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Abstract 
Problem: The underlying problem within this Master of Science thesis is the emanating issues from 
the changed owner and usage situation of the former Tax Department. A planned reconstruction 
led to difficulties in estimating the reconstruction costs. In the end this problem is an appraisal is-
sue. This problem led to an interest to make a thorough investigation of the area of Swedish real es-
tate appraisal. The thesis is constituted by five different sub-investigations. Initially an exploration is 
made concerning Swedish real estate appraisal methods. Further, factors affecting the real estate 
value are examined. This is followed by an investigation of what appraisal issues that might occur in 
a new usage situation and how the value is estimated in such a situation. The relation between 
Swedish and International appraisal methods is then illuminated. The final investigation is concern-
ing what new trends that have occurred on the Swedish real estate appraisal market. 

Purpose: The purpose of this Master of Science thesis is to study the phenomenon real estate ap-
praisal via Swedish real estate appraisers to gain an understanding of how they reason when choos-
ing appraisal method and determine the real estate value. Additionally, the aim is also to highlight 
the relation between Swedish and International real estate methods to reveal differences and simi-
larities. 

Method: We have chosen a qualitative method taking the form of eight interviews. A total of eight 
interviews are performed. The study is offset by a pre-study with a professor at RIT, Stellan Lund-
ström. The aim with this interview is to get an updated view of the latest research within real estate 
appraisal. This is followed by seven interviews with certified real estate appraisers. The results from 
the interviews with the appraisers are analysed together with the pre-study, theoretical framework 
and previous studies. The analysing process is based upon a modified thought model, originally de-
veloped by the researcher Jan Mattsson. The analysing process is presented in five steps that all are 
connected to the modified thought model and related to the problem area of this Master of Science 
thesis. 

Conclusion: We found that the Swedish appraisal methods generally are constituted by three 
methods. These are the avkastnings method, the ortspris method and production cost method. The 
most influent factors on the real estate value are the location as well as the condition and standard. 
Also the rent contracts and vacancies to some extent affect the value. A rather large problem origi-
nates in the estimation of future costs, where the estimation of reconstruction costs is referred to as 
the largest issue. The international appraisal methods are equivalent to the Swedish methods. The 
largest differences are of cultural kind mostly caused by differences in legislation. New trends that 
are presented are the impact of the international accounting standards (IAS). Another significant 
trend is the increased use of automatic real estate analysis tools. 
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Sammanfattning 
Problem: Problemet som legat till grund för intresset och inriktningen med denna magisteruppsats 
är då tidigare kontorsfastigheten Skatteskrapan skulle byta ägare och användningsområde. En pla-
nerad ombyggnad ställde till problem med avseende på uppskattningen av ombyggnadskostnader. I 
slutändan handlar problemet om ett värderingsproblem. Detta problem tillsammans med andra ex-
empel där fastigheter bytt användningsområden har väckt ett intresse att göra en ingående under-
sökning av det svenska fastighetsvärderingsområdet. Denna uppsats är indelad i fem olika delunder-
sökningar. Initialt sker en presentation av svenska metoder för fastighetsvärdering. Vidare under-
söks olika faktorer som har olika värdepåverkande effekter på fastighetsvärdet. Därefter genomförs 
en undersökning av hur nya användningssituationer kan vålla värderingsproblem samt hur ett värde 
fastställs i en sådan situation. Nästa steg består utav en undersökning av internationella värderings-
metoder. Studien avslutas sedan med en undersökning av nya trender som utvecklats inom fastig-
hetsvärderingen. 

Syfte: Syftet med denna magisteruppsats är att studera fenomenet fastighetsvärdering via svenska 
fastighetsvärderare för att erhålla en förståelse för hur de resonerar vid valet av värderingsmetod 
och bestämmer det slutliga värdet. Dessutom är syftet också att belysa relationen mellan svenska 
och internationella värderingsmetoder för att utröna likheter och skillnader. 

Metod: Vi har valt en kvalitativ metod i form av åtta intervjuer. En förstudie, i form av en intervju, 
görs med professor Stellan Lundström, vilken ämnar till att ge en uppdaterad bild av forskningen 
inom området. Därefter hålls sju intervjuer med auktoriserade fastighetsvärderare. Värderarnas syn-
punkter analyseras sedan tillsammans med resultat från förstudien, teoretiskt ramverk samt tidigare 
studier. Analysen är baserad på en modifierad tankemodell som är skapad av forskaren Jan Matts-
son. Genom denna modell har sedan fem viktiga nivåer, knutna till uppsatsens problemområde, 
analyserats.  

Slutsats: Vi fann att de svenska värderingsmetoderna i stort sett utgörs av tre olika metoder. Dessa 
är avkastningsmetod, ortsprismetod samt produktionskostnadsmetod. De viktigaste värdepåver-
kande faktorerna var fastighetens läge samt dess skick och standard. Även hyreskontrakten och 
vakanser påverker till stor del. Beslut om ny användningssituation kan tas av olika anledningar. Det 
största problemet relaterat till denna förändring är uppskattningen av framtida kostnader, där om-
byggnadskostnader utgör den största svårigheten. De internationella värderingsmetoderna är över-
lag de samma som de svenska. Kulturella skillnader föreligger i vilka metoder som används i olika 
situationer. De viktigaste nya trenderna är effekten av de internationella redovisningsstandarderna. 
En annan trend är det ökade användandet av automatiska analysverktyg. 
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1 Introduction 
The purpose with this introduction chapter is to explain the focus of the study where we provide a presenta-
tion of the problem background to the chosen research subject that finally leads to our problems questions 
and the purpose of our study. 

1.1 Background 
We will start this academic discussion with pointing out that there is a need for research 
within the chosen topic as the two following authors describe it: 

“Real estate valuation is not seen as any science, but the question therefore is if not research 
within the subject is justified.”  (Persson, 1991, p.7) 

“As an academic subject area real estate enterprising and operation of real estates is a new 
field of research. Therefore, different approaches are searched for, primarily from the research 
areas within financial analysis and management. The research will apart from the theoretical 
framework  lead to models.” (Professor Lundström, 1992, p.5) 

Even though these texts were written in the early 1990s, the research within the subject is 
obviously not sufficient since finding proper studies has been a tough challenge. 

However, the subject area about real estate valuation firstly caught our interest after reading 
in the daily newspaper Dagens Nyheter (2005-02-03) about new student residents in Stock-
holm. The debate about transforming the usage of an old governmental building called 
Skatteskrapan, the former Tax Department, into rooms and apartments for University stu-
dents caused some valuation issues. 

In the article (DN, 2005-02-03) accountants questioned the forecasted calculations for the 
project. They considered the expected reconstruction costs to be insufficient and further 
the forecasted rental incomes seemed optimistically large. All together, according to the ac-
countants, this provided a questionable and untrustworthy measure of the price for the real 
estate. 

In another article in Dagens Nyheter (2003-11-26) there is a discussion that the municipal-
ity in Stockholm wants to purchase the building called Skatteskrapan from the Government 
owned real estate company Vasakronan in order to transform it into a residence for stu-
dents. The purchase deal would close around SEK 1,6 billion, including the purchase sum 
and rebuilding costs. Svenska Bostäder was chosen to be responsible for the project of 
turning Skatteskrapan into a residence for students. 

Dagens Nyheter (2003-11-30) claims that there is a disagreement about the total cost of re-
building Skatteskrapan into a student residence. Two consultant companies were contacted 
in order to come up with the expected costs of the project. A consulting company named 
Bygganalys AB was first contacted for calculating the total cost of the project. According to 
their calculations the total cost was estimated to about SEK 1 billion. This was not accept-
able according to the majority of politicians in the City Hall, since the figures were thought 
of as being too high. Instead the city hall of Stockholm contacted another Consultant 
Company named Carlbro AB. The conclusions drawn by Carlbro were that this kind of 
project would entail costs of about SEK 600 million. The major impact on the difference 
between the two estimations arose from costs concerning the contractor and the future 
proprietor. 
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Another large impact on the cost differences was whether or not there was a need for 
renovating the external wall of the real estate (DN, 2004-11-30). In the offer from Bygga-
nalys AB, based on their drawn conclusion about the rebuilding cost, a renovation of the 
external wall was included in the final cost. This was not included in the cost estimation 
from Carlbro AB. Although the two consultant companies both agreed upon that the ex-
ternal wall had to be renovated in the near future, Bygganalys AB suggested a renovation at 
the same time as the rebuilding will be carried out, while Carlbro AB believed the renova-
tion could wait. However, Svenska Bostäder that will be responsible for the reconstruction 
preferred a renovation of the external wall as soon as possible. The board of Svenska 
Bostäder assumed that the latter calculation did not include costs for changing windows of 
Skatteskrapan, which alone is a project that would add about SEK 100 million to the earlier 
calculations of SEK 600 million. In the article (DN, 2004-11-30) the financial commis-
sioner Annika Billström finally stressed that the increased costs will be even with the in-
creased income coming from an augmented commercial area. 

Skatteskrapan was finally sold to Svenska Bostäder for SEK 566 million, including the re-
construction rights (Vasakronan, 2005-04-03). 

We have noticed that there obviously is a valuation problem with real estate objects that 
face a new value based on changing to a new usage situation. Some examples of new usage 
of old real estates are, according to Hedskog (1991); when changing from military usage 
(A6, Jönköping) to shopping mall usage, changing from fire station (Brandtornet, 
Jönköping) to office usage, and changing from philanthropy usage to hotel usage (Comfort 
Hotel, Jönköping). 

1.2 What type of problem do the report cover? 
The Appraisal Institute (2001, p.79) divide the real estate owner’s interest into different in-
terest areas. Regardless of the type of ownership, partial interests together with the purpose 
of the appraisal assignment automatically lead to separate ways of viewing the valuation 
problem. According to the Appraisal Institute (2001, p. 80) these interest areas are: 

Table 1:1. Type of problem our study investigate. 

Economically Legally Physically Financially 

The economic interest 
concerns the landlord’s 
and the tenant’s posi-
tions and interests re-
lated to leasing fees 
and contract rents. 

The legal interest con-
cerns different legal 
rights, benefits or re-
strictions that the owner 
posess as being the 
owner of a real estate. 

The physical interest 
concerns either inter-
ests in horizontal or ver-
tical division where the 
property is broken down 
into smaller units. 

The financial interest 
concerns investment 
practices related to debt 
or equity components, 
or other financial ar-
rangements such as 
capital markets. 

   Our problem focus. 

 

The problem area we have chosen to focus on within our study is the problem area with 
the financial interest, as highlighted in table 1.1 above. 

The viewpoints that the real estate appraisers have when performing valuations affect the 
final real estate value. In its turn the final value of an real estate have an effect on, for ex-
ample, the sales price of an real estate or the new usage value related to a reconstruction. 
Thus, the interest we have chosen to focus on concerns problems of a financial type. 
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1.3 Who is concerned with the problem? 
The valuation problem is a problem that firstly the real estate owner is concerned with, 
since assets in a firm continuously have to be valued according to accounting regulations. 
Additionally, it will be a problem for a potential buyer of the real estate and consequently 
also for the provider of the capital, for example banks providing loans. Especially for the 
third party banks, it is of high importance to have a loan that corresponds to a correct real 
estate value. Finally, the valuation problem is also a big concern for the real estate ap-
praiser, who is supposed to set a fair market value on the real estate. In this Master of Sci-
ence thesis we have chosen to focus on the role that the real estate appraisers have in 
this situation, see table 1.2. 

Table 1:2. People concerned with the valuation problem of a new usage. 

Problem: Who is concerned with 
this problem? 

What theoretical linkage 
exists for this problem? 

Is this problem studied be-
fore? By whom? 

 
Valuation problem with 
an old real estate that 
faces a new value based 
on changing to a new 
usage situation. 

 
* The Owner 
 
* Potential Buyer 
 
* Capital Provider 
 
* Real Estate Appraiser!! 

 
* Appraisal Methods 
 
* Factors affecting the 
   final value 
 
* New Usage Situation 
 

 
* Hedskog, B. (1982), (1991) 
* Lundström, S. (1980), 
   (1988), (1989), (1990) & 
   (1996). 
* LMV (2004) 
* Jaffe & Sirmans (1995) 
 

 

In a sales situation like the one with Skatteskrapan the purchaser, who plans to make the 
reconstruction, has to consider all possible costs for reconstructing the real estate in the 
calculations of the final price. However, the final costs for reconstructing a real estate ob-
ject are not easy to foresee due to problems with forecasting future conditions related to 
incomplete information. Since the final real estate value, or price, is dependent upon this 
kind of information we found it interesting to make a further examination. 

This finally directed us into real estate appraisal methods and related valuation problems 
how to set the final real estate value canalized through valuation problems related to old 
real estates changing to a new usage situation. The independent appraiser has to provide a 
fair market value that reflects the current market situation, but must also make sure all fac-
tors related to the real estate is taken into consideration. 

1.4 Participants in the real estate market 
According to Jaffe & Sirmans (1995, p.97) there are four major participants in the real es-
tate investment process (note that Jaffe & Sirmans focus on real estate with an investment 
approach). The participants are the equity investor, the mortgage lender, the tenant, and the 
government. Bejrum och Lundström (1996, p. 20-24) also discuss participants and bring up 
stakeholders, such as owners, entrepreneurs, employees, credit lenders, users and the soci-
ety. The Appraisal Institute (2001, p.150) finally adds real estate professionals such as bro-
kers, appraisers, managers and bankers to the list of participants. 

The Equity Investor  
The equity investor is the decision maker who decides the type of form for the ownership 
of the real estate object. The different forms include ownership as an individual, a partner-
ship (limited or general), a corporation, a real estate investment trust or a syndicate. The 
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equity investor is interested in the cash flow returns from the real estate object. Also the 
equity investor must be certain about the relating legal right to the cash flows, since it is ex-
tremely important when investing in real estate (Jaffe & Sirmans, 1995, p.7). 

The Mortgage Lender  
Most real estate investments use borrowed funds where the borrower (equity investor) has 
to guarantee the real estate as security for the debt. The mortgage lender is interested in re-
covering the borrowed amount and of course creating a reasonable rate of return on the 
loan (Jaffe & Sirmans, 1995, p.8). 

The Tenant  
The user of the real estate (the tenant) buys the right to possess a part of the real estate 
from the landlord (equity investor) in exchange for a payment (rent). The tenant play an 
important role since without the tenant, there is no income from the real estate object. The 
legal document that serves as a link between the tenant, the real estate object and the equity 
investor is the lease contract (Jaffe & Sirmans, 1995, p.9). 

The Government  
The real estate object is affected by all of the different levels of the government (federal, 
state and local). The government influence the relationships between the tenant, the equity 
investor and the mortgage lender and put restrictions on the use of the real estate (Jaffe & 
Sirmans, 1995, p.9). 

It is not possible and neither relevant to include all of the participants’ viewpoints in our 
study. Therefore we will from now on merely focus on the participants we are interested in 
and whom are relevant for the study, namely the real estate appraisers. 

1.5 Limitations of the problem area 
The restrictions we set up for our study was to empirically investigate real estate appraisers 
active in Sweden. Hence, our focus will be on the Swedish real estate market. However, the 
comparison between Swedish and foreign valuations methods we intend to perform is 
based mainly on a theoretical level to highlight apparent diversities. 

In the centre of attention within our study we have the valuation objects real estates. These 
can be classified as different property types or be sub divided into various sub markets. In 
this Master of Science thesis our focus will be on commercial real estates simply because it 
is this type of knowledge the appraisers primarily possess. The united characteristic for 
commercial properties is that these properties provide a continuous income to the owner. 
Thus, these properties can be seen as a production factor producing accommodation and 
service to the tenants that pay the rent for the space. This limitation is equivalent to what 
Lundström (1992, p. 16) applies as a foundation throughout his research publications. Con-
sequently, private houses will not explicitly be discussed or covered in this report, because 
the valuation of private houses is a sub market that mainly real estate intermediaries (real-
tors) have specialized knowledge within. That expertise is not what we are looking for and 
is not valid for our study. Nor will we cover agriculture or forestry real estates. 

Within the real estate market the appraisers, during the appraisal process, interact with buy-
ers, sellers, and sometimes real estate sales intermediaries (realtors) that take part in the sale 
of real estates. However, in this report we will only focus on the independent real estate 
appraiser, as illustrated in the figure 1.2 below. 
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Independent
Real Estate
Appraiser 

 

Figure 1:1. Participants in the real estate market. 

1.6 Problem we intend to solve in this thesis 
“Problem stands for something that is unsolved or unanswered or not yet highlighted in a sufficient or clear 
way.” (Rienecker, 2003, p 9). 

The first area of interest was that we as a foundation for our study wanted to get a grip of 
what kind of real estate appraisal methods Swedish real estate appraisers practice. This will 
support us during the rest of the researching journey as a guide how the appraisers work 
and think when performing their valuation on daily basis. Accordingly, we asked the re-
spondents the following question: 

Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

The second area of interest was one of the most important parts that serve as a constituting 
and vital role within the valuation process. We wanted to reveal what factor was most im-
portant for the final real estate value, which also was what Persson (1991) urged for: 

“It is not certain that research within the area would make the valuation methods simpler, 
but a thorough investigation revealing all the factors that affect the “value” would certainly be 
called for.” (Persson, 1991, p.7) 

Because, by revealing the core which steers the valuation we get an interesting conforma-
tion to work further with in our report. Hence, we asked the respondents the following 
question: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

Real Estate 
Seller 

(Owner) 

Real Estate Sales 
Intermediary 

Buyer 
(Investor) 

Real Estate 
Value 

Real Estate 
Value 

Real Estate 
Value 

External 
Valuation 

Information 
Information 

Sales 
Price

Internal 
Valuation 

Information 

Sales 
Price 
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The third area of interest was to find out how the real estate appraisers handle rare situa-
tions where a real estate changes to a new usage situation and how the valuation problem is 
dealt with in practice. The two previous sub areas is here of major help when approaching 
this kind of valuation problems. Finding out how the appraisers contemplate concerning 
changing to a new usage situation will most likely help us to understand how these tough 
odd valuation situations are solved. Consequently, we asked the respondents the following 
question: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

The fourth area of interest was to compare Swedish valuation methods with foreign real es-
tate appraisal methods on an international level. Asset valuation is more and more forcing 
International Corporations to harmonize the valuation principles due to, for example, new 
accounting regulations. Thus, Sweden is probably like many other countries facing interna-
tional investors demanding the real estate valuations to be translated across borders. 

Within this sub area it was especially important to search for knowledge from three differ-
ent dimensions. Firstly from printed material about generally accepted theories within real 
estate appraisal. Secondly from current research opinions delivered by the academic re-
search world via Professor Stellan Lundström. Lastly from real life experience that the 
Swedish real estate appraisers possess. 

Via the interviews with the Swedish real estate appraisers we wanted to know what experi-
ence and insight they had concerning their foreign counterparts’ methods and practice. But 
we also wanted to know whether they had experience of performing real estate valuation to 
international investors. Accordingly, we asked the respondents the following question: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

The fifth and last area of interest was to get the respondents opinion about whether there 
exist new trends within real estate appraisal or within the real estate market in general. By 
discussing new trends we hoped to achieve topics within real estate appraisal that we did 
not thought of as being an interesting aspect from the start of our study. As a bonus, this 
can also be of interest for students in general searching for a possible subject for future 
studies. Hence, we asked the respondents the following question: 

Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 

1.7 Summing up: Our problem questions 
1. What appraisal methods do real estate appraisers in Sweden practice? 

2. What factors affect the real estate value and which factor is most important? 

3. What valuation problems may occur when switching to a new usage situation of an 
old real estate, and how is the new real estate value then decided? 

4. What are the main differences and similarities between Swedish and international 
real estate appraisal methods? 
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5. If any, what are the new trends within real estate appraisal and the real estate mar-
ket? 

1.8 Purpose 
“Why do we want an answer on the problem? To what shall the answer and text be used for?” (Rie-
necker, 2003, p 11). 

The purpose of this Master of Science thesis is to study the phenomenon real estate ap-
praisal via Swedish real estate appraisers to gain an understanding of how they reason when 
choosing appraisal method and determine the real estate value. 

Additionally, the aim is also to highlight the relation between Swedish and International 
real estate methods to reveal differences and similarities. 

We believe that the result of this study may reveal the valuation methods’ practical limita-
tion and possibilities, which can be beneficial for other University students and the aca-
demic real estate research area. 

The study may also be of interest for potential purchasers of real estates and other inter-
ested parties in the real estate market. 

Especially, our study can be of interest to the participants who acted as respondents in our 
study. Generally, we think that it is always interesting for a firm to know how its competi-
tors think about the same market, and particularly how the competitors deal with same 
valuation problems. 

1.9 Definitions 
Here we explain the different terminologies we use in our thesis. The reader is presumed to 
have a pre-understanding of the basics within finance. 

Several researchers are involved in this specific research area. Within their own studies they 
tend to use different research expressions explaining mostly the same thing. Our intention 
is trying to use their own original expressions together with each researcher’s contribution 
of theory. This is done to serve the purpose of our study, i.e. comparing different valuation 
views. 

However, we will in our discussions interchangeable use some expressions that, in our 
opinion, have the same meaning. Thus, in this Master of Science Thesis the following ex-
pressions will be used synonymously: 

English expressions meaning the same Swedish expression 

Real estate Property Fastighet 

Appraisal Valuation Värdering 

Appraiser Valuer Värderare 

Yield capitalization value Rate of return value Avkastningsvärde 

Required rate of return  Avkastningskrav 

Building permit Construction right Byggrätt 
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Rental agreement Rental contract Hyreskontrakt 

Tenant The user of the space that pays the rent. Hyresgäst 

Cooperative building society Private owned residence community. Bostadsrättsförening 

 

We will here also provide some of the basic definitions that are of relevance to have in 
mind when reading our report. 

•  Market value, is value through price, “the most probable price in a sale situation” 
(Bejrum & Lundström, 1986). 

•  Market value, is decided by supply and demand in the real estate market, and is 
defined as “the most probable price for a real estate sold in the open real estate 
market during normal conditions” (LMV, 2004, p.104). 

•  Yield capitalization value (=Avkastningsvärde), value through future benefits, 
”present value of expected return on future cash flows” (Bejrum & Lundström, 
1990). 

Further, here we also will provide the reader with information about some organizations 
that are dealt with in this report. 

Abbreviation: Explanation: 

RICS Royal Institute of Chartered Surveyors, British international organization for 
real estate appraisers founded in 1868, www.rics.org 

SFF Samfundet För Fastighetsekonomi, Swedish professional organization for 
authorised real estate appraiser founded in 1994, www.samfundet.se 

TEGOVA The European Group Of Valuers Association 

IVSC International Valuation Standards Committee 

IAS International Accounting Standard 
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1.10 Disposition 
 

 

 The purpose with this introduction chapter is to explain the focus 
of the study where we provide a presentation of the problem 
background to the chosen research subject that finally leads to our 
problems questions and the purpose of our study. 

 

The purpose with this scientific theory chapter is to describe how 
we look upon the different scientific theory approaches and in 
what way the scientific theories can be related to our study in 
practice. The effect that the scientific theories have on the results 
of our study is also investigated. 

 
The purpose with this method chapter is to illustrate how we have 
performed our research in practice and to relate our choices with 
how research is supposed to be performed according to strict 
theoretical methods gaining trustworthy research results. 

 

The purpose with this chapter is to present the generally accepted 
ideas within real estate appraisal to provide a deeper understand-
ing of our problem questions that will function as a foundation for 
the following parts within our study. 

 

The purpose with this chapter is to present an academic research 
viewpoint on our problem questions derived from the interview 
with Professor Stellan Lundström at the Royal Institute of Tech-
nology (KTH). 

 
The purpose with this chapter is to review previous studies within 
the research area real estate appraisal that have investigated similar 
problems related to our study that can provide possible answers 
on our problem questions.  

 

The purpose with this chapter is to present the empirical results 
from the investigation, the Main-Study, we carried out and then 
with theory, the Pre-Study and previous studies as analytical tools 
gradually interpret the empirical findings to achieve important in-
sights for our problem questions. 

 The purpose with this section is to present the conclusions at-
tained from analysing the empirical findings from our Main-Study 
and to give a final discussion that covers both overall and detailed 
experience and insights achieved during the whole study project of 
our Master of Science thesis. 

Conclusion & 
Final Discussion 

Analysis of the 
Main-Study 

Previous 
Studies 

Pre-Study: Interview 
with KTH Professor 

Appraisal 
Framework 

Method

Scientific 
Theory 

Introduction 
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2 Scientific Theory 
The purpose of this chapter is to describe how we look upon the different scientific theory approaches and in 
what way the scientific theories can be related to our study in practice. The effect that the scientific theories 
have on the results of our study is also investigated. 

2.1 Scientific approach 
The matter of science can be defined and divided into two parts based on what type of in-
formation the researcher is including in the study. The first part is the empirical science and 
as the name tells the researcher is in this case including empirics in the study, i.e. making 
observations of the reality. The second part is the non-empirical science, where the re-
searcher does not use observations when seeking deeper knowledge about a research object 
(Patel & Davidson, 1991, p. 16). 

In our study we will include empirical data collected from reality explicitly for this study. 
The emirics contains of recorded interviews with seven real estate appraisers and one aca-
demic professor. Our chosen scientific approach is accordingly in line with the empirical 
science approach. This approach were science seeks reality to reveal the truth about a sub-
ject is according to Thurén (2002) an old approach used by researchers and scientists. 

2.2 Subjectivism and Objectivism 
Another important part of the scientific approach is two comprehensive perspectives sub-
jectivism and objectivism. These perspectives often possess different views about the 
ability to draw generalized conclusions about the reality. 

The subjective perspective claims that the nature of knowledge is individually unique and 
therefore cannot be generalized. The followers of subjectivism state that science cannot 
produce objective knowledge. The subjective perspective takes the standpoint that reality is 
not the same for all individuals since the individual creates its own reality. A researcher that 
applies the subjective perspective therefore tries to understand and describe how the reality 
is created and perceived by different individuals (Hult, 2004, p. 19). 

Objectivism can be seen as the opposite of subjectivism. The objective perspective of real-
ity is described to be independent of the individual. The reality is perceived the same no 
matter what experience a person might have. These thoughts can be related to realism. The 
followers of objectivism seek to describe how the reality looks like. The objective perspec-
tive claims that knowledge can be delivered fully intact from one source to another (Hult, 
2004, p. 19). Our pupose is to present the original empirical data from the interviews with 
the respondents as intact as we possibly can to ensure a trustworthy and objective academic 
report. 

The study we have carried out and included in this thesis consists of several individual sub-
jective perspectives collected through interviews. Every real estate appraiser included in this 
study will contribute with their own subjective part of the whole picture of the subject real 
estate appraisal. This because each real estate appraiser has its own subjective opinion 
about how the reality looks like from their own point of view. This is in accordance with 
Hult (2004, p. 19), who explains that reality is not the same for all individuals, at least if you 
agree with the subjective perspective. 
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It is not hard to understand that each individual see the world with different perspectives. 
However, when we interview seven different designated real estate appraisers with different 
subjective perspectives we at the same time achieve a broad view of the area of real estate 
appraisal. By presenting this holistic view, which we achieve when investigating real estate 
appraisal via the real estate appraisers, we make an attempt to explain how the reality looks 
like. Accordingly, in this report we have tried to present each respondents’ individual per-
spective in an objective way. This approach is in accordance with the objective perspective 
accordning to Hult (2004, p.19). Moreover, by interviewing a professor we will acieve an 
even stronger view of how real estate appraisal looks like. In our opinion, the result of this 
study therefore can in its turn be generalized to a relatively large degree presenting real es-
tate appraisal in Sweden. 

2.3 Popper, Kuhn and Gadamer 
Popper, Kuhn and Gadamer have individually given important contributions to the devel-
opment of the scientific matter. Below we will make a short presentation of the their ideas 
and what they have contributed with to the scientific matter. 

Popper attached to the idea that the goal for every scientist should be to signify knowledge 
that is true. This could be determined by trying to falsify a theory. If a theory can be falsi-
fied it means that the theory is not true for all situations (Hult, 2004, p. 22; Johansson & 
Liedman, 1981, pp. 31). If the theory cannot be rejected it is not accepted but is what the 
researcher believed in as long as no evidence claims the opposite (Thurén, 2002). The em-
pirical facts we collect in our study about real estate appraisal is compared with the existing 
knowledge from literature. Thus, we practise some kind of falsification principle by high-
lighting mismatching empirical facts in our study. 

Kuhn has a slightly different view than Popper. The knowledge possessed by individuals is 
from the beginning formed as a pre-understanding. The different pre-understandings 
within a research area create a whole view that Kuhn calls paradigm. A paradigm is a pat-
tern of related facts or purely a construction of thoughts.  (Thurén, 2002). Kuhn separates 
science into two parts. One is called normal science and the other is called revolutionary 
science. Normal science is carried out with a large degree of expectations about the out-
come where the paradigm is taken for granted. Revolutionary science is when available 
facts do not fit the current paradigm and these new facts create a new modified paradigm. 
For normal science there certainly exists a solution, but a solution is not certain for the 
revolutionary science (Johansson & Liedman, 1981, pp.49-50; Kuhn, 1981, pp.40-45). 
Through the literature review, the pre-study and the study of previous studies we achieved 
a good pre-understanding of the subject before investigating the reality. Thus, we possessed 
an adequate pre-understanding about the dominating current ideas within the paradigm of 
real estate appraisal. 

Gadamer’s idea is related to the principle of open questions. By following this principle the 
scientist approaches the research object by asking questions with answers unknow to the 
scientist. Gadamer strives for an openness allowing the scientist’s horizon of understanding 
to change if the research object have another horizon of understanding. The scientist 
searches for information that might change the present understanding and interpretation. 
Another standpoint by Gadamer is the pre-understanding. The scientist should present 
what is already know about the state of things related to the studied subject. There are 
many advantages of this presentation where the scientists present their pre-understandings, 
perceptions and knowledge level that will function as a base for their interpretations. It is 
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an advantage for the reader in order to understand the reality described in the research 
(Ödman, 1991, pp. 186). 

The chapters in this report that deal with pre-understanding are the appraisal framework, 
the pre-study and the previous studies. The pre-understanding was gained by studying lit-
erature where all possible written material within the subject were examined, such as books, 
dissertations, research articles, and papers. In all the different parts of this master of science 
thesis where we deal with pre-understanding, we have consistently in the end of each sec-
tion presented possible answers on our problem questions. This is done firstly to provide 
an open approach to the reader. Secondly it is done to separate what is know in beforehand 
within the subject and what is learnt from the interviews. This approach to present the pre-
understandings is exactly what Gadamer recommends. Hereby, the empirical interview ma-
terial with the appraisers is kept apart from the pre-understanding. 

In our study we we tried to apply mostly open questions during the interviews. Gadamer 
recommends this approach, which allows researchers to change their present understand-
ing. The interviews we performed were more of discussion type rather than cross-
examinations. 

2.4 Deductive approach 
Conclusions can be drawn with different starting points. Generally there are two different 
working methods for drawing conclusions, which can be performed in a deductive or in-
ductive way, according to Patel & Davidson (1991, pp. 20), Holme & Solvang (1997), 
Thurén (2002) and Artsberg (2003, pp. 31). Induction is built on empirical facts and de-
duction on logical facts. 

Table 2:1. Comparing deduction and induction. (Source: Artsberg, 2003, p. 31). 

Deductive method Inductive method 

Starting point in theory. Starting point in empirics. 

Testing or developing existing theory. Creating new theory. 

Theoretical interest (established paradigm). Empirical interest (problematical phenomenon in the 
reality). 

 

If a theorist follows the deductive method the path of proving is followed. With general 
principles and existing theories the scientist draws conclusions about objects in an observa-
tion. From existing theories the researcher tests empirical data with hypotheses. This work-
ing aspect is called hypothetic-deductive according to Patel & Davidson (1991, p. 21). 

Following the deductive method one can have the purpose to predict reality. The deductive 
method can be used in order to develop existing theories according to Artsberg (2003, pp. 
31). The most common practiced method is the hypothetic-deductive method. 

The deductive method is the most formalized method and therefore easiest to explain. 
The advantage with this method is that a new generation of theorists can continue testing 
where the old generation left it (Holme & Solvang, 1997). Thurén (2002) explains deduc-
tion as a form of drawing a logic conclusion seen as valid if it has a logic connection. Fur-
ther, Thurén (2002) states that with a deductive method you can reject a hypothesis in a 
simple way. But it does not say much about the real cause. 
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The opposite to deduction is the inductive way of working. Induction is when the re-
searcher draws general conclusions from empirical facts according to Thurén (2002, p. 19). 
The researcher is studying the research object and develops a theory from the gathered in-
formation and empirics. In this case the researcher is not using present theory in order to 
anchor it on the research object, but rather developing an own theory from what is found 
in the study (Patel & Davidson, 1991, pp. 21). 

In this thesis we intend to follow the deductive approach. This is an approach where we as 
researchers start out from theory and test the reality with a specificly chosen theory. The 
first phase of the study was to gain insight into the theory within the area. This phase in-
cluded a literature review study, which was made in order to get an overall view of the re-
search area. In this phase the appraisal framework (chapter 4) was founded. The problem 
area was also stated in this part of the study. The other theoretical study we performed was 
to investigate previous studies that is related with our problem area. By applying this work-
ing method we achieved a broad overview of what theories that exist in the field. This 
served as a good theoretical knowledge base, which was desired before performing the in-
terviews. 

The deductive method of drawing conclusions has been criticized for the underlying risk 
that the conclusions have little to say about how the reality looks like (Hult, 2004, p. 14). In 
order to get a fair picture of the reality the insight we got from the literature review was 
compared with the empirical facts achieved through the interviews with the professor and 
the seven designated real estate appraisers. 

The second phase of the study was also performed according to the directions outlined by 
the deductive approach. In this part we performed interviews with the authorized real es-
tate appraisers. The empirical outcome of the interviews was then analyzed by applying the 
appraisal framework, the pre-study and the previous studies. The approach that is most ap-
plicable for this thesis therefore is the deductive approach. 

2.5 The procedure of the study 
“A scientific text must describe what it will deliver and why and in what way it will do so.” (Rienecker, 
2003, p 14). 

Here we present and explain the overall picture of the different phases, 1 to 6, within the 
process of the study that will be carried out, see figure 2.1. 
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Reality Model level Theory 

 

Figure 2:1. The process of the study; deductive approach. 

The first (1) phase was to explore the generally accepted existing ideas within real estate 
valuation. We gathered information about different approaches, valuation methods and 
valuation techniques. This was done in order to provide ourselves with a literature review 
of the subject. These main ideas about real estate appraisal is presented in chapter 4. 
 
Phase two (2) was the pre-study where we achieved an empirical evaluation of the generally 
accepted valuation ideas from an academic research perspective. We then performed an in-
depth interview with the well-known and respected Professor Stellan Lundström, at The 
Royal Institute of Technology (KTH), within the research area. The aim was to get an aca-
demic viewpoint about real estate valuation within the real estate market and to get insight 
of what problems that may occur in real estate valuation. The empirical data from the pre-
study is presented in chapter 5. 
 
Phase three (3) was to go back to the theoretical world and search among dissertations, 
journals, academic papers and University students’ Bachelor and Master theses to find pre-
vious studies that provide possible answers on our problem questions. The previous studies 
are presented in chapter 6. 
 
Phase four (4) was the main-study where we investigated what approaches, methods and 
techniques that are practised by Swedish authorized real estate appraisers in the real estate 
market. This provided us with important insights about the appraisers’ opinions concerning 
real estate appraisal. This empirical data from the interviews with the appraisers is pre-
sented in chapter 7. 
 
Phase five (5) was to summarize empirical findings and compare it with the appraisal 
framework, the pre-study and previous studies. The collected empirical material was then 
interpreted and analysed. The analysis of the main-study is presented in chapter 7. The em-
pirical data from the interviews is presented in chapter 7. 
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The final phase (6) is where we sum up our conclusions derived from our analysing discus-
sion and the new knowledge within the subject of real estate appraisal is presented together 
with a final discussion. We also discuss how the new knowledge achieved in our study can 
be connected back to the appraisal framework and the previous studies. The conclusion 
and the final discussion together with the new knowledge is presented in chapter 8. 
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3 Method 
The purpose of this method chapter is to illustrate how we have performed our research in practice and to re-
late our choices with how research is supposed to be performed according to strict theoretical methods gaining 
trustworthy research results. 

3.1 Methodological approach 
In this section of the methodology chapter we will explain how we in practise will perform 
our research. The chosen type of study approach will be presented. Also the type of data 
we have decided to collect and analyze is connected to the chosen research method. 

3.1.1 Type of study approach 
Jarlbro (2000) puts forward a definition called “stairs of knowledge”. Within this definition 
there are three different levels of methodological approaches. Patel & Davidson (1991, pp. 
10) and Jarlbro (2000) categorize the levels as the explorative approach, the descriptive ap-
proach and the explanatory approach (also called hypothetical testing approach). 

•  Explorative approach: You know almost noting about the phenomenon and seek 
answers on the question: What is the phenomenon? Jarlbro (2000) in this case sug-
gests a qualitative method. 

•  Descriptive approach: You know a lot about the phenomenon and want to know 
its existence, location and frequency. Jarlbro (2000) in this case suggests a quantita-
tive method. 

•  Explanatory approach: You know the phenomenon and its existence, but now want 
to understand why it exists and what consequences it can lead to. Jarlbro (2000) in 
this case suggests a quantitative method. 

The explorative approach can be influenced by descriptive and explanatory approaches, but 
it is not recommended. The descriptive approach can be more trustworthy if including an 
explorative approach. Also the explanatory approach can be more trustworthy if including 
an explorative approach as a pre-step. Descriptive approach can also be used in the ex-
planatory approach. (Jarlbro, 2000). 

The methodological approach that fits the level of knowledge we had before approaching 
the research subject was the explorative approach. The authors had rather limited knowl-
edge about the subject real estate appraisal before research was initiated. 

However, after the pre-study of seeking literature it became obvious that the foundation of 
real estate appraisal deals with sub-areas which we already were familiar with, such as risk 
assessment, internal rate of return (IRR), net present value (NPV), cash flow analysis and 
capital budgeting, to name a few. Hence, most of the knowledge areas within real estate 
appraisal accordingly were not new information to us. Thus, as we see it, the exploratory 
approach is a phase we only pass through seeking for knowledge within a specific subject 
area. 

The next level of knowledge, the descriptive approach, partly fits the ambition to discover 
the existence and the frequent usage of appraisal methods among real estate appraisers. 
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Though, this is not enough and not the prior ambition, it is merely a step on the way to 
where this study is intended to end up. Only revealing the existence of a phenomenon, via 
the descriptive approach, is not sufficient enough for our master thesis. 

Therefore, what we seek is even more knowledge about how and in what way the real es-
tate appraisers deal with the valuation techniques and methods. Further, we want to dis-
cover the appraiser’s awareness about what situations and factors that affect their decisions 
of choosing one valuation method over another, and finally how the correct real estate 
value is set and adjusted to a proper level. To gain this level of knowledge with deeper un-
derstanding of the real estate appraisal phenomenon, we have chosen to perform in depth 
interviews with designated real estate appraisers. 

The methodological approaches that fit our way of performing research are partly the de-
scriptive approach and partly the explanatory approach, combined with a qualitative ap-
proach based on interviews. This is according to us a reasonable methodological approach 
that matches the purpose of this study. 

3.1.2 Qualitative method 
The second part of the research approach is concerning whether the researchers will make 
use of qualitative or quantitative facts and method for analyzing the gathered information 
(Lekvall & Wahlbin, 2001, p. 209). The primary question to ask is what information one 
need to know and why that information is of importance, rather than what method one 
should use in order to gather the information (Bell, 2000). The purpose of the research 
should determine what type of method the researcher should use (Trost, 1997, p. 7). 

Quantitative and qualitative are two different research methods applicable in a scientific 
study, according to Holme & Solvang (1997), Patel & Davidson (1991, pp. 10) and Jarlbro 
(2000). Below we will make a comparison that will illuminate the differences between the 
two methods. 

Table 3:1: Main differences between quantitative and qualitative method. (Source: Holme & Solvang, 
1997, p. 78) 

Quantitative method Qualitative method 

Little information about many observation units; see 
a wide perspective. 

Much information about few observation units; see a 
deep perspective. 

Systematic and structured observations, for example 
surveys with fixed answer alternatives. 

Unsystematic and unstructured observations, for ex-
ample interviews without fixed answer alternatives. 

Interest for ordinary, average or representative val-
ues. 

Interest for unordinary, unique or biased informa-
tion. 

Description and explanation. Description and understanding. 

Audience or manipulator. The theorist watches from 
the outside as an observant. Can manipulate variable 
variability. 

Participator or actor. The theorist observes from the 
inside. Aware of affecting the result by being present.

 

Qualitative interviews are characterized by asking simple questions to whom complex an-
swers are given. Qualitative interviews are those where answers are not given in quantita-
tive forms. Quantitative answers are numbers as well as terms that can be related to num-
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bers, e.g. words, such as longer or more. This follows that interviews where a frequency or 
numbers is not of primary interest, but rather words, should be of a qualitative kind (Trost, 
1997, pp. 7). 

The study performed in this research is a qualitative study. The empirical data has been 
collected by in-depth interviews between the authors and real estate appraisers. It was the 
authors’ intentions to gain a deeper understanding of the phenomenon of real estate ap-
praisal. The questions asked has provided to answers stated by words rather than numbers. 
The intention has not been to get broad and general picture with related to numbers or 
equivalent. The qualitatively aimed research approach best fits the intention with the re-
search. It is the authors’ beliefs that the choice of method is consistent with the purpose of 
the study.  

A rather common critical standpoint against qualitatively aimed research is that it is not re-
lated to “real” studies. In that aspect qualitatively aimed research can only be used as a 
starting point for quantitative studies. However this sort of opinion is groundless (Trost, 
1997, p. 15). 

3.1.3 Literature study 
The purpose of the literature study was to gather information about our stated problem 
area, i.e. real estate appraisal. 

The first phase of the literature study is where we gain initial information about our subject 
area real estate appraisal and then manage to define a problem area. Ejvegård (1993, p. 42) 
states that a literature study is often preceded by a search for literature, where books, arti-
cles, reports, theses as well as dissertations are examples of literature in the context of sci-
ence. In the search for literature we performed a literature study where we gained informa-
tion about the subject as well as found out what research had been carried out within the 
research area. Though, the underlying purpose with the literature study was to find out a 
good angle to start out from and with that angle provide a limited problem area. From the 
beginning we reached out for almost anything that concerned real estate valuation. But, af-
ter a while we narrowed down our search focus and became more critical to sources and 
authors. Because we have noticed that within a specific research area often some authors 
are especially highly respected. An example of this is when we discovered that the famous 
professor and author Stellan Lundström at KTH in Stockholm appeared as a reliable 
source in many interesting articles and books. Then, we decided to look for research papers 
and books written by Lundström, wherein we found many interesting aspects and other re-
liable references that Lundström based his research upon. This insight revealed quite a few 
new sources within the problem area. 

One way of gathering quick information about what is brought up in the paper is by in-
specting the table of content. However a method for gaining deeper insight in what type of 
research and what problems are illuminated is by reading the abstract of the articles (Trost, 
2002, p 34). According to Patel and Davidson (1991, p. 33) one might want to use articles 
or reports in order to find the latest observations, while books might be more efficient in 
order to find developed theories and models. 

The thirst for knowledge led us to the library where we started out looking for previous 
studies among Bachelor and Master Theses written by students at Jönköping International 
Business School. To find theses dealing with real estate valuation we searched available da-
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tabases in JULIA. Additionally we also searched in databases such as LIBRIS, Ebrary, 
JSTOR and Emerald. Other sources to  

In the search process we used Swedish search words like: fastighet, värdering and värder-
are. At the same time we also used the corresponding English search words like: real estate, 
property, valuation, appraisal and appraiser. At this point we knew enough to state prelimi-
nary questions. 

We decided to carry out a literature study in order to find out what researches that had 
been carried out earlier in the matter of Real Estate appraising. This was also a helpful way 
for us to get an overview of the subject and to find a problem area for our thesis. We 
started to investigate what literature was offered on the subject in the university library of 
Jönköping. The primary sources we found were a few theses that were dealing with the 
subject as well as books. As the amount of literature we found at the university library of 
Jönköping was rather small and a larger degree of it did not have the perspective we were 
looking for, we decided to use databases in hope for finding more literature. We started 
with looking at a database called Emerald which includes a broad supply of journal articles. 
As we started by looking for general articles about real estate we quickly got access to a 
large amount of articles. In order to narrow down the level of hits and at the same time 
find articles that were closer to our problem area we searched for terms such as real estate 
appraisal, real property valuation, real estate valuation, real estate assessment and real estate 
appraisal methods. By doing this we found more articles that were more closely related to 
our problem area.  

However we also wanted to find more theses and books that were dealing with the phe-
nomenon of real estate appraising. This problem was approached by using a database called 
LIBRIS, which is a library database in Sweden. In LIBRIS one can get access to different 
types of literature such as books, theses and dissertations. As we were using the terms 
above we got a lot of hits, where to a large degree situated at the library of The Royal Insti-
tute of Technology, we decided that we wanted to go there in order to get a better view of 
what literature that was of interest for our thesis. After having spent two intensive days at 
the library of the Royal Institute of Technology, we got a good view of the literature their 
library had to offer. 

3.1.4 Four different types of theory 
As we see it, there exist four different types of theory categories. These four categories are 
covered in various parts in this thesis as described below. 

1. The first theory category deals with research methodology & scientific theory. Re-
search methodology is described and applied in detail throughout the methodology chapter 
(see chapter 3). Research methodology more or less supports all parts of this entire Master 
of Science thesis, since it constitutes the foundation of all research. Scientific theory ap-
proach (see chapter 2) is discussed in general and, where appropriate, exemplified to show 
the connection to our study. 

2. The second theory category, real estate valuation theory, consists of standardized and 
generally accepted real estate valuation approaches and methods (see chapter 4), which is 
the core of the appraisal framework chapter and the whole Master of Science thesis. 

3. The third theory category, recent up-to-date journals and research papers, is sup-
posed to give an answer on what is new in the research area and to provide an updated ap-
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proach of the “old” real estate valuation theories. By providing a new redesigned approach 
and new perspectives and insights, the up-to-date journals and research papers broaden 
current valuation theories and hence support us keeping our analysis up to date. 

4. The fourth theory category, previous studies, deals with doctor and professor disserta-
tions together with master and bachelor of science theses. The previous studies (see chap-
ter 6) provide possible answers on the problem questions in our study. 

Table 3:1 Four types of theory categories. 

1. Methodology & 
Scientific 

theory 

2. Real estate 
valuation 

theory 

3. Up-to-date valua-
tion 

journals 

4. Previous 
studies 

Literature on: 
 

Research methodol-
ogy & Scientific the-

ory 
 

(books, guides, in-
structions). 

Real estate valua-
tion: 

 
approaches, meth-
ods & techniques. 

Recent up-to-date 
research journals 

and research papers
 

(within real estate 
valuation). 

Dissertations and 
master or bachelor 

theses 
 

(providing answers 
on our questions). 

 

3.1.5 Primary and secondary data 
In the area of literature study it is important to make a distinction between primary and 
secondary sources of information. Secondary sources can be used in order to find pri-
mary sources. Primary sources are full text articles, books and reports. Secondary sources 
are abstracts, bibliographies and catalogues (Baker in Bell, 2000, p 61). Andersen (1998, p. 
150) defines primary data as facts collected by the researcher, while secondary data are 
facts collected by other individuals, researchers or institutions.  

We started to investigate what literature was offered on the subject in the university library 
of Jönköping. The primary sources we found were a few theses that were dealing with the 
subject as well as books. As the amount of literature we found at the university library of 
Jönköping was rather small and a larger degree of it did not have the perspective we were 
looking for, we decided to use databases in hope for finding more literature. We started 
with looking at a database called Emerald which includes a broad supply of journal articles. 
As we started by looking for general articles about real estate we quickly got access to a 
large amount of articles. In order to narrow down the level of hits and at the same time 
find articles that were closer to our problem area we searched for terms such as real estate 
appraisal, real property valuation, real estate valuation, real estate assessment and real estate 
appraisal methods. By doing this we found more articles that were more closely related to 
our problem area. 

An example of secondary data that is used in this thesis is the previous studies. 

However we also wanted to find more theses and books that were dealing with the phe-
nomenon of real estate appraising. This problem was approached by using a database called 
LIBRIS, which is a library database in Sweden. In LIBRIS one can get access to different 
types of literature such as books, theses and dissertations. As we were using the terms 
above we got a lot of hits, where a large degree were situated at the library of The Royal In-
stitute of Technology, we decided that we wanted to go there in order to get a better view 

 23



 Method 
 

of what literature that was of interest for our thesis. After having spent two intensive days 
at the library of the Royal Institute of Technology, we got a good view of the literature 
their library had to offer, and the literature that were of highest interest was borrowed. 

3.1.6 Stories as data 
Nerman (1982 in Hult, 2003) claims that during an interview the respondent’s story is told 
based on a specific starting point, perspective and connection depending on the issue and 
the interview’s purpose. In this way a meaning with the story is created, with the respon-
dent located in the centre of the story. 

The story includes what the respondent chose to tell and that is far from an objective de-
scription of the real circumstances. Two different stories are told, the respondent’s story 
and the author’s story, which both seek to use real life as a platform for the individual 
analysis. Accordingly, the respondents’ stories in general are questioned and criticized as 
primary data, according to Waldenström (1995, in Hult, 2003).  

In order to reach closer real life circumstances, in a research perspective, primary data can 
be presented through a methodological approach called ’narrative analysis’, according to 
Riessman (1993, in Hult, 2003). All along the process from the respondent’s original ex-
perience until the author’s printed text read by the final reader, there are several selection 
processes of which data to present. 

A researcher cannot reach closer real life than the respondent’s story. According to Riess-
man (1993, in Hult, 2003) there are six different levels of representation within science re-
vealing what distance the researcher have towards the studied real life: primary experience 
of circumstances, to participate, to tell the story, to print the story, to analyze the story, to 
read about the story. 

Since there seems to be no master narrative story matching real life, in our study we de-
cided to both listen, take notes about the respondents facial expressions and finally record 
the respondent’s stories during our interviews. Thus, we bring our own version of the story 
with us from each interview. Thus, we also have the opportunity to afterwards listen to the 
respondent’s answers once again if needed. However, we chose to print out all interviews 
exactly as recorded before starting the analyzing process. This was done in order to reach a 
closer connection to real life circumstances with a higher objectivity as a result. The empiri-
cal data presented in this thesis is therefore as close as we could reach to the respondent’s 
real life experiences. 

3.2 The Interviews 
Key words within the main problem areas from the interview guide were sent out two or 
three days in advance to all the respondents that were to be interviewed. This was done in 
order for the respondents to prepare themselves before the interview. Then the answers 
can be loaded with more valid information since there has been time to consider different 
aspects of the problem areas. In one case the respondent requested all the interview ques-
tions instead of just key words, but in order for all interviews to be made on equal circum-
stances this request was not accepted. 4 of the 8 interviews took place in the office were 
the respondent worked. This provides a relaxed atmosphere for the respondent and is pre-
ferred. 1 of the 8 interviews took place at Jönköping University. Finally, 3 of the 8 inter-
views took place via telephone. Choosing other places for the interviews was not possible. 
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The interviews lasted on average 45 - 60 minutes per interview. The interview that was 
most time consuming lasted for nearly 2 hours. The shortest interview lasted for approxi-
mately 30 minutes. 

3.2.1 Sample 
Trost (1997) mention some important steps a researcher should consider when stating the 
sample included in a study. According to him statistically representative samples are only of 
interest when dealing with quantitative research. The aim with qualitative studies should 
rather be to include as large as possible variety of individuals in the sample, than individuals 
with similar characteristics (Trost, 1997, pp 105). The question about the size of the sample 
takes the starting point from what you want to get information about. One should consider 
how many participants should be included in the interview in order to find out what you 
seek to find out (Kvale, 1997, p. 97).  

Instead of talking about a representative sample, in case of quantitatively aimed research, 
Trost talks about strategic samples. Making a strategic sample you start by defining some 
characteristics of importance. These characteristics are based upon what is gained from the 
theory. The next step is by choosing a small sample where the characteristics or variables 
are easily recognized. It is important to separate men and women when choosing the sam-
ple, since the difference between men and women might have theoretical significance for 
the result. Another variable that might be important to consider is the age. The researcher 
should then gather different possible interview objects with respect to this classification 
and seek to compile a list of interview objects from different groups, based on the charac-
teristics stated before (Trost 1997, pp 105).  

Further Trost (1997, pp. 105) brings up the aspect of time and cost, which is largely affect-
ing the size of the sample included in a qualitative research. Considering the qualitative 
studies it is rather the quality of the interviews that should be of primary interest rather 
than the quantity (Kvale, 1997,  pp. 97).  

The sample included in the research of this thesis is authorized real estate appraisers in the 
area around Jönköping and Göteborg. 

3.2.2 Setting the sample restrictions 
The total population is consisting of all organizations in Sweden that need to have some 
kind of knowledge about the process of real estate appraisal for usage in their own busi-
ness. These organizations are most likely members of Samfundet för Fastighetsvädering 
(SFF), which is an organization for practising real estate appraisers in Sweden consisting of 
534 companies and 699 appraisers. The total population include real estate dealers, real es-
tate brokers, appraisers within institutions such as banks, certified real estate appraisers, 
members of designated organizations and appraisers within real estate companies. Due to 
reasons such as there are an uncertain and uncountable amount of respondents available in 
Sweden, we have to make restrictions. 

Therefore, the first sample restriction for our study is: 

•  The respondent has to be active today in a company or organization in Sweden 
with insight in Swedish real estate appraisal methods and techniques. 
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The more experience the real estate appraiser possess the better and more reliable informa-
tion will be collected from the respondent. 
 
Therefore, the second sample restriction for our study is: 

•  The potential respondent must have some kind of experience from real estate 
valuation, preferably a couple of years, but with a minimum of 3 years. 

 
Further, if the respondent have some kind of experience, and is active in an organization 
dealing with assessment of value of real estates, then the information that the respondent 
leave out about real estates has to be reliable. In Sweden there is an organization where 
persons practising real estate valuation can be members. The organization in Sweden that 
guarantees appraiser’s knowledge is called Samfundet för Fastighetsvärdering (SFF). One 
of the criterions for becoming a member of SFF is 3 years experience of practising real es-
tate valuation. The members can be provided with a title labelling the knowledge that the 
practising appraiser possess. 
 
Therefore, the third sample restriction for our study is: 

•  The active respondent with knowledge within real estate appraisal should preferably 
be authorized or designated by an organization (such as SFF), which can guarantee 
that the respondents knowledge and skills are reliable. 

Due to limited economic resources, it is too costly and not realistic that we should inter-
view respondents all over Sweden. But if we did, we then would achieve the best and most 
reliable sample of opinions among active real estate appraisers in Sweden. We could of 
course make interviews via the telephone with long distance respondents. But, we have de-
cided not to do so, due to the reason of missing vital information such as body language in-
formation during the interview. 
 
Therefore, the fourth sample restriction for our study is: 

•  The active respondents with knowledge about real estate appraisal have to be lo-
cated within a reasonable distance in other cities not too far from the city of 
Jönköping (note that both authors of this thesis are living in Jönköping). 

 
Transcribing all the interviews will probably be a take a lot of time. Each interview is 
planned to last for about 30 minutes. With this information available in before hand we 
have to limit the amount of respondents that we can include in our study simply by the 
practical reason. 
 

Therefore, the fifth sample restriction for our study is: 

•  The number of active respondents with knowledge within real estate appraisal that 
we intend to interview must not exceed eight (8) respondents and not be less than 
four (4) respondents. 

 
Interviewing to few respondents will lower the trustworthiness of our study. However, ac-
cording the recommendation by Trost (1997) it is enough to interview a minimum of 4 or 5 
respondents. Accordingly we will with at least 4 or 5 respondents achieve a reasonably 
trustworthy study as Trost (1997) puts it. 
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The final important issue is that the active respondents with knowledge within real estate 
appraisal are specialized within the type of real estate that are of interest for this study. 
 
Therefore, the sixth sample restriction for our study is: 

•  The active respondents with knowledge about real estate appraisal must also have 
special insight of valuation of commercial real estates. 

 
We started out with a total population of 699 possible respondents derived from the origi-
nal list of members of SFF. Via the above criteria we now have arrived at 125 remaining 
possible respondents that are entitled designated appraiser. 

 
Figure 3:1. Selection criteria for the final respondent sample. 

3.2.3 The final sample 
We started contacting appraisers within the companies that had a dominating representa-
tion in the list from SFF. In Jönköping we came across only two members of SFF. One of 
them approved to be included in our study. In Gothenburg the list of appraisers were more 
extensive. We managed to contact four persons in Gothenburg that were willing to partici-
pate in our study as respondents. 

Hence, this leaves us with 8 respondents. Our final decision was to perform four interviews 
in Gothenburg with authorized appraisers, one interview in Jönköping with one authorized 
appraiser, one interview via telephone with an authorized appraiser located in Kristianstad, 
and one interview via telephone with an internal appraiser located in Stockholm, and finally 
perform one interview via telephone with a University Professor at KTH in Stockholm. 
The respondents are presented in the following table. 

Table 3:2. Final respondent sample. 

No: 
Organization, and location, in 
which the respondent is active: 

Respondent’s company 
position or title: 

Respondent’s 
experience: 

 27



 Method 
 

1 KTH Professo  Resea, Stockholm r at KTH University rch since 1970 

2 Bryggan Fastighetsekonomi, Göteborg  Authorized Appraiser (SFF) Experience since 1989

3 CVN Consult & Värdering, Kristianstad Authorized Appraiser (SFF) Experience since 1985 

4 Forum Fastighetsekonomi, Göteborg Authorized Appraiser (SFF) Experience since 1987 

5 Newsec Analys, Göteborg Authorized Appraiser (SFF) Experience since 1987 
Experience since 2003 

6 Svefa, Göteborg Authorized Appraiser (SFF) Experience since 1990 
Experience since 2001 

7 VärderingsInstitutet, Jönköping Authorized Appraiser (SFF) Experience since 1981 

8 Vasakronan, Stockholm Internal Appraiser Experience since 1988 

 

3.2.4 Design of interview guide 
eas we intend to solve. Next to these problem 

ly built around five problem questions, which is located in the 

In table 3.3 below we present the problem ar
areas w ve shown from what source wee ha  have gathered the basic knowledge for each 
specific problem question. 

The interview guide is main
end of this report (see appendix 2 and 3). During the interviews we covered all five prob-
lem questions and received suitable answers. The five problem areas are represented by the 
five problem questions as shown in table 3.3. 

Table 3:3: Interview questions 

No: Question: Source: 

1 What appraisal methods do real estate appraisers in Sweden practice?

LMV (2004) 
Jaffe & Sirmans (1995) 

Lu ) ndström (1980
Ahlström (1989) 

2 
What factors affect the real estate value and which factor is most im-

portant? Hedskog (1982), (1991) 
Jaffe 95) 

LMV (2004) 

& Sirmans (19

3 
What valuation problems ma en switching to a new usage 
situation of an old real estate, and how is the new real estate value Hedskog (1982), (1991) 

y occur wh

then decided? 

4 
What are the differences an etween Swedish and inter-

national real estate appraisal methods? 
Karlsson & Forsberg (1994) 

Mc
d similarities b

Jaffe & Sirmans (1995) 

Parland, Adair & McGreal 
(2002) 

5 
If any, what are the new trends within real estate appraisal and the 

real estate market? Jaffe & Sirmans (1995) 

 

he problem questions are based on one or several sources, as shown above in table 3.3. In 
some of the cases the question is taken directly from a previous study or from a disserta-
tion. Our aim was to formulate an interview guide that will start out with open questions. 

T
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Trost (1997, p. 47) claims if the alternatives for answering a question are open, then the 
question is unstructured and the respondent can decide the structure of the answer. 

We did not want to point out any direction for the discussion. So, before sending out the 
problem areas to the respondents we made a test on one of our class mates to sort out un-
clear aspects. Our class mate came up with some helpful ideas. In our opinion, the inter-

•  Warming questions. According to Esaiasson et al (2003) these are questions that 

e respondent’s position 
and function in the organization. As s

•  

ondent’s view within a specific area. Example of questions that are recom-
mended: Can you tell us about? an

•  

pical questions that can be asked in the interview: 
Can you tell more about?, How do you mean then? and Can you give an e

•  

•  heck whether the inter-
viewer have understood the answers correctly given by the respondents. Examples 

the 
opportunity to fill in optional information that

Esaiass
then th
pressure or negative atmosphere is not what you wish during an interview. Instead the au-

view guide thus became more trustworthy. 

According to Esaiasson, Gilliam, Oscarsson & Wängnerud (2003) the interview guide 
should preferably be divided into five different types of questions: 

will get the interview started to provide a positive atmosphere. For example, asking 
the respondent about general company information and th

hown in our interview guide (appendix 2 and 
3) we simply asked the respondents about their experience within real estate ap-
praisal. 

Thematically questions. Esaiasson et al (2003) claim that the respondent should 
preferably talk freely around open questions. The questions are supposed to give 
the resp

d How does it work when? In our interview 
guide (see appendix 2 and 3) we tried to prepare ourselves in advance with some 
possible thematically questions. 

Follow-up questions. According to Esaiasson et al (2003) this type of question is 
sub questions that are related to the thematically questions. More details will then 
be given to the studied area. Ty

xample? 
In the interview guide (see appendix 2 and 3) we included some follow-up ques-
tions where we predicted we could receive vague answers. 

Direct questions. These questions provide answers to the interview questions. 

Control questions. This type of questions are asked to c

of questions are: Have we got this right? Finally the respondent should be given 
 is of interest to the interview. A rec-

ommended control question is: Do you have anything more to add? (Esaiasson et 
al, 2003) Hence, in our interview guide (see appendix 2 and 3) we used exactly this 
questions. 

on et al (2003) recommend avoiding why-questions during the interview, because 
e respondent may get a feeling of being tested through a type of exam. That related 

thors suggest questions like: What happened then?, Can you explain how it happened? and 
What did you think then? Trost (1997) also recommends avoiding why-questions in an in-
terview. 
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3.2.5 Data collection and data processing 
In our study we performed formal interviews with a Professor within the subject and with 
seven practising real estate appraisal firms in Sweden. A formal interview is according to 
Holloway (1997, p. 94) an interview where you use a tape recorder and where the interview 
is set in advance. This approach is exactly what we used in our study. We booked meetings 
with all the respondents in advance and recorded all the interviews on a tape recorder. 
None of the respondents objected towards the recording procedure. During the interviews 
we also took notes when interesting subjects were discussed to help remind us about im-
portant aspects brought up by the respondent. 

All the interviews with the respondents were transcribed from the tape recorder into a text 
document on the computer. The interviews were transferred from the tape recorder to the 
word processor in exact words in order to avoid losing important information. The tran-
scribing procedure ended up in more than 50 printed A-4 pages. Since the interviews were 
performed in the Swedish language, the interview material had to be translated into Eng-
lish. Not all the transcribed material were important enough for our problem questions. 
Thus, we had to sort out only the vital parts that concerned our problem questions and was 
related to the appraisal framework. This process is described below. 

3.2.6 The analyzing process 
When we were done with transcribing the interviews we had to start examine the collected 
empirical material. We used marking pens with different colours with the purpose to sepa-
rate our problem areas from each other. Thus, we then in a clear way were able to structure 
the empirical material for the analysing process. This is consistent with Trost (1997) that 
mentions this way of working for organizing the interview material before the analysis. The 
interviews did not strictly follow the order of the interview questions in the interview guide. 
Instead, we followed the respondents line of reasoning. Therefore answers concerning a 
specific topic were sometimes found under different sections. But, since we marked the 
specific problem areas with different colours we then were able to sort out only the rele-
vant parts for our study. 

When all relevant information was gathered we translated the text into English. The inter-
view material from the interview with the professor is presented as empirical findings from 
the pre-study. Together with the appraisal framework, the recorded material from the in-
terview with the professor function as a foundation for analysis. We present the most im-
portant answers as possible answers on our problem questions. We then used the possible 
answers from the appraisal framework, the pre-study and the previous studies when we 
analysed the empirical findings from the real estate appraiser interviews. 

3.2.7 Mattsson’s simple thought model 
We have chosen to base our analysis on a simple thought model (see figure 3.2) that con-
sists of five different levels that was originally generated by the Swedish researcher Jan 
Mattsson (NUTEK, 1992, p.11). In the study Mattsson interviewed auditors concerning 
their risk awareness related to newly started companies. This simple thought model has 
core words at each level representing the areas Mattsson wanted the auditors to talk freely 
about. 

Level one represents the newly started company and its practical activities (the object). 
Level two represents the risk concept. Through the company and its practical activities 
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risks appear. These risks are included and become a signal at level three within different 
economic measurements. Based on the situation the signal can give rise to different actions 
at level four. These actions can finally lead to various outcomes (effect) at level five. 

Before performing the interviews Mattsson made sure the auditors got the core words in 
before hand in order to write down some notes before the interview. 

 

Figure 3:2. A simple thought model by Mattsson (NUTEK, 1992, p.11). 
 

We found it suitable to use this thought model by Mattsson in our report in order to illus-
trate the relationship between the sub areas we investigated. 

Why did we decide to use this model and why is it relevant in our study? The thought 
model by Mattsson is easy to understand and in five different steps the model explains how 
choices at level one and two turn into consequences at higher levels further up in the 
model. Mattsson’s study has many similarities with our study. Mattsson aimed at perform-
ing non-structured interviews with open questions where the respondent could talk freely. 
This was also our intention. Our five different sub areas were labelled and sent out to or 
respondents in before hand, just as Matsson did. The model has many direct similarities 
with real estate valuation and how our study is built up. Thus, we decided to use the 
thought model when presenting our empirical data. 

However, first we had to modify the model to fit the subject related to our study. As you 
can see in figure 3.3 we have renamed the levels in the thought model. 

Level one in our modified thought model is represented by the real estate itself (the object) 
and the practical valuation that starts out at the bottom of the model. At level two the ap-
praiser points out factors related to the real estate that affects the value. These factors are 
caught up by the appraisal measurements and become a signal at level three. At level four 
adjustments (actions) are made based on the situation. Finally, at level five these adjust-
ments (actions) will lead to different real estate values (effect). 
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Figure 3:3. Mattsson’s simple thought model modified to fit our study. 
 

This is in short how we intend to present the empirical results we collect. However, we did 
not manage to fit in the two last sub areas we also investigate, namely ‘International Ap-
praisal Methods’ and ‘New Trends’. On the other hand, they do not have any direct con-
nection to the real estate appraisal methods that the appraisers practise in Sweden. Instead, 
in our study they serve as important concepts providing meaning to the whole context. 
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4 Appraisal Framework 
The purpose with this chapter is to present the generally accepted ideas within real estate appraisal to pro-
vide a deeper understanding of our problem questions that will function as a foundation for the following 
parts within our study. 

The chapter starts with presenting Swedish real estate appraisal methods (see 4.1). Un-
der the section Swedish appraisal methods we cover the four major methods, namely the 
“ortspris” method (see 4.1.3), the “avkastnings” method (see 4.1.4), the production cost 
method (see 4.1.5), and the market simulation method (see 4.1.6). 

The chapter then proceed with a coverage of Factors that affect the real estate value 
(see 4.2). In this section we will present examples of key factors that influence the net in-
come of a real estate. 

The chapter continues with discussing New usage causing valuation problems (see 4.3). 
This section deals with insufficient information about future benefits and uncertain value. 

The chapter then as a comparison basis provides a total coverage of International real es-
tate appraisal methods (see 4.4). This section covers four broad categories, namely the 
rules-of-thumb techniques (see 4.4.1), ratio analysis (see 4.4.2) the traditional valuation 
techniques (see 4.4.3) and discounted cash-flow techniques (see 4.4.4). Within the tradi-
tional valuation techniques there are techniques called the market comparison approach, 
the cost approach and the income approach. 

This chapter ends up with a discussion concerning New trends within real estate ap-
praisal (see 4.5).  

This chapter additionally provide a definition of different types of sub markets in the real 
estate market (see 4.1.1). We also present an extensive discussion about the concept value 
(see 4.3.1). 

4.1 Swedish real estate appraisal methods 

4.1.1 Real Estate submarkets 
Different types of real estates can form submarkets within the real estate market. There are 
various sources for this categorization depending on the purpose. 

The real estate market can be divided into submarkets such as residential, industrial, com-
mercial and vacant land markets. The market can also be divided by size, by location or by 
type of structure. All of these constitute the market environment and should not be over-
looked (Jaffe & Sirmans, 1995, p.10). 

One common categorization in Sweden is to label the real estates with type codes based on 
the Swedish Tax Law (Fastighetstaxeringslagen, FTL). The purpose is to divide the real es-
tates in different groups to achieve separate taxation levels for each taxation category. This 
categorization of real estates, according to FTL 2nd chapter 2§, shall be divided into the 
following real estate types given below: 

Small houses 
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Real Estate that is brought up as house for one or two families. In this category small com-
plements such as garage, storage and other smaller buildings are include. 

Rental house 

Real Estate that is brought up as house for at least three families, or for the purpose office, 
boutique, hotel, restaurant or similar. Storage building related to the rental house that is ne-
eded for the business is also a rental house. 

Bejrum & Lundström (1996, p.16) state that the Swedish real estate tax law (Fastighetstax-
eringslagen, FTL) define a “hyreshus” as a building meant for residential purpose for 
minimum three families or to function as office, boutique, restaurant, hotel, or ware house. 
LMV (2004, p.93) also support this definition. 

Industrial real estate 

Real Estate that is brought up as building for industrial business and that is not a craft work 
real estate. The Swedish real estate tax law (FTL) defines an industrial real estate as a real 
estate with purpose to house an industrial business (LMV, 2004, p.93). 

Specialized real estate 

 Real Estate that is brought up as building with the purpose for: National Defence, Com-
munication, Distribution, Heating Central, Water Souer Facility, Hospital, Sport facility, 
School, Culture Building (used for cultural purpose such as theatre, cinema and museum 
and similar), Ecclesiastic (Church or other real estate that is used for religious purpose), 
Public real estate (Building that belongs to the Government, the State or other equivalent). 

Another similar categorization is presented by LMV (2004, p.93), where the real estates can 
be categorized as follows: 

Commercial real estates 

This category of real estates is defined as a production factor within a company that has the 
goal of producing service to other companies when letting out the real estate for a housing 
or business purpose (LMV, 2004, p. 93). 

According to Appraisal Institute (2001, p. 254), commercial real estates are used as “offices, 
stores, hotels, banks, restaurants and service outlets”. There can often be more than one user in a 
commercial real estate, for example offices on top floors and retail on the ground level. 

4.1.2 Swedish Real Estate Methods 
In this section we will present the Swedish version of real estate valuation methods. De-
pending on the situation there are different valuation methods that can be used (LMV, 
2004, p.1-6). Broadly there are four valuation methods applicable for the appraisal situa-
tion. 

The “Ortspris” Method is focusing on previous sales of properties that have taken place in 
the same city and that are comparable with the real estate that is undergoing valuation. An-
other method is the “Avkastnings” Method, where future expected total income is recalcu-
lated as it happens today. The third method is the Production Cost Method. This method 
considers the costs for building up a property with same characteristics where the de-
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creased value related to age and the value of the land should be included (LMV, 2004, pp.1-
6, and in Ahlström, 1989, p 11). Finally there is a appraisal method that is called Market 
Simulation Method, which is considered when the appraiser lack vital information and have 
to simulate a market to achieve the value Ahlström (1989, p 32). 

4.1.3 The “Ortspris” method 
When evaluating methods and recommendations from literature within real estate valuation 
it can be a good thing to see beyond the recommendations and look for the background or 
experience of the authors. For example, Persson (1991) has many years of experience as a 
real estate intermediary (realtor) and thus posts the following recommendation in his book: 

“Under all circumstances should the price setting process itself of real estates and accordingly the valuation 
methods first of all be directed by the ancient law of supply and demand” (Persson,1991, p.7). 

The market value method can be explained as finding the correct price for a sale of a real 
estate in the open market based on the conditions valid at the moment (Persson, 1991, p.8). 

LMV (2004, p.8) defines the “ortspris” method as a method where a judgement of the 
value of a real estate is based on comparing past prices for similar real estates within a cer-
tain area. “Ortspris” method is performed by collecting data from previous sales of proper-
ties with identical characteristics in the same city. However as it is seldom the case that two 
properties have the exact same characteristics, there is need for a standardization to be 
made. This is carried out by a recalculation of the different prices to a “common price af-
fecting factor”. Standardization is in most cases carried out with four different measures 
(Ahlström, 1989, p 26; LMV, 2004, pp 115-; and Lundström, Larsson & Pers, 1988, p 67); 

Method: Standardization:  

Köpeskillingskoefficient method Purchase sum coefficient Purchase price/Taxation value 

Area method SEK/m2 bruksarea Purchase price/area of usable space 

Bruttokapitalisering method Gross capitalization factor Purchase price/gross rent 

Nettokapitalisering method Percent in net capitalization  Net operating income/Purchase price 

 

“Köpeskillingskoefficienten” 

One example of standardization is the use of “köpeskillingskoefficienten” (the purchase 
sum coefficient). By this method the appraiser is standardizing the purchase sum to the rat-
eable tax value by dividing the former with the latter. The number given is denominated 
P/R also called the purchase sum coefficient. The unity is stated in price per rateable cur-
rency unit, for example price per rateable SEK. 

However Bejrum and Lundström (1996, p.77) stress a weakness with the purchase sum 
method which is the fact that the rateable value is often changing quite a lot from period to 
period, making it necessary for the user to be updated about changes. 

Area method 

Another type of standardization which is easy to apply is the paid price per square meter, 
e.g. SEK/m2. Using the same real estates as before but including “bruksarean” (the usable 
area) a comparison will look like; 
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Gross capitalization method 

The gross capitalization factor is derived through a dividing the purchase price with the 
yearly rent. This provides a measure defined by purchase sum per rental currency unit 
(Purchase sum in SEK/ rental unit in SEK). An example of this measure will be; 

Net capitalization method 

According to Lundström, Larsson & Pers (1988) the net capitalization method (direk-
tavkastning på totalt capital) is defined as net operating income (NOI) expressed as percent 
of current market value or price for the real estate. An example of this measure is (Lant-
mäteriverket & Mäklaresamfundet, 2004, p 117); 

4.1.4 The “avkastnings” method 
LMV (2004, p.44, and Ahlström, 1989, p.20) defines the present value (avkastnings) 
method as a valuation method where future benefits that arise from a real estate is dis-
counted back to a present value. “Avkastnings” valuation of rental real estates is equals per-
forming investment calculations with the present value method (Ahlström, p.19). 

Using the Present Value method future benefits the ownership of a real estate is providing 
its owner is taken into account (Persson, 1991, p 20). These future benefits are appreciated 
in monetary terms and discounted back to the present point in time. There are two slightly 
different options of calculating the Present Value; (1) the Cash Flow method, and (2) the In-
come/Cost method. 

Cash Flow Method  
The cash flow method implies using future yearly cash flows that are forecasted and dis-
counted back to the point in time of the valuation. In addition, a residual value is added. 
The residual value is what is left at the end of the calculation period divided by a discount 
factor (LMV, 2004, p 120). 

The Income / Cost Method  
The income / cost method is taking rental incomes and costs into account that can be of 
various kinds, such as (Persson, 1991, p.39; LMV, 2004, p.121; and Ahlström, 1989, p.20 ): 

•  Operating and maintenance  
•  Capital 
•  Risk regarding rental income 
•  Depreciation 
•  Taxes and other charges 

 
Under the income/cost method there are two methods that can be used. The first is called 
“Räntabilitets” model (return on capital) and the second is the discounted cash flow 
method (LMV, 2004, p 121). 

The discounted cash flow method is similar to the cash flow method in that they both run 
during a limited period and both have a “residual value” in the end of the period. However, 
the difference is that the cash flow method is considering cash in- and outflows in the end 
of every period run throughout the whole period of calculation. The discounted cash flow, 
on the contrary, is considering a constant amount, net operating income, every period 
which is divided by the discount rate (kalkylränta). In the “räntabilitets” method the dis-
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counted value is based on an eternal basis. The “räntabilitets” value is given by dividing the 
difference between net operating income and depreciation with the discount rate (LMV, 
2004, p 121). 

4.1.5 Production cost method 
LMV (2004, p. 8; and Ahlström, 1989, p.48) defines the production cost method as a 
method for valuation of a real estate or a facility based on the current reconstruction cost 
minus depreciation related to age and usage of the real estate. 

The production cost method is said to be a “direct” method of valuation, compared to the 
“ortspris” method and the present value method that is said to be “indirect” valuation 
methods, when setting the market value (LMV, 2004, p.43). 

A “technical value” for a real estate is described as the present reconstruction cost reduced 
with a calculation based value depreciation with consideration for age and that changing on 
the real estate since it was brought up (Ahlström, 1989, p.18-20).  

In Sweden the technical life span in calculations of a real estate is normally 60 years, but in 
some cases 100 years are used a base (Persson, 1991, p.7). 

The production cost is not seen as a value by itself. However, since the production cost af-
fects the development of the price of the real estate, the cost is logically of main interest 
when assessing the property value. The production cost also has a major impact on the cost 
of capital when owning a real estate. In order to apply the production cost method the ap-
praiser has to go through three steps (LMV, 2004, p 45): 

1. Calculate the reproduction cost for constructing a new real estate of the same charac-
teristics. The reproduction cost can be calculated as the cost for building a new real es-
tate.  

2. Reduction is made on the calculated reproduction cost. The reduction is mirroring the 
decreased value of the property caused by age and use. There are three methods to 
choose between concerning the depreciation; linear, progressive or decreasing.  

3. The total value of the real estate is calculated by adding the value of the land and the 
present value of the property. A preferred method for calculating the land value is the 
“ortspris” method (LMV, 2004, p 45). 

 
Production cost method is seen as being the valuation method that has the weakest con-
nection to the current market value of a real estate, under normal market conditions (LMV, 
2004). 

4.1.6 Market simulation method 
According to Ahlström (1989, p 32) the market simulation method is utilized when the 
standardization factors calculated in ortsprismetoden do not reflect the market value or 
when there is a lack of information This method is therefore often used in an assessment 
of odd real estates. When using the market simulation method the appraiser is drawing 
conclusions about how the market would behave if the real estate was offered to the mar-
ket. In order to get an apprehension about how the market will react if the object is offered 
for sale, the appraiser can study other real estate markets with similar characteristics where 
the same type of building has been offered. 

Problem question from the Theoretical Framework 
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After this description of Swedish real estate appraisal methods, we consequently decided to 
ask the respondents the following question: 

Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

 

Possible answers on our problem question 

•  The “ortspris” method; (1) köpeskillingskoefficienten, (2) area method, (3) gross 
capitalization method, and (4) net capitalization method. 

•  The “avkastnings” method; (1) cash flow method, and (2) income/cost method. 

•  The production cost method. 

•  The market simulation method. 

4.2 Factors affecting the real estate value 
In this section we will present factors that affect the real estate value. Examples of some 
typical factors are location, building condition, construction permit, time aspect, rent level, 
rent contracts, vacancies and standard level. Firstly we cover two separate groups of factors 
that LMV (2004) states affect the value. Secondly we highlight five major groups of factors 
that Jaffe & Sirmans (1995) views to be the most important factors affecting the final value. 

Lantmäteriverket & Mäklareförbundet (2004, pp. 107) claim that there are several factors 
that influence the price of a commercial real estate besides the physical building. LMV 
separate these factors into two separate groups; (1) Location & Rent, and (2) Factors re-
lated to the real estate or building. 

Location & Rent:  These two factors are closely related. The factor location is divided 
between geographical location as well as the distance to other estate related factors. Factors 
related to the geographical location can be where in a country the real estate is located, in 
what city it is situated, what part of the city or even in what neighbourhood it is located. 
The distance to other estate related factors is of high dignity. The value of a location for an 
estate in which a shop is located is highly affected by the agglomeration of other establish-
ments that attracts people. This implies that the most valued situation for a boutique is 
where the most people pass by, i.e. where it is exposed to as many people as possible 
(LMV, 2004, pp.107-108). 

The location value for office buildings is also affected by the agglomeration of other similar 
buildings, however in this case there are other factors of influence as well. In larger cities 
there are often different separations of districts, for example financial districts and bank 
districts which affects the value of location and thereby also the level of rent (LMV, 2004, 
pp. 107-108). 

The location value of residential real estates is affected by factors that are affecting the en-
vironment around the location. However, the value of the location is not wholly reflected 
by the rent level. In Sweden there exists a system called “bruksvärdesystemet” (the system 
of utility value), which has the consequence that level of rent is not fully reflected in the lo-
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cation value. However, the value of location is more and more reflected in the rent level 
(LMV, 2004, pp. 107-108). 

Factors attached to the real estate or building:  
These are other factors besides the location and level of rent. To this group belong factors 
like area of grounds, building permission and type of settlement. These are price affecting 
factors (LMV, 2004, pp. 108-109). 

There is a difference in the land value depending on the type of building constructed on it. 
This value difference is only present if there is a building situated on it, and this value is 
considering the expected cash flows. The price is thereby affected by the use providing the 
highest expected cash flow (LMV, 2004, pp. 108-109). 

When examining the value of a settled real estate one is looking at the available rentable 
area, or the sellable area. For condominiums the area available for sale is of interest while 
the rentable area is of interest for tenancy rights. Other factors affecting the value of the 
building is the initial construction year or specific year of reconstruction that is affecting its 
lasting life span. Finally, there are factors that are also influencing the value of the real es-
tate but are rather hard to assess. Such factors are the condition of the real estate and the 
overall space design (planlösning) of the building (LMV, 2004, pp. 108-109). 

Jaffe & Sirmans (1995, p.9) state that during a market analysis key factors that influence the 
net income are identified. Examples of such key factors are rent, vacancies, operating ex-
penses, and expected future selling price. 

To satisfy potential users of a real estate supply must meet demand. Factors that can be 
seen as part of supply are factors such as physical and structural characteristics of a real es-
tate, the condition of improvements, transportation access, and personal security. These 
factors or attributes must carefully be analyzed since they are part of the “service” that the 
real estate supplies to meet potential demand (Jaffe & Sirmans, 1995, p.10). 

As Jaffe & Sirmans (1995, p. 316) see it, there are five major value affecting categories of 
adjustments that an appraiser must take in consideration: 

Time:  There is an importance that the appraiser is taking the time aspect into account 
when comparing the real estate with other properties that have been sold in the market re-
cently. Further, a consultant needs to question whether there have been any changes occur-
ring after the comparable object was sold. Factors of major importance here can be con-
struction of other properties similar to the object or fluctuations in the inflation rate. All 
the factors affecting value changes need to be taken into account in order to conduct a fair 
value appreciation (Jaffe & Sirmans, 1995, p.316). 

Location:  If the comparable object is in another part of the city there might be features 
needed to consider in the comparison. There must be a judgement of the pros and cons of 
each neighbourhood and an evaluation of how these affect the attractiveness of each 
neighbourhood. If the objects are in the same neighbourhood there is obviously no need 
for these kinds of adjustment (Jaffe & Sirmans, 1995, p.316; and Ahlström, 1989, p.24). 

Financing:  Different types of financing can affect the sales price differently and differ-
ent impact on the investors. A financing deal below the market interest rate leads to a lower 
adjustment on the sales price (Jaffe & Sirmans, 1995, p.316). 
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Conditions of sale:  Here it is important for the appraiser to be confident that it is only 
ordinary market motives influencing the buyer and the seller. Factors that can lead to an-
other sale useless for comparison can be inordinate bargaining strength, unusual pressure 
or a poorly informed buyer or seller (Jaffe & Sirmans, 1995, p.316). 

Physical characteristics:  In this category the numbers of rooms, size of the building 
or age of the building are some of the factors that can have impact on the sales price (Jaffe 
& Sirmans, 1995, p.316). 
 

Problem question from the Theoretical Framework 

During our literature review we notified that Persson (1991) already in the beginning of the 
1990s the called for an investigation to sort out what factors affect the value. 

“It is not certain that research within the area would make the valuation methods simpler, 
but a thorough investigation revealing all the factors that affect the “value” would certainly be 
called for” (Persson, 1991, p.7). 

Even though Persson made this statement in 1991, it still motivates researchers such as 
Björklund (1999) and Söderberg (1999) to study, with different perspectives, what factors 
affect the real estate value. 

Hence, after the description above about different factors that affect the real estate we con-
sequently decided to ask the respondents the following question: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

 

Possible answers on our problem question 

From the theoretical sources we found that the following factors more or less can affect 
the final value of a real estate: 

•  Location •  Vacancies •  Standard level 

•  Rent level •  Building condition •  Time aspect 

•  Rent contracts •  Construction permit •   

 

4.3 New usage situation causing valuation problems 

4.3.1 Definition of value 
Value is, according Jaffe & Sirmans (1995, p. 4), defined as the present worth of the rights 
to future benefits provided through ownership of a real estate. The definition implies the 
importance to express future benefits as an amount and then discount this to a present 
amount at an appropriate rate of return. This capitalization procedure is known as the in-
come approach to value. 
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Value can also, according to Jaffe & Sirmans (1995, p. 5), be defined as a market value, 
which represents the present value of expected benefits from a market perspective. Inves-
tors in the market analyze the risk-return and related trade-off and then arrive at expecta-
tions associated with the real estate. The expectations are finally converted into a value 
matching the market’s opinion. 

Appraisal Institute accepted a definition of market value that was stated by the Appraisal 
Institute Special Task Force (Appraisal Institute, 2001, p. 24). 

Additionally, Jaffe & Sirmans (1995, p. 5), also discuss the relevance of value in terms of an 
investment value, which is related to the maximum price that an investor is willing to pay 
for a real estate. This line of reasoning is originated from Turvey (1957, p.8-9) who dis-
cussed that the investment values is a purchaser’s ceiling price, which corresponds to the 
present value of expected net income discounted at a rate equal to alternative investments 
with similar characteristics. The purchaser’s opinion about the present value therefore re-
flects the attraction of investment in alternative properties. 

The International Valuation Standards Committee (IVCS) and The European Group of 
Valuers of Fixed Assets (TEGOVA) have defined a European standard for the expression 
market value (LMV, 2004 p.3): 

“Market value is the estimated amount for which a property should exchange on the date of 
valuation between a willing buyer and a willing seller in an arm’s-length transaction after 
proper marketing wherein the parties had each acted knowledgeably, prudently, and without 
compulsion” (IVSC, 2001, International Valuation Standards). 

The Appraisal Institute (Appraisal Institute, 2001, p. 24) also mentions a definition of value 
as usage value. The usage value is a value connected to the specific usage of a real estate. 
The estimation of usage value is focusing on the value contributed to the owner of the 
real estate. This value is not considering the amount received in a sale of the real estate, nor 
its best and highest usage. 

4.3.2 New usage situation 
The research area of re-using old properties via reconstruction has in Sweden been covered 
by the researcher Hedskog at the Royal Institute of Technology in Stockholm. Hedskog 
has presented his research work in one dissertation (1982) and in one follow-up research 
dissertation (1991). Here in this section we will cover the main ideas from the dissertations. 
However, a more detailed presentation of Hedskog’s studies will also be provided in the 
chapter previous studies, see section 6.2 and 6.3. 

“A building is born when it is recently built, it passes away when it is demolished” (Hed-
skog, 1982, p. 16) 

A reconstruction made for a new usage situation is common when the former usage no 
longer exists. The type of reconstruction made for a new usage situation of the real estate 
can be named re-utilization. A reconstruction made for a new usage situation differs from 
the situation where a reconstruction is made for the same usage situation. With the new us-
age situation there comes along a new demand from a new user. A problem emanating 
from this situation is to choose the appropriate usage or to find a user that is interested in 
the real estate in the present condition (Hedskog, 1982, p. 17-18). 
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According to the life span of the real estate, two separations can be made. One is concern-
ing the technical life span and the other is concerning the functional life span. The techni-
cal life span is attributed to the material used in the construction. The environment sur-
rounding the real estate together with the wear and tear are often forces affecting the tech-
nical life span. The functional life span is related to the activity in the real estate. A real es-
tate often has several activities throughout the technical life time. This is referred to as the 
real estate having several functional life times (Hedskog, 1982, p. 18). 

An important motive behind a new usage situation is the economical value attached to the 
real estate. Another motive is to sparely use resources (Hedskog, 1991, p. 9). A new usage 
should be chosen among what is permitted, technically and functionally feasible and eco-
nomically motivated. The new usage situation determines what changes are necessary for 
an adjustment to the new usage, which is reflected in the reconstruction costs. After a re-
construction is carried out the value is derived through the new usage (Hedskog, 1991, 
p.11). A re-usage situation requires a reconstruction for a new usage. A real estate is pro-
vided with a new value through a re-construction. An investment is requires for a recon-
struction. The investment is evaluated before it is carried out. 

Below we provide some examples of new usage situations of old real estates. The examples 
are taken from different articles published in the daily newspaper Dagens Nyheter. 

In the newspaper Dagens Nyheter (2005-04-16) an existing reconstruction object was pre-
sented. The old real estate had been reconstructed to fit the new usage of the real estate. 
The new owners now lived in an old church that had been adapted to their needs and their 
living standard. The church is an old hospital church in Sundby outside Stockholm. The 
real estate itself was a bargain but the reconstruction cost was hard to foresee with preci-
sion. Hence, this transformation is represented as: 

Old church    ----> House for own purpose 

Further, the newspaper Dagens Nyheter (2005-04-10) also presents another interesting re-
construction object. Here, the conditions are almost the same, but differ concerning the 
ownership. An old church is left unused and others see potential in the real estate and 
therefore show interest in it. The government’s real estate department possess an old 
church on Skeppsholmen in Stockholm and there are four parties interested in using it. 
One of the parties is the Nobel museum. They have been looking for a new permanent 
place to locate their expanding business in, for the last 12 years. The old church will not be 
sold, but will be renovated to fit the new usage situation. The owner, the government’s real 
estate department, has the ambition to lend the church to an organization they know for 
sure will be staying in the church for a long period. Hence, this transformation is repre-
sented as: 

Old church    ----> Real estate for lending purpose (museum) 

In the same newspaper (DN, 2005-02-03) there was another problem with a real estate fac-
ing a new usage situation. An old real estate, called Skatteskrapan, which used to house the 
office of former Tax Department now faced the opportunity to be used as rooms and 
apartments for University students. This was a good idea since there is a constant lack of 
small and cheap University rooms and apartments in Stockholm. The problem, though, 
was how much the price of the real estate should be when the governmental owned Vasak-
ronan sold the real estate to the city of Stockholm. Hence, this transformation is repre-
sented as: 
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Office    ---->    Student rooms and apartments for lending purpose 

 

Problem question from the Theoretical Framework 

After this description of new usage situation causing valuations problems, we accordingly 
decided to ask the respondents the following question: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

 

Possible answers on our problem question 

•  New demand comes along with new usage situation 

•  Problem to choose appropriate usage or to find an interested buyer for present us-
age 

•  A real estate has a technical life span and functional life span 

•  A real estate often has several functional life spans related to the usage situations 

•  The new usage situation determines what adjustments are necessary through recon-
struction. 

4.4 International real estate appraisal methods 
Here we will discuss the main international real estate valuation methods. According to 
Jaffe & Sirmans (1995, p.19) there are four broad categories of methods. These are rules-
of-thumb techniques, ratio-analysis, traditional valuation techniques (or real estate appraisal 
methods), and discounted cash flow (DCF) models. 

4.4.1 Rules of thumb techniques 
The rule of thumb techniques is unadjusted for time-value of money since no interest rate 
is taken into consideration. It is divided into two different classes, namely payback period 
methods and average rate-of-return methods (Jaffe & Sirmans, 1995, p.294). 

Payback period methods 

The payback period is simply the number of years to recover the initial investment from fu-
ture cash flows expressed as rate of return (Jaffe & Sirmans, 1995, p.295). The equation 
form is expressed in one of the following ways: 

1. Payback period = Investment cost / Income 

2. Rate of return = 1 / Payback period = Income / Investment cost. 
 

Average rate-of-return methods 

The second major category of rules of thumb techniques is the average rate-of-return and 
is calculated by dividing the average annual income by the total investment or equity costs. 
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The three most common forms of average rate-of-return methods are shown in following 
table (Jaffe & Sirmans, 1995, p.301): 

Limitations of rules of thumb 

The most serious defect with the payback period method and the average rate-of-return is 
that no consideration is taken for the discounting of future cash flow. The rules of thumb 
technique is inappropriate when cash flows change over the investment time period (Jaffe 
& Sirmans, 1995, p.307-308). 

4.4.2 Ratio analysis 
Financial feasibility of real estate investments can be measured to a limited extent by ratios. 
The ratios show relationships between different cash flow statements, and can be analyzed 
to achieve anticipated future conditions. The ratios fall into two groups, namely leverage 
and operating activity ratios and profitability ratios (Jaffe & Sirmans, 1995, p.309). 

Leverage and operating ratios 

According to Jaffe & Sirmans (1995, p.310) there are five useful ratios for measuring 
whether an investment will be able to meet financial obligations related to operating and 
debt costs. These are Mortgage debt to property value ratio, Debt coverage ratio (DCR), 
Default ratio (DR), Total asset turnover ratio (TAT) and Operating expense ratio (OER). 

Profitability ratios 

Jaffe & Sirmans (1995, p.310) claim that there are four profitability ratios. These are Profit 
margin, Return to equity on total investment, Return on equity and “System of financial 
analysis”. 

4.4.3 Traditional valuation techniques 
There are three different approaches to real estate appraisal, according to Jaffe & Sirmans 
(1995, p.315) and the Appraisal Institute (2001, p. 349-603). Broadly these are; 

1. the market comparison approach, 

2. the cost approach, and 

3. the income approach. 

All the appraisal methods have been used for a long period, all the way back to beginning 
of the previous century. They are all focusing on different aspects of the real estate object. 

4.4.3.1 Market comparison approach 
The market comparison (Appraisal Institute, p. 349) approach is also called the direct sales 
comparison, and is focusing on the sales price of other objects with similar characteristics. 
The appraiser is first looking at properties that is recently sold in the market, and must then 
adjust for aspects and differences to arrive at the final value. The most serious limitation 
with the comparison approach is the lack of information about sales data. (Jaffe & Sirmans, 
1995, p.315; Appraisal Institute, 2001, p. 417).  

Limitations of the market comparison approach 
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The major limitation with the market comparison approach is that the required number of 
comparable sales objects may not be available, i.e. the accessibility is insufficient. It is im-
portant to include market conditions in the evaluation, since changes in market conditions 
may have affected the demand for the building. Another problem is that the market ap-
proach is relying on past sales prices and market trends. Thus, it is rather difficult to make 
necessary adjustments in order to reflect the present market trends (Jaffe & Sirmans, 1995, 
p.318-319). 

4.4.3.2 Cost approach 
The cost approach refers to the cost for constructing an equal building with the same utility 
as the comparable. It is also seen as the most difficult of the three methods. If an appraiser 
comes up with a higher value when making a market valuation compared to a cost ap-
proach valuation it might be a sign that the value of the property has been pushed up be-
cause of a shortage of the type of building considered in the valuation. The logical action in 
this case would be to construct a similar property with the same utility. Another aspect that 
will influence the reproduction cost and therefore needs to be considered is the value of 
land. The cost approach is the best alternative when lacking information in the market 
comparison and the income approach. Buildings such as churches, (see article about 
churches for sale in Dagens Nyheter, 2005-03-20), and other types used for certain occa-
sions, such as sports facilities, are commonly appreciated according to the cost approach 
(Jaffe & Sirmans, 1995, p.318-319; Appraisal Institute, 2001, p. 349). 

Appraisal Institute (2001, p. 63) points out that this approach is especially useful when 
valuing new improvements. Further it stresses that the cost approach can be used in order 
to gain information needed in the income capitalization and sales comparison approach. 

Limitations of the cost approach 

An initial limitation with the cost approach is the assumption that value is derived thor-
ough costs minus depreciation. As an example the market value is not necessarily agreeing 
with the cost and might therefore be higher or lower. Any improvements made on the 
building might not agree with what market demands and this may cause the cost to be 
higher than the market value. Another difficulty in the cost approach is concerning the ap-
preciation of cost. The cost is not easy to appreciate precisely, which might lead to differ-
ent costs of an improvement dependent on which one asks (Jaffe & Sirmans, 1995, p.321).  

4.4.3.3 Income approach 
The income approach is taking the expected future cash flows into account. The value ac-
cording to the income approach is the present value of future cash flows. The present value 
is derived through dividing the expected income stream with the rate of capitalization. The 
rate of capitalization can be derived in three ways. The first way is by dividing Net Operat-
ing Income with Sales Price. A second way is by taking the demanded rate by the mort-
gager. The third rate is given by the Ellwood technique. The income approach can be used 
as far as an income stream can be estimated. Those estimations can be derived through 
market analysis. An advantage comparing the income approach with the two former ap-
proaches is that a sudden decrease in the expected future cash flow is easy to adjust in the 
model. This is harder to adjust with the former two models that to an exclusive extent use 
historical data (Jaffe & Sirmans, 1995, p.322; Appraisal Institute, 2001, p. 471). 
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Appraisal Institute (2001, p. 64) refers to this approach as the income capitalization ap-
proach and distinguish two separate capitalization methods, direct capitalization and yield 
capitalization. In the direct capitalization “the relationship between one year’s income and value is re-
flected in either a capitalization rate or multiplier”. The yield capitalization is deriving a yield rate 
composed of a several years’ stable income together with a reversed rest value at the end of 
the period. 

Limitations of the income approach 

The major limitation for the income approach is for properties that do not give rise to a 
generated income as for example for a church. A further limitation is concerning the dis-
count rate. The authors (Ibid.) are mentioning a problem that the appraiser often is com-
pelled to use rates that are not present in the market; therefore the method used by the ap-
praiser should match the method that the investor is using. A third problem is the possible 
change in the real estate value in the future. Since no appraiser knows whether the value 
will appreciate or depreciate it is rather likely that there will be differences in the opinions 
of investors, brokers and appraisers concerning the future value. It is therefore very likely 
that the capitalization rate used by an appraiser is controversy to another appraiser’s, bro-
ker’s or investor’s choice of rate (Jaffe & Sirmans, 1995, p.330). 

4.4.4 Discounted cash flow techniques 
There is a final method of performing the valuation through and it is called the discounted 
cash flow method, which is divided into two different approaches, namely the Net present 
value approach and the Internal Rate of Return. 

Net present value (NPV) approach 

According to Jaffe & Sirmans (1995, pp.334) the calculated net present value of investment 
is given by the sum of after tax cash flows divided by a discount factor including a required 
rate of return. Added to this, the after tax equity reversion value is divided with the dis-
count factor. Finally a subtraction is made where the current Market Value of the property 
is subtracted with the current Market value of Debt. 

Internal rate of return (IRR) 

According to Jaffe & Sirmans (1995, p.349) the internal rate of return on equity is given by 
setting the value of net present value formula to zero. The required rate of return is ex-
changed by the internal rate of return, which is the rate where the investment equals zero. 
The investment should be carried out if the internal rate of return is higher than the re-
quired rate of return. This leads to a positive net present value of the investment. 

Problem question from the Theoretical Framework 

After this description of international real estate appraisal methods, we consequently de-
cided to ask the respondents the following question: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

 

Possible answers on our problem question 
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International appraisal methods are constituted by four main categories: 

•  Rules of thumb techniques; unadjusted time value of money. 

•  Ratio analysis; shows relationships between different cash flow statements, can be 
used to analyze anticipated conditions in the future. 

•  Traditional valuation techniques; market comparison approach, cost approach and 
income approach. 

•  Discounted cash flow techniques; net present value approach (NPV) and internal 
rate of return (IRR). 

4.5 New trends within real estate appraisal 
Within this problem area it is obvious that finding relevant literature is a severe problem. 
The reason is naturally based on the fact that we in this problem area will discuss current 
and future trends that are not yet revealed or has not been covered in research or studies. 

We have tried to locate this vague topic from sources such as journals and research articles, 
but found it hard to get a clear picture of the area concerning new trends. Due to this we in 
this problem area lack sufficient input of research. However, the only source we have 
found that brings up this issue is the book ‘Fundamentals of Real Estate Investment’ by Jaffe & 
Sirmans (1995). In the last chapter of the book there is an interesting discussion about new 
trends. The authors make certain predictions about the future and in every new edition of 
the book they provide updated answers on the old predictions and post new predictions. 
We will present these predictions more extensively in the chapter Previous studies, see sec-
tion 6.5. However, the main predictions are summarised below after our problem question. 

Additionally, a rather new trend within real estate appraisal, that we observed when were 
reading research journals and papers, is that researchers tend to start using more advanced 
tools. For example, multiple regression analysis via the statistical program for testing inter-
relations between variables based on large information surveys is one aspect. Söderberg 
(1999) and Björklund (1999) is one of many researchers that have started to apply this sta-
tistical technique on real estate appraisal. Within the research area of real estate valuation 
one of the statistical methods is labelled the Hedonic Model Specification (Söderberg, 
1999; and Björklund, 1999). The use of regression analysis as a tool within real estate ap-
praisal is not a new method. However, with the assistance of advanced computerised 
methods the researcher can nowadays include a wider range of factors in the testing proce-
dure. 

Problem question from the Theoretical Framework 

After this short description of new trends within real estate appraisal, we consequently de-
cided to ask the respondents the following question: 

Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 

 

Possible answers on our problem question 
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•  The interest of investing in the real estate market will continue, and the real estate 
market will become an integrated part of the overall capital market. 

•  Computerized real estate investment analysis will be more common, hence this will 
require even greater knowledge about financial analysis. 

•  Increased level of expert activity in the real estate investment market due to higher 
competition and higher standard of analysis. 
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5 Pre-Study: Interview with Professor at KTH 
The purpose with this chapter is to present an academic research viewpoint on our problem questions derived 
from the interview with Professor Stellan Lundström at the Royal Institute of Technology (KTH). 

In this chapter we will present the interview we performed with Professor Stellan Lund-
ström at the Royal Institute of Technology (KTH) in Stockholm. In the end of each prob-
lem area we sum up what new insights the interview provided us with, and provide possible 
answers on our problem questions. 

During our initial literature review we visited the library at KTH for two days to search for 
relevant literature. Our intention was to establish a relation with Professor Lundström at 
the institution and hoped to perform the interview during our stay in Stockholm. Unfortu-
nately, we got hold of Lundström first after the visit and therefore we had to carry out the 
interview via telephone. The whole interview was recorded on a tape recorder. The aim 
with the interview with Stellan Lundström was to get an updated view on the academic re-
search within the real estate appraisal. 

5.1 Swedish real estate appraisal methods 
Our question: 

Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

In 99% of the valuations performed on real estates the purpose is to find a market value 
and this is estimated with market related methods. Methods included here are cash flow 
methods, direct returns or yield (direktavkastning) and the “ortspris” method. Valuations 
made for investment purposes are not considering a market valuation. In the case of an in-
vestment situation an investment method is used, as the cash flow method. The major dif-
ference between a market related and an investment related method is that the appraiser is 
considering market related parameters in the market related method. The most common 
valuation method for commercial real estates is a market valuation. Many of the Swedish 
real estate appraisers are following an appraisal guidance that can be found on the home-
page of Svenskt Fastighetsindex. As the researcher field see it there is no problem concern-
ing the valuation methods. The supply of data is the determining factor for which method 
can be used. (Lundström, personal communication, 2005-04-20). 

One important fact that affects the methods is that Sweden is probably the country with 
the highest availability for public information. This makes it possible to use regression 
methods and make regression analyses that are not possible in many other countries since 
the necessary data is not available. The regression analysis is best described as a multi vari-
able analysis, where the number of variables included is depending on the available data. 
The real estate taxation is mainly based on regression analysis (Lundström, personal com-
munication, 2005-04-20). 

What new insights did the interview provide us with? 

The Swedish real estate appraisal methods revealed by professor Stellan Lundström agree 
with what we have received from the theories except for one. The high level of market 
valuations was not anything we were aware of from the theory. The appraisal guidance that 

 49



 Pre-Study: Interview with Professor at KTH 
 

is followed by a large degree of Swedish appraisers and handed out by Svenskt Fas-
tighetsindex was also something new for the authors.  

One method though that we did not get from the theory was the regression analysis. How-
ever it does not seem like this method is used among the appraisers. The affect by the sup-
ply of data on the valuation methods was an interesting remark that was new to the au-
thors. The authors found it interesting to hear that Sweden is one of the countries with the 
highest availability of public information. Factors affecting the real estate’s value. 

Market related methods are used for determining a market value. The appraisal methods 
used are cash flow methods, direct returns or yield (direktavkastning) and the “ortspris” 
method. Investment related appraisals are not considering a market value. For commercial 
properties a market valuation is used in general. The appraisal guidance that is followed by 
a large degree of Swedish appraisers and handed out by Svenskt Fastighetsindex was also 
something new for the authors. 

An interesting insight was the use of regression analysis. However it does not seem like this 
method is used among the appraisers. The affect by the supply of data on the valuation 
methods was an interesting remark that was new to the authors. The authors found it inter-
esting to hear that Sweden is one of the countries with the highest availability of public in-
formation. Factors affecting the real estate’s value. 

•  Market related methods used for estimating a market value. 

•  Swedish appraisal methods are cash flow methods, yield methods and ortspris 
method. 

•  SFI is followed to a large degree as guidance by the real estate appraisers. 

•  The use of regression analysis as a multivariable analysis. 

•  Sweden has probably the highest level of transparency. 

5.2 Factors affecting the real estate value 
Our question: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

The two factors affecting the real estate’s value the most are the rental market and the capi-
tal market. When considering an ordinary discounted cash flow analysis (kapitaliseringsana-
lys) the rent is the most influent factor on the value. The location is reflected in the rent. 
Another factor that also affects the value is whether the real estate is in need for invest-
ments. However, the largest part of the value is determined by the rent and rate of return 
(kalkylränta). The location is also important but it is reflected in the rent. One factor that 
often is leading to an increased value is the structure of the contract. Long trustworthy con-
tracts are often reflected by an increased value in the real estates. Some contracts might 
have different kind of clauses that can affect the value in either way, positively or negatively 
(Lundström, personal communication, 2005-04-20). 

What new insights did the interview provide us with? 
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To a larger degree the factors that the professor mentioned as important have been pre-
sented in the theoretic framework. The structure of the contract was one new insight that 
the authors had not come across. This factor seems rather important as a value affecting 
factor. Another important factor determining the value is the rate of return. The rate of re-
turn was not either covered in the theory. However it is important to separate the factors 
depending on the method used for appraising. The rate of return is obviously important 
when using the capitalization, or discounted cash flow method, but it is not reflected in the 
market comparison method. When the professor mentioned the rate of return as a value 
affecting factor he assumed the discounted cash flow method were to be used. 

The rental market and capital market are the two factors with highest affect on the real es-
tate value. The level of rent is important when using the discounted cash flow analysis. An-
other important factor is the structure of the contract. This factor seems rather important 
as a value affecting factor. A further important factor determining the value is the rate of 
return. However it is important to separate the factors depending on the method used for 
appraising. The rate of return is obviously important when using the capitalization, or dis-
counted cash flow method, but it is not reflected in the market comparison method. When 
the professor mentioned the rate of return as a value affecting factor he assumed the dis-
counted cash flow method were to be used. 

•  Factors of importance for the value are the rental market and capital market. 

•  The rent level is an important factor in discounted cash flow analysis. 

•  The contract structure. 

5.3 New usage situation causing valuation problems 
Our question: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

When performing a valuation the appraiser needs to consider the alternative use of the real 
estate. This might be a change in the reconstruction plan (planändring). When a reconstruc-
tion will take place it is often harder to determine the value. Here the appraiser must take 
into account the reconstruction costs and changes in operating costs. For example if a real 
estate will be reconstructed from office to accommodation the costs might be hard to fore-
see. The valuation method used will be the same but there will be more variables to con-
sider in the valuation. A changed usage situation will imply another rent potential, possibly 
other operating and maintenance costs, and another risk level. These factors might be hard 
to estimate (Lundström, personal communication, 2005-04-20). 

Hence, possible answers on our problem questions are: 

•  The appraisal methods used are the same. 

•  Increasing amount of factors to consider, such as potential rent, costs and risk 
level. 

What new insights did the interview provide us with? 
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An interesting insight was that the appraisal methods used for new usage situations are the 
same. However, in a reconstruction situation there are an increasing amount of variables to 
consider in the valuation. The risk factor was a new illuminated factor that we did not men-
tion or cover in the theoretic framework. As the authors see it, the risk factor and the rental 
potential are both related.  

5.4 International real estate appraisal methods 
Our question: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

A large part of the Swedish and international appraisal methods are equivalent since usually 
same text books are used in the courses at KTH. However, there are differences related to 
cultural differences. The major differences are that German appraisers are more often using 
the cost method and the American appraisers are more focused on rule of thumb tech-
niques and key ratios. The Swedish appraisers are more focused on cash flows methods. 
There are no differences concerning the valuation methods that are available. The major 
difference can be found in the way appraisal reports are written. A significant difference 
between Sweden, England and the United States is that the responsibility of the appraisers 
is stricter in the latter two cases. The appraiser has a higher responsibility in the valuation 
made. This results in that the appraisers in England and the United States more often avoid 
taking the full responsibility. The litigation right is also an affecting factor to this (Lund-
ström, personal communication, 2005-04-20). 

Hence, possible answers on our problem questions are: 

•  A large part of Swedish and international appraisal methods are he same. 

•  German appraisers are more focused on cost approach. 

•  American appraisers use rule of thumb techniques and key ratios. 

•  International appraisal reporting differs from the Swedish reporting, especially the 
English and American, where appraisers have higher responsibility. 

What new insights did the interview provide us with? 

The appraisal methods preferred in Germany is a new insight. The German appraisal 
methods have not been covered in the theoretic framework. However, as it is an interna-
tional comparison it is still interesting and lies within the scope of this thesis. Another in-
teresting point we gained from the interview was the difference concerning the valuation 
reporting. The resigning from responsibility by American and English appraisers was an in-
teresting insight that the authors did not know before the interview. 

The appraisal methods preferred in Germany is a new insight. The use of key ratios and 
rule of thumb techniques by American appraisers was remarkable. Another interesting 
point we gained from the interview was the difference concerning the valuation reporting. 
The resigning from responsibility by American and English appraisers was an interesting 
insight that the authors did not know before the interview.  
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5.5 New trends within real estate appraisal 
Our question: 

Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 

A significant trend in real estate appraisal is the upcoming effect of the new accounting 
regulations (IAS) affecting the real estate appraisal to a great extent. An evident change 
emanating from this is the demand, put by accountants, for a fair value of the real estate. 
This has an influence on the research to search for the definition of a fair value. Fair value 
is an international definition and there is an upcoming need for a Swedish transla-
tion on that definition. A large part of the latest demand for research is requested by ac-
countants (Lundström, personal communication, 2005-04-20). 

Other factors of importance are the development of technology that has an effect on the 
database developments. A part of the research deals with the creation of expert systems 
and valuation routines. The real estate valuation process performed by banks is usually 
made with the assistance of databases (Lundström, personal communication, 2005-04-20). 

Hence, possible answers on our problem question are: 

•  The upcoming effect of the new accounting regulations creates a need for translat-
ing the expressions into Swedish to facilitate correct application; the concept fair 
value is an example. 

•  The creation of expert systems as a consequence of development of technology. 

What new insights did the interview provide us with? 

The increased effect of the accounting standardization is an important trend the professor 
mentioned. It seems like this has a major effect on the appraisers. The development of 
these standards was known before the interview was made. However the effect on the 
standards on the real estate appraisal profession was not known by the authors. Therefore 
this insight was very interesting. 

•  An obvious and important trend is the development of new accounting standards. 
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6 Previous studies 
The purpose with this chapter is to review previous studies within the research area real estate appraisal that 
have investigated similar problems related to our study that can provide possible answers on our problem 
questions. 

In this chapter under each sub section we will start out with a short presentation of the 
relevant previous studies related to the specific problem question. For the previous studies 
we will present purpose, scope, method and conclusion. 

Then, we will provide the insights that these previous studies contributed with, which can 
be applicable in our study as possible answers on our problem questions. Finally we criti-
cally investigate the previous studies to see whether the results they provided really are reli-
able and applicable in our study. 

To make it easier for the reader to separate the previous studies we have provided them 
with numbers. Because, some of the studies are relevant for more than one problem ques-
tion. In that case we present the study where it firstly appears. As mentioned, for easier 
recognizing the different previous studies will thus receive a unique number. 

6.1 Swedish real estate appraisal methods 
Below we will present five different previous studies that we have found of value related to 
our first problem question ’Swedish real estate appraisal methods’. In this section the 
previous studies consist of one dissertation, three Master of Science Theses and one aca-
demic research paper. 

Presentation of Previous Studies 

Table 6:1. Previous Studies: Appraisal Methods. 

Author: Purpose: Scope: How: 

Study 1: 
Lundström, S. Disserta-
tion (1980). 
 
Avkastningsvärdering 
av hyresfastigheter – 
Analys av hyra, drift, 
underhåll och fastig-
hetspriser som grund 
för värdering. RIT, 
Stockholm. 

To examine to what extent the 
level of operation costs, the 
level of maintenance costs, the 
factor of gross and net capitali-
zation are useful tools for prog-
nosis about the operation costs, 
maintenance costs and market 
prices for rental real estates. 

The nature of the individ-
ual payoff value is dis-
cussed initially and factors 
determining the payoff 
value. The scope of the 
second part is a discussion 
of the parameters of the 
payoff estimate, where a 
great importance is put on 
the meaning of the cost of 
capital. A discussion is also 
held about the nature of 
uncertainty and methods 
for its treatment.  

The accounting of 77 pri-
vately owned residential 
rental real estates, in the in-
ner part of Stockholm, dur-
ing the years between 1965 – 
1979 has been analysed to-
gether with the market prices 
for the same type of real es-
tate and period. The analysis 
is partly made for the whole 
real estate population as well 
as separated after average 
apartment area and individ-
ual apartments.  

Study 2: 
Brage, J. Graduation 
thesis (1994). 
 
Värdering av omsätt-
ningsfastigheter I redo-
visning och beskatt-
ning. University of 
Stockholm, Stockholm. 

One part of the purpose is to 
answer how large the freedom 
of action is to come up with 
different results and adjust the 
valuation after the need. An-
other part is to examine if a 
change of the classification of 
the real estates to fixed assets is 
a possible way for avoiding a 
write-down of the value. A part 

The thesis is focused upon 
property held for resale. 
The viewpoint is from a 
tax perspective. A part of 
the scope is how the regu-
lations affect the method 
used for estimating the 
value.  

The author has examined 16 
annual reports in 1993. Out 
of these 16 reports, 7 belong 
to constructing companies 
and 9 to real estate holding 
companies.  
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of the purpose is also to look at 
the appraising models the 
banks are using when establish-
ing the real value and the ac-
quired value.  

Study 3: 
Forsberg, M & Karls-
son, A. Master of Sci-
ence thesis (1994). 
 
Commercial Property 
Valuation –A compara-
tive Study between 
England and Sweden. 
RIT, Stockholm. 

To compare the theoretical ba-
sis, fundamental construction 
and practical procedure of 
valuation of commercial real 
estates. This study is carried 
out in order to find similarities 
as well as differences between 
the English and Swedish valua-
tion methods. 

Qualitative study”?”. The 
study has been carried out 
to find differences and 
similarities in the valuation 
method used in England 
and Sweden. Research has 
been performed at the 
Property Research Unit at 
South Bank University in 
London and at the Section 
of Building Real Estate 
Economics at the Royal 
Institute of Technology in 
Stockholm. 

The authors have among 
others presented the differ-
ent theoretical valuation 
methods, five that are used 
in England and three in 
Sweden and from that signi-
fied differences and similari-
ties in the application of the 
methods. 

 

Study 4: 
Ekelid, M., Lind, H & 
Lundström, S. Aca-
demic Paper (1998). 
 
Treatment of uncer-
tainty in appraisals of 
commercial properties 
– Some evidence from 
Sweden. RIT, Stock-
holm. 

To determine the quality of ap-
praisals made by studying ap-
praisal reports and investigate if 
the quality had any impact on 
the height of the boom in the 
property market in early 1990’s. 

The report is focused on 
the arguments and struc-
ture in appraisal reports 
and how these have 
changed over time. The fo-
cus is mainly on the treat-
ment of different types of 
uncertainty. Commercial 
real estates with a minor 
space of 1000 m2 were in-
cluded and the time frame 
was 1980 – 1996. 

The authors have presented 
the results of the study in 
different tables, illuminating 
what valuation methods were 
included, how many pages 
the report included and if 
there is a market analysis 
made in the report. Other 
tables included are concern-
ing the consistency of risk 
considered when the rate of 
return was set, if sensitivity 
analysis were made and the 
stability of market value. 

Study 5: 
Jansson, M. & Nylund, 
A. Master of Science 
thesis (2002). 
 
Värdering av sällan- 
och svårvärderade fas-
tighetstyper 

To examine how real estates, 
with cause of its characteristics 
are hard to value or are seldom 
valued, are appraised and to 
what degree established ap-
praisal methods are used. 

Qualitative study. The 
properties used in the 
study are ski resorts, hotels, 
golf courses, ski resorts, 
race tracks, historic proper-
ties etc. The authors have 
used literature studies and 
interviews for gathering in-
formation. 

The authors have held 12 in-
terviews with appraisers hav-
ing unique competence in 
the different objects included 
in the study. Other inter-
viewees have been corporate 
leaders responsible for activi-
ties ran in the different 
properties to signify eco-
nomical gains the different 
properties result in. 

 

Table 6:2. Previous Studies: Appraisal Methods. 

Author: Conclusion: 

Study 1: Lund-
ström, S. (1980)  

The cash flow technique is based upon the value philosophy that a meaningful payoff value is nec-
essarily bound to a certain individual or company. A market value however is totally individually 
independent. The payoff value of the examined real estate object is mainly dependent on the ac-
cumulation of capital that can be made in the real estate. Therefore the payoff value is highly un-
certain. The level of operating cost is very useful as a number of relations for an estimation of fu-
ture operation costs.  

Study 2: Brage, J. The method used for establishing the real value before the real property crisis was to a great extent 
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(1994)  the “ortsprisanalysen”. However this method is quite useless in a stagnating market with few ter-
minations (avslut). Estimation has to be made whether a drop in the value for investment property 
is lasting. The possibilities to come up with different results in a valuation are many.  

Study 3: Forsberg, 
M. & Karlsson, A. 
(1994)  

An obvious difference in the valuation methods is that Swedish appraisals often use databases and 
mathematical calculations while the English rely more on discussion with market players and their 
own market knowledge. The authors signified a difference in the right for English real estate ap-
praisers to disclaim responsibility to a third party while the Swedish appraisers’ point of view con-
cerning this was not that obvious. 

Study 4: Ekelid, 
M., Lind, H & 
Lundström, S. 
(1998).  

During the boom years there was no questioning about the stability of market values or the uncer-
tainty in estimations of the market value. After the crash some important changes were made. The 
results were more often presented as a range rather than point estimate, more information is in-
cluded about the object and of the market. There was also a large increase in sensitivity analysis 
made.  

Study 5: Jansson, 
M & Nylund, A. 
(2002) 

 

To a major part, the market (ortsprismetoden) and income approach are applicable, however some 
problems are present concerning data and application. The largest difference comparing conven-
tional real estates and special properties is the research and process to the valuation. Due to the 
special characteristics of special properties there is a need for special knowledge to gather, handle 
and evaluate relevant information. 

 

The connection between previous study and our question 

Here we will explain and show how each previous study is connected to our question. 

Study 1: Lundström (1980) 

The study was a recommendation for how an analysis of rent, operating and maintenance 
costs and real estate prices can be used for appraising a real estate value. The payoff valua-
tion is one of the methods included in the scope of this thesis. 

Study 2: Brage (1994) 

The author brings up the different valuation methods, determining the market value, pre-
sent on the Swedish market. In the study by Brage methods for estimating the market value 
are presented and in this aspect it is related to our question. 

Study 3: Forsberg & Karlsson (1994) 

There are two major connections between this study and the one performed by us. The 
type of real estates that this study, as well as our study, focuses on is commercial real es-
tates. Another similarity is the international comparison between the real estate appraiser 
profession in England and Sweden and what methods that are used for valuation in the 
two countries. 

Study 4: Ekelid, Lind & Lundström (1998) 

The study presents different types of appraisal methods used. There is an obvious connec-
tion between this presentation and our question about what methods that Swedish real es-
tate appraisers practice. The study is also related to our study via the focus upon commer-
cial properties that is of interest in our thesis.   

Study 5: Jansson & Nylund (2002) 

The connection is found in the methods used for estimating the value of the real estates. 

Our question: 
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Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

 

Possible answers on our question 

Here we will provide examples of possible answers on our question from the previous 
studies. 

Study 1: Lundström (1980) 

The methods that are usually applied in an estimation of the market value, are different 
kinds of the “ortsprismetoden”. The ortsprismetoden can be applied in five ways, through 
five different aspects of “value standardizations” (see chapter 4.2). A market simulation 
might be used if the market is small and the standardizations of “ortsprismetoden” there-
fore cannot be used. In both market valuation and yield valuation the net capitalization 
methods are used. 

Study 2: Brage (1994)  

The most usual appraisal method before the market crisis was ortsprismetoden. Some of 
the real estate holding companies have used a yield value as value estimate. One of the 
companies included the production cost method in the valuation. Ortsprismetoden has also 
been used. 

Study 3: Forsberg & Karlsson (1994) 

The comparative, the investment value and the depreciated replacement cost method are 
used in Sweden. The most commonly used method is the comparative method. The depre-
ciated replacement cost method is rather uncommon in Sweden. 

Study 4: Ekelid, Lind & Lundström (1998) 

The authors indicated that around 1985, two or several methods were used in the determi-
nation of a market value. The use of sales comparison and income based method increased 
after 1985. The use of cash flow based method increased as one of the income based 
methods. 

Study 5: Jansson & Nylund (2002) 

The “ortspris” method is used and in some situations the income approach is used. 

 

Is the result reliable and applicable in our case?  

Here we will present some critics towards the study. Is the result trustworthy? Is it applica-
ble to compare with our study? 

Study 1: Lundström (1980) 

The study is comprehensive concerning the description of the yield valuation method and 
factors that should be taken into account. This dissertation is going rather deep into the 
subject of yield valuation. The types of real estates considered are rental real estates which 
are one of the kinds included under commercial real estates. The result is highly trustwor-
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thy. We do not find any weakness concerning the study. We do not believe that the fact 
that this study is focusing on rental real estates while we are investigating commercial real 
estates affects the possibility to apply this study in our thesis. 

Study 2: Brage (1994) 

This thesis mainly focuses on the accounting aspect of real estate valuation and what value 
that should be accounted. The study describes some kinds of valuation methods used and 
what circumstances that are taken into account, like vacant spaces of rent, or full letting. 
The valuation methods that are described are applicable in our thesis, however the angle of 
this thesis is not from an appraiser’s situation therefore the results are not fully applicable 
in our study. 

Study 3: Forsberg & Karlsson (1994) 

The study is rather extensive with research made both in England as well as Sweden. The 
questions asked have not been included in the report which might decrease the level of re-
liability, however it seems like the authors have used reliable sources in the interviews. 
There are several parts included in the study that are of interest in our thesis. The study is 
applicable in our case. 

Study 4: Ekelid, Lind, & Lundström (1998) 

The focus of this academic paper is on the quality of appraisals made in Sweden. However, 
even though the aim of this research is not the same as our, we find some of the parts 
valuable and applicable in our study. The study made in this academic paper is very exten-
sive. We find this study reliable. 

Study 5: Jansson & Nylund (2002) 

This study focuses on real estates that are seldom valued. In our study we have also among 
others discussed situations where the value of the real estate might be hard to determine 
and what methods that are used in that situations. The situation as such therefore, i.e. a 
situation where a real estate value is hard to determine can be connected to this study. 
However the types of real estates we have focused on differs from the types included in 
this study, the applicability of this study in our case is therefore limited. 

6.2 Factors affecting the real estate value 
Here we will present three previous studies that we have found of value related to our sec-
ond problem question ’Factors affecting the real estate value’. The previous studies in 
this section consist of two dissertations and one Master of Science Thesis. 

Presentation of Previous Studies 

Table 6:3. Previous Studies: Factors affecting the value. 

Author: Purpose: Scope: How: 

Study 6: 
Hedskog, B. Disserta-
tion (1982). 
 
Återanvändning av 
industri- och special-
byggnader – Fastig-

The overarching pur-
pose with the disser-
tation is to give con-
ditions for decreasing 
the number of too 
early demolitions of 
usable and functional 

The focus of the project is on re-
construction and thereby ex-
cludes new constructions. It is 
also upon new usage situation 
and not reconstruction for the 
same use. The author also fo-
cuses on the pre-projection, i.e. 

Three case studies have been per-
formed together with literature 
describing real world examples of 
reuse situations, own observations 
by the author in Sweden, the USA 
and London and an inquiry. After 
the inquiry had been carried out a 
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hetsekonomiska, tek-
niska och funktionella 
aspekter på val av ny 
användning. RIT, 
Stockholm. 

buildings. before a decision is made for the 
new usage situation. The types of 
buildings included in the study 
are industrial and special build-
ings. The study includes buildings 
constructed in and after the mid-
dle of the 19th century. The 
buildings included are also having 
an urban location and the study 
focus on smaller and individual 
buildings rather than larger build-
ings or complex of buildings. 

selection of interesting cases were 
made. Out of a dozen cases three 
were chosen to be included as 
case studies. 

Study 7: 
Hedskog, B. Research 
report (1991). 
 
Goda exempel på 
återanvända byggna-
der i Sverige. 
Byggforskningsrådet, 
Stockholm. 

It is to answer several 
questions including 
giving good examples 
of alternative use of 
buildings, interested 
parts, economical fac-
tors such as presump-
tion and result, how 
the financing was 
solved, the location 
and market demand, 
etc. 

The selection of examples has 
been made through three state-
ments; the author rather chose 
examples that are small and easy 
to overview in preference of lar-
ger buildings. The buildings have 
been chosen in different cities in 
Sweden. 

Three sources have been used for 
collection of information about 
buildings that have been reused. It 
was not possible to separate re-
used buildings in official records. 
The first source was city architects 
and property managers in munici-
palities with over 20000 inhabi-
tants, gathered from Sweden’s 
municipality calendar in 1988. 70 
municipalities out of 116 an-
swered in a period of six months. 
The sample selection is neither 
methodological nor random. 
Eight examples of reused build-
ings were chosen in eight different 
cities. A presentation is given of 
each example, including the con-
struction year, location, utility area 
and a presentation of the histori-
cal transfer between owners with 
purchase sums. Some architectural 
characteristics are also presented. 

Study 8: 
Jepson J. & Wikman, 
H. Master of Science 
Thesis (2001). 

Användning av Fas-
tighetsanalysverktyg 
vid fastighetsvärde-
ring, RIT, Stockholm. 

To make a descrip-
tion of the structure 
of FANA and 
DATSCHA. Com-
pare the two concern-
ing the user friendli-
ness and functional-
ity. Also to inspect in-
ternationally if there 
are other similar real 
estate analysis tools. 

The study’s’ main focus is on 
FANA. A comparison is made 
between FANA and DATSCHA. 
The study is focused on different 
characteristics such as user 
friendliness, functionalities of the 
two tools as well as market par-
ticipants’ expectations on FANA.

The authors have used methods 
such as literature studies, informa-
tion search on Internet, interviews 
with market participants and a test 
of the analysis tools called FANA 
and DATSCHA. 

 

Table 6:4. Previous Studies: Factors affecting the value. 

Author: Conclusion: 

Study 6: 
Hedskog, B. 
(1982). 

The location is an important, maybe even determining factor behind the decision that a reuse should be 
implemented. Economical, technical and functional characteristics belonging to the building is more 
important for determining the possibility for a successful reuse than the originally or latest use. The 
value of the buildings reported (around 100) is estimated to, after estimations made concerning recon-
struction costs and payoff value, between SEK 200-300 million. This can be utilized if the buildings are 
reused. 

Study 7: 
Hedskog, B. 
(1991). 

The reuse of real estates, i.e. reconstruction for new usage, is mainly an urban phenomenon. This is 
mainly the case because a greater extent of the real estates is in an urban environment. The location is a 
determining factor to whether a new usage can be made. Factory, industrial and workshop buildings as 
well as storehouses are common buildings that have undergone reuse processes. These buildings usually 
have a rather central location because of the age and a simple construction. Offices and accommoda-
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tions are the most common new uses of reused buildings. 

Study 8: 
Jepson J. & 
Wikman, H. 
(2001) 

DATSCHA got a higher grade than FANA concerning user friendliness. FANA got a higher grade than 
FANA for functionality. Via an Internet search the authors concluded the non existence of analysis 
tools such as FANA and DATSCHA in other parts of the world. 

 

The connection between the study and our question 

Here we will explain and show how each previous study is connected to our question. 

Study 6: Hedskog (1982) 

This study is presenting some important factors affecting the real estate value. 

Study 7: Hedskog (1991) 

The study brings up some important factors that affect the real estate value. 

Study 8: Jepson & Wikman (2001) 

There are several factors affecting the real estate value that is brought up by the authors. 

Our question: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

 

Possible answers on our question 

Here we will provide examples of possible answers on our question from the previous 
studies. 

Study 6: Hedskog (1982) 

The usage area and location are two determining factors behind the building’s design and 
also its value in economical terms. If a real estate lacks usage, the location might be the ma-
jor asset. 

Study 7: Hedskog (1991) 

Reconstructions, no matter the size, are a great way of taking advantage of earlier hidden 
resources. The examples of reconstruction given in this study all turned out to be profitable 
after some years had elapsed after the reconstruction was carried out, some of them were 
even very profitable. A determining factor to whether a real estate can or will be re-used is 
the location. 

Study 8: Jepson & Wikman (2001) 

Characteristics and factors of a real estate affecting the value are divided into direct prop-
erty related, market related and general environment related.  

Direct property related factors are technical, law based and economical. Examples are the 
property’s size, standard level, condition, location, rent level and operating costs. Market 
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related factors are supply and demand of the real estate itself as well as the rentable areas in 
the property. Building new properties have a big effect on the supply. General environment 
factors are social economics and political conditions such as cyclically development, infla-
tion, labour market situation, interest rate level, loan conditions, tax law and rent law re-
strictions. All these factors must be highlighted by the appraiser in the valuation process. 
However, it takes too long time and is almost practically impossible. Therefore general 
propositions must be made. Hence it is important to clarify under which conditions the 
appraisal has been performed to stress the relevance of the valuation. The market valuation 
expresses a snapshot of the market. Thus, there must be a specified time period for which 
the value is valid. 

Is the result reliable and applicable in our case? 

Here we will present some critics towards the study. Is the result trustworthy? Is it applica-
ble to compare with our study? 

Study 6: Hedskog (1982) 

The study is a preceding study to the one below. It does not focus on commercial real es-
tates, rather it focuses on industrial and special real estates. The study is reliable with a 
broad variety of objects included in the study. There is also a presentation of the problem 
questions that were to be answered throughout the research. We believe the study is appli-
cable in our case. 

Study 7: Hedskog (1991) 

The amount of examples given are pretty extensive, therefore we believe that the result is 
reliable. One factor that might make this study less applicable is the time it was performed. 
Even though the study was performed closely in time to when real estate boom took place 
in the early 1990s, we still believe this study is applicable to some degree in our case. 

Study 8: Jepson & Wikman (2001) 

The main focus of the study is put on the tools for analysis that can be used in real estate 
appraisal. However, there are several parts in the study that are related to our study. The 
authors have made a rather extensive research including ten interviews, literature and inter-
net search. We believe this study is applicable in our study. 

6.3 New usage situation causing valuation problems 
Below we will present two similar previous studies that we have found of value related to 
our third problem question ’New usage situation causing valuation problems’. In this 
section the previous studies consist of two dissertations. 

Presentation of Previous Studies 

Table 6:5. Previous Studies: New Usage Situation. 

Author: Purpose: Scope: How: 

Study 6: 
Hedskog, B. (1982). 
Dissertation. 

See previous section. See previous section. See previous section. 

Study 7: See previous section. See previous section. See previous section. 
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Hedskog, B. Re-
search report 
(1991). 

 

Table 6:6. Previous Studies: New Usage Situation. 

Author: Conclusion: 

Study 6: 
Hedskog, B. (1982). Dissertation. 

See previous section.

Study 7: 
Hedskog, B. Report (1991). 

See previous section.

 

The connection between the study and our question 

Here we will explain and show how each previous study is connected to our question. 

Study 6: Hedskog (1982) 

This study includes several presentations of real estates that are re-used by a new utility 
area. One direction of the work is concerning the economical value and requisites for re-
using an already built real estate. An economical consequence of re-constructing, which is 
commonly the case in re-using situations, is also given.  

Study 7: Hedskog (1991) 

It considers factors that are important and affecting the value of a real estate. 

Our question: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

 

Possible answers on our question 

Here we will provide examples of possible answers on our question from the previous 
studies. 

Study 6: Hedskog (1982) 

Older real estates are often located in the centre of the cities, since they were often con-
structed when the cities were smaller. The rents are often higher for real estates located in 
the centre and for older real estates that have been reconstructed. One aspect of the value 
can be seen as the demolition cost that one do not have to pay if reusing the real estate, 
another is the production costs for building a similar real estate with the same utility area. 

Study 7: Hedskog (1991) 

The usage situation, the present or possible, together with the location are the two most 
important factors determining the real estate value. It is the usage situation that is meant 
for the real estate before a reconstruction that determines the value of the existing real es-
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tate before the reconstruction is made. After the reconstruction is made the new usage 
situation determines the value. 

Is the result reliable and applicable in our case? 

Here we will present some critics towards the study. Is the result trustworthy? Is it applica-
ble to compare with our study? 

Study 6: Hedskog (1982) 

The economical value this study is examining is from a societal perspective. However since 
we are interested in how a changed usage situation might affect the economical value of the 
real estate we believe a major part of this study is valuable in our case.  

Study 7: Hedskog (1991) 

The study presents factors that affect the real estate value. However, this is not the main 
focus of the study. We believe the part where the factors are described is reliable and appli-
cable in our case. 

6.4 International real estate appraisal methods 
Here we will present two previous studies that we have found of value related to our fourth 
problem question ’International real estate appraisal methods’. In this section the pre-
vious studies consist of two dissertation academic research papers. 

Presentation of Previous Studies 

Table 6:7. Previous Studies: Foreign Valuation Methods. 

Author: Purpose: Scope: How: 

Study 9: 
Brzeski, J., Jaffe, 
A. & Lundström, 
S. Research paper 
(1992). 
 
Institutional Real 
Estate Investment 
Practices: Swedish 
and United States 
Experiences. The 
Journal Of Real 
Estate Research. 

To compare the institu-
tional real estate invest-
ment practices in Sweden 
and the USA. 

The study focuses mainly on 
commercial real estates. It fo-
cuses on institutional inves-
tors. Factors that have been 
examined and presented in the 
study are the structure of real 
estate portfolios, use of ana-
lytical techniques, various in-
vestment concerns as well as 
operational methods used in 
the acquisition, monitoring 
and disposition of real estate 
investments. 

In Sweden a questionnaire was sent 
to 350 respondents including insur-
ance companies, property holding 
companies as well as foundations 
and other organizations asking 
what investment criteria was used 
in evaluating investments. 215 re-
sponded. The results were also 
compared with other studies re-
ported in the USA and elsewhere 
within the Real Estate and Corpo-
rate capital budgeting literature. 

Study 10: 
McParland, C., 
Adair, A. & 
McGreal, S. Aca-
demic paper 
(2002). 
Valuation stan-
dards - A com-
parison of four 
European coun-
tries. Journal of 
Property Invest-
ment and Finance 

To asses the use of stan-
dardized valuation stan-
dards and variety in the ad-
justment to European in-
vestment valuation stan-
dards within the countries 
of Sweden, the Nether-
lands, Germany and 
France and the prospect 
for future harmonization 
of valuation standards. 

The focus of this project is 
upon the use of valuation 
standards within the four 
European countries of Swe-
den, the Netherlands, Ger-
many and France. 

The authors interviewed a number 
of 110 valuers distributed among 
the four countries. The sample was 
gathered from a frame of different 
sources, such as the European So-
ciety od Chartered Surveyors, the 
FIABSE (Federation Internationale 
des Professions Immobilieres) and 
the committee of TEGOVA. A 
snowball sampling was also used in 
each survey country, where promi-
nent academics within the subject 
area provided a list with acting key 
investment valuers. 
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Table 6:8. Previous Studies: Foreign Valuation Methods. 

Author: Conclusion: 

Study 9: 
Brzeski, J., Jaffe, 
A. & Lundström, 
S. (1992). 

The most popular criterion for investment was NOI/Price which was most often used by founda-
tions/organizations and construction/development companies. NOI/Initial Equity and 
Price/Gross-rents were also popular as tools for evaluation. The present value and IRR technique 
was most used by insurance companies and was the third most popular tool. Comparative to studies 
of methods used in USA a large degree of calculation used in Sweden was also used in America. 
However the payback period was more popular in USA than in Sweden. The use of after tax valua-
tion methods was not as popular in America as the before tax methods. Most companies in Sweden 
did not use after tax criterion because of the complexity of the Swedish tax system. 

Study 10: 
McParland, C., 
Adair, A. & 
McGreal, S. 
(2002). 

Requirements by the client are often an affecting factor behind the choice of valuation technique. 
The valuation technique most often preferred in France and Germany is the capitalization approach, 
a technique often expected by the clients to be used. The comparative approach is mainly preferred 
in countries with a high level of transparency, such as Sweden. Yield analysis is more often preferred 
compared to cash flow analysis in the German market. Many French appraisers rather choose an-
other technique in stead of the discounted cash flow, mainly because of unprofitable lease system. 
While German legislation requires the use of the cost approach as a valuation technique for invest-
ment properties it is uncommonly used on investment properties in France, Sweden or The Nether-
lands. Further the German legislation has established the use of capitalization, comparative and cost 
method when determining the fair value. Many of the German respondents stressed that they use the 
capitalization approach as a main technique and the cost approach was more utilized as a support for 
the former technique. In France, Germany and The Netherlands the appraisers employ the RICS 
standards and other national standards. The Swedish appraisers however solely apply the national 
(SFF) standards. Sworn appraisers in Germany are obliged to use the national standards while the 
valuers in France, Sweden and The Netherlands are free to choose what standards to use. In both 
Sweden and The Netherlands the development of indices is affecting the development of standards. 

 

The connection between the study and our question 

Here we will explain and show how each previous study is connected to our question. 

Study 9: Brzeski, Jaffe & Lundström (1992) 

The study brings up different international valuation methods used by institutions and 
foundations 

Study 10: McParland, Adair & McGreal (2002) 

The Study is discussing valuation methods used in France, Germany Sweden and the Neth-
erlands. 

Our question: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

 

Possible answers on our question 

Here we will provide examples of possible answers on our question from the previous 
studies. 

Study 9: Brzeski, Jaffe & Lundström (1992) 
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The major criterion used by foundations and organizations for investment decisions was 
NOI/Price. Construction and development companies also used this method. NOI/Initial 
Equity and Price/Gross-rents were also popular. Another popular tool was the present 
value and IRR technique, which were most used by insurance companies. 

Study 10: McParland, Adair & McGreal (2002) 

The capitalization approach is most often preferred in France and Germany for estimating 
a real estate value. The German market prefers yield analysis is compared to cash flow 
analysis. Many French appraisers choose not to use discounted cash flow approach, mainly 
because of unprofitable lease system. The German legislation requires the use of the cost 
approach as a valuation technique for investment properties. However it is uncommonly 
used on investment properties in France, Sweden or The Netherlands. German legislation 
has established the use of capitalization, comparative and cost method when determining 
the fair value. 

Is the result reliable and applicable in our case? 

Here we will present some critics towards the study. Is the result trustworthy? Is it applica-
ble to compare with our study? 

Study 9: Brzeski, Jaffe & Lundström (1992) 

The major focus in this study is on different organizations, foundations and institutions 
and what kind of pre-investment criteria that are used. The study is interesting in our case 
from the perspective of methods used for estimating values of real estates for pre-
investment criteria and evaluation of investments made. The study does not focus on ap-
praisers and therefore the applicability is somehow limited from this study.  

Study 10: McParland, Adair & McGreal (2002) 

The study is rather extensive and it is made rather recently. We believe the study is reliable 
and therefore we find the result from this study highly applicable in our case. 

6.5 New trends within real estate appraisal 
Below we will make a short presentation of the most important aspects from the book 
‘Fundamentals of real estate investment‘ by Jaffe A. J. & Sirmans C. F. (1995) that is related to 
our fifth problem question ‘New trends within real estate appraisal’. 

Presentation of Previous Studies 

Study 11: Jaffe & Sirmans (1995) 
 

The connection between the study and our question 

Here we will explain and show how each previous study is connected to our question. 

A presentation is given in the last chapter of the book covering the authors’ view of up-
coming trends in real estate market. This presentation is covering more or less what we are 
looking for as possible answers on our problem question about new trends. Obviously, 
there is a lack of relevant studies because of the topic itself. Thus, these authors’ intention 
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to make predictions about the future is mainly what we intend to present in this problem 
area. 

Our Question: 

Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 

 

Possible answers on our question from the studies  

An initial trend concerning the real estate market is the development towards an integrated 
part of the overall capital market. Even though the real estate market was undergoing some 
difficulties in the early 1990s there was still an increasingly interest in the real estate invest-
ment market and the authors believe this will continue. 

Further, they claim that computerized real estate investment analysis will be more com-
mon. The real estate investment market will require even greater knowledge of financial 
analysis, compared to what they anticipated a few years earlier in the former edition of the 
book. This applies for consultants getting commission from institutions and also for re-
cently graduated students entering the market. 

Another trend concerns the environment of the real estate market that will become more 
complex. There is a continuous development in the finance sector of the real estate market. 
New instruments are released and an additional development is probable. 

A final forecast is that the future seems positive for the real estate investor. There will con-
tinue to be investment opportunities vacant for the investor. However, the development of 
the real estate investment analysis will lead to an increased level of expert activity as the 
competition is steadily increasing together with higher standards of analysis. 

Is the result reliable and applicable in our case?  

It should be noted that these predictions about the future trends were made in 1995. The 
market for real estates is a market of slow development. Even though ten years have passed 
by, no radical changes of the market have occurred. Thus, most likely the predictions may 
still be valid. The contribution of Jaffe & Sirmans originally refers to the investment ap-
proach within the real estate market. This investment approach can therefore affect the 
relevance for our study, since we focus on the general real estate appraisal process no mat-
ter what the underlying interests are. However, we believe that this literature is applicable in 
our study. 
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7 Analysis 
The purpose with this chapter is to present the empirical results from the investigation, the Main-Study, we 
carried out and then with the appraisal framework, the Pre-Study and previous studies as analytical tools 
gradually interpret the empirical findings to achieve important insights for our problem questions. 

The empirical data that we intend to analyze in this chapter was collected during the Main-
Study via interviews with the real estate appraisers. In this chapter we make it easier for the 
reader to better understand the following text by making the reader aware of the fact that 
under each problem question below, we will apply a consistent pattern. 

Under the first sub section, which we entitle ’Empirical result - Main-Study’, we firstly 
present the empirical result from the interviews with the appraisers. Then, in the following 
section, entitled ’Achieved insights’, we simply compare and set the empirical findings in 
relation to the appraisal framework, the Pre-Study and the previous studies. For each prob-
lem question this comparison will hopefully lead to interesting findings, which is presented 
as insights we achieved from interpreting the empirical data with the analytical tools. 

Throughout the whole analysis chapter we will where it is appropriate relate our text to 
Mattsson’s thought model, which we modified to fit our study. In the figure 7.1 below we 
provide our modified model, which was earlier introduced and presented in the chapter 
dealing with methodology (see section 3.2.6). 

 

Figure 7:1. Mattsson’s thought model modified to fit our study. 

7.1 Swedish real estate appraisal methods 
The first problem question we investigated was related to how the valuation is performed 
in practice by the real estate appraiser. We wanted to know how the appraiser thinks and 
reasons about the real estate object and then what available alternatives that are considered 
when deciding how to calculate the real estate value. In the initial phase of our study we 
rather quickly noticed that the real estate appraisal process is based on more or less stan-
dardized ways of performing the calculations. This is the reason why we related our first 
problem question to what methods that are used by the appraiser. 

Real Estate Object 
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However, first of all, before bringing up the first problem question in our interviews with 
the appraisers, we wanted to loosen up the respondents with a simple but important ques-
tion. The respondents were asked to answer what types of real estates they appraise 
within their own company (see question 4 in the interview guide in Appendix 3). 

As you can see in our modified thought model below in figure 7.2 this is the point of origin 
for the real estate valuation process. Thus, level one represents the real estate object it-
self. At level one the real estate is described and placed into a category. The label or classi-
fication will have an effect all through the whole model from level one up to level five, 
where the real estate achieves its final value. 

 

Figure 7:2. Mattsson’s modified thought model highlighting level one. 

Since the chosen real estate appraisal method, at level three, is dependent upon what type 
of real estate object that is put under valuation, it is logic to start the analysis discussion 
with the real estate object as a reference point. Accordingly, the appraisers in this case sim-
ply provided us with their inside information illustrating their experience from different cli-
ent commissions. 

Empirical result - Main-Study: Real estate object 

Bryggan: 
Appraise all real estate types except villas and apartments. Everything that is commercial is 
appraised, for example residences, private owned apartment communities, hotels, shopping 
malls and golf courses. Bryggan more or less categorize all real estates except villas as 
commercial, but it can also be multi residence properties, office real estates, boutique prop-
erties and industrial real estates. The respondent points out that each real estate type 
achieves a unique type code originated from the taxation. As an example type code 320 
represents a real estate mostly containing residences (Bryggan, personal communication, 
2005-04-21). 

CVN: 
The most common real estate that CVN appraise is small private houses, entitled with type 
code 200, and included in this group are leisure houses, villas and divided farm properties 
with small land belongings. But CVN also appraise industrial real estates with type code 
400, and rental properties with type code 300. Type code 800 represents schools and oth-
ers. Real estates that do not have any taxation value are schools and health care properties 
(CVN, personal communication, 2005-04-24). 
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Forum: 
Works with appraisals such as commercial real estates, office real estates, boutique real es-
tates, multi residence properties, industrial real estates and forest land. Small houses are 
also appraised, but very seldom and Forum is not into that market since there is no money 
there. The Tax Department’s codes function as a foundation for rental properties and in-
dustrial real estates. Underline that there is a tendency to label the same real estate with dif-
ferent names, despite referring to the same object (Forum, personal communication, 2005-
04-22). 

Newsec: 
The real estates are labelled with type codes derived from the taxation standard. Newsec 
appraise commercial real estates, which is divided into rental residence properties with type 
code 320, a mixture between residence and office with type code 321, and industrial prop-
erties with type code 400. But, do not appraise villas and not private owned apartments. 
Newsec apply the available taxation standard since everybody in the market then know 
what you talk about. Also special units such as schools and health care properties with type 
code 800 are appraised. A health care property can be a real estate for business but at the 
same time be a residence property for elderly (Newsec, personal communication, 2005-04-
21). 

Svefa: 
The appraisers at Svefa cover appraisal of commercial real estates, which includes multi 
residence properties, office real estates, boutique real estates and hotels. Additionally, Svefa 
also appraise construction rights, industrial real estates, production facilities and ware 
houses. Sometimes the appraisers deal with appraisal of rare real estates such as golf 
courses, harbours, schools and other special properties (Svefa, personal communication, 
2005-04-21). 

Vasakronan: 
In nearly all cases the appraiser deals with appraisal of office real estates since Vasakronan, 
which is 100% owned by the Government, is a real estate company with specialization 
within office real estates. Sometimes residence properties are appraised. The appraiser has 
former experience from appraising residence properties, multi residence properties, indus-
trial properties and some farm land properties. If boutiques and offices are mixed in a real 
estate, the real estate is categorized after the main purpose or main usage of the real estate 
(Vasakronan, personal communication, 2005-04-27). 

VärderingsInstitutet: 
The appraiser uses the taxation as a categorization tool and appraises real estates such as 
small private houses, leisure houses and private owned apartments. The appraiser also deals 
with appraisal of industrial real estates, hotels, restaurants, rental residence properties, small 
farm properties and private owned apartment communities. Additionally, also rare real es-
tates such as Golf courses, camping properties and gas stations are appraised by the ap-
praiser (VärderingsInstitutet, personal communication, 2005-04-26). 

Achieved insights: Real estate object 

The experience is especially important for the credibility of what the respondents say 
within the subject. Holme & Solvang (1997) recommend a respondent sample similar to 
our selection based on a broad expertise group and state that the information content 
achieved then become more thought-through. Therefore, it is remarkable to realize that 
nearly all of the real estate appraisers we interviewed have been in the same business since 
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the late 1980s, more precisely 7 out of the total 9 real estate appraisers (for more details, see 
table 3.1 in section 3.3.2). Many of them know each other well and some have worked to-
gether before. As a significant example, one of the respondents spontaneously mentioned 
his former colleague, now working for another company. 

“It is a very small profession group /…/ everyone knows each other /…/ and I have for 
example worked with Sigvard Lundin (Newsec) a little here and there.” 

(Forum, personal communication, 2005-04-22) 

The appraisers’ collective experience covers real estates from small private houses to big com-
mercial real estates including mostly offices, boutiques and sometimes restaurants. A com-
monly shared experience among the appraisers seems to be industrial real estates. Addition-
ally, many of the appraisers possess experience that covers rare real estates such as shopping 
malls, schools, golf courses and churches. A more detailed list of what kind of real estates 
the interviewed appraisers brought up during the interviews is presented below (see table 
7.1). 

Table 7:1. Types of real estates the appraisers have experience from. 

Category: Small houses: Commercial real estates:
Industrial 
property:

Rare real estates:

Villa Leisure 
house

Rental 
housing Office Hotel Boutique Industry 

facility
Shopping 

mall
Sport 
facility

Golf 
course School Church

Bryggan

CVN

Forum

Newsec

Svefa

Vasakronan

Värderings-
Institutet  

 

As seen in table 7.1 above there are not many of the appraisers that mention the real estate 
category small private houses. Only CVN and VärderingsInstitutet discuss this type of real 
estate as a valuation commission income. Forum (personal communication, 2005-04-22) 
also declares they deal with small private houses, but stress it is very seldom and clearly 
states they are not interested in competing in that sub market. The reason is simple; the 
profit per property is low and thus it will demand a large quantity of small houses to equal 
profit deriving from large valuation projects, or as Forum puts it: 

“Small houses … that sub market does not provide enough income due to the tough competi-
tion.” (Forum, personal communication, 2005-04-22) 

The most common real estate valuation objects are the categories commercial real estates 
and industrial real estates. All of the real estate appraisers declare they have experience 
from these categories. Since the category “commercial real estate is a wide concept” (Newsec, per-
sonal communication, 2005-04-21), many types of real estates can be included within this 
category. The appraisers mention properties such as office real estates, hotels and boutique 
real estates and claim it can also be a mixture of these. Even though it maybe is not ex-
pected to be a common category, churches is mentioned frequently among the appraisers. 
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Also school properties and golf courses are included in the appraisers’ extensive experience 
list. It is exceptional to notice that Bryggan (personal communication, 2005-04-21) is the 
only real estate appraiser that mentions the category shopping malls. 

The table 7.1 above is perhaps not totally accurate covering all types of real estates appear-
ing on the Swedish real estate market. Most likely, it can also be the case that the table 7.1 
above fails to cover all the different types of real estates that each appraiser has experience 
from. However, the purpose with table 7.1 above is merely to provide an easy understand-
able overview of what types of real estates the appraisers deal with in their companies. 

When the respondents were asked to mention what source the real estate classification is 
based on, a majority of the respondents replied that the Swedish taxation (Fastighetstaxer-
ingslagen, FTL) served as a classification tool. Out of the 7 appraising firms 5 firms claim 
that they practice the taxation as a basis for the classification. Svefa (personal communica-
tion, 2005-04-21) and Vasakronan (personal communication, 2005-04-27) did not sponta-
neously relate to the taxation as a categorization source. Though, the reason is quite obvi-
ous for the appraiser at Vasakronan (personal communication, 2005-04-27) since they only 
appraise office real estates. An interesting perspective is that most of the appraisers knew 
the taxation type codes by heart and gladly shared them with us. 

“one-family houses have type code 220 / … / then we have industrial real estates with type 
code 400 /…/ then there are other real estates with type code 800, such as schools.” 
(CVN, personal communication, 2005-04-24) 

None of the 7 real estate appraising firms said they primarily used their own categories as a 
basis for separating the real estates into different groups. 

This empirical finding about a consistent categorization pattern can be seen as a proof of 
that the real estate appraisal business in Sweden apparently is highly standardized and con-
sistent. McParland, Adair & McGreal (2002) support this assumption and base their con-
clusion on the fact that in Sweden, according to their own survey, 81 % of the real estate 
appraisers have a real estate degree from the Royal Institute of Technology in Stockholm. 
Vasakronan has the same opinion and describes it in a similar way: 

“I believe that in most cases we have the same education background due to attending same 
Universities. Thus, I believe we work relatively similar.” (Vasakronan, personal com-
munication, 2005-04-27) 

In contrast to Sweden, McParland, Adair & McGreal (2002) found that in Germany and 
Holland valuers do not necessarily have to follow the same academic training in order to 
qualify as a valuer. Whether it is positive or negative, it is obvious that appraisers in Sweden 
seem to have a consistent education background, without other competing organizations 
saying differently. This is consistent with our empirical findings and Vasakronan highlight 
this in a similar way: 

Further, McParland, Adair & McGreal (2002) found in their survey that 97% of the ap-
praisers in Sweden are members of the professional body SFF (Samfundet För Fastighetse-
konomi). This is an astonishing high percentage level compared to Holland, Germany and 
France, where many different professional bodies dominate the membership list. Next to 
Sweden, France (58%) have most members united in the same professional body. Accord-
ing to McParland, Adair & McGreal (2002) the high membership percentage indicate the 
strength of the professional body SFF. Thus, a positive aspect is that guide lines therefore 
are given by only one professional body spreading a consistent pattern, which is in accor-
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dance to our empirical findings and the empirical survey result McParland, Adair & 
McGreal (2002) found. 

Appraisal Method 

After the initial interview question concerning level one in the modified thought model, we 
now will proceed further to cover level three in the model; namely the real estate ap-
praisal methods. Figure 7.3 below illustrate that the focus now is on level three in our 
modified thought model. 

 

Figure 7:3. Mattsson’s modified thought model highlighting level three. 

As we have stressed before, the chosen real estate appraisal method at level three is de-
pendent upon what type of real estate object (at level one) that is put under valuation. At 
this point we have achieved insight about what real estate objects the appraisers have ex-
perience from within their companies. Hence, it now makes sense to continue and try to 
find out what real estate appraisal methods the appraisers practice. We will now present the 
empirical findings from the interviews where the appraisers provided us with their inside 
information about the methods. 

Consequently, we asked the respondents the following question: 

Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

 

The answers we obtained from the respondents are presented below. 

Empirical result - Main-Study: Appraisal methods 

Bryggan: 
Bryggan use the area method to compare prices per square metre with other objects. They 
also use the net capitalization method. These methods are both a form of the ortspris 
method, which is built on a study of sold real estates. The area method is compared with 
the net capitalization method on a regular basis. Then Bryggan uses a cash flow based 
method that they refer to as the direct method. The result of the direct method is presented 
as a “likviditetsprognos” and as yield capitalization value (avkastningsvärde). The ortspris 
method is not used for special real estates. Bryggan claims that insurance companies in 
general use the production cost method, where the cost is relevant and not the market 
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value. A home made program for the valuation is made in Excel (Bryggan, personal com-
munication, 2005-04-21). 

CVN: 
The ortspris method is used for small houses and is also valid for some other properties. 
For industrial and rental real estates you perform a cash flow analysis based on income and 
costs. The avkastnings method based on income & costs during one year. CVN buys sales 
made from Värderingsdata, and then search for comparable sales in that program. Tax 
method (CVN, personal communication, 2005-04-24). 

Forum: 
Forum practise the “ortspris” method. The achieved value is calibrated with key terms 
based on a calculation period of 1-5 years. Also uses the net capitalisation method with a 1-
year base. Forum always use their Cash Flow model, which can be in form of a detailed 
study of the first 5 to 10 years. They use a self-developed valuation model in Excel, which 
they sell to other companies (Forum, personal communication, 2005-04-22). 

Newsec: 
Newsec uses the following methods; the “ortspris” method, the area method, the tax 
method and the net capitalisation method. In 99% of all cases Newsec use the Cash Flow 
calculation usually based on a 5 years calculation period. They also use the “avkastnings” 
method. The core of the calculation frame is self-developed. Newsec’s computerised valua-
tion program Datscha is a well-known calculation program that they sell to public (Newsec, 
personal communication, 2005-04-21). 

Svefa: 
Svefa uses the “ortspris” method. The method provides a value as an interval that they 
then compare with other key terms. Svefa practise perform Cash Flow calculations. The 
“avkastnings” method that they use is based on income & costs from the real estate that fi-
nally provide a value. Svefa claims that the production cost method is more or less the 
same as an indirect “ortspris” method. The calculation frame they use when performing the 
valuation is a self-developed program (Svefa, personal communication, 2005-04-21). 

Vasakronan: 
Vasakronan practise a Cash Flow method for their calculations, which mostly is based on 
10 years but sometimes even 25 years. The calculations are based on a normalized net op-
erating income. Vasakronan practise investment calculations for reconstruction valuations. 
The frame Vasakronan uses for performing the valuation is a self-developed Excel based 
program. This program is insufficient at the moment and Vasakronan have plans to buy a 
new external valuation program (Vasakronan, personal communication, 2005-04-27). 

VärderingsInstitutet: 
Methods that VärderingsInstitutet uses are the “ortspris” method and the area method. 
They perform Cash Flow calculations. The “avkastnings” method used is based on a net 
operating income over 4 to 5 years. Banks are happy with calculations based on merely a 
period of 1 year. The production cost method is sometimes used when required. Värder-
ingsInstitutet often perform hand made calculations since it is more convenient (Värder-
ingsInstitutet, personal communication, 2005-04-26). 

Table 7:2. Empirical result of the methods used by Swedish appraisers. 

Bryggan: Direct method: Ortspris method: Area method & Net capitalizing method. Cash Flow 
based method. Avkastning method. Results presented as likviditetsprognos and as 
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avkastnings value. Excel based program. 

CVN: Ortspris method: (small houses & partly other properties) Area method, Tax method. 
Avkastning method based on income & costs (1year). Buy sales made from Värder-
ingsdata. Search comparable sales in their program. 

Forum: Ortspris method: Calibrate Key terms (1-5 years). Net capitalizing method (1 year). Al-
ways use the Cash Flow model! (detailed study of first 5 - 10 years). Self-developed 
valuation model in Excel, sell it to others. 

Newsec: Ortspris method: Area method, Tax method, Net capitalizing method. 99% Cash Flow 
calculation (5 years). Avkastning method. Self-developed. Datscha is sold to public. 

Svefa: Ortspris method: Provide an interval, compare Key terms. Cash Flow calculation. 
Avkastning method based on income & costs provide a value. Production cost 
method = Indirect Ortspris method !! Self-developed program. 

Vasakronan: Cash Flow calculation (10 years, max 25 years) based on normalized Net operating in-
come. Investment calculation for reconstruction. Self-developed Excel based. Plan to 
buy new program. 

Värderings-
Institutet: 

Ortspris method: Area method. Cash Flow calculation. Avkastning method (Net op-
erating income over 4-5 year, banks happy w 1year). Production cost method. Often 
hand made calculations!! 

 
Achieved insights: Appraisal methods 

It seems that most of the respondents have a consistent opinion about the methods (also 
referred to as being models, principles or as pure calculations). 6 out of 7 appraisers men-
tion they use the “ortspris” method. Out of the six respondents that utilize the ortspris 
method 4 appraisers mention that they use the area method. The area method is presented 
in LMV (2004) as one method included as a part of the “ortspris” method. Further, three 
of the respondents point out they are also using the net capitalisation method, which also is 
supported by LMV (2004). The exstensive use of “ortspris” method is consistent with what 
following authors already have confirmed in their research; Forsberg & Karlsson (1994), 
Jansson & Nylund (2002), Lundström (1980) and Ekelid, Lind & Lundström (1998). 

Further, all of the respondents mention that they use at least one of the methods within the 
“avkastnings” method. According to LMV (2004) the “avkastnings” method is constituted 
by the cash flow method and the income/cost method. The cash flow method is used by 6 
out of the 7 respondents. Newsec underlines the extensive use of the cash flow method; 

“In 99% of the cases we use the cash flow calculation.” (Newsec, personal communica-
tion, 2005-04-21) 

CVN (personal communication, 2005-04-24) mentions that the cash flow method is not 
used during the appraisal commissions. However, the income/cost method is used for 
rental real estates. The appraisers use of an income based method, which is consistent with 
what Jansson & Nylund (2002) and Ekelid, Lind and Lundström (1998) also have found. 
The use of “ortspris” method, the “avkastnings” method and the cash flow method is con-
sistent with professor Lundström’s opinion; 

“99% of all valuations that are performed to estimate a market value market related meth-
ods are used… cash flow methods, yield capitalization methods and market comparison meth-
ods and all are market related methods.” (Lundström, personal communication, 
2005-04-20) 
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An interesting difference between the respondents that use the cash flow method is the 
time period which they base their calculations on. Three of the respondents stress they use 
a time period of about five years. Forum (personal communication, 2005-04-22) stresses 
that they use a calculation period of five to ten years. Then, what is remarkable is that CVN 
uses calculation periods of one year and that Vasakronan (personal communication, 2005-
04-27) uses calculation periods of 10 to 25 years. 

The production cost method is not preferred as a value estimating method. However, it is 
used for some occasions, especially for international commissions (see section 7.4). The 
observed usage of the production cost method is consistent with what LMV (2004) and 
Ahlström (1989) conclude. 

Another remarkable aspect is the high level of computerized models used by the appraisers. 
Three of the seven respondents mentioned that they use self-developed Excel based valua-
tion programs. Newsec and Svefa explicitly state that they use self-developed computerized 
models. However, the interviews did not reveal whether these computerized models were 
based on Excel or other more advanced applications. 

The ”ortspris” method 

 

Figure 7:4. Methods used by the Swedish appraisers. 

The dominating methods used by the Swedish appraisers are the “ortpris” method, the 
“avkastnings” method and the cash flow method. These methods are labelled with a num-
ber one (1) illustrating their importance as tools when performing valuations. The produc-
tion cost method is rarely used and is seen as a method to use only when the other meth-
ods are insufficient. Thus in the figure 7.4 above the production cost method is provided 
with a thin dotted arrow representing the vague usage to achieve a real estate value. Ac-
cordingly, the other methods; the “ortspris” method, the “avkastnings” method and the 
cash flow metod, are instead provided with a thick arrow demonstrating a strong relation to 
the final real estate value, since they in almost all cases are used by the appraisers. 

7.2 Factors affecting the real estate value 
The second problem question we investigated was related to what factors that have influ-
ence on the final value of the real estate when performing the valuation. We wanted the 
appraisers to reveal the most important factors (level two in the model) that affect the final 
real estate (level five in the model). The role that these factors play, as we earlier have ex-

The ”avkastnings” method 

The cash flow method 

The production cost method 

 

1 

1 

The Value 

1 
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plained in section 3.2.6, are to act as integrated adjusting parameters in the real estate 
methods where they (at level three in the model) are caught as a signals. 

We have now gone through the first problem question covering level one and level three. 
Level one outlined what type of real estate that is undergoing valuation, which affects what 
type of real estate method that is being used. Level three revealed what appraisal method 
that is practiced depending on the type of real estate object that is undergoing valuation. 

Hence, we will now continue with the second problem question that covers level two in the 
modified thought model, namely the factors affecting the real estate value. As shown in 
figure 7.5 the focus is now set on level two in our modified thought model. 

 

 

Figure 7:5. Mattsson’s modified thought model highlighting level two. 
 

Therefore, the next logic step was to ask the respondents the following question: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

Below in the following text we summarize the empirical findings from the interviews con-
cerning problem question two. 

Empirical result - Main-Study: Factors affecting the value 

The answers we obtained from the respondents are presented below. 

Bryggan: 
The location decides the rent level, and the higher rent level the higher value. It is the rent 
contract that mostly is being appraised providing an up to date rent level for the real estate. 
Bryggan explains that boutiques at the bottom floor towards a main street have the highest 
rent. The taxation values are needed to calculate the tax cost for the real estate, and are 
constantly updated. A building with a long lasting construction quality affects the value, but 
not as much. In general we set a too high level of operating & maintenance costs (Bryggan, 
personal communication, 2005-04-21). 
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”My professor Erik Persson said that there are three factors that decide the value of the real 
estate; it is the location, the location and the location.” (Bryggan, personal 
communication, 2005-04-21) 

CVN: 
You have to look at where the real estate is located. It matters a lot if the real estate has a 
central location in a town and is in good condition. The location is the primary factor af-
fecting the value. A damaged real estate or lack of maintenance affects the real estate value 
negatively. Attractive surrounding characteristics or extra equipment related to the real es-
tate, which makes it easier to sell, of course affect the value positively (CVN, personal 
communication, 2005-04-24). 

Forum: 
Factors that affect the real estate value are in practice the net operating income and the 
yield capitalisation demand (avkastningskrav) and both of them are strongly affected by the 
location and the condition of the real estate. The net operating income consists of income 
and costs and that is what you look for, combined with the rents that you know you will 
receive and the rents you believe you will receive. The rent can be lowered or raised de-
pending on when rent contracts are terminated and how high current and future vacancies 
are. A real estate in bad condition costs more and gains less rent income. Forum explains 
that boutiques separated by only 100 m at a city centre can vary in rent from 7,000 down to 
1,000 SEK per square metre, depending on the location (Forum, personal communication, 
2005-04-22). 

“You usually say that the location, the location and the location affect the real es-
tate value, there is much in that.” (Forum, personal communication, 2005-04-22) 

Newsec: 
The value of a real estate is the income minus the costs, where the income are the rents 
from the real estate and finally the rents are derived from the rent contracts signed with the 
tenants. Vacancies in a real estate play a role for the value. The condition of a real estate af-
fects the value, which is revealed during an inspection. Newsec look at the current rent 
contracts and the rent level, which both have a big influence on the value, but also stress 
that you have to consider the location of the real estate, which indeed is dominating for the 
value. The type of real estate is also relevant for the value (Newsec, personal communica-
tion, 2005-04-21). 

Svefa: 
Rent income and costs for the real estate provide a value that is compared with the market. 
In general the location and the rental contract situation are the factors that affect the value. 
Svefa analyzes the rental contracts related to the real estate per contract and not aggregated 
as a total real estate income. Important factors such as condition and standard of the real 
estate are examined during inspections. The inspection reveals current and planned need 
for maintenance and if the condition of the real estate is poor it will affect the value nega-
tively. In the opposite situation when the standard and the condition are high these factors 
affect the value positively due to low demand for operation and maintenance (Svefa, per-
sonal communication, 2005-04-21). 

Vasakronan: 
Vasakronan mentions important factors such as the real estate condition and standard. The 
location of the real estate has to be attractive and easily accessible, it must have satisfying 
transportation communications and parking possibilities. The location together with the 
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condition and standard affect the rent, which steers the value. Vasakronan claims that, his-
torically until a couple years ago, you generally said that 

“…only the location, the location and the location…” (Vasakroan, personal 
communication, 2005-04-27) 

were the factors, which directly affected what people were willing to pay in rent. Nowadays, 
that viewpoint is not valid anymore and instead the real estate condition and standard now 
to a larger extent also decide the rent level. The rent level potential of the real estate means 
a lot for the value. It can be a problem to set the final value if lacking insight into all the 
rental contracts forming the overall contract structure of the real estate, since these reveal 
current and future vacancies (Vasakronan, personal communication, 2005-04-27). 

VärderingsInstitutet: 
The factors that affect the value are the location, the location and again the location. 
The condition and standard of the real estate together with the need for maintenance also 
affect the value. (VäreringsInstitutet, personal communication, 2005-04-26). 

Achieved insights: Factors affecting the value 

Among all of the appraisers it seems to be a logic truth that the location is the number-
one factor that mainly affects the rent level, which in its turn has a large impact on the final 
real estate value. Some of the appraisers even underlined the relative importance of the lo-
cation by repeating the word three times. All the 7 respondents agreed upon that the loca-
tion is an important factor. However, one of the respondents did not fully agree. Vasak-
ronan (personal communication, 2005-04-27) partly disagreed about this general “truth”, 
and instead claims that nnowadays the condition and standard of a real estate to a larger ex-
tent decide the rent level. Accordingly, it is not an astonishing surprise that all of the theo-
retical sources we looked through also support the location being one of the most impor-
tant factors affecting the final real estate value. Hence, our empirical findings about the im-
portant factor location are supported by the theoretical framework sources LMV (2004), 
Jaffe & Sirmans (1995), and Ahlström (1989). Further, our empirics are also consistent with 
what the researchers Hedskog (1991) and Lundström (personal communication, 2005-04-
20) at KTH has concluded in their studies. 

Another factor that affects the value is the condition of the real estate. Once again, all the 
7 appraisers seem to stand united behind the fact that the physical condition of the building 
is of high importance for the value. LMV (2004) and Jaffe & Sirmans (1995) support what 
we found in our empirical study. Also Lundström’s (2005-04-20) academic perspective con-
firms our finding about the condition. The study by Jepson & Wikman (2001) is also in ac-
cordance to what we found. Though, Hedskog (1982, 1991) does not mention this factor at 
all. It is reasonable to agree when Svefa (personal communication, 2005-04-21) argues that 
a modern real estate with high standard interior and new equipment consequently in the 
near future is not in need for a large modernization and therefore is related with low main-
tenance costs. If the real estate is damaged somehow, there is obviously an immediate need 
for repair, which adds up the costs for keeping the standard level of the property at the 
original standard level. Svefa (2005-04-21) and Forum (2005-04-22) argue that these costs 
reduce the net rent income and thus affect the value negatively. 

Rent is an important factor in which other factors are reflected. 5 out of the 7 respondents 
mention the rent level as an important factor. LMV (2004), Jaffe & Sirmans (1995) and 
Jepson & Wikman (2001) support our empirical finding. LMV (2004) claims that the rent is 
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closely related to the location and states that when the value of a location is positively af-
fected the rent level indirectly follows along and the value increases. Bryggan, Newsec and 
Vasakronan explicitly explain this chain relation. Lundström (personal communication, 
2005-04-20) agrees with this connection where location is reflected in the rent and stress 
that rent is the most important factor. 

Besides the rent level there are other closely related factors such as the rent contracts and 
the contract structure. Bryggan (2005-04-21) clarifies that it is the rent contract that 
mostly is being appraised, to which 5 of the 7 respondents agree. In the pre-study interview 
Lundström (2005-04-20) explained that long trustworthy contracts provide a favourable 
contract structure that often leads to an increased value. Vacancies are interrelated with 
rent level and rent contracts since vacancies tell how much rent that can be derived from 
the real estate. Only 3 of the 7 appraisers consider vacancies as a relevant value affecting 
factor. Neither the contract structure nor vacancies are commonly mentioned in the litera-
ture we covered, which can be seen as quite odd due their relative importance. Only Jaffe 
& Sirmans (1995) mention vacancies as a relevant factor. 

 

Figure 7:6. Factors affecting the final real estate value. 

The rent level and the location are the factors that according to the appraisers affect the fi-
nal real estate value the most. These factors are obviously the most important factors and 
thus they are labelled with the number one (1) to highlight their importance. Moreover, 
these factors have been provided with a thick arrow to even stronger illustrate their impor-
tance for the value. Notice that the factor location directly affects the value but at the same 
time also indirectly affects the value via the factor rent. 

The condition and standard level of the real estate are factors that the appraisers mentioned 
as being the most important after location and rent. Therefore these factors are labelled 
with the number two (2) to stress also their importance. These factors have been provided 
with a smaller arrow to demonstrate their relative importance for the value. Notice that 
also in this case these factors both direct and indirect affect the value. Thus there are one 
arrow pointing directly towards the value and another arrow pointing towards the rent 
leading to an indirect influence on the value. 

 The Value 

The Rent 
Level 

The Loca-
tion 

Rent Con-
tracts 

Rent 
Structure 

Condition & 
Standard 

Other fac-
tors* 

1

1

Vacancies

2
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The factors rent structure, rent contracts and vacancies more or less indirect have an effect 
on the final real estate value via the factor rent. According to the appraisers these factors 
are not of high importance for the value. Hence, these factors have been provided with 
thin arrows to illustrate their importance. 

There are however many factors that affect the value. The real estate appraisers mentioned 
a lot of factors, but we have decided to focus on the most important factors that the ap-
praisers mentioned most frequently. Also in the appraisal framework (see chapter 4) there 
are factors we in this discussion do not bring up. Thus, we merely illustrate all of these fac-
tors in one group factor and label them as Other Factors*, as shown in the figure 7.6 
above. 

7.3 New usage situation causing valuation problems 
The third problem question we investigated was related to what valuation problems that 
may occur when changing the usage of an old real estate to a new usage situation. The ap-
praisers were asked to give their expertise concerning new usage valuation problems caused 
by uncertain information such as future benefits or future reconstruction costs that affect 
the final value. 

Changing to a new usage situation is concerned with adjustments of the real estate value. 
These adjustments are seen as actions that take place at level four in the modified thought 
model, see figure 7.7 below. From section 3.2.6 we conclude that: The preliminary real es-
tate value achieved from the appraisal methods (the signal) at level three are at level four 
undergone an adjustment (the action) due to the new usage situation. Further, these ad-
justments lead to different valuation results at level five where the final real estate value 
(the effect) is attained. 

Thus, we will now proceed with a presentation of the third problem question, which covers 
level four in the modified thought model, namely the new usage situation causing valuation 
problems. As shown in figure 7.7 the focus is now on level four in the modified thought 
model. 

 

 

Figure 7:7. Mattsson’s modified thought model highlighting level four. 
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Consequently, the next step was to ask the respondents the following question: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

Below in the following text we summarize the empirical findings from the interviews con-
cerning problem question three. 

Empirical result - Main-Study: New usage situation 

The answers we obtained from the respondents are presented below. 

Bryggan: 
The usage situation can be changed from an office building to residences. The real estate 
owner needs to consider whether it is worth making the changes. The appraiser has a start-
ing value of the real estate as lodgings gained from a simulation. For example, the number 
of apartments has to be considered as well as the area, the space needed for storeroom and 
so on. A value can be estimated in the situation before and after the reconstruction is car-
ried out. One value is calculated for the real estate as an office building and one as lodg-
ings. The value of the real estate will hopefully be higher after the reconstruction. This in-
creased value is then compared with the estimated construction costs and this is the answer 
whether a reconstruction is profitable or not (Bryggan, personal communication, 2005-04-
21). 

CVN: 
There might be a taxation problem. The changed usage will imply a different taxation. If 
the real estate was free from taxes before and a changed usage situation will imply that the 
real estate will be taxed. In a reconstruction situation where the new usage will be lodgings 
instead of offices, the real estate value then has to include the new usage situation. It might 
be hard to estimate the costs for the reconstruction. The seller will get paid for the real es-
tate in present condition. How the buyer chooses to use the real estate does not affect the 
deal. 

 “The value of the real estate is determined in accordance with the ongoing activity. If the ac-
tivity would change to offices the value will be different.” (CVN, personal communica-
tion, 2005-04-24). 

The appraiser needs to consider the future usage of the real estate and what the rent might 
be for that situation. A changed usage situation can affect the value of the real estate. Dif-
ferent levels of rent can be valid for different usage situations, which affect the calculations 
that the appraiser is putting together. CVN has experience from appraisal of a church re-
lated with alternative religious activities. The activity, in that case, was going to continue 
but a superstructure was going to take place (CVN, personal communication, 2005-04-24). 

Forum: 
A cost estimation for changing the building has to be made. It might be waiting time for 
the change to be possible. It is necessary to consider whether the real estate has reached the 
economical life length, which can be the case even though the real estate at present is in a 
good condition. It is important to take this kind of discussion into consideration. The 
building permit also influence the valuation performed related to the new usage . 

In a new usage situation via reconstruction the appraiser needs to estimate the value of the 
real estate as it is after the construction project is finished. The costs also need to be con-
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sidered. One example is Skatteskrapan, where the new usage situation will be student resi-
dences. Forum claims that there is no problem estimating a value of the real estate includ-
ing student residences. A particular problem in this very example is that the reconstruction 
costs exceeded the new value achieved of reconstructing the real estate. Unfortunately the 
project was not blown off when the expenses of reconstruction surpassed the future esti-
mated income. This kind of reconstruction is usually not started out at all if the present us-
age situation is working. If the reconstruction of Skatteskrapan would imply an increased 
value Vasakronan would have assumed this when the price was set (Forum, personal com-
munication, 2005-04-22). 

Newsec: 
The first thing to consider is the reconstruction costs. Next phase is to estimate the value 
after a reconstruction is realized, with new rents included. The owner is presented with the 
two values and have to consider whether it is profitable. An alternative is that the owner es-
timates the costs for reconstruction. The owner then might want the appraiser to look at 
the value including a reconstruction potential for lodgings or offices that can be accounted 
for a future speculator. It is then assumed that the building plan will be changed and the 
building permit will be approved, which is not seen as a problem. The change of usage 
situation will probably be a positive thing for the real estate. 

In the example of Skatteskrapan, the buyer considers the value of the real estate at present 
condition with current activity. The reconstruction of Skatteskrapan became so expensive 
that the deal was unprofitable and it is the buyer that must understand it can be that expen-
sive. The highest value of the real estate in this case is the market value and it considers the 
present use. If an overvalue existed, Vasakronan would present the value of the real estate 
of today and the overvalue when the real estate is reconstructed. This higher value would 
then lie in a construction right. In this case the purchase amount together with the recon-
struction exceeded the value, which is why the sale was carried out in accordance with the 
present use. 

The real estate should be valued from the present usage and from another usage situation. 
Then it is up to the owner to take a decision what to do. If this is a negative investment, 
what positive development might it have on other real estates in the area? The alternative 
usage must always be considered. When considering a church, most likely the permission is 
merely given for church activities. If there is another usage considered for the real estate 
but the construction right only permits the current activity, then the value is only found in 
the current usage (Newsec, personal communication, 2005-04-21). 

Svefa: 
The same methods are used even if there is a change of usage situation, only reconstruction 
costs are added. These costs can be found in construction statistics. A judgement is needed 
concerning what type of reconstruction that will take place. The situation might be a prob-
lem for the appraiser, the purchaser, the seller and the credit institution. There is a high un-
certainty in the value and the market participants’ estimation of values might differ a lot. 

“There is no correct value!” (Svefa, personal communication, 2005-04-21). 

The buyer might pay an amount considered reasonable, but the credit institution might not 
want to agree on a mortgage at that high level. In the case of Skatteskrapan it was possible 
to apply for more construction rights. The expected value of the real estate including all 
possible construction rights was higher than the final value related to the decision of carry-
ing out the reconstruction. The reconstruction costs were not matched by any increased 
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value through the construction permit. In the case of changing the usage situation from a 
church to something else an alternative usage have to be considered. The environment 
around the church is also studied. The market adjusted rent also has to be estimated. It is 
up to the appraiser to find comparable rental objects and search for similar rent levels 
(Svefa, personal communication, 2005-04-21). 

Vasakronan: 
When estimating the value of a real estate with multi usage alternatives it is important to 
determine what usage that provides the largest potential. Costs often are underestimated 
and thus an alternative might seem better than it really is. An example might be a real estate 
constituted by offices that has a higher potential as lodgements. The potential condition of 
a sale situation should be inspected, which can be presented for the buyer indicating that 
there are possibilities of a higher value if the real estate changes the usage. 

It is important to estimate the reconstruction costs when valuating a real estate that will be 
reconstructed for a new usage. When the appraiser estimates the reconstruction costs they 
tend to be lower than the real costs arising from a reconstruction. If a seller has collected 
information about the reconstruction costs and decided not to proceed with the project, 
this can lead to a better deal since the reconstruction costs are often underestimated by the 
market. 

According to Vasakronan, the price of Skatteskrapan was already set in accordance with the 
best usage, which was usage as an office building. The market value was set as office usage 
and probably differed from the value related to usage as student residences. However, the 
value was set with the current usage. It is up to the seller to consider different alternative 
usage situations and thereafter demand a corresponding price. The seller calculates all pos-
sible usage situations and then requires the highest possible price based on the calculations. 
It is then up to the buyer to decide what to do with the building (Vasakronan, personal 
communication, 2005-04-27). 

VärderingsInstitutet: 
There can be a conflict concerning the present construction plan. Credit institutes might 
misunderstand the situation and thus the appraiser is presented with incorrect information. 
There is usually no problem with appraising a real estate. In a situation where there might 
be doubts of what method to use the appraiser can for instance use two methods and 
compare the values resulting from the two. The effect on the value after a reconstruction 
depends largely on what type of change that is carried out. If an industrial real estate is 
changed to a commercial real estate, generally a higher rent can be demanded for the com-
mercial real estate. If there is a potential for a new usage situation for the real estate and a 
reconstruction is necessary, the appraiser is often making a pre-valuation of the project. 
The estimated value then concerns the real estate after the reconstruction. Sometimes the 
value of the real estate is considered in the present condition, the investment is then com-
pared with the estimated increase in value and often those two differ. 

For real estates like Skatteskrapan where a value must be estimated, it can be a good idea to 
estimate the value after reconstruction and calculate the rental income based on no vacan-
cies. Then by calculating backwards, the size of the investment must be considered in order 
to get the reconstructed condition. This investment is then deducted from the value. The 
question of what the valuation will consider depends on how far the process has gone. 
Two values might be considered, one in present condition without reconstruction and one 
including the construction permit. A third case is a pre-valuation where it is assumed that 
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the real estate will have apartments at a stated time in the future (VärderingsInstitutet, per-
sonal communication, 2005-04-26). 

Table 7:3. Empirical result of new usage causing valuation problems. 

Bryggan: Starting value gained from simulation. Value can be calculated before and after recon-
struction. Change in value compared with reconstruction costs. 

CVN: Changed use implies changed taxation. It should be noted what use situation the esti-
mated value considers. The value in the present condition is the relevant value in a sale 
situation where reconstruction is not yet made. 

Forum: Consider if real estate reached economical length of life. Estimation of value when re-
construction made. 

Newsec: Start considers reconstruction costs. Estimate value after reconstruction made. New us-
age situation not seen as problem. Appraised from present use and another usage situa-
tion. Important consider alternative use. 

Svefa: Same appraisal methods used. Adding reconstructing costs. Situation might be problem 
for appraiser, purchaser, seller or credit institution. 

Vasakronan: Important decide in what usage largest potential exist. Important to estimate reconstruc-
tion costs. Costs often underestimated.  

Värderings-
Institutet: 

Might be conflict with construction plans. No problem appraising real estate. Estimated 
value concerns real estate after reconstruction made. Sometimes comparative valuation 
between before reconstruction value and after reconstruction value. Investment com-
pared to increase in value from reconstruction. 

 

Achieved insights: New usage situation 

The opinions differ between the appraisers concerning the new usage situation. 4 of the 7 
appraisers stress that the appraisal should consider the new as well as the old usage situa-
tion. 3 of the 7 appraisers only mentioned the new usage situation when discussing the ap-
praisal of new usage. These empirical findings about the respondents’ opinions are consis-
tent with what Hedskog (1991) conclude in his study. According to Hedskog (1991) the 
value should consider the old usage if a reconstruction has not been carried out and the 
new usage if a reconstruction has been carried out. Further, CVN (personal communica-
tion, 2005-04-24) and Newsec (personal communication, 2005-04-21) state that the ap-
praiser should consider the new rents from the new usage situation. Professor Stellan 
Lundström’s (personal communication, 2005-04-20) opinion in this matter is also in accor-
dance with our empirical findings. 

However, a general problem discussed, not necessarily seen as a problem for the respon-
dent, is the cost estimation. All appraisers mentioned that cost estimation is necessary in a 
new usage situation. Vasakronan underlines a problem with estimating the costs in the fol-
lowing way; 

“A problem for the appraisers today in the appraisal companies is that they often underesti-
mate the actual costs concerning operation & maintenance and reconstruction.” (Vasak-
ronan, personal communication, 2005-04-27). 

The costs were one of the factors the professor mentioned as upcoming factors of impor-
tance in a new reconstruction situation (Lundström, personal communication, 2005-04-20). 
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Another problem concerns the taxation. CVN (personal communication, 2005-04-24) men-
tioned that the new usage situation might imply a new taxation. This can then lead to in-
creased costs through taxation, or naturally the opposite. CVN was the only appraiser that 
brought up this issue. However, it seems to be a rather important aspect that affects the fi-
nal costs. There are several other aspects the appraiser also needs to consider in a new us-
age situation via reconstruction; such as number of apartments (in case of residential real 
estate) and the available space in the reconstructed real estate (Bryggan, personal communi-
cation, 2005-04-21). Another important factor that needs to be taken into consideration is, 
according to Forum (2005-04-22), whether the real estate has reached the economical life 
span; 

“…even though a real estate is in a good condition it might have reached its economical life 
span.” (Forum, personal communication, 2005-04-27) 

This is consistent with Hedskog’s (1982, p. 18) definition of functional life length. Accord-
ing to Hedskog (1982) the functional life length is bound to the usage situation in the real 
estate. Hedskog also draw this further and discuss a technical life span which is emanating 
from the material used in the real estate (Hedskog, 1982, p.18). Vasakronan underlined that 
it is important for the appraiser to estimate in what usage situation the largest potential lies. 
This is one of the problems Hedskog mention for new usage situations (Hedskog, 1982, p. 
17-18). A majority of the appraisers, 6 out of 7, could relate answers to Skatteskrapan. Fo-
rum, Newsec and Svefa (personal communication, 2005-04-21) pointed out that a problem 
in the case of Skatteskrapan was that the reconstruction costs were higher than the in-
creased value from reconstruction.  

Achieved insights: The Final Real Estate Value 

For making the discussion complete, we will here end up presenting a short discussion 
about the final real estate value at level five, which is the final part in our modified thought 
model. In the figure 7.8 below the focus is now on level five our in the model. 

 

Figure 7:8. Mattsson’s modified thought model highlighting level five. 

The estimated value is nothing more than estimation by the appraiser. Svefa illuminated 
this when answering our question about the correct value; 

“There is no correct value” (Svefa, personal communication, 2005-04-21) 
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Further, Svefa (2005-04-21) stress that their value serve as a foundation for the buyer and 
the seller. Newsec (personal communication, 2005-04-21) also agrees with this statement. 
The price paid in the end might be higher or lower than this estimated value. Newsec ex-
press this further when stating that the purpose is to come as close as possible to a market 
value. This is also mentioned by Vasakronan (personal communication, 2005-04-27). The 
value Svefa and Newsec discuss is rather consistent with IVSC’s definition of market value. 
It is then up to the buyer and seller to come up with a price using the estimated value as a 
foundation. 

7.4 International real estate appraisal methods 
The fourth problem question we investigated was to find similarities or differences be-
tween Swedish and foreign valuation methods that the respondents were aware of. The re-
spondents were confronted with the following question: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

Additionally, we also decided that we within this area should perform a deeper theoretical 
study to reveal what the major similarities and dissimilarities are according to academic 
theorists. This is dealt with as a second part in this sub section and will be put in relation to 
the answers provided by the respondents. 

Empirical result - Main-Study: International methods 

The answers we obtained from the respondents are presented below. 

Bryggan: 
Swedish appraisal is good. German appraisers used the production cost method for a long 
time. The principles are the same. The methods used internationally are the same, but the 
systems are different, such as the rental system. There are many international investors in 
Sweden now (Bryggan, personal communication, 2005-04-21). 

CVN: 
CVN has no specific contact with international valuation methods and lack insight into 
how the methods in Sweden differ compared to foreign methods (CVN, personal commu-
nication, 2005-04-24). 

Forum: 
Sweden is a transparent country, where almost all data are official. In Germany a trend of 
transition exist changing to calculations based on periods of one year. The transparency in 
Sweden facilitates what kind of appraising can be done. There are different conditions or 
prerequisites in the legal system concerning rental agreements. Sweden has index-linked 
agreements lasting four to five years. This leads to prerequisites for some way of calculat-
ing. If other countries have a rather strict procedure with fixed rents over a period of ten 
years and then you need to contact legal authorities, it seems rather complicated. 

“Generally, I presume, international valuation methods are not to the same extent as Sweden 
focused on cash flow calculations and computerized methods.” (Forum, personal com-
munication, 2005-04-22) 

Forum has more commonly contact with international appraisal methods. It becomes more 
common with international investors. Some contacts with German banks and institutes. 
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They are a little bit more directed towards the “spikräknar” method, an alternative version 
of the production cost method. The Germans usually demand costs for reproducing the 
whole real estate as new, which is not demanded by any other international clients. The 
German clients are less demanding concerning specific methods, they trust Swedish ap-
praisal and also make use of Swedish advisors they trust (Forum, personal communication, 
2005-04-22). 

Newsec: 
The Swedish appraisal is strong internationally. International standards are given by RICS 
in the Blue Book. Appraisal methods used in Sweden also apply internationally. Some 
valuations are made for German banks and they often require city analyses concerning 
signed rents, comparative real estates that are sold. An international effect on Swedish ap-
praisal is due diligence, which is carried out before investing in a real estate. Due diligence 
is a technical inspection of the real estate, carried out from an environmental purpose. It is 
very expensive but is increasingly common starting a few years back in time. The Swedish 
transparency makes information less expensive, which is a positive factor appreciated by in-
ternational investors. 

 “The international valuation methods are equivalent; however foreign clients rather require 
an extension of information.” (Newsec, personal communication, 2005-04-21) 

Newsec has contact with international valuation methods when banks are demanding ex-
tensions of the appraisal. In England it is rather hard to get a certificate for real estate ap-
praisers. American, British and German companies often demand separate estimated values 
for the real estate as land and building. A market value is determined and is often amplified 
with a separation of the value of the land and the building and a reproduction cost. A sepa-
ration is also made in the Swedish taxation. The reproduction cost is often of interest from 
an insurance perspective since the market value and reproduction cost often differs 
(Newsec, personal communication, 2005-04-21). 

Svefa: 
The Nordic countries are similar to Sweden. Germany, England and the US usually require 
three value judgments. One considers the real estate in the present condition, one concerns 
the real estate when it is empty and one when new agreements are signed and market ad-
justed rents are considered. The Swedish transparency is highly appreciated. International 
clients are often surprised when they see the Swedish real estate system where paid prices 
for a real estate can be seen and who the buyer was. This is not the same on the interna-
tional market. Often, there is no such official information. Usually the Swedish appraisal 
methods are used when valuations are made for international clients, but adjustments are 
made according to their demands. The requirement on the three values can be estimated by 
Svefa with a cash flow calculation. 

There is a larger perspective concerning the risk judgment if the three different estimated 
values are used in a granting of credit. By taking the lowest value, you have got the lowest 
value indicating the worst case scenario. It is a kind of sensitivity analysis. The Swedish 
credit lenders also have this analysis included with different levels concerning the mortgage. 
The international methods are more concentrated on risk and sensitivity analysis than the 
Swedish methods. In Germany the appraisers often make detailed calculations of the dif-
ferent values of the buildings or parts of the buildings. For example they use the “spik-
räknar” method. Using the “spikräknar” method is not really contributing to a value, it is 
rather showing the exact cost for the real estate (Svefa, personal communication, 2005-04-
21). 
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Vasakronan: 
Swedish appraisal is concerned with high quality. International real estate appraisals meth-
ods are very expensive and much broader. Vasakronan has some contact with international 
investors (Vasakronan, personal communication, 2005-04-27). 

VärderingsInstitutet: 
The appraiser has no real life experience from international valuation methods. Only from 
what is claimed by the academic researchers Stellan Lundström and Erik Persson. From 
what is said by these researchers Swedish appraisal methods stand up pretty well. They talk 
about introducing a certification of valuers in a way for Sweden to be far ahead in Europe. 
The appraiser has made some valuations for international buyers, but only valuations of 
summer cottages. Made some valuations with the American embassy as a client (Värder-
ingsInstitutet, personal communication, 2005-04-26). 

Table 7:4. Empirical result of appraisers’ relation to international methods. 

Bryggan: German appraisers for a long time used production costs. International appraisal meth-
ods the same. Different systems such as the rental system. 

CVN: No contact with international valuation methods. 

Forum: Not as much cash flow. Not common with computerized methods. 1 year calc. Period in 
Germany. Sweden very transparent. Germans more spikräknarmetoden. Germans de-
mands costs of re-production. 

Newsec: Swedish valuation strong. Int. stds by RICS and Blue Book. Int. effect due diligence. 
Swedish transpiration, less expensive due diligence. Int. demand on amplification of re-
port. Int. demand for separate values. 

Svefa: Nordic countries and Sweden equal. Three value judgments England, Germany and the 
USA, present condition, empty and signed agreements. Sweden transparent. Not same 
internationally. The three judgments possible cash flow. Greater risk judgment with three 
values. Germany spikräknarmetoden. 

Vasakronan: High quality Swedish appraisals. Int. valuations expensive and extensive. 

Värderings-
Institutet: 

Swedish methods pretty good. 

 

Achieved insights: International methods 

There was a difference concerning the appraisers’ experience from international appraisal 
methods. A larger part of the appraisers hold the opinion that there is no difference be-
tween the Swedish and international appraisal methods. This point of view is consistent 
with professor Stellan Lundström (2005-04-20) that underlines that this is the case since 
more or less the same textbooks are used during the lectures internationally and in Sweden 
(personal communication, 2005-04-20). However Svefa mentioned one difference is that 
international appraisal methods are more concentrated on risk and sensitivity analysis than 
Swedish appraisal methods. 

A difference was underlined regarding the use of appraisal methods in different countries. 
Bryggan, Newsec and Svefa remarked that the German appraisers often use the production 
cost method. Forum strengthened this opinion commenting that German banks and insti-
tutes often demand the “spikräknar” method. This is consistent with McParland, Adair & 
McGreal (2002) that came up with that German legislation require the use of cost ap-
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proach. Stellan Lundström (personal communication, 2005-04-20) also supports that Ger-
man appraisers often use the cost approach. 

A similarity among American, British and German clients was stressed by two appraisers. 
Svefa and Newsec enlightened that three value judgments are demanded by these clients. 
The opinions concerning these value judgments differ between the two appraisal compa-
nies. Both Newsec and Svefa mentioned the judgment of the real estate value in present 
condition. According to Svefa these clients also demand a value judgment of the real estate 
when it is empty and when new agreements are signed. Newsec stated that the clients de-
manded separate estimated values of the building and the land (personal communication, 
2005-04-21). This is an interesting insight that neither was covered in the theoretic frame-
work nor in the interview with professor Stellan Lundström (2005-04-20). 

There seem to be a difference in the transparency in the Swedish and the international  real 
estate market. Forum, Newsec and Svefa underlined that Sweden has a high level of trans-
parency in contrast to the international real estate market. This is consistent with what 
McParland, Adair & McGreal (2002) observed. These authors (Ibid) found out that the 
comparative approach is preferred in countries with high transparency, such as Sweden. 
Professor Stellan Lundström (personal communication, 2005-04-20) also confirms that 
Sweden is the market with the highest level of transparency. 

Theoretical comparison of Swedish and international methods 

In the literature (see LMV, 2004) on Swedish appraisal methods there are three methods 
that can be used. These are the “Ortspris method”, Production cost method and “Avkast-
nings” method. A fourth method can be mentioned which is the Market simulation 
method, but it is related to the “Ortspris” Method. 

The international appraisal methods (Jaffe & Sirmans, 1995) can be divided into rules of 
thumb techniques, ratio analysis, traditional valuation techniques and discounted cash flow 
models. The former three are included as investment criteria. The methods used by the real 
estate appraisers are the traditional valuation techniques. The traditional valuation tech-
niques are; Market comparison approach, Cost approach and Income approach.  The dis-
counted cash flow techniques are Net present value approach and internal rate of return. 

Many of the methods that are presented by Swedish literature (see LMV, 2004) correspond 
to the methods presented in international literature (Jaffe & Sirmans, 1995). One reason 
behind this is that the Swedish professor Stellan Lundström imported many of the meth-
ods to the Swedish real estate appraisal market (Lundström, personal communication, 
2005-04-20 & Bryggan, personal communication, 2005-04-21). The international literature 
(Jaffe & Sirmans, 1995) that we covered takes the investment criteria standpoint, while the 
Swedish literature (see LMV, 2004) takes the real estate appraisers’ perspective. The inter-
national literature was more extensive than the Swedish concerning valuation methods and 
some other aspects such as risk analysis.  

The Ortspris method and Market comparison approach is by large the same method. The 
same mode of procedure is described in both methods. The standardizations mentioned 
for Ortspris method are not found for the Market comparison approach, however the pro-
cedure when using the methods are the same (Jaffe & Sirmans, 1995 and LMV, 2004). 

The Production cost method used in Sweden and the Cost approach used in America are 
the same. The only difference is found in the definition of comparable objects. The Swed-
ish definition uses “similar characteristics” and the American definition uses “same utility”. 
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The two methods subtract for the use and age. However in the American literature subtrac-
tion for adverse economic influences should also be made. These are factors outside the 
physical structure of the real estate (Jaffe & Sirmans, 1995 and LMV, 2004). 

The Avkastnings method and Income method are also similar. Both methods consider fu-
ture benefits discounted back in time by dividing with a capitalization rate. The Swedish 
Avkastnings method is constituted by several methods. Under the Avkastnings method 
there are two methods that can be used; the Cash flow and Income/cost method. The In-
come/Cost method is further constituted by two methods; the Räntabilitetsmodellen and 
Diskonteringsmodellen. Another American appraisal approach is the discounted cash flow 
approach. The discounted cash flow approach includes two calculation models; the net 
present value and the internal rate of return. These two methods correspond to the Swed-
ish räntabilitetsmodellen and diskonteringsmodellen. However in the American Income 
approach several discount rates can be included. It is not clear how many variants there are 
considering the Swedish calculation of discount rate (Jaffe & Sirmans, 1995 and LMV, 
2004). 

Three of the appraisers regarded, from their experience, the Swedish appraisal is strong in-
ternationally or that there is a high quality of Swedish appraisals. One appraiser mentioned 
Swedish researchers’ point of view that the Swedish appraisals are good. Two of the ap-
praisers mentioned the Swedish transparency as something the international clients appre-
ciate. One further stressed that this was not the same internationally. The other mentioned 
that this transparency facilitates in what kind of appraisal method that can be used. 

One of the appraisers talked about due diligence of real estates, which is an increasing de-
mand from international clients. This is a technical inspection of the real estate, carried out 
from an environmental purpose. It is very expensive but increasingly common since a few 
years back in time (Newsec, personal communication, 2005-04-21). 

Swedish Real Estate Ap-
praisal Methods: 
 
1. Ortspris method 
2. Avkastnings method 
3. Production cost method 
4. Market simulation method 

International Real Estate 
Appraisal Methods: 
 
1. Market comparison method 
2. Income method 
3. Cost method 
4. Discounted cash flow method

More or less 
equivalent with 

some distinctions 

 

Figure 7:9. Swedish methods quivalent with foreign methods. 

The Swedish real estate appraisal methods are more or less equivalent with the international 
real estate valuation methods we came across during our research. In general, all literature 
that we investigated in our study concerning the Swedish and the foreign methods did not 
reveal any extreme variations. Thus, we concluded that the Swedish appraisal methods are 
more or less equivalent to its foreign counterparts. 

7.5 New trends within real estate appraisal 
The fifth and last problem question we investigated was whether the respondents could 
mention new trends within real estate valuation or the real estate market. Accordingly, we 
asked the respondents the following question: 
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Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 

Empirical result - Main-Study:  New trends 

The answers we obtained from the respondents are presented below. 

Bryggan: 
One trend might be the increased importance of rental agreements. Bryggan thinks that the 
future seems pretty positive for the appraisal profession (Bryggan, personal communica-
tion, 2005-04-21). 

CVN: 
There are some new trends concerning the classification of houses. The house should be 
classified from the respect how it is equipped, energy consumption, damage risk etc. The 
future for the valuer profession seems rather positive. It is a rather fixed demand for valua-
tions. There will always be a demand for valuations to be made in different occasions. Dur-
ing the last few years, there has been a change when the owner of a house wants to borrow 
money because of a renovation taking place. The bank often wants to know the present 
value as well as the value after the renovation (CVN, personal communication, 2005-04-
24). 

Forum: 
One possible trend is the new automatic systems like Datscha. There is also a development 
of simplified products. The new accounting standards and how to account to the real value. 
Third part ownership is a new trend within real estate enterprising. It probably exists be-
cause it should be possible to construct complicated infrastructural projects. Subway sta-
tions can build real estates now; it was not possible earlier because of complicated ease-
ment agreements. It should be easier to build extra floors and equip attics. The third party 
ownership might be an easier solution to financing (Forum, personal communication, 
2005-04-21). 

Newsec: 
What is present since a few years back is the addition from IRR. The development of own 
equity is in focus. It is also possible to borrow money with the rental contract as insurance 
since it has a long period and is secure. It might be an old storage building that someone 
has put up a rental agreement for a period of 20-25 years. The residual value is then set to 
zero. Then you pay for the rental agreement instead of the real estate. Many of the other 
appraisal firms use Datscha. Delivery of input data is made by Newsec, Forum, Svefa and 
DTZ. The subscriber of the software can choose which supplier that should be included. 

There are new accountings standards present on the real estate market. A real value should 
be accounted before every turn of the year. The real value and market value is two names 
on the same thing. The future seems pretty bright for the profession. Along with the new 
accounting standards there will probably be an increased demand for valuations (Newsec, 
personal communication, 2005-04-21). 

Svefa: 
SFI has started to look at the total payoff instead of operating payoff. Earlier it was com-
mon to look at the total payoff but then the “loan part” was ignored. It is more common, 
after the bank crisis to look at the cash flows. And the cash flows are an important part to 
look at.  
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The future for the valuer profession seems rather bright, there are a lot of things to do. The 
previous local and national market has become more international. Some international cli-
ents are AREAL Bank, a German mortgagor (kreditgivare), the Danish Cheops and also a 
Norwegian Pension Insurance company called Acta. And there will always be a need for 
mortgaging and then an appraisal is needed. Different kinds of expert systems can of 
course be a threat for the valuer profession, but the demand will always exist (Svefa, per-
sonal communication, 2005-04-21). 

Vasakronan: 
A previous important factor has been the location but today the type of real estate becomes 
more important, especially whether or not the building is new and modern. It is hard to 
find a market for older real estates with offices that have been reconstructed from apart-
ments, and this was not the case a few years ago. The international investors becomes more 
present and demands newly produced real estates with long and safe rental contracts and 
that is pretty obvious. 

The accounting standards will imply that the market value of a real estate should be ac-
counted quarterly instead of once a year.  It will be hard to estimate if the value has 
changed between two quarters if no new rental agreements have been signed. The future 
seems pretty bright for the valuer profession. The new accounting standards will put more 
focus on the appraisals, which is positive. These new standards will entail that the valuers 
will approach the assumed operating costs. It will probably also imply increased knowledge 
and a more assignments for the valuers (Vasakronan, personal communication, 2005-04-
27). 

VärderingsInstitutet: 
Trends are often spotted at RIT. They have talked about the fact that English and Euro-
pean clients often want their valuations in another way. They attach great importance on 
descriptions of the buildings of space and other aspects. These descriptions are often rather 
brief in the Swedish appraisal reports. As Bengt has understood they want more extensive 
descriptions of the real estate.  

The future for the appraiser is highly uncertain. Larger appraisal companies often have 
other services in addition to the appraisal as investment analyses and real estate economic 
services. The average age of the valuers is rather high. The demand of valuers will probably 
always exist but the amount of valuers will probably shrink (VärderingsInstitutet, personal 
communication, 2005-04-26). 

Table 7:5. Empirical result of new trends according to the appraisers. 

Bryggan: The increased importance of rental agreements. 

CVN: Classification of houses from type of equipment, energy consumption and damage risk. 
Positive future for the valuation profession. A fixed demand for valuations. Present and 
after renovation value. 

Forum: The automatic systems like Datscha. Simplified products. New accounting standards. 
Third party ownership in real estate holding. 

Newsec: IRR, looking at development of own capital. Raise money on rental contracts. Bright fu-
ture, probably increased demand for valuations. 

Svefa: SFI considers total payoff instead of operating payoff. More taking cash flows in consid-
eration. Pretty bright future, a lot of commissions. Local and national market more in-

 92



 Analysis 
 

ternational. 

Vasakronan: The type of building increased importance, modern and effective. New accounting stan-
dards. Before the location. International investors wanting new produced real estates, 
long rental contracts. Quarterly accounting reports. Bright future for profession. Proba-
bly increased amount of commissions. 

Värderings-
Institutet: 

English and European clients attach more importance at real estate description. Uncer-
tain future for profession. Rather fixed demand for valuations but shrinking profession. 

 

Achieved insights: New trends 

The increasing importance of rental agreements is an initial trend that was mentioned by 
Bryggan (2005-04-21) and Newsec (2005-04-21). The increased importance is reflected in 
the possibility to use the rental contracts as collateral when borrowing capital. Another re-
cent trend that has impacted the Swedish real estate appraisal is the automatic appraisal sys-
tems. This was underlined by Newsec, Forum (2005-04-22) and Svefa (2005-04-21). Forum 
describes it as follows; 

”A possible new trend is the automatic systems such as Datscha…” (Forum, personal 
communication, 2005-04-22) 

This is consistent with Lundström’s (personal communication, 2005-04-20) opinion that 
the use of expert system is a new trend. It is also, to some extent, consistent with Jaffe & 
Sirmans (1995) who bring up computerized real estate investment analysis as an upcoming 
trend. It should be noticed that Jaffe & Sirmans discuss real estate investment and not spe-
cifically real estate appraisal. 

An important new trend, that some of the appraisers brought up, is the new accounting 
standards (IAS). The major impact from these were stated by accounting standards is how 
to estimate the real value. Forum (2005-04-22) and Newsec (2005-04-21) mentioned the 
accounting of real value in accordance with the new accounting standards.  

However, another important change occurring from the new accounting standards is the 
quarterly reporting. Vasakronan mentioned that the new standards require quarterly reports 
instead of yearly, which lead to a more frequent valuation update of the real estates; 

”… it is rather hard to show that some changes have occurred in the market after just three 
months…newly signed agreements is easy to include but it is hard to show how the market 
has moved.” (Vasakronan, personal communication, 2005-04-27) 

The upcoming impact of IAS is consistent with the opinion of Lundström (personal com-
munication, 2005-04-20). 

Further, Svefa, Newsec and Vasakronan (personal communication, 2005-04-21 and 2005-
04-27) mentioned the larger presence of international clients on the Swedish real estate 
market. This increased presence was pretty obvious according to Vasakronan. Newsec un-
derlined the due diligence as an important alteration that has been brought to the Swedish 
real estate market. Another trend Svefa mentioned was a change in SFI. Instead of looking 
at operating payoff, as earlier, the focus was now put on total payoff. Further, the 3 re-
spondents mentioned above explain that the cash flow is important to consider.  
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A development that had been spotted by Vasakronan (personal communication, 2005-04-
27) is the importance of the real estate type. A modern real estate has a higher positive im-
pact, than the location, on the value. These new trends were not covered in the theoretic 
framework or in the interview with professor Stellan Lundström (personal communication, 
2005-04-20). 
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8 Conclusion and Final discussion 
The purpose with this section is to present the conclusions attained from analysing the empirical findings 
from our Main-Study and to give a final discussion that covers both overall and detailed experience and in-
sights achieved during the whole study project of our Master of Science thesis. 

8.1 Conclusions 
The first problem question was concerned with what real estate appraisal methods the 
Swedish real estate appraisers practice at their companies. Here, we found a consistent pat-
tern. On the Swedish real estate market where the real estate appraisers practise their valua-
tion of real estates seem, according to the empirical findings from our sample, to be more 
or less shaped in the same form. This also applies for the type of real estates that are un-
dergoing valuation. Commercial properties are a wide group that consist of many sub mar-
kets. The most common method is some kind of market comparison method. Also the 
avkastnings method was rather frequently used. The production cost method however, was 
a rare method among the appraisers.  

The second problem question was concerned with what factors that affect the final real es-
tate value. In the empirical findings from our sample, there was an extremely obvious pat-
tern pointing out very few important factors affecting the value. Above all the most appar-
ent factor is the location of the real estate. Indirect the location provide a rent level that is 
appropriate for real estates in that specific area. Of course the condition and the standard 
of the property also are important for the final real estate value. Finally we saw a clear pat-
tern that factors like the rent contract, the contract structure and vacancies play a quite big 
role for the final real estate value. 

The third problem question was concerned with new usage situations causing valuation 
problems. We found when interviewing the respondents a general opinion that the new us-
age situation should be considered in the valuation. Some of the appraisers stressed that a 
comparison should be made between the present or old usage situation and the increased 
value through reconstruction. It is necessary to estimate the reconstruction costs. It is ob-
vious that these costs are hard to estimate accurately. Another important factor affecting 
the costs is the taxation. A new usage situation often emanate in a new taxation. In some 
situations the old usage situation might have been free from taxation. Changing the usage 
situation in that case often increases the costs in form of taxation. An obvious problem 
with Skatteskrapan is that the production costs were higher than the expected increase in 
value through a reconstruction. However, since there was a political interest in constructing 
students’ residences the creation of apartments for students is probably a goal of higher 
priority than getting a positive payoff from the deal. 

The fourth problem question was concerned with international real estate appraisal meth-
ods. The Swedish real estate appraisal methods are more or less similar to American-based 
appraisal methods. The reason for this is simple, since the guru and Professor within real 
estate appraisal in Sweden have brought back the American methods to Sweden and ad-
justed them to the conditions in Sweden. The difference is found in the culture perspective 
and the legislation aspect. A typical example is that the German legislation requires the use 
of production cost method for investment properties. This is probably affecting the fact 
that many German clients require that the production cost is estimated when Swedish ap-
praisers have been commissioned. 
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The fifth and final problem question was concerned with new trends within real estate ap-
praisal that the appraisers were aware of or had in mind about the future. From the empiri-
cal findings we concluded some distinct trends that the appraisers talked about. One of the 
new trends we found was third part ownership within real estate enterprising. Another new 
trend we found was the effect of the new accounting standards on the real estate appraisal. 
These standards will have an increasing effect on the Swedish real estate appraisal in the fu-
ture. However, one impact has already been detected which is the requirement to estimate 
the real value. Another important requirement is the quarterly reports. It requires an extra 
effort to constantly be updated and to demonstrate whether or not a real estate value has 
changed from one period to another. Finally, another new trend continuously being devel-
oped due to new technology within computers is the existence of Expert Systems like 
DATSCHA. 

8.2 Final discussion 
Concerning the international methods: Generally the appraisers have a low level of knowl-
edge about foreign valuation methods. One of the appraisers (Bryggan, personal communi-
cation, 2005-04-21) explains that it is easy to become “home blind” due to using only your 
own methods. As we see it, the appraisers are not well prepared for valuation commissions 
demanded by foreign investors. Should this lack of knowledge be improved? According to 
our opinion the level of knowledge about international methods among the appraisers 
should be increased. We base our recommendation on the observation among the apprais-
ers that the presence of foreign investors in the real estate market is increasing in Sweden. 
One of the appraisers (Newsec, personal communication, 2005-04-21) said that they merely 
adjusted the valuation material they possessed today to match the investors’ requirements. 
However, in our opinion, initially it can take some time to figure out for an individual ap-
praiser how to adjust the appraisal documents and work sheet figures to match the re-
quirements stated by foreign investors. 

According to many of the appraisers the final real estate value is like a chain affected by 
many direct and indirect factors and adjustment aspects. The experience that the appraisers 
possess is therefore of high importance when they perform valuations due to the complex 
situation with many parameters affecting the value at the same time. For an outsider it can 
be seen as an unclear picture of loose connections. After this study the total picture for us 
is now a bit clearer where we can outline the overall relations. The attempt to clarify this 
blur picture via the modified thought model can be seen as a successful effort. 

The real estate Skatteskrapan that was facing a reconstruction for switching to a new usage 
situation was generally the current topic for discussion among many of the appraisers. Most 
of the appraisers had knowledge or insight within the project or simply related to the real 
estate via the well-known Annika Billström. She was involved in the purchase and a lot of 
people opposed to the intended reconstruction from office space to student residences. 
However, Skatteskrapan was sold and today does not only provide accommodation for 
students but also provide boutique space at the ground level. This outcome was not in-
tended from the beginning, it became a solution along the project planning process due to 
an unprofitable situation. This is a typical and good example of a real estate that is changing 
to a new usage situation, because foreseeing all the included costs is almost impossible 
when the conditions around the project changes and do not match with the original esti-
mated plans. The dominating opinion among the appraisers was that this type of project 
should be cancelled at an early stage since it became apparent that the total costs are not 
covered by the increasing value of the real estate. 
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8.3 Suggestions for further research 
We found it quite easy to suggest topics for further research since we deliberately already 
have covered the topic new trends as a part within our study. Several insights achieved 
throughout that problem area can more or less constitute as a base for many different study 
perspectives. A short summary of these new trends will here be presented. 

•  The upcoming effect of the new accounting regulations creates a need for translat-
ing the expressions into Swedish to facilitate correct application; the concept fair 
value is an example. 

•  The creation of expert systems as a consequence of development of technology. 

•  The increasing importance of rental agreements is a new trend and is reflected in 
the possibility to use the rental contracts as collateral when borrowing capital. 

Then, besides the new trends suggested above, we moreover have come across some inter-
esting aspects that we did not continue to investigate mostly due to the limited time sched-
ule of the study. 

8.4 Economic value of our study 
The consequences of switching to a new usage situation of an old real estate like Skattesk-
rapan implies not only costs for the reconstruction but also implies an adjustment a new 
level of operation and maintenance costs. Hence, the tenants renting accommodation in 
Skatteskrapan after the reconstruction are University students. Nevertheless what the total 
costs will finally amount to it is these students that indirectly will pay for the reconstruction 
through adjusted rent payments. 

Thus, the property holding company (Stockholm Stad) that owns the real estate Skattesk-
rapan is the one that of course will put in the capital required to make the reconstruction 
possible from office accommodation to student rooms. The risk of unexpected expendi-
tures surging to higher costs than calculated is also related with the owner of the property. 
Also the risk of possible vacancies is a threat, though this risk is a minor concern due to the 
attractive location in the centre of Stockholm. However, to cover all the costs for the 
whole project the owner simply can adjust the rent level of the student rooms to an appro-
priate level. Accordingly, it is the University students that have to “pay the bill” for the re-
construction project in the end. 

Then, what is the corporate economic value of this Master of Science thesis? Both the con-
struction consultants that were doing the forecasts for the project and the consultant ac-
countants that were investigating the project’s cost estimations faced different forecast pre-
dictions about the final value. Hence, we recommend theses consultants to study our thor-
ough examination of the real estate appraisers. We suggest that this thesis can function as a 
foundation for a deeper understanding of how the real estate appraisers in different ways 
reason about reconstruction projects like Skatteskrapan. Especially what valuation method 
is chosen and how the real estate value then finally is determined. 
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8.5 Method criticism 

8.5.1 Criticism on theoretical sources 
The book Fastighetsvärdering (LMV, 2004) is mainly written for readers such as real estate in-
termediaries, realtors, where the focus is put on real estate valuation from a taxation per-
spective. Accordingly most of the guidelines and recommendations are not written for a 
real estate appraiser. This makes some of the content less relevant for our study, since we 
are studying real estate appraisers. However some parts of LMV are relevant for our study, 
especially concerning the real estate appraisal methods.  

The book Fundamentals of Real Estate Investment (Jaffe & Sirmans, 1995) is primarily written 
for real estate investors. Since the book brings up a lot related to real estate investors, 
rather than appraisers, there are some parts that are not relevant for our study. However 
the chapter presenting real estate appraisal methods is rather extensive, making it highly 
relevant for our study. What make this part of the book even more relevant are the restric-
tions it presents concerning all the traditional valuation methods, which are used by real es-
tate appraisers. 

The books Återanvändning av industri och specialbyggnader (Hedskog, 1982) and Goda exempel på 
återanvända byggnader i Sverige (Hedskog, 1991) have a rather high relevance for our study. 
There is not much to complain about the content of the books. What might be a weakness 
is that the literature is rather old. However, the literature has been appropriate for our stu-
dy. 

8.5.2 Interview and sample criticism 
The purpose with having qualitative interviews in a study is to achieve valuable information 
and a deeper understanding of the investigated phenomenon, according to Holme & Sol-
vang (1997). It is of importance to have as large width of the sample to get out as much in-
formation as possible. You can increase the information content by using respondents that 
most likely is assumed to possess the best knowledge. 

Accordingly, the experience is especially important for the credibility of what the respon-
dents say within the subject. Therefore, it is remarkable to realize that nearly all of the real 
estate appraisers we interviewed have been in the same business since the late 1980s, more 
precisely 7 out of the total 9 real estate appraisers (see table 3.1). Holme & Solvang (1997) 
recommend a respondent sample similar to our selection and underlines that the informa-
tion content received then also is more thought-through. The sample includes a rather high 
variability of individuals which is recommended by Trost (1997, pp 105). Our sample in-
cludes four females and five males and there is a rather good distribution in the respon-
dents’ ages.   

A larger part of the interviews were carried out face to face with the respondents. Perform-
ing participating interviews have been advantageous in this study since the respondents 
have provided more information that had not been possible in for example a survey. How-
ever three of the interviews were carried out via telephone. The interview with professor 
Stellan Lundström (KTH) was intended to be performed via a personal interview face to 
face during our trip to KTH in Stockholm. However, since Lundström is a very busy re-
searcher it was hard to get in contact with him, thus a telephone interview instead was cho-
sen. We are very grateful that we had the opportunity to perform the interview with Stellan 
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Lundström at all. So, we believe that a personal interview face to face probably would at-
tain a more rewarding outcome. However, despite that we performed the interview via 
telephone; the result of the discussion with Stellan Lundström was rewarding and highly 
relevant for our study. Two more interviews were performed via telephone. These also 
provided rewarding empirical data to our study. 

8.5.3 Validity 
Science is about providing enough good reasons to claim that something is true. Especially 
in scientific research there is an extreme high demand on explaining the proposed claims 
and conclusions. You have to show good arguments and those arguments must be valid 
and reliable. (Ekström & Larsson, 2000) 

Validity is a confirmation that the question measures what it is supposed to measure 
(Ejvegård, 1993, p 74, Patel & Davidson, 1991, p 85 and Trost, 1997, p 47). In qualitative 
interviews you often want to know what the respondent means or how a word is perceived. 
For example, if asking how the respondent’s family looks like, then you want to know how 
the respondent sees the family. This is exactly what the interviewer wants to understand 
(Trost, 1997). 

Ejvegård (1993) imply that it is important to understand what the measurement stands for 
and to use it consistently. 

According to Holme & Solvang (1997) problem with validity can occur if the scientist’s 
perception of the situation can be wrong. For example if lacking understanding for the in-
tentions the interviewed unit has. 

 “If a question is not reliable, it is not valid either, but even if there is a high degree of reli-
ability the validity is not necessary high”. Bell (2000, p 90) 

Whether or not this study has been valid is determined by looking at the interview guide. It 
is also necessary to investigate the thesis to see if there is a match between the questions 
asked in the interview guide and the parts of the thesis on which the interview guide is 
based upon. We have worked intensively with the interview questions and checked that 
they agree with the theory and earlier studies. It has also been checked that there is a match 
between what is asked, i.e. how the question is formulated, and what the authors want to 
know. Due to this we believe that the study is valid. 

8.5.4 Reliability 
No matter what research method that is used for gathering the data it should be reliable. 
Reliability states whether the result will be the same if the same research is done under the 
same circumstances but during another point in time. There are a lot of factors that can af-
fect the answer given in an interview. As an example the interviewee can have experienced 
something recently that influences the answer (Bell, 2000, p 89).  

Reliability is according to Trost (1997) the same as trustworthiness where the study is seen 
as stable and has not been exposed for uncontrolled chance. This is consistent with Bell 
(2000, p 89). This is also supported by Thurén (2002, p 22). Further Trost (1997) says that 
for quantitative studies high reliability is connected with a high level of standardization and 
for qualitative studies the situation demands a low level of standardization. Therefore it is 
contradicting to talk about reliability in a qualitative study. The meaning of Lincoln and 
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Cuba (in Morse & Richards, 2002, p 167) is that reliability and validity are not related to 
qualitative method. Their view is that the “truth” given in a qualitative interview is subjec-
tive, time and context bound. Although Morse and Richards (2002, p 168) do agree with 
the statement they stress that validity and reliability should be the goal of every researcher 
when making a qualitative study.  

According to Holme & Solvang (1997) the important aspect when looking at the reliability 
of a study is to focus on if the chosen units have representing characteristics for the study 
and provide a correct picture of the phenomenon you study. 

Through the work with this thesis we have described the procedures with the work in a 
way making it possible for the reader to take the same line of actions. The interviews were 
recorded with a tape recorder in order to increase the reliability. This minimizes the risk 
that there is a mismatch between what was said during the interview and what is included 
in the empirical findings. One aspect of the reliability that lies outside the control of the au-
thors is the one mentioned by Bell (2000), considering if the interviewee has experienced 
something recently that might have influence on the answers. The respondents were con-
tacted one day before the interview in order to check that the interviews could take place 
on the appointed time decided earlier. We believe that we have acted in accordance to what 
can be demanded in order to avoid this aspect. 

The aim with the interviews has been to minimize the affect on the responses given by the 
respondent. A common occurrence when performing an interview is that the respondent 
might not understand a question given. In the cases this has appeared we have consistently 
asked for the respondent’s view of the subject asked for. By doing this we do not colour 
the answers given by the respondent. This has worked out well throughout the interviews. 
Since the respondents have been asked for their view of the question, the affect on the an-
swers by the interviewers has been minimized. Hence, we believe that if an identical study 
will be carried out in the future under the same circumstances the result would most likely 
be similar to the result in this thesis. Therefore we believe the result of this thesis to be 
generally valid for other cases. 
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Appendix 1: Problem Questions 
 

Swedish real estate appraisal methods: 

Question 1: What appraisal method, or model, do you (the real estate appraiser) practice in 
your company? 

Factors affecting the real estate value: 

Question 2: In your (the real estate appraiser) opinion, what factors affect the real estate 
value and which factor is most important? 

New usage situation causing valuation problems: 

Question 3: What valuation problems may occur when switching to a new usage situation 
of an old real estate, and how is the new real estate value then decided? 

International real estate appraisal methods: 

Question 4: What are the main differences and similarities between Swedish and interna-
tional real estate appraisal methods? 

New trends within real estate valuation: 

Question 5: If any, according to you (the real estate appraiser), what are the new trends 
within real estate appraisal and the real estate market? 
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Appendix 2: Interview Guide Pre-Study 
 

Intervjuguide (Förstudie): Professor Stellan Lundström vid KTH, Stockholm. 

 [Warming questions:] 

1. Kan ni börja med att berätta om din bakgrund och inom vilken inriktning ni bedriver forskning. 

2. Vi är intresserade av ditt synsätt och hur ni tänker och resonerar kring värdering av fastigheter. Vi undrar först och 
främst: 

3. Vilken är din erfarenhet av fastighetsvärdering? 

 [Thematically questions:] 

4. Vi har tänkt inleda intervjun med att klargöra begreppen vi avser diskutera. 

5. Kan ni berätta allmänt om hur fastigheter kan klassifieras? 

 -Vad är skillnaden? (Hur skiljer de sig åt?) 

 -Kan ni ge exempel? 

6. Hur definierar ni de olika typerna av fastigheter? 

 -Vad är den engelska benämningen på fastigheterna? 

7. Kan ni berätta allmänt om vilka aktörer som finns på fastighetsmarknaden? 

8. Vilka aktörer är involverade vid överlåtelse eller försäljning av en fastighet? 

9. Vilka intressen har säljaren, köparen samt värderaren vid värderingen? 

 -Kan ni ge exempel? 

10. Kan ni berätta allmänt om olika metoder för fastighetsvärdering? 

 -Hur skiljer de sig åt? 

 -Kan ni ge ett exempel? 

11. Vilka värderingsmetoder av fastigheter används i Sverige? 

 -Kan ni ge exempel på hur de används? 

 -Vilka är vanligast förekommande? 

 -Vilka metoder används för kommersiella fastigheter? 

 -Vem eller vilka har standardiserat dessa? 

 -Finns det dokumenterat någonstans? (I så fall, var?) 

12. Vilken forskning stödjer värderingsmetoderna? 

 -Forkningens syn på begränsningar eller problem med metoderna? 

 -Konkreta exempel? 

 -Hur ser Stellan på forskningen, är den tillräcklig? 

13. Hur ser forskningen på praktiska användningen av metoderna? 

 -Fungerar metoderna som tänkt? (är de bra?) 

-Finns det problem? 

 -I så fall, på vilket sätt? 
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14. Vilka faktorer påverkar fastighetsvärdet (kommersiella fastigheter)? 

 -Kan ni ge exempel? 

 -På vilket sätt (värdehöjande eller värdesänkande?) 

 -Vilka är av störst vikt? 

15. Vid vissa situationer, tex vid brist på information, kan värderingsproblem uppstå, kan du ge exempel på en sådan situ-
ation? 

 -Hur hanteras dessa svårigheter? 

16. Vid nytt användningsområde för en befintlig fastighet kan värderingsproblem förekomma, kan ni berätta om detta? 

 -Konkret exempel? 

 -För vilka blir det ett problem? 

 -På vilket sätt? 

17. Vid ombyggnation av fastighet för nytt användningsområde, hur påverkas fastighetsvärdet i så fall vid försäljning? 

 -Vilka berörs av detta problem? 

 -På vilket sätt? 

 -Hur resonerar ni här? 

 -Hur fastställs värdet i denna situation? 

18. Hur ser förhållandet ur mellan svenska och internationella värderingsmetoder, hur står sig svensk värdering här? 

 -Skillnader och likheter? 

 -På vilket sätt är de svenska metoderna bra? 

 -Vad kan internationella metoder tillföra i Sverige? 

19. Hur ser forskningen på de internationella värderingsmetoderna? 

-Vilka problem kan förekomma? 

-Kan ni ge exempel? 

20. Slutligen undrar vi om det finns nya trender inom fastighetsvärdering? 

 - Hur ser forskningen ser på detta? 

 - Kan ni ge ett konkret exempel? 

[control questions:] 

Har vi uppfattat det rätt när ni säger att…? 

Har ni något mer att tillägga som är relevant för intervjun? 
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Intervjuguide (Huvudstudie): Auktoriserade värderare. 

 [Warming questions:] 

1. Kan ni börja med att berätta om ert företag och om din funktion på företaget? 

2. Vi är intresserade av ditt synsätt och hur ni tänker och resonerar kring värdering av fastigheter. Vi undrar först och 
främst: Vilken är din erfarenhet av fastighetsvärdering? 

 [Thematically questions:] 

3. Vi har tänkt inleda intervjun med att klargöra begreppen vi avser diskutera. 

4. Kan ni berätta lite allmänt om vilka typer av fastigheter ni värderar? 

 -Hur skiljer sig typerna åt? 

 -Kan ni ge exempel? 

5. Vilken indelning av fastigheter praktiserar ni, dvs hur kategoriserar ni dem? 

 -Följer ni någon standardisering? 

 -I så fall, vilken är källan för denna kategorisering? 

6. Vid en värderingssituation, kan ni berätta lite allmänt om vilka aktörer som en värderare kommer i kontakt med (på fas-
tighetsmarknaden)? 

 -Tex, vid försäljning av en fastighet, vilka är aktörerna? 

 -Vad har de olika aktörerna för intresse av en värdering? 

 -Kan ni ge exempel? 

7. Hur ser ni på investeringsvärdering kontra försäljningsvärdering? 

 -Förekommer det att man kombinerar dessa? 

8. Kan ni berätta allmänt om olika metoder för fastighetsvärdering som ni använder? 

 -Hur skiljer de sig åt? 

 -Kan ni ge ett exempel? 

9. Vilka värderingsmetoder av fastigheter används generellt i Sverige? 

 -Kan ni ge exempel på olika situationer där de används? 

 -Vilka är vanligast förekommande? 

 -Vilka metoder används för kommersiella fastigheter? 

 -Vem eller vilka har standardiserat dessa? 

 -Finns det dokumenterat någonstans? (I så fall, var?) 

10. Hur ser ni på den praktiska användningen av metoderna? 

 -Fungerar metoderna som tänkt? (är de bra?) 

-Finns det begränsningar eller problem? 

 -I så fall, konkret exempel? 

 -Hur hanterar ni eventuella brister eller problem? 
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11. Vilka faktorer påverkar fastighetsvärdet (kommersiella fastigheter), dels allmänt och dels fysiskt fastighetsanknutet? 

 -Kan ni ge exempel? 

 -På vilket sätt (värdehöjande eller värdesänkande?) 

 -Vilka är av störst vikt? 

12. Vid tex brist på information kan värderingsproblem uppstå, hur hanteras det rent praktiskt? 

 -Hur löser ni dessa svårigheter? 

 -Har ni någon specifik metod som löser detta? 

13. När en befintlig fastighet byter användningsområde kan värderingsproblem uppstå, kan ni berätta om detta? 

 -Konkret exempel? 

 -Finns det då svårigheter med val av metod? 

 -I så fall, vilka metoder använder ni då? 

 -För vilka parter utöver värderaren blir detta ett problem? 

 -På vilket sätt? 

14. Vid byte till nytt användningsområde genom ombyggnad av en befintlig fastighet, hur påverkas fastighetsvärdet i så 
fall vid försäljning? 

 -Vilka berörs av detta problem? 

 -På vilket sätt? 

 -Hur resonerar ni här? 

 -Hur fastställs värdet i denna situation?!!!!

15. Hur ser förhållandet ut mellan svenska och internationella värderingsmetoder, hur står sig svensk värdering här? 

 -Skillnader och likheter? (hur? ge exempel?) 

 -På vilket sätt är de svenska metoderna bra? 

16. Hur kommer ni i kontakt med de internationella värderingsmetoderna (vilken kanal)? 

 -På vilket sätt påverkas eller berörs ni av dessa? 

 -Vad kan internationella metoder tillföra i Sverige? 

 -Vilka problem kan förekomma vid anpassning? 

 -Kan ni ge exempel? 

17. Slutligen undrar vi om det finns nya trender inom fastighetsvärdering? 

 -Hur ser framtiden ut för värderingsyrket? 

[control questions:] 

Har vi uppfattat det rätt när ni säger att…? 

Har ni något mer att tillägga som är relevant för intervjun? 
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Appendix 4: Respondents 
 

Authorised Appraisers (by SFF): 

CVN Consult & Värdering, Bengt Norefalk, 2005-04-24. 

Forum Fastighetsekonomi, Hans Voksepp, 2005-04-22. 

Bryggan Fastighetsekonomi (Göteborgsbryggan), Karin Svensson, 2005-04-21. 

Newsec Analys, Sigvard Lundin & Hanna Lassing, 2005-04-21. 

Svefa, Åsa Henriksson & Hans Hurtig, 2005-04-21. 

VärderingsInstitutet Vätterbygden, Bengt Eriksson, 2005-04-27. 

Internal Appraiser: 

Vasakronan, Åsa Linder Modig, 2005-04-26. 

Professor within Real Estate Economy: 

Kungliga Tekniska Högskolan (KTH), Professor Stellan Lundström, 2005-04-20. 
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