to increased 

challenges with cultural contexts, influencing real-estate investments ( Lieser & Groh, 2013). 

Real Estate Companies might face those cultural context challenges also internally, thus 

human capital is indeed moving more frequently between countries. Those socio-cultural 

differences, which are influencing Real-Estate Companies’ investment decisions, considering 

risk and uncertainty, have not been studied yet. So far, research regarding Corporate Real 

Estate Risk Management (CRERM) is mainly theoretical, and it is unclear how risks are 

experienced in practice, and which risks are the most prominent according to their opinion 

(Bartelink, 2015). There is, though, a tested terminology used by Hofstede, containing four 

different criteria, describing national cultures. One of the dimensions is called Uncertainty 

Avoidance, where the fundamental issue is to measure the uncertainty avoidance, how society 

deals with the fact that the future is unknown and always will be. Strong uncertainty avoiding 

countries are paradoxically not refraining from advocating high risks, if they are well known 

(Hofstede, Hofstede & Minkov, 2010). 
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1.3 Problem statement 

 

The complexity of the risks associated with real-estate investments and the paradox between 

risk and uncertainty avoidance are strong indicators for further research. Real Estate 

Companies’ risk profile concerning uncertainty avoidance, regarding real estate investments 

haven’t been studied before, thus a gap in the literature is identified.  

1.4 Research question 

 

What are the main characteristics of Real Estate Companies’ risk profiles considering 

uncertainty avoidance, in connection to national cultural differences?  

1.5 Aims and objectives 

 

This study aims to identify risks, risk management tools, uncertainty avoidance in Real Estate 

Companies with different national cultural background, helping to develop a deeper 

understanding of the differences in risk profiles. 
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2. Theoretical Framework 

 

2.1 Risk  

 

Risk is something all companies would like to minimize or eliminate. Hofstede, Hofstede and 

Minkov (2010) are defining risk as a probability that a certain event will emerge, generating 

differences in anticipated outcomes being associated with anxiety. Another, more accurate 

definition of risk in financial terms was described by Katzler (2005) as standard deviation, 

and it is calculated by historical or expected deviation from the mean. Guerron-Quintana 

(2012) defined risk as the unknown outcomes, whose odds of happening can be measured and 

studied in-depth. 

Risks connected to real estate investments are by nature very complex, and are being subject 

to numerous studies, trying to identify the real estate specific ones. Risk perception was 

identified and analyzed by Bartelink (2015) in connection to real estate practices, listing 43 

risks divided over six categories, defined as possible causes that might influence added value 

to the shareholder value.  

1.Development risks: financing, planning, design and budgeting in connection to renovations 

or developments 

2.Financial risks: liquidity, cost of capital, book value, return on investment 

3.Operational and Business Policy risks: cost rise related to facility management, 

malfunctioning installations, health and safety, real estate flexibility, occupancy rate, office 

layout, high enter and exit costs related to relocation, expansion profile 

4.Location risks: location might not be the best, core production facilities are not available, 

accessibility, no suitable suppliers available nearby 

5.Appearance risks: shareholder value might be negatively influenced by the design and 

maintenance  
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6.External and regulation risks: natural disasters, terrorism, political and social unrest, 

economy, property market, regulations, data availability, technological advancement changes  

(Bartelink, 2015) 

2.1.1. NPV versus Real Options 

 

During valuing investment opportunities, two basic financial principles are applied according 

to Brealey, Myers and Allen (2014); a) a safe dollar is worth more than a risky one, b) a dollar 

today is worth more than a dollar tomorrow. In practice this means that time and the 

embedded risk are determining the project value today. Future cash flows are discounted with 

a certain rate of return during a definite time.  

When real estate investments are considered, the Net Present Value (NPV) rule is often used 

among practitioners to check profitability. In efficient markets, the present value of a project 

is equal to the market value. NPV is arising from property development or investment, as a 

net contribution to value of the firm. When the NPV is zero or positive, the project is 

accepted, if negative, it is rejected (Hwa, 2008). NPV rule is resting on the basic assumption, 

that future cash-flows are certain and the rate of return is fully compensating investors for the 

anxiety caused by the defined and measured risks. If the cash-flows are uncertain, the 

calculation of the net present values is wrong; the profitability of the investment is 

questionable (Brealey, Myers & Allen, 2014). NPV calculations are, on the other hand, not 

taking into consideration the changing nature of markets. Cash-flows might differ from what 

managers had anticipated, nevertheless they might also have the possibility to revise original 

plans and conduct new strategies. The management’s inherent flexibility to changes is 

identified as Real Options (Ott, 2001). The use of Real Options is advocated by Brealey, 

Myers and Allen (2014), when future cash-flows are uncertain. There might be important 

information, unidentified variables to discover. The biggest fear is from the unknown 

unknowns, unk-unks as researchers name it. When no unk-unks are found, managers often 

make sensitivity analysis. There are numerous analysis practices, but none of them recognizes 

the possibility to modify the projects. The option to modify a project is one of the definitions 

of Real Options. The main categories of Real Options are expansion options, abandonment 
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options, timing options and production options (Brealey, Myers &Allen, 2014). In empirical 

studies of Real Options, O’Brien, Folta and Johnson (2003) explain that uncertainty is one of 

the most difficult factors to quantify. They are criticizing the approach, which is commonly 

used in economics, which is calculating the variance of some output based on historical data, 

failing to handle unpredictable trends, causing changes in the measures.  

Real Options can be valued using existing option-pricing methodology. This estimation is 

linked to a NPV analysis, presenting the static values, and also the option value. Real Options 

are used in real estate development projects, according to the academic literature. The 

importance of uncertainty has revealed in the land option model, where factors are explained 

and are affecting development decisions. The value of the option increases as uncertainty 

about the future value of a built property is increasing (Ott, 2001). Bulan, Mayer & 

Somerville (2009) are, on the other hand explaining, that Real Options have limited power to 

predict future investments, while the markets are competitive. Firms with strategic market 

power have better odds to gain more, when the uncertainty is high. The authors are 

concluding that investors are delaying development projects, when real-estate prices are 

unpredictable, uncertain, and exposure to market risk is high. They are declaring, in addition, 

that competition is reducing the receptiveness of using real options to handle volatility.  

2.1.2 Diversification versus Value Additivity 

 

All management strategies start with the identification of risk,  Huffman (2003) explains. He 

is proposing five management tools to reduce, or eliminate risks identified in connection to 

real estate investments. Due diligence is prior to all, with its effort to understand, measure and 

quantify the risk of the corporate activities. The aim is to reduce risk to an understandable and 

acceptable level. Due diligence usually contains an adequate market analysis, helping to 

understand the market changes. Huffman (2003) is furthermore explaining that property and 

liability insurances are aimed to reduce risk in connection to real estate usage. Other tools are 

hedging strategies, including the use of options to buy additional property if needed, renew 

leases, holding excess spaces to minimize future expansion costs, renting out excess spaces to 

tenants in order to shift some expenses to them. Diversification strategies includes buy and 
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leases in order to avoid capital binding, and by that reducing financial risks. Real Estate 

Companies can also use geographical diversification strategies, and by that reducing the risks 

of being active on one single real estate market and economy, weather related stagnations, 

transportation and distribution obstacles. On the contrary, Byrne and Lee (2000) realized, that 

geographical diversification is less effective to reduce risk than diversification strategy, across 

real estate sectors. They used a large dataset of 392 locations in the UK for their research to 

detect diversification methods. Katzler (2005) suggests on the other hand, that risk reduction 

can only be achieved by diversification between homogenous groups, made by property type, 

geographic or economic region. With the help of diversification, the unique, object specific 

risks are reduced or eliminated, minimizing the deviations, which are not caused by the 

market. The optimal diversification is achieved, when the asset portfolios are providing the 

highest possible return at a certain risk level, or the lowest possible risk at a given return level. 

The unique risk associated with real estate assets might be eliminated by portfolio 

composition. Brealey, Myers & Allen (2015) have doubts, if risk reduction through 

diversification was a proper tool for companies.  Diversification is only relevant for investors, 

who can hold a number of other securities, to buy shares in mutual funds, in order to minimize 

the risk. Where there are competitive capital markets, diversification is not adding or 

subtracting to firms value. The authors define Value Additivity, as the market value of a firm 

being equal to the sum of the present value of the assets combined. They believe that present 

values add even when the risk is identified and considered high.  

2.1.3 Risk profiles 

 

The risk taking profile of firms practicing real-estate management is examined by Huffman, 

explaining that the firms risk profile depends on the willingness to accept, reject or hedge the 

volatility associated with revenues. According to the author, due to the complexity and the 

large number of the risks associated with real-estate developments, only firms with the highest 

level of risk acceptance profile would be engaged in such investments, and preferably with the 

help of an in-house development team. Real-Estate Companies considering developments 

should use specific standards to reduce development risks (Huffman, 2003). Pindyck and 

Rubinfeld (2013) are describing on the other hand, that only few people are risk loving, at 
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least with respect for major purchases or large amount of income or wealth. The authors are 

defining risk loving, risk neutral and risk averse profiles, differing in their willingness to bear 

risk. According to them, risk averse is the most common risk profile. Another aspect of the 

risk profile is illustrated by Brealey, Myers and  Allen (2014), confirming that differences in 

risk taking profiles exists due to the differences in attitudes and beliefs about probabilities 

towards risks. Based upon the prospect theory, investor’s preferences are depending on their 

past experiences: previous gains and losses are always taken into account when future 

investments are to be considered. Investors are averse to any loss and always need a high 

return to compensate. The authors are emphasizing the fact that investors may make 

systematic errors when they are trying to estimate the probability of an uncertain event. Future 

outcomes are related to what happened in few similar situations earlier. Investors might also 

be too conservative, being rather slow to update their beliefs, or they can have problems with 

their overconfidence.  

2.2 Uncertainty avoidance 

 

Uncertainty is a situation when the outcomes are not known, causing anxiety. Uncertainty is 

not a measurable phenomenon. It is, to a large extent, subjective in nature, mainly related to 

feelings of ambiguity and stress with regards to the unknown. The authors are emphasizing 

that uncertainty avoidance should not be confused with risk avoidance (Hoftede, Hofstede & 

Minkov, 2010). Guerron-Quintana (2012) distinguishes between risk and uncertainty, saying 

that risk is that unknown, whose odds can be measured and studied, while defining 

uncertainty as uncertain events that we do not even know how to describe. Ashraf, Zheng and 

Arshad (2016) analyzed bank risk taking company behaviour in different countries, searching 

for correlation between risk taking and Hofstede`s national cultural dimensions. Their 

quantitative research confirmed what Hofstede, Hofstede and Minkov (2010) are defining as a 

paradox that high risk taking exists more often in companies with high uncertainty avoidance. 
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2.2.1. Hofstede’s national cultural dimensions 

 

Hofstede studied the cultural and management field in the 1970s, studying how management 

is affected by cultural differences. He conducted a research using a survey, examining issues 

to work situations among employees working for IBM in 64 countries. He used the results to 

create a comparison between cultures on five dimensions (Browaeys & Price, 2015). Kaasa, 

Vadi and Varblane (2015) are highlighting, that national cultural dimensions must be used 

with care. While some dimension might have impact on a certain business phenomena, the 

other dimensions might have no relationship to it at all. The authors furthermore believe that 

multinational companies should consider the regional differences, not just the national 

differences when entering a country.  

Hofstede’s work provoked a lot of criticism. Nevertheless, his work was applied by other 

researchers, using his statistical methods to study other groups, including students and 

commercial airline pilots. These replicated studies are validating the first four dimensions, 

while the fifth is accounted to value-orientation, emerged from research made in China 

(Browaeys & Price, 2015). 

Hofstede’s five dimensions: 

Power distance (high/low): refers to the extent to which individuals accept that power is 

unequally distributed; has to do with attitudes towards authority; distance between individuals 

in a hierarchy; the extent to which subordinates are dependent on their bosses 

Uncertainty avoidance (high/low): measures the extent to which people avoid uncertainty, 

feels threatened by ambiguous, risky situations; life is a battle against anxiety and stress; 

includes attitudes towards predictability, change, formal rules and regulations 

Individual versus group orientation: it is about the relationship between the individual and the 

group; independence and interdependence; loyalty towards oneself and towards a group 
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Masculine versus feminine orientation: measuring assertiveness; competitiveness; work goals 

(earnings, advancement) contra personal goals (co-operation, relationships); attitude to work 

Short term versus long-term orientation: virtues related to past, present, future; respect for 

tradition; preservation of face; fulfilling social obligations 

 (Browaeys & Price, 2015)  

2.2.2 Uncertainty Avoidance Index 

 

The feeling of uncertainty is collected, learned and may be shared with other members of a 

society, belonging to the cultural heritage of societies. Societies are trying to prevent 

uncertainties through laws and regulations. Uncertainty is transferred through family, school, 

and the state, leading to collective patterns of behaviour. Uncertainty avoidance is the extent 

to which individuals within a culture feel threatened by the unknown and ambiguous 

situations (Hofstede, Hofstede & Minkov, 2010). 

Each country and region in Hofstede’s IBM research was 

assigned an uncertainty avoidance index (UAI) score. 

Latin American, Latin European, Mediterranean countries, Japan, 

and Korea have high UAI scores. German-speaking countries, 

Austria, Germany, and Switzerland have medium high UAI 

scores. Asian countries (other than Japan and Korea), African 

countries, Anglo and Nordic countries, and Netherlands have 

medium to low UAI scores (Hofstede, Hofstede & Minkov, 

2010). 

Facets of high UAI scores:  life is a battle against anxiety and 

stress; willingness to accept risks which are known, but the  

unknown is perceived as a danger; countries appreciate authorities,  

Figure 1. Uncertainty Avoidance 

Index 

Figure 1 Note:  Adapted from Cultures 

and Organizations:softwer of the 

mind:intercultural cooperation and its 

importance for survival Hofstede, 

Hofstede & Minkov , 2010, McGraw 

Hill, USA 
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who lay down the rules to prevent ambiguities (Browaeys & Price, 2015). Rather than risk 

reduction, uncertainty avoidance leads to a reduction of ambiguity; looking for structure in the 

organization, institutions, relationship, making them interpretable and predictable; being 

engaged in risky situations in order to reduce ambiguity; starting a fight with an opponent; 

expressive and impulsive cultures; people talk with their hands; socially accepted to raise the 

voice, to show emotions (Hofstede, Hofstede & Minkov, 2010). 

Facets of low UAI scores: anxiety level is relatively low; lower expressiveness; aggression 

and emotions are not supposed to be shown; noisiness; emotional behaviour meets with social 

disapproval; stress cannot be released in activity, it has to be internalized; there is less 

urgency; familiar and unfamiliar risks are accepted; uncertainty is considered as a normal 

feature of life (Hofstede, Hofstede & Minkov, 2010). 

2.2.3 Uncertainty Avoidance in the Workplace 

 

High scores in UAI: Laws and regulations are methods societies are using to prevent 

uncertainty. Uncertainty avoiding societies are dealing with more formalities controlling the 

rights and obligations of employers and employees. People like to be busy all the time, are 

considered emotional, aggressive, and suspicious. Life is short, time is money.  Top managers 

are dealing with the daily operations, the organization contains more specialists and they have 

a strong belief in expertise on the work floor. Comparing the self-employment levels with the 

uncertainty level, surprisingly more people are willing to risk self-employment in strong 

uncertainty avoiding cultures. 

Low scores in UAI: in countries with weak uncertainty avoidance, formal rules are not 

considered sacred, but are still better followed. Weak uncertainty avoiding cultures are 

described as being dull, quiet, easygoing, indolent, controlled. Managers are occupying 

themselves more with strategic problems rather than the daily operations. Strategic problems 

being unstructured are requiring greater tolerance for ambiguities than operational problems. 

The fact that weak uncertainty avoidance leading to more strategic planning does not 

necessary increase business effectiveness, economic success depends on more factors 

(Hofstede, Hofstede & Minkov 2010). 
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Table 1.Key differences between Weak and Strong Uncertainty avoiding societies 

concerning work, organization and motivation  

Weak uncertainty avoidance Strong uncertainty avoidance 

More changes of employer, shorter service Fewer changes of employer, longer 

service, more difficult work-life balance 

There should be no rules, other than strictly 

necessary 

Emotional need for rules, even if they will 

not work 

Work hard only when necessary There is an inner urge to be busy, and an 

inner urge to work 

Time is a framework for orientation Time is money 

Tolerance for ambiguity and chaos Need for precision and formalization 

Belief in generalists and common sense Belief in experts and technical solutions 

Top managers are concerned with strategy Top managers are concerned with daily 

operations 

Focus on decision processes Focus on decision content 

There are fewer self-employed people There are more self-employed people 

Motivation by achievement and esteem or 

belonging 

Motivation by security and esteem or 

belonging 

 

 Table 1. Note:  Adapted from Cultures and Organizations, :softwer of the mind: intercultural 

cooperation and its importance for survival  Hofstede , Hofstede & Minkov , 2010, McGraw Hill , 

USA 

Zhang, Zhang & Zhang (2014) studied firm investment efficiency, and they found that higher 

uncertainty and masculinity levels in companies are resulting in lower level of investment 
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biases. These biases are influenced by national cultural dimensions, even if the company is 

using perfect governance and scientific decisions. They are confirming that national culture 

does influence a company’s investment efficiency. 

2.3 Summery of the Theoretical Framework 

 

Real estate investments are severely influenced by risk and uncertainty. Risks associated with 

real estate investments are identified as Development risk, Financial risks, Operational and 

Business policy risks, Location risks, Appearance risks, External and regulation risks. 

(Bartelink, 2015). Real Estate Companies are often using NPV in order to evaluate investment 

proposals, and it is considered as an excellent method for taking care of the risk associated 

with the offer, by using adequate rates of return adjusted to the specific risk level in concern. 

However, NPV does not take into account the uncertainty in cash flows, making the 

calculations error prone if there are differences. The use of Real Options is recommended if 

the changing nature of future cash flows is considered (Brealey, Myers & Allen, 2014).  

Diversification, due diligence, hedging and property insurances are other management 

strategies used in order to reduce, or eliminate risks associated with real estate investments 

(Huffman, 2003). Uncertainty perception is differing from country to country, influencing 

companies’ risk profiles. Countries with low UAI are more tolerant for ambiguities. While 

countries with high UAI are more disturbed by the uncertainty, they are, paradoxically, 

choosing riskier projects, unless the risks are familiar. Strategic planning is more common 

among countries with low UAI, while managers in countries with high UAI are dealing more 

with the daily operations (Hofstede, Hofstede & Minkov, 2010). 
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Figure 2.  Analyses Model : The characteristics of Real Estate Companies’ risk profile 
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3. Methodology 

3.1 Research type 

 

In this study I wanted to investigate Real Estate Companies1 risk profile, considering their 

uncertainty avoidance, in connection to national cultural differences. The nature of the 

research required that the respondents were expected to give detailed answers, referring to 

subtle and diffuse subjects, risk and uncertainty. I therefore chose to conduct individual 

interviews, with limited number of companies, in order to gain a deeper understanding of the 

differences in risk preferences and uncertainty avoidance among companies. The interviews 

with the Israeli companies were conducted on Skype, mainly due the existing inaccessible 

physical distance between our locations. The video conversation could be considered as a mix 

between an eye to eye and a telephone interview, combining those inherited advantages in 

connection to both methods. The interviews with the Swedish companies were, on the other 

hand, conducted on telephone, by the respondent’s request, most probably due to their limited 

time, but the implicit wish for anonymity is also considerable as a reason, which I had to 

compromise with. Jacobsen (2002) explains that it is easier to have an open conversation 

during an eye to eye interview. Observing facial expressions are helping to discover any 

disturbance from the respondent’s side, enabling the questioner to react in real time. 

Telephone interviews on the other hand are enabling anonymity, minimizing the interview 

affect. The interview affect means, that the physical presence of the questioner might 

influence the respondent to act in an odd way. Jacobsen (2002) explains that the most 

commonly used method to collect data, is the individual interview, when qualitative research 

is conducted. The author describes those cases, when the interview is preferable: when few 

units are to be studied; when it is important to know what the individual is saying and how he 

interprets certain phenomenon. 

After using relevant theories, based upon my prior studies at the university, I searched for 

relevant secondary sources, enabling me to develop the Theoretical Framework. Based upon 
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the Theoretical Framework, the Interview questions were developed in a way that the answers 

were supposed to provide necessary information for reflecting on the Research question. 

When a research starts with an existing theory, which is to be tested with empirical studies, 

Jacobsen (2002) determines that strategy deductive. Deductive approach has certain 

disadvantages and it provides a limited amount of new information. The author is furthermore 

presenting a phenomenon known as the self-fulfilling prophecy in connection to the deductive 

approach, when the researcher will only find what he had been looking for. The alternative 

approach could be the inductive one, when the researcher is conducting the interview with an 

open mind, without any existing theories. In reality, this option is almost impossible to realize. 

The research type that I used in this paper was thus determined to be a qualitative method 

with a deductive approach. Quantitative methods would require a large number of respondents 

making it impossible to collect in-depth information and they are also very costly. 

The theories used as basis for the Theoretical Framework are secondary sources in the terms 

of relevant Course Literature and Scientific Articles. Jacobsen (2002) is describing secondary 

sources as when data collection is conducted by somebody, other than the researcher himself. 

He is suggesting to not to rely on one single source; it is preferable to use a minimum of two 

sources for each subject, balancing each other.  

In this paper, I put the stress on finding a minimum two sources for each subject being 

discussed. For the theory search, the Halmstad University’s Library provided entry to 

databases like Science Direct, Emerald, JSTORE, Springer, where the majority of the 

Scientific Articles were found. These databases were used by considering their 

recommendations concerning their quality aspects. 

The following search words were used: risk and uncertainty, property risk, property 

management, real options, corporate real estate risk, uncertainty avoidance, corporate real 

estate management, risk management, Net Present Value 

Scientific Articles and Course Literature considered relevant for this study were thus 

collected. Following an accurate examination, the selections were made for the final ones, 

providing the existing basis for the Theoretical Reference Frame in this paper. 
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3.2 Instrumentation plan 

 

The Interview questions were developed from the theories presented in the Theoretical 

Framework. The questions asked to the respondents were aimed to collect information from 

the categories: Risk, NPV versus Real Options, Diversification versus Value Additivity, 

Uncertainty Avoidance and Uncertainty Avoidance in the Workplace. 

3.3 Selecting Respondents  

 

As described in the Problem Discussion, real estate investments are not just crossing borders; 

companies are facing cultural differences, both externally and internally, influencing risk 

management and uncertainty avoiding strategies. Respondents from small-to-medium-sized 

Real Estate Companies from Sweden and Israel were selected. I was working for Israeli Real 

Estate Companies for more than 15 Years in Hungary, which enabled me to gather reliable 

information from my former superiors - especially those still being active in real estate 

investments today. The cultural differences between Sweden and Israel are remarkable, based 

upon Hofstede’s country indexes, see Figure 1, which encouraged me to conclude the 

interviews with Swedish and Israeli Companies.  

Since the risks and uncertainty associated to property types are different, when the choice was 

made for appropriate companies, similarities in property types and activities, such as real 

estate investments and developments were preferred. The first interview aimed at analyzing 

Swedish Real Estate Companies is different from the others, because of the background of the 

respondent and his existing activities. He used to be the Chief Commercial Officer for the 

Swedish Property Federation (Fastighetsägarna) for more than eight years. His expert opinion 

in real estate investment strategies in Sweden was considered highly valuable for the purpose 

of the study, considering validity and reliability. During the interview, the questions were 

asked with focus on real estate investor perspective in Sweden, and answers were based upon 

his long experience as Chief Commercial Officer, representing more than 20.000 property 
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owners (Fastighetsägarna, 2016). After the first interview, I started to search, and found 

another Swedish respondent. The last interview was made with one of the largest Swedish 

Real Estate Companies.  

3.4 Data collection method 

 

The empirical data was collected by asking questions by telephone and Skype. Some people 

prefer to talk about sensitive issues eye to eye, since the personal contact creates more trust. 

Telephone interviews are not exactly recommended for more opened questions (Jacobsen, 

2002). As the interviewed persons from Sweden preferred to conclude the interview on the 

telephone, rather than eye to eye, I had to compromise, and to decline from Jacobsen’s 

recommendation. Since the Swedish respondents are for me unknown persons, their need for 

anonymity was acceptable.  As Jacobsen (2002) is explaining, beside the negative effects of 

the telephone conversations during an interview, there are some positive affects as well. In 

case the respondents prefer privacy, anonymity during the interview, telephone conversations 

might be a better choice for them. The video conversation on Skype with the Israeli 

respondents was fortunately reducing the existing physical distance, due to different 

geographical locations. When asking the questions on Skype, special attention was paid to the 

interview effect, as described by Jacobsen (2002), thus the questioner’s personal presence, 

facial expressions, body language might be influencing the respondent in his response. The 

interview effect is minimized when telephone interview is conducted. 

The country indexes, measuring the national cultural differences developed by Hofsteder, are 

available in the Course Literature. There is, in addition, a tool available on The Hofstede 

Centre web site, called Country Comparison (The Hofstede Centre, 2016), which was used to 

visualize and support the analyzes of the differences between Sweden and Israel.  

For the analyzes, company information had been collected from PEAB’s annual report 2015   

(PEAB, 2015) and from Whitefield’s web site (Whitefield, 2016). 
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3.5 Reliability and Validity 

 

Validity means that we are measuring what we wish to measure, defined as internal validity. 

External validity means that the results are relevant and representative for others (Jacobsen, 

2002). The first Swedish respondent is a real expert in Sweden in real estate investment 

strategies. His expert opinion in real estate investment strategies among real estate investors in 

Sweden is highly valuable for the purpose of the study, considering validity and reliability.  

Hofstede had founded and managed the personnel research department of IBM Europe. He 

used the database of scores, resulting from attitude surveys among IBM employees 

worldwide, to create a management tool to study issues relating to work situations. The 

representative nature of his research was often questioned; how IBM employees could be 

considered representative of national cultures. Nevertheless, his research method was applied 

by other researchers examining other groups. These studies together validated Hofstede’s 

original research, and today his work is an indispensable part of cultural and management 

studies (Browaeys & Price, 2015). 

I chose the qualitative approach to compare and validate the extent of the uncertainty 

avoidance in Real Estate Companies in Israel and Sweden, comparing them to Hofstede‘  

results, based upon his statistical survey, which is a quantitative approach.  

When quantitative methods are combined with qualitative methods, they are functioning as a 

critical test to each other. These two methods are used in combination, to validate the results. 

Differing results studying the same phenomena are indicating validity problems, if the results 

are matching, then we have strengthened evidence (Jacobsen, 2002). 

Reliability means that the research is trustful, and the study was made using reliable methods 

(Jacobsen, 2002). The respondents are experts with long experience in real estate investments. 

Sensitive questions were positioned consciously to avoid positioning effects. 
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3.6 Data analyzing method 

 

During the empirical data collection in this paper, the interviews were recorded, and all what 

had been said were later written down, without modifying the content. During the interviews, 

especially in connection to the Israeli respondents, large extent information were gathered, 

which had to be minimized and organized, creating a structure, based upon categories: Risk, 

NPV versus Real Options, Diversification versus Value Additivity, Uncertainty Avoidance, 

Uncertainty Avoidance in the Workplace. The interviews with the Swedish respondents were 

conducted in Swedish, which first had to be translated and then structured accordingly. The 

structured information entailed into the Empirical Study. The aim was to create order and 

transparency in the data, which are inevitable requisites for the Analyses and Conclusion. The 

structured data had been enabling the explicit and implicit information being reflected in the 

Theoretical Framework to reveal, and the interpretation could begin entailing into the 

Analyses and Conclusion.  

Jacobsen (2002) is describing the analyzing process of qualitative data in three steps:  

1. Description: researchers should provide a precise, detailed description of the collected 

data without personal comments or modifications. Situations, conversations should be 

properly registered 

2. Systematization and categorization: the large extent of information is often disordered, 

which should be organized and reduced before analyzes. It has to be done in order to get a 

clearer picture, not only for ourselves, but also for others 

3. Combination: after systematization of the collected data, interpretation might start, the 

researcher is going beyond whatever was experienced or heard. At this point all explicit and 

implicit information reveals itself for the researcher 
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4. Empirical study 

4.1 Whitefield Management Ltd 

4.1.1 Background 

 

Whitefield Management Ltd (Whitefield) is an international Real Estate Developer Company, 

situated in Budapest, Hungary. The CEO, Modi Gross, established the firm in 2002, and the 

aim was to develop residential condominium apartments in downtown Budapest. The 

company makes land acquisitions in downtown Budapest, mainly on primary locations, where 

the demand for newly built apartments has been growing tremendously since the end of the 

90’s. The company has started to simultaneously invest in commercial, industrial and office 

buildings, increasing the company portfolio with yielding products. The economic crises in 

2008-2009 affected the development activities very badly in Hungary. The real estate market 

is starting to recover now, some of Whitefield’s projects, which were idle for almost 7 years, 

are going to be completed in the upcoming year (Whitefield, 2016). 

 Gross has divided the company’s main activities into two main groups. Whitefield, alone or 

with some partners, is developing residential projects in Budapest, Hungary, and in Vienna, 

Austria. The other main activity is investments into yielding products offered to external 

investors. These products are commercial and industrial properties, with one big – for instance 

IKEA, ALDI – or several smaller tenants. The maintenance activities are usually outsourced. 

The property types in Whitefield are:  residential, commercial and industrial properties. The 

company has 9 employees, and has been active on the real estate market for 14 years. 

The decision processes are mainly depending on the owner structure of the specific project. 

The investors are most of the times private companies. Whitefield is working in partnership 

with an Israeli private equity fund named PROFIMEX, offering yielding products to private 

investors. Whitefield is preparing all proposals in cooperation with experts using due 

diligence. Gross emphasized the importance of the expert opinion, on which they are strongly 
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relying. In the evaluation processes, not only Whitefield’s company staff, but also external 

architects, lawyers and other experts are being involved. In those cases, when Whitefield is 

preparing a proposal for external investors, the final decision is made by PROFIMEX board. 

In all other cases, it is Whitefield managers, who are making the real estate investment 

decisions. The investors are relying on Whitefield managers’ expertise, and letting them make 

the decisions. 

4.1.2 Risk 

 

Gross identified the risk with vacancies as one of the main risks in connection to yielding 

products: commercial and industrial properties. These risks are strongly affecting investors’ 

expectation. He considered location and general real estate market risk associated with a 

specific location on country or on geographical level. 

Gross considered general economy and property market risk as known risk. He emphasised 

that financial risk is well known for all real estate investors. The liquidity and other financial 

risks, development risks in connection to residential properties are also well known risks, 

according to him. 

Gross explained that residential developments are attached to high location risk. He was 

highlighting that Whitefield is never investing outside of Budapest, even if the land price 

would be much lower, attracting other investors. Since all the other factors are very much not 

known and unpredictable, Whitefield would never even consider such an investment 

opportunity. The lack of sufficient suppliers, accessibility and other facilities are just a few 

factors, which are uncertain outside of Budapest, according to him. Another important aspect, 

according to Gross, which would influence Whitefield to reject a project, is high uncertainty 

regarding the legal background. 

When answering the question if they could consider accepting a project, even if the risks are 

high, Gross immediately answered, without any consideration: “Yes, sure! We are 

developers!” He explained that developers are always taking a local property market risk 

when investing in residential developments. He believes that the highest risk investors are 
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taking is when they are developing abroad. Whitefield is active in Hungary, which is 

considered among investors as a high-risk country. Hungary is a former communist country 

with plenty of problems regarding stability on the political level affecting regulations, 

bureaucracy, corruption... etc. The great demand for newly built residential projects in 

Hungary on the other hand is attracting investors generating higher profit. Choosing the right 

location is very important, Gross stressed. 

 4.1.3 NPV versus Real Options 

 

Gross explained that they are never using NPV, or other discounting methods, when 

evaluating investment possibilities. Rather certain key figures are applied. One of the most 

important key figures they use is return on investment (ROI) and return on own capital 

(ROC). According to Gross, the higher the risk and the higher the return rule is always fully 

compensating investors, this is basic investor expectation. In Whitefield they are keeping the 

yielding products for maximum 4-5 years. Majority of the investors with regards to yielding 

products, have an ROC expectation on average 8%. When Whitefield is developing, the 

estimated exit time is 3 years and a yearly profit of 20% on the total capital (ROI). Whitefield 

is regularly using 20% of its own equity and 80% of financing when developing. The risks 

connected to investments in Hungary are reduced by the financial structure, enabling great 

flexibility for the investors.  In that scenario Whitefield is doubling up the own equity in three 

years offering 33% ROC for the investors. 

Whitefield has postponed a big investment due to the crises in 2009. They were about to start 

a residential development project in Budapest. They have just sold 30% of all the 144 

apartments, when the crises made them to modify their plans. The financing possibilities 

needed for such a big investment were diminishing, with very much uncertain outcome. They 

rather decided to postpone the project. Whitefield cancelled all the sales and purchase contract 

and paid back the deposited amounts. After 7 years, in March 2016 they restarted the project 

with a completion date in 2017 summer. Another development project had been modified due 

to the 2009 crises in Budapest. The original plan was to develop an office building close to a 

major hospital with an excellent location. The plans had to be changed, instead of building an 
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office building they have rather invested into a parking system on the plot while waiting for 

better times. It turned out to be a very good investment, generating great income. Gross 

explained on the other hand that even though they are always counting on the flexibility when 

considering investment possibilities, any particular pre calculations are never made for that 

purpose.  

4.1.4 Diversification versus Value Additivity 

 

Diversification is the main method Whitefield is using to reduce the risks. They are practicing 

two different kinds of activities, buying yielding products and developing residential projects. 

They are also diversifying by property types, since they are investing in residential, 

commercial and industrial properties. Whitefield is also diversifying on country level, since 

they have investments both in Hungary and Austria. Gross explained that Whitefield is not 

afraid of entering new markets if they can match the expectations regarding the ROC. During 

operation, it is important to work actively on the occupancy rate, which is a high risk factor in 

yielding products.  The expertise of the marketing team is of great value in reducing this risk. 

4.1.3 Uncertainty Avoidance  

 

Gross mentioned the political situation in Hungary as the main reason for their anxiety. It is 

regarded as the biggest concern for all local and foreign investors, affecting the real estate 

market in general. New regulations are evolving all the time, financing possibilities are 

changing, and the market power is also affected, reacting very fast on macroeconomic 

changes. Modi Gross emphasized that they are strongly avoiding such situations if no or little 

knowledge exists about the possible outcomes. 

Gross stressed that time is a very important factor, especially concerning residential 

developments. Right timing for a start is also essential. He repeated that they could consider 

postponing a project if the uncertainty is too high and the time for the anticipated exit  might 

not match their expectations.  

All delay during construction has serious legal and economic consequences, which they are 

trying to avoid by having proper contracts assuring predictability. 
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Gross said that trust is very important in the company. It happened that employees were 

offered temporary replacements to new positions due to the financial crises in 2009, rather 

than being let go. They are not eager to switch employees, they like stability. 

Formal rules regulating the employee and employer responsibilities, obligations and general 

terms are better to be written down, based upon a common agreement between the parties 

involved. All employee opinions and views are taken into account. The general atmosphere is 

very friendly in the company, which, on the other hand, is not excluding the necessity of 

written rules. The purpose of these written rules is to avoid future misunderstandings and to 

enable stability and trust. In this way, everybody knows what is expected from the other. The 

contracts are always made with the help of Whitefield’s lawyers, making sure that all details 

will be clear and following the country regulations.  

The external formal rules are very important for Whitefield. When working with 

developments, proper contracts stipulating the stakeholder’s responsibilities, obligations are a 

must. Mutual agreements are never applied, no matter if trust exists or not. Each contract to be 

signed is sorely controlled by the management, in coordination with the lawyers.  

In Whitefield hard work is encouraged, they have a bonus system working very well. Modi 

Gross said: “I am happy, if everybody is working using 80% of his effort.” 

In Whitefield, all managers are involved in the daily operations, which considered being 

needed for better performance. Gross explained that he likes to be updated on a daily basis. 

They are not really using any specific strategic planning on a company level. Gross explained 

that on the personal level he is certainly considering different strategies, which are influencing 

his own decisions. He believes that the future is unpredictable up to such a great extent that 

strategies are often becoming useless when the outcomes are uncertain. He believes that 

expertise, experience and knowledge are more important than strategic planning for success. 

Gross believes that their success is mainly a result of an excellent team work in the company. 

The employees all have different backgrounds and expertise. The main success factor is to 

combine all the advantages and creating a mix, which is beneficial for the whole of the 

company. Whitefield is exposed to big challenges when investing abroad, thus a good team 

with the local knowledge is an inevitable part of the company success. 
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4.2 S.I.D.S. Trade and Consulting Ltd 

 

4.2.1 Background 

 

Charles Ittach is one of the partners in the Real Estate Company, the S.I.D.S. Ltd (S.I.D.S) 

located in Israel. The company has investments in real estate development projects around the 

world – in Israel, in the USA, in Spain, in Cyprus and Hungary. S.I.D.S was one of the 

investors in Whitefield’s residential development projects in Budapest. Charles Ittach 

established S.I.D.S in 1996. He used to work as the general manager for a multinational 

company for a long time, gaining experience and great expertise in international businesses. 

Ittach explained that S.I.D.S has been doing real estate investments since 1996 in Israel as 

well as abroad. They have 9 employees. The last 15 Years they were only doing investments 

into real estates, earlier they were involved into high technology. They began with 

investments into offices and residential, but the last 10 year they are investing into residential 

only, mainly because of what happened in 2008-2009. The office and industrial sector is too 

much volatile, he explained, depending too much on the general world economy.   

Decision processes are made in Israel internally, where the company is investing into 

residential developments and constructing, abroad they are always relying on the management 

company.  

4.2.2 Risk 

 

Ittach explained that in order to minimize the risk the first thing they are doing is to check 

where the investment would be located. According to him: “….there are 3 reasons why to be 

in a certain place, the first is location, second is location and the third is location.” 

It is very important to choose the right location, where you can identify and analyze from the 

very beginning the general needs and demand on the market. It is important to check if there 

are extra advantages in a specific location. Minimizing the risks which is associated with 

location is very important according to him 
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Ittach was identifying the risk with budgeting in connection to developments as a known risk. 

He described the necessity of correct calculations. According to him, those who know their 

job can estimate the costs with maximum 2-3% mistake rate.  It means that you always have 

to be very precise with the calculations and to buy correctly. If the calculations are unclear or 

wrong from the beginning, he explained, the project will surely ending up with very bad 

results. The cost aspect considered very important and also to buy correctly. 

He explained that the external risk as general property market risk and the world economy in 

general are associated with a lot of unpredictable factors. He is warning for certain trends, 

causing rapid price risings. The buyers might end up facing problems with bank financing. 

The banks are requesting more own equity now, since they have learnt from the mistakes prior 

to the last crises. The banks might consider the price rising trends too risky. S.I.D.S was 

investing to excellent located properties in Israel in the last 8-9 years, where the apartment 

prices rose with 30% in the last two years. The company decided to move to new locations, 

with cheaper prices, since they believe that soon a lot of people will not be able to afford the 

other, better locations. 

Ittach said: “….analyzing risk means not to jump into dirty water!” He explained that the 

interview reminded him of a management course he made for 35 years ago where they said: 

“… the main thing a manager should know is those objects he does not know. To know what 

you do not know. “ 

 Ittach considers that uncertainty connected to a location might influence his company to 

reject a project. Other and very much not known aspects might also influence investment 

decisions negatively.  

The risks with investing to other countries are much higher and investors must rely on other 

people judgments. As he said: “They give you certain information but that is never the same 

as you made those analyses yourself” 
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4.2.3 NPV versus Real Options 

 

Ittach explained that they are not using NPV or other discounting method. They are 

implementing instead an analysis of the forecasted future returns on your investments (ROI) 

and your own capital (ROC), calculating the possible differences from the expected. They are 

always using, first external experts to analyze projects, experts that are outside the company. 

For each project, the analyses are made by specialists, investigating location, costs and all 

other aspects. Simultaneously the company also makes internal analyses. The last and the 

third analyses, which is a sort of cross checking, is made by the specialist and expert of the 

financing bank. This way, analyses from 3 different perspectives is provided. 

The company is always checking two key figures, return on your invested capital and return 

on the whole project, including financing. It is not return on company level, but by project he 

emphasized. The company never goes for a project offering lower profit than expected, 

counting on other investments higher profit would be compensating for the differences. 

3 Years is the ultimate time for the S.I.D.S, which is always used with profit analyses. They 

are always trying to minimize the time for the projects, since developments are binding 

money. It is crucial to know exactly how much time it takes to get the permit, to construct in 

general.  

 Ittach explained that there is a formula the company is always adapting: “ We are never 

accepting a project if we cannot make 90% profit on the own capital in 3 years!.” 

Ittach gave few examples, when they had to modify plans due to external reasons. In Hungary 

there was a project of 186 apartments where S.I.D.S. was investor and Whitefield was the 

project management company. During the construction, in the middle of the winter, the main 

contractor went to bankruptcy, abandoning the construction. The project management 

company on behalf of the investors had to finish the construction, changing the original 

structure. Ittach took another example, when they modified plans and it was in connection 

with a land acquisition in Cyprus, just before the crises. At the end, the company had never 

started that construction. It is still kept by the company till today, waiting for better times to 

start the development. S.I.D.S. had another project in Spain, which they totally abandoned. 

The prices went down with 50% after the crises in 2009 and the original plan was to take 70% 

bank loan for the project. Since the prices have dropped with 50%, it was better to lose the 



29 

 

30%, which was their own equity, than to continue, so they left everything. In other words as 

Ittach explained: “ it was useless to pay 70% when you could buy for 50%.” 

 

4.2.4 Diversification versus Value Additivity 

 

Ittach was emphasizing that the efforts to find good locations is considered according to him 

as the best risk reduction method. They are also spreading the risk with diversification to 

different countries or locations within the same country, but never by projects with different 

profits. He explained that they are never investing more than 20% abroad and 80% local.  He 

also considered preciseness when cost calculations are made as an important risk reduction 

tool. They would never accept any projects with no profit or even worse, generating losses as 

many other companies are regularly doing in order to enter to new markets. 

 

4.2.5 Uncertainty Avoidance 

 

Ittach explained: “We are living in a country where tomorrow morning a small war can break 

out, blocking activities for the whole year. Any time might happen that your analyses will go 

to garbage” He explains that they are calculating with a certain profit, based upon analyses, 

but actually, nobody knows what will happen next. He said, “As we say in Israel, I prefer to 

have one bird in my hand than two at the tree”.  

He explained that he belongs to those people, who do not like to stay in one position for too 

long, so he has changed positions many times. It is a company strategy that they are not 

keeping employees in the same position for a long time. He explained that when they are 

hiring somebody, they do not want to work with a robot. Those employees, who are part of 

the company mind, should be the ones who can deliver new ideas. He said: “ The general 

chief of the army is changed every 4 Year in Israel, and not because he is not good…” 

Employees are not providing new ideas, not thinking in the same productive way if they sit in 

the same position for a long time according to him. 

Ittach explained that the formal rules are very important, and not only in the company: “…it is 

like with your child, if they do not know what is allowed and what is not, then you will end up 
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with a big mass…” He explained that regardless if there is trust, or not,  they are always 

double checking everything . Trust is coming after checking, it supposed to give you a good 

feeling. The rules should be very clear, and as well as what is allowed and what not, then he 

said: “…later you can decide when or whether to close your eyes or not.” They are spending 

a lot of money to hire really good lawyers, who are preparing all their contracts. 

Ittach explained that they do not really care about the time the employees are spending with 

their work, they simply would like to see results. As he explained: “...if they manage to 

achieve it in one hour instead of eight, that’s fine, if they are providing what is expected from 

them.” 

Ittach means that a manager, who cannot manage his company with using maximum 15% of 

his own time, is not a good manager. He believes that managers should not deal too much 

time with the daily operations. Ittach had been working in multinational companies for many 

years, having great experience in strategic planning. At the very beginning they conducted 5-

years budgets. However, since technology had been developing very fast, they rather shifted 

to 1-year budgets. He emphasized that the only time they used strategic planning was those 

times when he worked for that multinational company. He is advocating a sort of strategic 

thinking instead. In the company, there is always a stuff of maximum 5-8 people, but 

calculations, plans for the next coming year are entirely made by him and his partner. 

Achieving company targets and goals or performing even better is considered as the real 

success of the company according to him. He told a story exemplifying one of the 

disadvantages of the strategic planning: “ Very long time ago, maybe 35 Years ago I was a 

general manager for a company abroad. I received a budget with ready figures and 

calculation. I started the activity and decided that regardless what is in the budget, I will try 

to reach the maximum. At the end of the year, we ended up with 30-40% more profit than 

expected. Other managers told me, that I am killing them, since that additional 40% will be 

the goal of the next year for everybody. They suggested me not to exceed the budget with more 

than 5-10% and spread the 40% instead to 4 years. Everybody will be happy that way and I 

could still be considered as a good manager…” 
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He believes that the risk is very high in big companies, that strategic planning is blocking the 

incentive for maximum performance. When the shareholders are getting 5% above the 

expected profit, everybody is happy and the employee is getting his bonuses.  

Ittach explained that when he decided to change the activities of the company from high tech 

to real estate, the first thing he asked himself was, what he did not know or he did not like to 

do. What he really did not know, was the technical part of the building activities. The second 

important thing was for him to find out, how to get good offers for proper lands. The third was 

a real difficult aim which was, to approach to political people. To find a proper partner for the 

new activity seemed to be crucial for success. The person he finally found had been active in 

building-activities for 3 generations back, with a family very well known in the region. He is 

fortunately a person, who likes politics. Charles Ittach himself is dealing with market 

research, contracts and offers, and at the end of the day, everything, what is connected to 

money is passing through him. The successful combination of their partnership is what he 

considers to be the key factor for their company success. 

 

4.3 Magnus Ersman – ex Chief Commercial Officer at Fastighetsägarna 

 

4.3.1 Background 

 

Magnus Ersman used to be the Chief Commercial Officer at the Swedish Property Federation, 

Fastighetsägarna for eight years. He is an expert in branch development questions and 

investment strategies on the real estate market in Sweden. Fastighetsägarna is a trade 

organization representing over 20.000 property owners, the whole spectrum of the property 

industry. Fastighetsägarna is promoting an efficient real estate market in Sweden. They are 

the biggest and the most authorative property owners’ organization in Sweden. 

(Fatsighetsägarna, 2016) In addition, Ersman used to be the vice president in Boplats 

Göteborg, before he became a partner in his existing company Nordic Life, which is a 

property management company. 
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4.3.2 Risk 

 

Ersman identified the general well-being of the whole society as the only risk in connection to 

residential investments in Sweden. Since there is such a big demand for apartments in Sweden 

and people will always be in a need for a home, he could not easily identify any risk that 

would prevent investors to invest more into residential properties. The risk is almost zero 

according to him. When talking about the housing market, it is almost exclusively the largest 

construction companies, which are building the majority of the residential properties: Peab, 

Skanska, Sweden House, NCC, JM. For them, there is almost no risk in real estate 

investments, according to Ersman , since almost all the flats are being sold long before they 

were ever built. They are sold from drawings, and flats are often changing owners long before 

the final handing over.  Investors can borrow money almost for free today, as bank savings are 

in like manner paying no interest, resulting that real estate investments are often made only 

because, there is no better option for using the capital. Ersman explained: “ Unfortunatelly 

using capital in real estate corresponds for the good and the evil to parking your money 

somewhere... …investing into rental residential property in Sweden is unfortunately a pretty 

dull affair…” 

Risks, which are associated with the offices and warehouses, are rather connected to the 

general well-being of the whole society and economy. As Ersman explained: “ If everything 

goes well in the economy as a whole, then there is absolutely no problem to rent out the 

premises.” 

Ersman believes, that infrastructure and relocations are considered as known risks,  especially 

in Gothenburg. The risk is high, that there will be built a lot in the coming years in the big 

cities, causing too many changes. Investors do not really want to end up in such a situation, 

that they are investing in a property, which shortly will be found in the middle of an excavated 

trench. That is exactly what happened in Gothenburg, on a street between Linné-square and 

the Business School few years ago. Ersman explained: “ It was a very attractive, calm street, 

there were never any empty locals, and everyone was happy and contended. Suddenly 

everything was dig up, shocking the owners and the tenants by that.” There were many 
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tenants, who did quite big losses during that time, and he believes that this specific risk was 

greatly understated. What Ersman considered as the main risk in connection to owning 

properties or constructing in big cities, is the potential changes in the environment.  

4.3.3 NPV versus Real Options 

 

According to Ersman, NPV and similar methods related to different theories are used only in 

few Real Estate Companies in Sweden. Intuition and recommendations are more important 

factors. Success in the real estate industry is up to the great extent depending on possessing 

proper contact networking.  

4.3.4 Diversification versus Value Additivity 

 

Ersman believes, that diversification is going to be more commonly used in the future. 

Investing into residential counts as a safe investment, it is almost impossible to fail with it. 

Rents are having no tendency to going down. What makes the return on investment in rental 

residential properties in Sweden so low, is actually the absence of the risks. However, Ersman 

believes, that diversification will be used more frequently, both geographically and across 

sectors. There is higher risk with offices, but they are potentially offering higher returns.  

In Sweden, the majority of the investors wants to buy real estate in big cities, Stockholm, 

Gothenburg, Helsingborg, Malmö ... etc. There are few investors, who are purchasing 

properties in smaller cities. They obviously take a bit higher risk, but they can obviously make 

higher profit, Ersman explained. He knows some investors from Gothenburg, who bought 

residential apartments in a large scale, in Varberg. They had been doing a fantastic journey 

during the last five years. They have chosen diversification by geographic location. Access to 

suitable land in big cities is a big problem in Sweden, so investors might start to look for 

available plots in other locations. 

 

4.3.5 Uncertainty Avoidance 
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Ersman considered that certain political changes are the main cause for worries among 

investors in Sweden. The government might impose property taxes and claim a higher level of 

amortization. The demand is extremely much greater than the supply in Sweden. Some 

strange political changes influencing the purchasing power still have the ability to ruin the 

market quite easily. Ersman explained that small changes in amortization requirements have 

started already, but he thinks that they will not have great affect. If there is no affect, the 

chances are high that new regulation might come instead, he explained. 

The time factor is not so important in Sweden, according to Ersman, and he explained why:  

“we are not so much in a hurry in Sweden.  If you are in a hurry, then you should not invest 

into real estate or to buy rental properties to make fast money…Time is money – it is true, but 

you can also turn it around and say that the long term is more safe money..” 

According to Ersman, people in Sweden are prudently following rules. Everything should be 

clear and efficient. It might happen that while hiring a local of 1000 m2 in Sweden requires an 

agreement containing no more than 2-3 pages, the same contract in France could easily 

contain 3-4 whole files.  This system exists in Sweden for a long time, and a handshake is still 

acknowledged, similar to the written agreements. The Swedish system has been working very 

well so far. Obviously, there are some persons who are misusing it, but at the end, the sum of 

the advantages with the simplifications and efficiency, and its overall impact on society is 

much greater, than occasional losses. 

Ersman explained that strategic planning is quite unusual among real estate investors, and he 

believes that it is a problem. Workplaces have removed almost all secretaries and assistants. 

Many managers are sitting in long hours with everyday tasks such as billing, holiday schedule 

... etc. They are stuck with administrative tasks. Therefore, they have no time for strategies. 

Many Swedish companies are missing a lot of chances for business, because their managers 

are too much operational and involved in daily operations, rather than being engaged in 

strategy and business development. 

Sweden is a small country and that is why according to Ersman, success depends greatly on 

networking.  

Having the courage to chance and the courage to think long-term is also essential for success 

in Sweden. The construction industry in Sweden is dominated by few large companies sharing 
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the market with numerous very small companies. There are almost no companies of middle 

size represented in the real estate market. The large companies are setting the prices, with 

other words, they are representing the whole entire industry.  

4.4 Råkoll AB  

 

4.4.1 Background 

 

Råkoll AB (Råkoll) is a Swedish company, located in Gothenburg. The company has been 

exists for five years. There are two employees in the company at the moment, Roger 

Liljenberg the establisher, and another person he just hired recently. Råkoll is having a 

concept in developing new residential apartments on the attics of existing residential block 

houses. 

Liljenberg explained that Råkoll is a project manager company, executing the tendering 

processes in the projects. They are the project managers for two large projects now. Råkoll is 

furthermore developing newly built apartments, acting as investor and a main contractor. 

Liljenberg described, that they are mainly active on the housing market. Sometimes they are 

purchasing old office spaces on the first floor, building apartments there. That is a very good 

economic solution also for housing associations, as they have many empty locals for many - 

many years he said. There are times, when Råkoll is purchasing such premises directly from 

the associations, other times the organization is investing in the construction directly. In the 

later cases, Råkoll is doing the project management. All tendering and investment decision is 

made by Liljenberg himself. 

4.4.2 Risk 

 

The main risk, Liljenberg identified in connection with the residential developments, is the 

risk with building permits. He is very accurate to make sure, that building permit exists before 

they start the work, eliminating the main risk this way. Building permits are involving very 

complicated processes, and they are taking too long time in Sweden. According to Liljenberg, 
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there is very little risk with the residential sales in Sweden. Usually, Råkoll is selling all the 

apartments from the drawings. 

4.4.3 NPV versus Real Options 

 

Liljenberg is using his own, very simple excel sheet to calculate profitability. It contains 

mainly a summarization of the forecasted rents, purchase prices and other apartment data.  

He explained, that they are trying to keep short capital binding times, and trying to borrow as 

little as possible. Sometimes they are using construction credits. The binding period is quite 

short, it takes only three months to build 3 attic apartments, he explained. 

Those projects Råkoll is investing in, are having different profitability rates. The average rate 

of return is 25% on the invested own capital.  

4.4.4 Diversification versus Value Additivity 

 

Roger Liljenberg explained that they are not using any specific risk reducing methods. He 

could not identify such risk, which would indicate the implementation of such routines. 

4.4.5 Uncertainty Avoidance 

 

There is a big risk in connection to old houses that major differences are revealing only after 

construction start, since the old drawings are often inaccurate. The risk with those unknown 

surprises, unexpected factors are very high, when building new apartments on attics. These 

factors are influencing all costs calculations. The company must be liquid enough to be 

prepared for such cases, when additional capital is needed, and needed fast. That is why Roger 

Liljenberg is always adding 7-8% extra to all costs, simply as a safety precaution.  

Liljenberg considered time as important factor, since they are doing fast businesses. 

He emphasized, that they are very careful with all documentations and contracts. Råkoll 

always works with the same contractor, still documentations and other papers are considered 

important. He said:  “…it is like with marriage, if you have all the things written down from 

the beginning, there will not be a problem if, and when you are separating…” 
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Liljenberg explained that they are always using Business Plans. He believes, that part of their 

success relates to the fact that they are always working with the same subcontractors, doing 

excellent work. To have trust in the subcontractors is very important. Råkoll is furthermore 

working with the same real estate agency over the time, whom they are very satisfied with. 

4.5 Peab Group 

4.5.1 Background 

 

Peab Group (PEAB) is one of the leading civil engineering and construction companies in the 

Nordic region. The company was established by the brothers Erik and Mats Paulsson in 1959. 

PEAB is conducting business primarily in Sweden, but it furthermore has activities in Finland 

and Norway. The company headquarter is located in Förslöv in south Sweden. They have 

13.000 employees in 130 regional offices. The operative net sales amounted to 44.2 billion 

SEK in 2015. PEAB’s B-share is listed on Nasdaq Stockholm. PEAB’s activities are divided 

into four Business areas: Construction, Civil Engineering, Industry and Project Development. 

In this paper the only focus was on PEAB’s Business area Project Development. Business 

area Project Development is responsible for the company’s acquisition, development and sales 

of housing and commercial properties. There are two segments within the Project 

Development area: Housing Development and Property Development. Housing Development 

is developing housing products such as apartment buildings in ownership and rental form as 

well as single homes. Property Development is making acquisitions and developing 

commercial properties (PEAB, 2015).  

Nils Olof Nilsson is working as Coordination Manager of the Project Development Business 

area in PEAB in Malmö.  Nilsson described decision processes in PEAB by focusing on those 

predefined limits PEAB is applying labelled as the delegation of authority, which in normal 

cases is regulating decision making processes in the company. Since the total cost of real 

estate developments are reaching up to such extraordinary high levels, in those cases, 

decisions are always made centrally. 

 

4.5.2 Risk 
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The risks in connection to real estate investments are related to PEAB’s Value Chain, Nilsson 

explained. It always starts with land acquisitions, which are associated with environmental 

risks. Soil testing is therefore regularly made to identify those risks. During development 

processes, along the Value Chain, the next identified risk is associated with zoning plans. If 

any changes are required in the zoning plans, it could never be assured, that those changes 

will be approved. PEAB is mainly developing residential for resale purposes, but they are also 

in possession of office buildings. The office sector is mainly associated with vacancy risks 

according to Nilsson, resulting that the rents influencing final outcomes might be differing 

from the expected. In connection to residential projects, he explained, certain locations might 

be associated with the risk with the variation of the expected presale numbers prior to 

construction start, affecting pre calculations. Another example of risks in connection to 

constructions is one of the development risks, which is occurring in those situations when the 

cost differences are revealing only after ready design. Risks are being part of all developments 

in general, and the main issue is to handle them in a proper way, Nilsson emphasized.  

In connection to all projects, PEAB is conducting a detailed inventory of the risks, analyzing 

their probabilities and trying to find solutions how to minimize them. A project can only be 

accepted, when the risk analyzes is done, and they exactly know how to handle those risks 

based upon a particular risk plan. PEAB have certain templates and ready check list, which 

are helping to evaluate risks connected to a project. Depending on the volume of the 

investment, risk analyzes must be made repeatedly. The risk analyzes of a bigger project is 

always passing through, and being revised by the central department. In addition, so far non 

identified risks might be evaluated and supplemented. 

Nilsson repeated: “The main issue is to identify the risks and to know how to handle them.” 

PEAB have certain templates and ready check list which are helping to evaluate risks 

connected to projects.  

 

 

4.5.3 NPV versus  Real Options 
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Nilsson said that NPV is widely used in PEAB. The rate of return is always calculated on the 

total capital, and is defined separately on each project. The discount rate used for the NPV is 

equal to the rate of return plus inflation. The rate of return is corresponding to the market offer 

on a the specific location. Nilsson mentioned that PEAB is using a program called 

DATSCHA for their calculations. The program is based upon external evaluator company`s 

estimations, considering data about sold real estates in the specific location. Based upon the 

generated estimations, PEAB is making calculations on the rate of return accordingly. The 

rate of return is depending mainly on the location:  primary location offers higher return, 

secondary location offers lower return. 

Properties are always considered as real safe investments being part of the basic economical 

mindfulness. PEAB is not explicitly using Real Options in their evaluations. 

4.5.4 Diversification versus Value Additivity 

 

PEAB is using diversification by geographic location. PEAB is furthermore using 

diversification by having four different business areas in the company portfolio. 

4.5.5 Uncertainty avoidance 

 

In PEAB, a certain anxiety exists in connection to time according to Nils Olof Nilsson: “...we 

have the present time, which we can call reality and there is a certain estimated production 

time for each project, which is 1,5 to 3 years.  Generally, there is very little knowledge about 

how future markets will be after completion...future markets are strongly depending on 

external circumstances you have no control about.” 

Nilsson stressed again that a lot depends on the level of the risk and how it is handled. If  the 

risks associated with expected sales numbers on a specific location are considered high, it 

might happen that PEAB will decide to progress with the development only in case 75% of 

the apartments are sold. This is a quite often used risk reduction method, Nilsson mentioned. 

PEAB have international investments in Finland and Norway, but those markets are very 

much alike the Swedish. PEAB prefers to develop on local or nearby markets.  Nilsson 

considers that developments should preferably be done locally, where you have greater 
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knowledge about the environment. As he mentioned: “...you have to know the local people 

very well when you work abroad.” 

In PEAB, new employees are encouraged to plan long term in the company. Employees are 

able to gain a deeper knowledge about their specific work area during those early years. There 

is a possibility for changing positions after every 3-5 years. Nilsson emphasised that PEAB is 

assuring, that employees are having enough spare time for their private life. He believes when 

the employees and their families are happy with life in general, as result, they will also be 

performing better at work.  Concerning the formalities, Nilsson explained, that employees as 

in Sweden in general, also in PEAB are expected to follow the law and regulations the society 

is governing in the specific work area. In addition there are PEABS’s policies which are also 

to be followed. Nilsson explained that based upon his international experience from the past, 

he can affirm, that compared to other countries, the laws are excellent in Sweden. The 

Property Law and the Contract law is making it possible, that contracts in Sweden are greatly 

simplified and less extensive. He considers it as a big advantage. Real estate market in 

Sweden is extremely transparent, providing access to reliable property data any time. The real 

estate market in Sweden can be considered as an efficient market, according to him.  

PEAB is such a big company that managers are not really involved into the daily operations, 

but the processes are rather balanced by them. PEAB is always using Business Plans, which 

are followed up, and revised time to time. Company goals are very important, according to 

Nils Olof Nilsson, and he considers that strategic planning is essential. 

Nilsson emphasised: “...in order to be successful, you have to be a real good builder “  
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5. Analyses 

 

5.1 Risk 

 

Huffman (2003) explains that all management strategies start with the identification of the 

risks. Bertelink (2015) has identified 43 risks divided over six main categories, which are 

influencing real estate investments: 1. Development risks 2.Financial risks 3.Operational and 

business policy risks 4.Location risks 5.Appearance risks 6.External and regulation risks. All 

the respondent companies in this study are active in local residential developments, and few 

of them are also active in more than one sector. PEAB, Whitefield and S.I.D.S have 

residential development activities also abroad. Whitefield’s company portfolio is furthermore 

containing commercial and industrial yielding products, while PEAB has offices and 

commercial properties in their company portfolio. The respondents were identifying few of 

those risks in connection to real estate investments, which are defined by Bartelink (2015) as 

Location, External, Financial and Development risks.  

Risks connected to residential real estate locally and abroad 

 Gross and Ittach, the Israeli respondents were identifying and emphasising, in connection to 

residential real estates, the Location risks as the most significant. External risks connected to 

the local property market and Financial risks were also mentioned. Both of them agreed, that 

there is a very high risk with cross-border real estate investments in general. Ittach 

emphasised the importance of the proper calculations regarding the budgeting, which is listed 

up as Development risk. Ersman could not really identify any significant risks connected to 

real estate investments in Sweden, mainly due to the fact, that the demand is much greater 

than the supply. Liljenberg identified, in connection to residential developments risks with the 

building permit, as the most significant, which is an External risk. He also mentioned risks 

with the cost factor in budgeting, which is a Development risk. Risks with the liquidity were 
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also considered as significant, which is a Financial risk. Nilsson identified environmental risks 

with the land, and risks with the budgeting, which are Development risks. Risk with the 

zoning plans were also mentioned by Nilsson, which is an External risk. Nilsson emphasised 

the efforts PEAB is putting into risk analyses, conducted in connection to each project, which 

starts with an inventory of the risks as suggested by Huffman (2003).  

The Israeli respondents were identifying the Location risk, while The Swedish respondents 

the External and Development risks as significant in connection to the residential sector 

Risk connected to commercial, industrial and office real estates 

Both Gross and Nilsson recognized the risks with the vacancies in connection to the 

commercial, industrial and office real estates, as the most significant. These risks are defined 

as Operational and Business Policy risk by Bartelink (2015). Ersman believes on the other 

hand, that in connection to the office sector, risks are rather related to the general well-being 

of the society, the whole economy, which is an External risk. 

The Israeli respondents and the Swedish respondents were identifying the Operational and 

Business Policy risk significant in connection to commercial, industrial and office real estates. 

5.1.1 NPV versus Real Options 

 

Hwa (2008) explains that when real estate investments are considered, NPV is widely used 

among real estate practitioners. Among the respondents in this study on the other hand, NPV 

is only used by PEAB alone. As Ersman described, few real estate companies are using NPV 

or similar models in Sweden. On the contrary, Nilsson explained in details, referring to NPV, 

that in PEAB, the rate of return is always calculated on the total capital and defined for each 

project separately, corresponding to the market. The discount rate used in the NPV equals to 

the indexed rate of return. He explained that the rate of return is depending on the location. 

Primary locations are offering higher returns, secondary locations lower returns. It is 

corresponding to Brealey, Myers & Allen (2014) saying, that the embedded risk, which is 

expressed in the rate of return and time, are determining the project value today. Hwa (2008) 

explains that the present value of a project is equal to the market value in efficient markets, 
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which is reflected in PEAB’s calculation method, based upon the statistical data of sold 

properties in the specific area.  

Brealey, Myers and Allen (2014) explain that NPV rule is resting on the basic assumption, 

that future cash-flows are certain and the risk expressed in the rate of return is fully 

compensating investors for the anxiety caused by the risks. The basic assumption about the 

risk and rate of return correlation is acknowledged by all respondents with no exception. The 

most obvious difference among the respondents is, that while PEAB has implemented NPV 

into its budgeting, the other respondents are using their own methods. Gross and Ittach 

explained, that they have their own key figures ruling investment decisions. In Whitefield 

they are using key figures, rent on investment calculated on total (ROI) and own capital 

(ROC). Their expectation in connection to the commercial and industrial properties is on 

average 8% ROC and in connection to residential developments is 20% ROI and 33% ROC. 

The estimated exit time for the residential developments is 3 years. S.I.D.S is using the same 

key figures, Ittach explained, the ROI and ROC. Their expectation is to make minimum 90% 

ROC in maximum 3 years. Liljenberg described, that they are generating on average 25% rent 

on the own capital. Råkoll’s projects have extremely short exit time, which is 3 month on 

average and the rate of return is varying a lot.  

NPV is not counting with the changing nature of the markets: future cash-flows might not be 

certain (Ott, 2001). This option to modify a project has a definition, which is known as real 

options. The biggest fear of the investors is the unknown unknowns. When the uncertainty is 

high, the use of real options should be advocated (Brealey, Myers & Allen, 2014). The 

Swedish respondents are not using Real Options at all. On the contrary, both Israeli 

companies, Whitefield and S.I.D.S are practising the usage of Real Options widely since the 

financial crises in 2008-2009, resulting that some of their investments were abandoned, other 

postponed or greatly modified. It corresponds to what Bulan, Mayer & Somerville (2009) 

said, that development projects are delayed, when the prices are unpredictable, uncertain and 

exposure to market risk is high. The Israeli respondents are not adding any value to real 

options prior to investments. They are making those calculations only when the uncertainty is 

considered high in connection to an existing project. 
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5.1.2 Diversification and Value additivity 

 

While Brealey, Myers and Allen (2014) are having doubts if risk reduction was a proper tool 

for companies, Huffman (2003) is explaining on the other hand, that real estate companies 

could use geographical diversification strategies, reducing the risks of being active on one 

single market. All respondents in this study are using some kind of diversification. Whitefield 

is consciously using diversification by property type and geographical location, as Katzler 

(2005) suggesting, that risk might be eliminated by portfolio composition. S.I.D.S. is using 

geographical diversification and explicitly refusing any kind of diversification by projects 

offering different profitability. Ittach explained that they have a rule that no more than 20% 

should be invested abroad. Ersman is convinced that diversification, as a risk reduction 

method, will be more commonly used in Sweden in the coming years, both by geographic 

location and by property type. The lack of available lands, causing high land prices in the big 

cities, might initiate the investors to move to smaller places, generating higher profits. 

Liljenberg explained that Råkolls projects are offering different rate of returns. Råkoll is 

generating on average 25% ROC spread over the projects and the risk with lower profitability 

rates are minimized accordingly. PEAB have four different business areas in the company 

portfolio diversifying the risks by the activities. Nilsson explained that they are diversifying 

by geographical location as well. They have investments covering the whole Sweden, but in 

addition, PEAB is active in Finland and Norway. 

5.2 Uncertainty Avoidance 

 

The paradoxes presented by Hofstede (Hofstede, Hofstede &Minkov, 2010)  and Ashraf, 

Zheng and Arshad (2016), that strong uncertainty avoiding countries are more often involved 

in risky situations, if those risks are familiar, is perfectly detectable in the Israeli respondents 

activities, actions and comments. Gross explained that they are never even considering a 

project, if uncertainties in connection to the locations or the legal background are identified, 

no matter how high is the ROC. If the risks with a particular location are high, but familiar on 



45 

 

the other hand, they are more than willing to invest if the ROC expectations are matching. 

Both Gross and Ittach considered that investing to foreign countries is associated with very 

high risks. Both companies are furthermore investing in large scales into real estate 

investments abroad.  

Hofstede made a research conducting a survey studying how management is affected by 

cultural differences. He identified five dimensions, comparing different cultures. This study is 

focusing only on one dimension and measure, the Uncertainty Avoidance Index (UAI).For the 

sake of totality on the other hand, all the scores of Sweden and Israel presented in the same 

figure, Figure 3.  

 

 

 

 

 

 

 

 

Their answers were less expressive, showing minimum emotions. The Swedish respondents 

were answering concisely. They are considering risk and uncertainty as part of the everyday 

life,which can be handled, no special attention were paid to it. Råkoll’s main activity is 

building new apartments on attics, which according to him is attached to uncertainty up to a 

high extent. He is always adding 7-8% to the calculations in order to handle the risk with the 

old houses. Nilsson answers were reflecting PEAB’s risk management policies and routines, 

which are properly followed. They main issue, according to him is to handle the risks 

accordingly.  

Figure 3. Note: Generated with the The 

Hofstede centre’s country comparison tool  

( The Hofstede Centre, 2016) 

Sweden’s UAI scores are 29, one of the lowest 

measured among the countries, see Figure 1. 

The main characteristics of low UAI scores are: 

low anxiety level; lower expressiveness; 

aggression and emotions are not supposed to be 

shown; there is less urgency; familiar and 

unfamiliar risks are accepted (Browaeys & 

Price, 2015). The Swedish respondents, PEAB 

and Råkoll expressed less anxiety concerning 

risks and uncertainty. 

Figure 3. Country comparison 
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Israel’s UAI scores are 81, which are much higher than Sweden’s 29. The main characteristics 

of high UAI scores are: very high anxiety level, life is a battle, time is money, willingness to 

accept familiar risks; unknown risks are considered as a danger; the necessity of rules 

preventing ambiguities (Browaeys & Price, 2015).The interviews with the Israeli respondents 

took much longer time, becoming very much extensive. The gathered information was very 

colourful, and especially Ittach’s stories were presented in a way, that not only the data, but 

also emotions were openly shown. Ittach used colourful phrases during the whole interview. 

He compared entering to uncertain situations to a jump into dirty water, which they are 

strongly avoiding. Gross explained that there are three main reasons why they would reject a 

project: if there are uncertainties connected to location, legal background and exit time. The 

estimated exit time is three years for the Israeli respondents, which is a basic condition for 

their investments. Ersman explained that in Sweden people are not so much in a hurry, 

according to him, those, who are looking for fast money, should not invest into real estates. 

Whitefield is never developing outside of Budapest, which is the city in Hungary they have 

the greatest knowledge about. Both Israeli respondents are involved in investments abroad on 

the contrary, which is considered by both of them as a very risky business, but that risk is very 

well known and studied.  

5.2.1 Uncertainty Avoidance in the Workplace 

 

Laws and regulations are the tools of the society preventing uncertainties. Uncertainty 

avoiding societies are dealing with more formalities, controlling the rights and obligations of 

the employers and employees. The formal rules in weak uncertainty avoiding societies are not 

considered as sacred, but better followed ( Hoftede, Hofstede & Minkov, 2010) .The Israeli 

respondents emphasised the necessity of the formal rules both at the working place and also 

externally, in order to guarantee predictability. As Ittach mentioned, that contracts are very 

important, regardless trust. As he explained, the rules should be very clear from the beginning. 

Later, they can always decide, when or whether to divagate from them. Nilsson and Ersman 

emphasized the greatness of the Swedish law system, which is considered by both of them as 

part of the success in Sweden. The contracts are simplified and standardized up to a great 

extent. The general trust in the society enabling, that mutual agreements and handshakes are 
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still considered as valid agreements. The employees are expected to follow the laws in PEAB, 

as the company policies, but no explicit formal rules are applied on a daily routine.  

Uncertainty avoiding societies like to be busy all the time. There is an inner urge for hard 

work (Hofstede, Hofstede & Minkov, 2010). The Israeli respondents are expecting hard work 

from the employees. Ittach explained that achieving maximum performance is, what expected 

on minimum level from the employees in S.I.D.S. Gross explained that in Whitefield 80% 

performance is expected and hard work is encouraged by a bonus system. They are 

considering the bonus system as a very good method for encouragement. Nilsson explained 

that in PEAB they are encouraging employees rather to find a balance in life. They strongly 

believe, that balanced life is the real requisite for better performance at work. According to 

Hofstede, Hofstede and Minkov (2010), weak uncertainty avoiding societies are working hard 

only, when necessary. These societies are described as dull, easy going and controlled. 

Ersman’s opinion corresponds to it saying that investing into to residential properties in 

Sweden is unfortunately a pretty dull affair.  

Gross and Ittach explained that they are always using expert opinions for project evaluations. 

Whitefield explained, that in evaluation processes not only the company stuff, but also 

different kind of external professionals are being involved. Ittach explained that S.I.D.S. is 

always using analyses from three different sources. First, they are using external experts, than 

they make internal analyses and finally the last analyses made by the specialists and experts of 

the financing bank, which is used as cross checking. The Israeli respondents’ routines 

correspond to Hofstede, Hofstede and Minkov (2010) saying, that uncertainty avoiding 

societies have a strong belief in experts and specialists.  

In weak uncertainty avoiding societies, focus is on decision processes rather than on decision 

content (Hofstede, Hofstede & Minkov, 2010). Nilsson emphasised the importance of the 

decision processes, predefined limits and delegation of authority adapted in PEAB. Strategic 

planning is more often used by weak uncertainty avoiding societies (Hofstede, Hofstede & 

Minkov 2010). Nilsson och Liljenberg have confirmed the use of Business Plan, considering 

it as an important management tool. Ersman believes on the other hand, that Swedish 

managers are unfortunately too much busy with the daily routines and they would be better to 
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spend more time with strategies. The Israeli respondents instead of strategic planning, rather 

strongly believe in strategic thinking. Ittach explained that they are living in a country, where 

a war can break out any time making the analyses useless. He furthermore believes that in big 

companies, strategic planning is rather blocking employees’ incentive for maximum 

performance. Gross meant that the future is unpredictable up to such high extent, so strategies 

are useless, when the outcomes are uncertain. 

5.3 Risk profiles 

 

Huffman (2003) means that due to the complexity and the large number of the risks associated 

to real estate developments, only firms with the highest level of risk acceptance profile would 

be engaged in such investments, and preferably with the help of an in-house development 

team. This is reflected in the Israeli respondent’s answers, thus they are willing, for higher 

returns to take higher risks, but only those, which are familiar for them. Pindyck and 

Rubinfeld (2013) are describing on the other hand, that only few people are risk loving, at 

least with respect for major purchases, or large amount of income or wealth. The authors are 

defining risk loving, risk neutral and risk averse profiles, differing in their willingness to bear 

risk. The Israeli respondents are definitely risk loving, but only concerning familiar risks. 

Regarding the unfamiliar risks, they are more risk averse. The Swedish respondents are 

focusing more on managing the known and unknown risks rather than avoiding them. This 

corresponds to a risk neutral risk profile. Another aspect of the risk profile is illustrated by 

Brealey, Myers and  Allen (2014), confirming that differences in risk taking profiles exists 

due to the differences in attitudes and beliefs about probabilities towards risks. The Israeli 

respondents are highly avoiding unknown risks, while the Swedish respondents are 

considering risks as part of the everyday life. They are managing rather than avoiding the 

familiar and unfamiliar risks.  
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6. Conclusion and discussion 

 

This study aimed to identify risks, risk management tools, uncertainty avoidance in Real 

Estate Companies with different national cultural background, helping to develop a deeper 

understanding of the differences in their risk profiles. In order answer the study Research 

Question: “What are the main characteristics of Real Estate Companies’ risk profiles, 

considering uncertainty avoidance in connection to national cultural differences? “, 

interviews were conducted with Real Estate Companies in Sweden and Israel. 

After analysing the risks, risk management tools and uncertainty avoidance in the respondent 

Real Estate Companies, I have come to the following conclusions: 

The Israeli respondents, Whitefield and S.I.D.S identified the Location risk as the main, in 

connection to residential real estates, while the Swedish respondents, Råkoll and PEAB were 

rather considering the External and Developments risks as significant.  

Only PEAB is using NPV, the other respondents are using their own evaluation methods. The 

Israeli respondents, Whitefield and S.I.D.S are rather using key figures ROC and ROI. Their 

profitability expectations are higher than the Swedish respondents’ in this study. The exit time 

expectation is explicitly defined as three years, by the Israeli respondents. Real Options are 

widely used by both Whitefield and S.I.D.S. handling uncertainty, but none of the Swedish 

respondents have own experience in practice. 

Diversification by location and property type is a risk management tool the Israeli respondents 

are using. The Swedish respondents are diversifying risks by location and by project 

profitability. The latest is absolutely rejected by the Israeli respondents. 

The Israeli respondents are avoiding uncertainty up to a high level, rejecting projects, if 

unknown parameters are identified in connection to the location, legal background or exit 

time. They are favouring risky situations paradoxically if they have enough knowledge about 
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the risks. The Swedish respondents are considering that both External and Development risks 

are being associated with a lot of uncertainty, which is not stopping them on the other hand to 

accept the project. Risks are considered as natural part of life by the Swedish respondents, the 

main issue is how to handling them. Maximum performance in the workplace is a basic 

expectation of the Israeli respondents, while PEAB on the contrary is advocating a much 

smoother policy saying, that employees are performing better in the workplace, if their private 

life is in balance. Formal rules are important for all the respondents, but while the Swedish 

respondents are using simplified standard agreements, the Israeli respondents are spending a 

lot of time and energy fulfilling their emotional need for formal rules, providing 

predictability. 

Summarizing the conclusions, the following answer was formulated for the Research question 

concerning the respondent Real Estate Companies risk profile:   

The Israeli respondents are highly uncertainty avoiding and risk loving, but only 

regarding familiar risks, while concerning unfamiliar risks, they are rather risk averse. 

The Swedish respondents are weakly uncertainty avoiding and risk neutral no matter if 

the risks are known or unknown. 

There is no research made so far studying Real Estate Companies in the context of the 

national cultural differences identified by Hofstede. The five national cultural dimensions are 

correlating with each other, thus to make a study implementing all dimensions would provide 

further information, enabling deeper understanding of the cultural differences influencing real 

estate investment preferences. That challenging future research should be conducted using 

quantitative methods, with more countries and companies involved. The more data available, 

the more knowledge could be gained, with that supporting the management of the Real Estate 

Companies to understand the real causes of the existing differences. In a globalized world, 

when capital is crossing borders more frequently and companies are exposed to cultural 

challenges on a daily routine, studies about cross cultural management would be highly 

advantageous for all real estate practitioners.  
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Attachment 1 

Interview questions 

Background: 

1. How would you describe the main activities in your company?/ Hur skulle du beskriva 

ditt företags huvudverksamhet? 

2. In which sectors are the company investments represented in?/ Inom vilka sektorer är 

företagets investeringar respresenterade i ? 

3.How long has your company been active in the real estate market? / Hur länge har ditt 

féretag varit verksam på fastighetsmarknaden? 

4.How many employees are there in the company?/ Hur många anställda finns det i 

företaget? 

5.Could you please describe the decision processes in your company considering 

positions?/ Skulle du kunna beskriva beslutsprocesserna i ditt företag med hänsyn tagen 

till positioner? 

 

Risk 

 

1.Could you please list up those risks you are considering being significant for each 

sector your company’s investments are represented in? / Skulle du kunna lista upp dem  

risker du batraktar vara betydande för varje sektor företagets investeringar finns 

representerade i ? 

 

2. Which one of these risks are you considering as familiar, meaning when the probability 

of a certain event to occur is well known?/ Vilken av dessa risker överväger  du som 

bekant ,det vill säga när sannolikheten för en viss händelse att inträffa är väl känt? 

 

3. Which one of the risks are you considering being associated with the highest level of 

ambiguity, meaning that the probability of a certain event to occur is very much not 

known? / Vilka av dessa risker anser du att vara associerade med den högsta nivån av 

tvetydighet , vilket innebär att sannolikheten för en viss händelse att inträffa är  inte väl 

känt. 
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4. Which one of the risks are you considering having the main influence in your 

company's decision when your company receives a proposal for an investment?/ Vilken 

risk anser du att ha det största inflytandet i ditt företags beslut när ett investringsförslag 

kommer in? 

 

5. Can you imagine that your company is accepting a project despite the fact that the risk 

associated with it are high? If yes, which risks would that be?/ Kan du tänka dig att ditt 

företag godkänner ett projekt trots att de risker som är förknippade med det är hög ? Om 

ja , vilka risker skulle det vara? 

 

6. Which risks are you considering would influence the decision process in a way that the 

project will be rejected? / Vilka risker anser du  skulle påverka beslutsprocessen på ett 

sådant sätt att projektet kommer att avvisas ? 

 

7. Net Present Value calculation is a quite common tool when evaluating investments. 

Are you considering it as a proper tool for that purpose? If yes why, if no why?/ 

Nettonuvärde metoden är ett ganska vanligt verktyg vid utvärdering av investeringar . 

Anser du det som ett lämpligt verktyg för detta ändamål ? Om ja, varför det, om inte, 

varför det ?? 

8. Are you considering the rate of return in connection to real estate investments is fully 

compensating for the risks your company is taking when investing? If yes why, if no 

why?/ Anser du att avkastningen i samband med fastighetsinvesteringa kompenserar ditt 

företag helt för de risker de vidtar när de investerar? Om ja varför , om  inte varför  ?  

 

9. What are your company’s preferences in the term of expected time pattern and rate of 

return ( discount rate) when discounting cash-flows?/ Vilka är ditt företags preferenser  

vad det gäller förväntade återbetalningastider och avkastning ( diskonteringsränta) när 

kassaföde ska diskonteras? 

 

10. Is there any other method your company is using when evaluating investments? If 

yes, please describe it and also why do you prefer it ? Finns det någon annan metod ditt 

företaget använder vid utvärdering av investeringar ? Om ja , beskriv det och även varför 

föredrar du det? 

 

11. Did your company ever choose to postpone an investment due to internal or external 

reasons? If yes, would you please describe those reasons?/ Har ditt företag någonsin valt 

att skjuta upp en investering på grund av interna eller externa orsaker ? Om ja , skulle du 

vilja beskriva dessa skäl ? 
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12. Did you ever consider the possibility to modify a project when evaluating? If yes, 

could you please give an example?/ Har ditt företag någonsin övervägt möjligheten att 

modifiera ett projekt vid utvärdering? Om ja , kan ni ge ett exempel ? 

 

13. The possibility to modify projects has imbedded values called real options being used 

by real estate companies. How  your company is calculating the value of such option, if 

using that method ?/ Möjligheten att ändra projekt har inbäddade värden kallade Reaal 

Optioner som används av fastighetsbolag . Hur  ditt företag beräknar värdet av ett sådant 

option , om det används? 

 

14. What are the methods your company is using to reduce the risks associated to an 

investment?/ Vilka är de metoder ditt företag använder för att minska de risker som är 

förknippade med en investering? 

 

15. What are the methods your company is using to reduce risks during usage? / Vilka är 

de metoder ditt företag använder för att minska riskerna under drift ? 

 

16. Diversification is considered as a method to reduce risk. How your company is 

applying diversification?/ Diversifiering betraktas som en metod för att minska risken . 

Hur ditt företag tillämpar diversifiering ? 

17. Which diversification method are you considering as the most relevant for your 

company?/ Vilken diversifieringsmetod anser du som mest relevant för ditt företag? 

 

Uncertainty Avoidance 

 

1.What are you considering as the main reason for anxiety in your company? Vad anser 

du som främsta orsak till oro i ditt företag ? 

 

2. How would you describe your company’s tolerance level concerning ambiguity?/ Hur 

skulle du beskriva ditt företags toleransnivå i samband med  tvetydighet? 
 

3. How would you describe your company’s philosophy concerning the time factor in 

general and in connection to investments?/ Hur skulle du beskriva ditt företags filosofi 

om tidsfaktorn i allmänhet och i samband med investeringar? 

 

4.How long do you believe employees would generally stay in the same position? What 

about in the same company?/ Hur länge tror du i allmänhet anställda ska stanna i samma 

position? Hur ser det ut om frågan gäller i samma företag? 
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5.Are you considering that longer service at the same company is beneficial for the 

organization? If yes why, if no why?/ Anser du att längre tjänstetid I samma företag är 

gynnsamt för organisationen. OM ja, varför, om inte varför? 

 

6.Are you considering formal rules internal the company should be advocated? / Anser du 

att formella regler inom företaget bör förespråkas? 

 

7.What is the main purpose of the formal rules internal your company?/ Vad är det 

huvudsakliga syftet med de formella reglerna inom ditt företag 

 

8.Would you please describe those company efforts undertaken making the formal rules 

to work in your company? Skulle du vilja beskriva de anstatser ditt företag tilämpar för 

att göra de formella regler att fungera i ditt företag ? 

 

9.Are you considering that hard work is to be expected continually from the employees? 

Anser du att hårt arbete ska förväntas fortlöpande från de anställda?  
 

10.How would you describe the efforts your company makes to ensure that the employees 

are working hard? / Hur skulle du beskriva de insatser ditt företag gör för att säkerställa 

att de anställda arbetar hårt ? 

 

11.Would you describe your company’s preferences for formal rules in connection to 

external stakeholders? / Skulle du kunna beskriva ditt företags preferenser för formella 

regler i samband med externa intressenter ? 

 

12.Why do you think these formalities are important? / Varför tror du att dessa 

formaliteter är viktiga ? 

 

13.Up to which extent top managers in your company are involved in the company’s 

daily operations?/ Upp till vilken grad chefer i företaget är involverade i företagets 

dagliga verksamhet ? 

 

14.How much time is your company spending with strategic planing?/ Hur mycket tid 

spenderar ditt företag på strategisk planering? 

 

15.Up to which extent are you agreeing that strategic planning is always leading to 

success? / Upp till vilken grad håller du med att strategisk planering alltid leder till 

framgång ? 
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16.What factors are You considering leading to success in your company if you could 

summerize it shorty? / Vilka faktorer anser du leder till framgång i ditt företag om du 

kunde sammanfatta kort? 
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