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Abstract 
After several years of declining investment levels, it changed during 2004 and the 
investments in the Swedish industry increased. New information shows that there is a 
change in the investment conjunction; several branches report plans that indicate an 
increase in investments the next coming years. 

An investment in a machine is for a small private company often a large investment. The 
investment will lead to both a cost and an asset for the company that can have a huge 
impact of the profitability for the company. The small company has normally not the same 
access to expert recourses. Often the same person is handle the different roles and also 
within a limit of time. Investments are normally rarer in a small company and as a result of 
that it makes it harder to keep a high level of investment competence. Therefore, small 
companies often apply a more simple investment model. How the investment process is 
handled in a small company varies and it is also often very personal attached.  

The purpose of the thesis is to study how small family owned companies within the county 
of Småland makes calculations of their investments within the production process. 
Furthermore, consider the purpose and the importance of the calculation. Moreover, 
consider aspects that affect the investments and the investment decision. Finally, give 
suggestions for improvements within the investment calculation.  

To receive all the needed information to this study, semi-structured qualitative interviews 
have been made. The interviews have been made with the executive chief and the owner of 
the selected companies, which have been the same person. The selection of companies has 
been made from several different selection criteria’s such as turnover, number of 
employees, and yearly revenue. The Empirical study consists of four different small family 
owned companies. The information from the interviews are compared and analysed with 
previous studies and theory, this to receive a good comparison over years and between 
different sizes and types of companies. The study also gives small family owned companies 
suggestions for improvement within their investment calculation. 

The results form the interview and the analysis have given the study the following 
conclusions. Small family owned companies within the county of Småland does not make 
much investment calculations and they do not in very large extend use instructions or 
routines they do not either use a fully calculation method instead they use a “home made” 
method, which could be deduced from the pay-back method.  
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Sammanfattning 
Efter flera år av minskade investeringsnivåer, vände det under 2004 och investeringarna i 
den svenska industrin ökande. Ny information visar att det är en förändring på gång i den 
svenska konjunkturen, flera branscher rapporterar planer som indikerar att en ökning av 
investeringarna kommer att ske de kommande åren.  

En investering i en maskin är ofta en stor investering för ett litet familjeägt företag. 
Investeringen kommer att leda till både en kostnad och en tillgång för företaget som kan ha 
en stor betydelse för företagets lönsamhet. Små företag har vanligtvis inte samma tillgång 
till expertresurser. Vanligtvis hanterar samma person olika roller och även inom begränsad 
tid. Investeringar är ovanligare i små företag vilket resulterar i att det är svårt att behålla en 
hög nivå av investeringskompetens. Vilket leder till att små företag ofta använder en lättare 
investeringsmodell och hur investeringsprocessen är hanterad i små företag varierar och 
den är även väldigt personlighetsrelaterad.  

Syftet med denna uppsats är att studera hur små familjeägda företag i Småland gör kalkyler 
av investeringar i produktionsprocessen. Vidare, ta hänsyn till syftet med kalkylering och 
hur viktigt kalkyleringen är. Dessutom, diskutera aspekter som påverkar investeringarna 
och investeringsbeslutet. Slutligen ska vi ge förslag på förbättringar inom 
investeringskalkyleringen. 

För att samla all nödvändig information till studien har semi-strukturerade kvalitativa 
intervjuer gjorts. Intervjuerna har gjorts med VD och ägaren av de utvalda företagen, vilken 
har varit samma person. Urvalet av företag har gjorts utifrån flera olika urvalskriterier 
såsom omsättning, antal anställda och årets resultat. Den empiriska studien består av fyra 
olika familjeägda företag. Informationen från intervjuerna är jämförd och analyserad med 
tidigare studier och med teori, detta för att få en bra jämförelse sedd över år och mellan 
olika storlek och typer av företag. Studien ger även små familjeägda företag förslag på 
förbättringar inom deras investeringskalkylering.   

Resultaten från intervjuerna och analysen har givit studien följande slutsatser. Små 
familjeägda företag i Småland utför inte så mycket investeringskalkyleringar och företagen 
använder heller inte instruktioner eller rutiner i stor utsträckning, de använder heller ingen 
fullständig kalkyleringsmetod istället använder företagen en hemmagjord metod som kan 
härledas till återbetalningsmetoden.  

ii 



Table of Contents  

Table of Contents 

1 Introduction............................................................................ 1 
1.1 Background ................................................................................... 1 
1.2 Problem discussion ....................................................................... 2 
1.3 Problem delimitation...................................................................... 5 
1.4 Problem statement ........................................................................ 5 
1.5 Purpose......................................................................................... 6 
1.6 Disposition..................................................................................... 7 

2 Scientific theory..................................................................... 8 
2.1 Scientific approach........................................................................ 8 

2.1.1 Hermeneutic approach ....................................................... 8 
2.1.2 Positivistic approach ........................................................... 8 

2.2 Choice of Perspective ................................................................. 10 
2.3 Theoretical or Empirical approach............................................... 10 

3 Methodology ........................................................................ 12 
3.1 Methodological approach ............................................................ 12 
3.2 Methodological alignment............................................................ 13 
3.3 Data collection............................................................................. 13 

3.3.1 Primary data ..................................................................... 13 
3.3.2 Secondary data................................................................. 14 

3.4 Interview...................................................................................... 14 
3.5 Selection ..................................................................................... 15 
3.6 The Analysing Process................................................................ 17 
3.7 Ethics .......................................................................................... 19 
3.8 Trustworthiness........................................................................... 20 

3.8.1 Validity .............................................................................. 20 
3.8.2 Reliability .......................................................................... 20 
3.8.3 Generalisation................................................................... 21 

3.9 Course of action .......................................................................... 21 
3.9.1 Structure of the thesis....................................................... 22 

4 Frame of Reference ............................................................. 23 
4.1 Investments................................................................................. 23 

4.1.1 The Investment process ................................................... 23 
4.1.2 Types of investments........................................................ 24 
4.1.3 Investment calculation ...................................................... 25 
4.1.4 Investment differences in small and large companies ...... 27 

4.2 Methods of Investment Calculation ............................................. 27 
4.2.1 Pay-back method.............................................................. 28 
4.2.2 Net present value method (NPV) ...................................... 28 
4.2.3 Annuities method .............................................................. 29 
4.2.4 Internal rate of return method (IRR).................................. 29 
4.2.5 Conclusion of the calculation methods ............................. 30 
4.2.6 Calculations with consideration to taxes ........................... 30 
4.2.7 Calculations with consideration to inflation ....................... 31 

4.3 Aspects in Investment Calculation............................................... 31 
4.3.1 Estimate afterwards and Follow Up .................................. 31 
4.3.2 Issues that are hard to quantify......................................... 31 

i 



Table of Contents  

4.3.3 Risk in Investment Calculation.......................................... 32 

5 Previous Studies ................................................................. 33 
5.1 Collection over Previous studies ................................................. 33 
5.2 Investment judgments in some Swedish companies ................... 34 

5.2.1 Utility for our thesis ........................................................... 35 
5.3 Investment calculation in practice ............................................... 36 

5.3.1 Utility for our thesis ........................................................... 37 
5.4 Calculation logic and calculation demand – connection 

between theory and practice in the demand setting of 
investments within companies..................................................... 38 
5.4.1 Utility for our thesis ........................................................... 39 

5.5 Investment calculations – Case study of how investment 
calculations are used within Swedish industrial companies ........ 39 
5.5.1 Utility for our thesis ........................................................... 40 

5.6 Foreplay - How medium sized companies in the Jönköping 
region look at IT investments ...................................................... 41 
5.6.1 Utility for our thesis ........................................................... 42 

5.7 Previous studies answer to our research problems..................... 43 

6 Empirical Findings .............................................................. 45 
6.1 Company A ................................................................................. 45 

6.1.1 Calculations of investments within the production 
process ............................................................................. 45 

6.1.2 The purpose of the investment calculations...................... 46 
6.1.3 Investment calculation, differences between re- and 

new investments and small versus large investments ...... 46 
6.1.4 Risk, tax and inflation in the calculation ............................ 46 
6.1.5 Estimate afterwards of an investment............................... 47 
6.1.6 Importance of the calculation in an investment 

decision............................................................................. 47 
6.1.7 Reduction of the Empirical Findings from Company A...... 47 

6.2 Company B ................................................................................. 48 
6.2.1 Calculations of investments within the production 

process ............................................................................. 48 
6.2.2 The purpose of the investment calculations...................... 49 
6.2.3 Investment calculation, differences between re- and 

new investments and small versus large investments ...... 49 
6.2.4 Risk, tax and inflation in the calculation ............................ 49 
6.2.5 Estimate afterwards of an investment............................... 49 
6.2.6 Importance of the calculation in an investment 

decision............................................................................. 50 
6.2.7 Reduction of the Empirical Findings from Company B...... 50 

6.3 Company C ................................................................................. 51 
6.3.1 Calculations of investments within the production 

process ............................................................................. 51 
6.3.2 The purpose of the investment calculations...................... 52 
6.3.3 Investment calculation, differences between re- and 

new investments and small versus large investments ...... 52 
6.3.4 Risk, tax and inflation in the calculation ............................ 52 
6.3.5 Estimate afterwards of an investment............................... 52 

ii 



Table of Contents  

6.3.6 Importance of the calculation in an investment 
decision............................................................................. 52 

6.3.7 Reduction of the Empirical Findings from Company C ..... 53 
6.4 Company D ................................................................................. 53 

6.4.1 Calculations of investments within the production 
process ............................................................................. 53 

6.4.2 The purpose of the investment calculations...................... 54 
6.4.3 Investment calculation, differences between re- and 

new investments and small versus large investments ...... 55 
6.4.4 Risk, tax and inflation in the calculation ............................ 55 
6.4.5 Estimate afterwards of an investment............................... 55 
6.4.6 Importance of the calculation in an investment 

decision............................................................................. 55 
6.4.7 Reduction of the Empirical Findings from Company D ..... 55 

7 Analysis................................................................................ 57 
7.1 Course of action in the analyse work........................................... 57 

7.1.1 Calculations of investments within the production 
process ............................................................................. 57 

7.1.2 The purpose of the investment calculations...................... 64 
7.1.3 Investment calculation, differences between re- and 

new investments and small versus large investments ...... 65 
7.1.4 Risk, tax and inflation in the calculation ............................ 66 
7.1.5 Estimate afterwards of an investment............................... 67 
7.1.6 Importance of the calculation in an investment 

decision............................................................................. 68 
7.1.7 How can the investment calculation be improved?........... 69 
7.1.8 Other parameters.............................................................. 70 

8 Conclusion ........................................................................... 71 

9 Discussion ........................................................................... 74 
9.1 Final discussion........................................................................... 74 
9.2 Criticism of references................................................................. 74 
9.3 Criticism of method...................................................................... 75 
9.4 Suggestion to future studies........................................................ 76 

References................................................................................. 77 
  

Figures 
Figure 1-1 The investment process (based on information from Wramsby & 

Österlund, 2004, p.4-5)...................................................................... 2 
Figure 1-2 Problem/Perspective matrix .......................................................... 4 
Figure 1-3 Investment delimitations (Figure built on information from Wramsby 

& Österlund, 2004) ............................................................................ 5 
Figure 3-1 Components of data analysis (Miles & Huberman, 1994, p.12) .. 18 
Figure 3-2 The relations in our analysis ....................................................... 19 
Figure 3-3 The study's cause of action......................................................... 22 
Figure 8-1 Model of our conclusions ............................................................ 71 
 

iii 



Table of Contents  

Tables 
Table 3-1 Selection criteria and possible companies ................................... 17 
Table 3-2 Illustration of our selection of respondents, figures in Swedish 

“kronor” (2003)................................................................................. 17 
Table 4-1 An investments different payments divided over time (Wramsby & 

Österlund, 2004, p.10)..................................................................... 26 
Table 4-2 Different calculation models (Kinnander, 1996, p.29)................... 28 
Table 5-1 Collection over previous studies .................................................. 33 
Table 5-2 Renck's (1966) contribution to our study...................................... 36 
Table 5-3 Tell's (1978) contribution to our study .......................................... 37 
Table 5-4 Yard's (1987) contribution to our study ........................................ 39 
Table 5-5 Hjertqvist & Hördegård’s (2002) contribution to our study............ 41 
Table 5-6 Axén, Häggström & Lind's (2004) contribution to our study ......... 42 
Table 5-7 Previous studies’ answers to our problem questions ................... 44 
Table 6-1 Reduction of the empirical findings from company A ................... 48 
Table 6-2 Reduction of the empirical findings from company B ................... 51 
Table 6-3 Reduction of the empirical findings from company C ................... 53 
Table 6-4 Reduction of the empirical findings from company D ................... 56 
Table 7-1 Written instructions or fixed routines within investment calculation57 
Table 7-2 Calculation methods in small family owned companies ............... 58 
Table 7-3 Reasons to use the chosen calculation method........................... 60 
Table 7-4 Ground investment and yearly payments..................................... 61 
Table 7-5 Residual value and lifetime .......................................................... 62 
Table 7-6 External help ................................................................................ 63 
Table 7-7 Issues that are hard to quantify.................................................... 63 
Table 7-8 Purpose of the investment calculation.......................................... 64 
Table 7-9 Differences between large and small investments ....................... 65 
Table 7-10 Differences between new- and re-investments .......................... 66 
Table 7-11 Risk, tax and inflation in the calculation ..................................... 66 
Table 7-12 Estimated afterwards of an investment ...................................... 67 
Table 7-13 Importance of the calculation in an investment decision ............ 68 
 
Appendix 
Appendix 1 – Selection ................................................................................ 79 
Appendix 2 – List of companies within our selection .................................... 80 
Appendix 3 – Interview guide ....................................................................... 83 
Appendix 4 – Problem Question/Interview Question .................................... 85 
Appendix 5 – Letter to Respondents in English............................................ 86 
Appendix 6 – Letter to Respondents in Swedish.......................................... 87 
Appendix 7 – Interview Questions in English ............................................... 88 
Appendix 8 – Interview Questions in Swedish ............................................. 89 
 

iv 



Introduction 

1 Introduction 
The introduction of the thesis will present the background and the problem for chosen topic. The background 
and the problem is the essential for the purpose of the thesis. Further the problem is delimited and the 
purpose and the thesis disposition are presented.  

1.1 Background 
Bennet (2003, p.3) points out that there is an intensive ongoing change within the Swedish 
industry, due to new technology and the increased competition on the world market. Apart 
from price has precision and time become very important success factors on the world 
market. This sets corresponding demands of the company’s internal work. The investment 
projects have to be successful both when it comes to the right costs and right time. This 
has over time consequently increased. An investment decision should not only be well 
supported, but the project also has to carry on with a great commitment and skilfulness 
(Kinnander, 1996, p.9). 

On the basis of the discussion above, the demand for financial competence within the 
companies have increased and grows continuously in discretion with the increased 
internationalisation and globalisation. A development as in itself creates harder competition 
but at the same time it creates new possibilities and new markets (Bennet, 2003, p.11). 

Running a business, like all other financial activities, is about investing money in an 
uncertain future to hopefully generate a yield that is larger than the ground investment. For 
all kinds of investments capital is used. Companies use for example capital to provide 
assets and to do the normal payments. They invests in production buildings, storage, 
educate their personnel, marketing and development etc. (Andrén, Eriksson & Hansson, 
2003, p.13). Efficient use of capital is a decisive question for a company’s development and 
future existence. The investments result is therefore of a great importance (Barius, 1987, 
p.1). 

Through an investment decision the company abandons the possibility to use existing 
resources to for example dividends or higher salaries to instead use this money in a purpose 
to realize goals and visions of the future. The investment is thus a use of resources that is 
aimed forward. (Bergknut, Elmgren & Hentzel, 1993, p.14) 

Grubbström and Lindquist (1996, p.9) define an investment as an act that causes a one 
occurring cost that should provide benefits, for example increased revenues or lower costs 
under a relatively long period. 

All companies live in a surrounding world that exposes them for vary types of risks. In the 
same time it is in the company’s nature to accept and expose the company to different 
risks. Risk does exist everywhere since we cannot predict the future (Bennet, 2003, p.11). 

Within large companies large investments are frequently occurring events, but in smaller 
companies it is a rare occurrence. As a result, smaller companies do not have employees 
that always work with investments and therefore permanent routines and experience are 
poorly developed. (Kinnander, 1996, p.3) 
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A small company is defined as a company with 10 – 49 employees. The company’s yearly 
turnover must be below 10 million Euro or total assets can not exceed 10 million Euro1 
(Sveriges Riksdag, 2005).  

SIFO (1974) defines family owned company as a company that is owned by one person 
that is executive director and running the company by oneself. In some family businesses 
there are several persons that together possess the company and some of them work within 
the company.   

1.2 Problem discussion 
After several years of declining investment levels, it changed during 2004 and the 
investments in the Swedish industry increased with five percent. Totally, the Swedish 
industry invested approximately 54 billions during 2004. New information shows that there 
is a change in the investment conjunction; several branches report plans that indicate an 
increase in investments the next coming years (SCB, 2005). Since many companies will 
make investments the next coming years it is important that the companies plan their 
investments and do not make investments that have not been considered. An investment 
will lead to both a cost and an asset for the company that can have a huge impact of the 
profitability for the company (Kinnander, 1996, p.14). To make a successful investment 
and to receive profitability it is of great importance to maintain time and costs limits within 
the investment. 

An investment is a process of different steps; the five different steps can be viewed in the 
figure below (Wramsby & Österlund, 2004, p.4). The first step is connected to the idea of 
the investment. The second step is about formulating, analysing and comparing different 
alternatives that are connected to the company’s goals and strategies. In the evaluation step 
the investments economical consequences is evaluated. To do this the company use 
different models and methods to receive a good decision basis. In the forth step the 
company uses the information from the previous steps to make an investment decision. In 
the final step the follow up is made, which means that the company analyse the result of 
the investment during a period of time. (Wramsby & Österlund, 2004, p.4-5) 

 

 Follow up Decision Evaluation Line of Action Idea 

Figure 1-1 The investment process (based on information from Wramsby & Österlund, 2004, p.4-5) 

In a small company the same person often handles different roles and also within a limit of 
time. Investments are normally rarer in a small company and as a result of that it makes it 
harder to keep a high level of investment competence. Therefore, small companies often 
apply a more simple investment model. How the investment process is handled in a small 
company varies and it is also often very personal attached (Kinnander, 1996, p.64).  

To make a good investment gives the company advantages and the ability to develop. The 
capability to evaluate different investment alternatives in a combination with purchasing 
competence has become more important than ever through the constant increase in the 
complexity in the production system where investments often are made (Kinnander, 1996, 
p.15). 

                                                 
1 Exchange rate 2005-05-20: 1 EURO = 9,19 SKR. (Turnover ≈ 90 Million SKR and Total Assets ≈ 90 

Million SKR)  
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Companies often use different methods to calculate the profitability in an investment. 
According to Wramsby and Österlund (2004, p.36) these methods are the same and are 
widely spread across the world. The discussed methods by the authors are the pay-back 
method, the internal rate of return method (IRR), the net present value method (NPV) and 
the annuities method.  

Investments that are made by companies can be divided into real investments, financial 
investments, market investments and personnel investments. Real investments often refer 
to investments within production resources or other issues that concern the company’s 
production of products and services. While financial investments refer to invest in different 
types of bonds and securities. Another type of investment is market investments which 
make it possible to be close to a market with a product. Finally, the personnel investment 
deals with education of employees. (Wramsby & Österlund, 2004, p.6) 

Investments are classified by the size of the investment that further is divided into small 
routine investments, project investments and finally large investments.  The investment are 
also classified by the intention of the investment that further are divided into replacement-,  
expansions-, rationalisation-, science and development-, environmental- and other types of 
investment like personnel investments. Furthermore, investments can be classified by 
investment objects that further are divided into machines-, buildings-, land-, inventory-, 
personnel-, and financial investments (Wramsby & Österlund, 2004, p.6).  

Problems with investments in small family owned companies can be seen from different 
perspectives. We have observed four problem areas; calculation-, financial-, organisational- 
and educational problems.  

We have observed from literature that smaller companies often lack in knowledge and 
experience in doing investments. There is often only one person that handles the whole 
process and this could be a problem for the company since it does not receive a sufficient 
decision basis. This may result in investments that are not optimal for the company. The 
problem that this conveys is that an investment can lead to large economical consequences 
for the company and it could both have a large impact of the revenue and a large 
investment can be decisive for the company’s future. This is what we call a calculation 
problem. 

A financial problem is to receive capital to be able to make an investment. Some 
investments can be totally financed by the company without any external sources and some 
investments need capital from external sources. A problem that can occur is if a company 
needs external money, which demands contact with banks or other lenders that are willing 
to lend the company money to use to invest. This demands that the company is in a good 
economical situation otherwise they will have problems to receive external money and an 
important investment can be lost, this problem could affect the company’s 
competitiveness, revenue and future on the market.  

An investment can be a problem from an organisational point of view. The motivation 
from the employees to changes could be low; a reason to this can be that the investment 
decision is not anchored through the whole organisation. The operative level in the 
company may not understand the reason with the investment and that leads to that the 
investment do not fulfil its objectives due to bad effectiveness and lack of will to optimise 
the investment. This problem can occur in the opposite direction where the leading level of 
the company does not understand the operative level’s demands to effect the production. It 
could lead to a decreased income and decreased effectiveness that could result in a lower 
turn over for the company. 
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An investment often leads to large changes in all perspectives in an organisation, through 
new demands for new knowledge and through new routines. For an investment to be 
optimal, knowledge and new routines often have to be spread throughout the organisation. 
Otherwise the investment may not be used in an effective way and the whole meaning with 
the investment could be lost. This can have a huge impact on the company and its 
economy. This is what we call an educational problem. 

Problems 

Perspectives 

Calculation 
problem 

Financial 
problem 

Organisational 
problem 

Educational 
problem 

Management 

Lack of investment 
calculation 
knowledge and lack 
of time, which could 
lead to bad 
calculations, which 
could lead to bad 
investments. 

External money, 
demands contact 
with lenders that are 
willing to lend the 
company money to 
use to invest. 
Otherwise and 
investment can be 
lost, this could affect 
the company’s 
competitiveness. 

Anchor changes within 
the organisation 
because of an 
investment. To get the 
operative level to 
understand the 
importance of the 
investment and its 
importance for the 
company.  

Investments 
often lead to 
changes that 
demands new 
knowledge and 
routines that 
needs to be 
spread out in the 
organisation to 
receive a good 
effectiveness. 

 

Operative level 

 

Lack of knowledge 
in investments 
calculations and lack 
of involvement in 
the calculation 
process, which could 
lead to bad 
investments. 

_____________ Low motivation to 
changes that comes 
with an investment. 
Do not understand the 
reason with the 
investment and that 
leads to that the 
investment does not 
fulfil its objectives. 

It is important 
that the 
operative level 
learns the new 
routines and 
knowledge with 
an investment 
otherwise the 
investment may 
not be used in an 
effective way, 
which will 
impact of the 
result. 

 

The Company 

 

Smaller companies 
often lack in 
knowledge and 
experience in doing 
investments, which 
is a problem for the 
companies since it 
does not receive a 
sufficient decision 
basis. This may 
result in investments 
that are not optimal 
for the companies, 
which could convey 
that an investment 
can lead to large 
economical 
consequences for the 
companies and it 
could both have a 
large impact of the 
revenue and be 
decisive for the 
companies’ future. 

If a company needs 
external money, 
which demands 
contact with banks 
or other lenders that 
are willing to lend 
the company money 
to use to invest. This 
demands that the 
company is in the 
good economical 
situation otherwise 
they will have 
problems to receive 
external money and 
an important 
investment can be 
lost, this problem 
could affect the 
company’s 
competitiveness, 
revenue and future 
on the market. 

The motivation from 
the employees to 
changes could be low; 
a reason to this can be 
that the investment 
decision is not 
anchored through the 
whole organisation. 
The operative level in 
the company do not 
understand the reason 
with the investment 
and that leads to that 
the investment do not 
fulfil its objectives due 
to bad effectiveness 
and lack of will to 
optimise the 
investment. It could 
lead to a decreased 
income and decreased 
effectiveness. 

For an 
investment to be 
optimal, 
knowledge and 
new routines 
often have to be 
spread 
throughout the 
organisation. 
Otherwise the 
investment may 
not be used in an 
effective way 
and the whole 
meaning with 
the investment 
could be lost. 
This can have a 
huge impact on 
the company and 
its economy. 

Figure 1-2 Problem/Perspective matrix 
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1.3 Problem delimitation  
We have chosen to focus on four steps in the investment process and those are the line of 
action, evaluation, decision and follow up. The reason to our choice is that we want look 
into the calculation of investments and the aspects that affect the investment and those 
four steps handle those aspects.  

Furthermore, we have chosen to look at an investment from a calculation problem point of 
view and from a company’s perspective. As could be seen in the figure above we have 
delimitated our study from other possible problems and perspectives. Moreover, we want 
to look into investments that are made in the production process. 

In order to make this report an in-depth analysis instead of a broader investigation, we 
have determined to focus on real investments. Furthermore, we have decided to focus on 
investments with no limitations to size, the only demand we have is that the investments 
are large enough, for the chosen companies, for being meaningful to accomplish a 
calculation. Moreover, we have decided to concentrate on compensation, expansion, 
rationalisation, science & development, environmental and different intentions of the 
investment. Finally, we chose to give attention to machine investments. 
       
  Small Investments      
 Size of Investment Medium Investments     
  Large Investments     
  Compensation Investments     
  Expansion Investments      
 Intention of Rationalization Investments     
Classification the Investment Scie. & Dev. Investments     
Of  Environmental Investments     
Investment  Different Investments      
  Machine Investments      
  Building Investments      
 Investment Land Investments      
 Object Inventory Investments      
  Personnel Investments     
  Financial Investments      
       
   Real 

Investments 
Financial 

Investments 
Market 

Investments 
Personnel 

Investments 
Problem Area 

Delimited Area 
Types of Investments 

 

Figure 1-3 Investment delimitations (Figure built on information from Wramsby & Österlund, 2004) 

1.4 Problem statement  
We have the intention to research how investment calculations are made in practice in 
small family owned companies. By interviewing selected companies we want to find out if 
it exist any lack in knowledge and experience in doing investment calculations within the 
companies and see if the calculations could be improved. As we points out, small 
companies do not often receive a sufficient decision basis, which may result in investments 
that are not optimal for the company, which could have a great impact of the company’s 
revenue and future. We want to research how the companies solve these problems and see 
if they have any lacks in the investment calculations that can affect the investment and 
further even the company, based on the following problem statement: 

How do small family owned companies within the county of Småland perform their 
investment calculation? 
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To answer our overall problem statement we intend to focus on seven underlying and 
more specific problem questions that we believe are relevant and important to our study. 
The problem questions that we will focus on are stated below. 

• How do small family owned companies make calculations of their investments 
within the production process? 

• What is the purpose of the investment calculations? 
• Does the investment calculation differ between re- and new investments and small 

versus large investments? 
• Are risk, tax and inflation included in the calculation? How are they then included? 
• Is an estimate afterwards made of an investment and its calculation? 
• How important is the calculation for an investment decision? 
• How can the investment calculation be improved? 

 
Since investment calculation is the background to our problem we need to know 
something about how the selected companies makes their investment calculations and what 
the purpose with their investment calculations are. The reason why we want to know the 
purpose with the investment calculations are to deduce to an established investment 
calculation method. Furthermore, if the respondents are not sure about the purpose, then 
the motivation for making the calculation probably are low. We are also interested to see 
how and if their calculations differ whether they are making a small or a large investment or 
if it is a re- or a new investment. The reason to way we want to know this is that 
independent on size and type it is still important to calculate. When getting the result of 
how the selected companies are doing their investment calculations today we receive 
information if they consider risk, tax and inflations in their calculations, which is important 
to do to get a correct decision basis. We also intent to see how and if they use estimated 
afterwards, if they do not, they do not receive important knowledge that can be useful in 
future investments. They do not get the result of the investment, if it agrees with their 
originally calculations and if the investment fulfilled its objects. The information that we 
receive from the interviews will give us information about how important the calculation is 
for the decision of the investment. If they do not understand the importance of the 
investment calculation it can lead to that less resources will be used on the calculation and 
that leads to a lacking decision basis. All our information from our interviews together with 
our theoretical knowledge will give us the opportunity to come up with improvements for 
the investment calculations in small family owned companies. By using these 
improvements the companies will get better and more accurate calculations that will lead to 
better and more secure investments that hopefully will give the company economical 
benefits for the future. 

1.5 Purpose 
The purpose of the thesis is to study how small family owned companies within the county 
of Småland2 makes calculations of their investments within the production process. 
Furthermore, consider the purpose and the importance of the calculation. Moreover, 
consider aspects that affect the investment calculations and the investment decision. 
Finally, give suggestions for improvements within the investment calculation.  

                                                 
2 Småland is a county in south east of Sweden.  
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1.6 Disposition 
 

 

 

 

 

 

 

 

 

 

 

 

 

Chapter 1 – Introduction: Describes the background to the chosen topic and the problem of 
the study, the problem is described and delimitated and the discussion leads to the purpose 
of the report. 

Analysis 

Conclusion

Discussion

Previous 
Studies  

Methodology

Empirical 
Findings 

Frame of 
Reference  

Scientific 
Theory 

Introduction

Chapter 2 – Scientific theory: In this chapter the authors consider the thesis theory of science 
and research.  

Chapter 3 – Methodology: This chapter illustrates our choice of method and course of actions 
during the collection of our empirical research. It explains our choice of respondents and 
discusses the trustworthiness of our study.  

Chapter 4 – Frame of reference: I this chapter the relevant theories for the thesis’ problem and 
purpose is presented. 

Chapter 5 – Previous studies: This chapter deals with previous studies and there importance 
for the solution of the chosen problem. 

Chapter 6 – Empirical findings: This chapter presents the study’s empirical results.  

Chapter 7 – Analysis: In this chapter the authors presents the thesis’ analysis, where theory, 
previous studies and the empirical study connects and analyses.  

Chapter 8 – Conclusion: This chapter presents the conclusions around the results that have 
been delivered in the analysis. The analysis will be referred to the thesis problem and 
purpose and the conclusion will clear what the analysis has contributed with.  

Chapter 9 – Discussion: In this last chapter the authors will give reflections about the thesis 
and discuss the trustworthiness of the study and also give recommendations for the future.  
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2 Scientific theory 
In this chapter the scientific theory approach of this thesis will be presented. We will discuss and present our 
choice of scientific approach and perspective and explain our thoughts about using a theoretical or empirical 
approach. 

There exist several different scientific theories and to be able to reach a successful research 
it is important to have knowledge of the different theories. It is important from several 
aspects, one is to be able to follow the continuous research and another is to be able to 
criticise what has been written (Patel & Davidson, 2003, p.26).  

There are several different perspectives within scientific theory and we will discuss three of 
them in this thesis. The first one that we will discuss is the choice of a positivistic or a 
hermeneutic approach, second is the choice of a subjective or an objective perspective and 
the last choice is the choice of an inductive, deductive or a hypothetic deductive approach. 

2.1 Scientific approach   
Scientific theory is especially concentrated on what distinguishing scientific knowledge and 
how the theory can be collected. Within the scientific theory there are two major 
alignments, the positivistic and the hermeneutic (Patel & Davidson, 2003, p.26). The 
positivistic ground is an ideal of an absolute knowledge while in the hermeneutic 
perspective the knowledge can be realizable (Eriksson & Wiedersheim-Paul, 1999, p.197). 
We will begin to explain both of the alignments to give the reader an understanding to our 
choice. 

2.1.1 Hermeneutic approach 
The hermeneutic approach represents the qualitative interpretation and explanation with a 
subjective research role. It becomes a subjective assessment due to the fact that the 
researcher uses feelings, impressions and understanding when researching the chosen area 
(Patel & Davidson, 2003, p.28-29).  The hermeneutic approach is about trying to 
understand the reality from an interpretation perspective. The word hermeneutic means 
interpret. The hermeneutic approach is more interested to interpret the meaning than to 
reach the cause to a specific phenomenon. Qualitative method theory is concentrated on 
interpretation and understanding. It has the hermeneutic scientific theory as a base and 
deals with how the researcher reaches understanding of how people feel about themselves 
and their situation (Lundahl & Skärvad, 1999, p.44). 

The starting point in the hermeneutic approach is that the researchers create a pre 
understanding of the chosen area, which leads to questions, ideas and interesting problems. 
The next step is to work and interpret the answers to the questions that were asked. The 
interpretation will hopefully lead to new and increased knowledge which will lead to new 
problems and new questions. This will continue and thus give the researcher better 
knowledge of the reality (Eriksson & Wiedersheim-Paul, 1999, p.219-220). 

2.1.2 Positivistic approach  
The opposite of a hermeneutic approach constitutes of the positivistic approach. The 
positivistic approach stands for a quantitative method from an objective stand point. The 
positivistic approach is about building a discussion through experiment, logical coherence 
and quantitative measures. It means that through a positivistic approach different relation 
and occurrences get its explanation through mathematic approaches and rules (Eriksson & 
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Wiedersheim-Paul, 1999, p.197-198). The positivistic approach is an objective approach 
where the researcher should trust the logic and the pure fact (Thurén, 1991, p.15). The 
purpose is to study how something is instead of how it should be. Therefore, it is 
important that the authors separate between facts and values. Thurén (1991, p.14) says that 
the positivistic approach has its origin in the natural science, which means that the 
positivistic approach believes that it is possible to capture the social science in the same 
way as the natural science is captured. The main reason is to arrange theoretical hypotheses 
that can be empirical verified or falsified with support of scientific methods. Within the 
positivistic approach the aim is that all sciences should be built up in the same way. One of 
the characteristics of the positivistic approach is objectivity, which means that the 
researcher should be able to reach equal results under equal conditions (Patel & Davidson, 
2003, p.27). It is important to find and built objective cause-effect relations to explain the 
relations (Patel & Davidson, 2003, p.27). The research from the positivistic approach 
should not be affected by any influences in the environment (Patel & Davidson, 2003, 
p.28). 

Lundahl and Skärvad (1992, p.40-41) characterise the positivistic approach as follow: 

• The knowledge should be able to test empirically and the researcher does 
measurements instead of assessments. 

• The methods that are used within the positivistic approach shall give trustworthy 
knowledge. Central concepts are reliability and usefulness. 

• One cause-effect relation should be included in the study. 

• The researcher should be objective in the research work   

Our education has given us knowledge about the aspects that we will look into in this 
thesis. We also believe that we have some understandings of how investments are made in 
small family owned companies. We will therefore have some understanding within the 
research area. Some interpretation of the empirical information will also be necessary and 
therefore will be essential and it is therefore hard to say that we are completely objective. 
We are also aware that our possibilities to interpret answers from our interviews are limited 
by lacking experience in research, and a hermeneutic approach of some kind is therefore 
not possible. This is strengthening by the fact that it is impossible for us to research the 
underlying reasons for the respondents’ answers.  

However, to argue that we could simply observe and use logic to fulfil our purpose is 
difficult. We claim to lean towards a positivistic approach but do not say that we are using 
it fully as we believe that a total use of any scientific direction is hard for us to manage. The 
hermeneutic approach says that the researcher use its own memories and experiences when 
interpreting. Since we will try to be as objective as possible in the process we argue that our 
study is more of a positivistic approach. Further, we want to find the truth and not 
speculate. We want to obtain the reality through our interviews. Our goal is to build a 
discussion through logical coherence by using our empirical findings, theory and previous 
studies, this leans to a positivistic approach.  

Positivism and hermeneutic are both extremes to each extent and between those extremes 
there exist variants of the two approaches. Our study do not either has any distinct 
connection with only one of the two approaches. Still our study is more related to the 
positivistic approach due to the purpose of this thesis.   
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2.2 Choice of Perspective 
Within the scientific theory two comprehensive perspectives are discussed, subjectivism 
and objectivism. Subjectivism is explained in philosophy as the understanding that every 
phenomenon for its existence is dependent on a subject that notices it or reacts 
emotionally- or willingly on it (Nationalencyklopedin, 2005). Nationalencyklopedin (2005) 
defines objectivism within philosophy as the understanding that every phenomenon exists 
independent of all relations to the subject.  

According to Lundahl and Skärvad (1999, p.74-75) a researcher have to strive for 
pertinence and objectivity otherwise the reliability loses quickly. They also points out three 
different ways to use the perspectives within a study. 

1. Complete objectivity is possible and should be strived to attain.  

2. Complete objectivity is not possible, but the largest possible pertinence should be 
strived to attain. The pertinence means that the researcher should present ones 
assumptions and perspectives open and clear.  

3. The aware subjectivity is defendable in social science since it according to this 
approach is impossible to separate between the subjective and the objective.   

Our intention is to use the second perspective; complete objectivity is not possible, but the 
largest possible pertinence should be strived to attain. The pertinence means that the 
researcher should present the assumptions and perspectives open and clear. This study will 
lean through a positivistic approach but we will involve our own preferences and the study 
will be a little affected by that, which cause that we can not be fully objective. Our analysis 
will be supported from relevant literature and previous studies, which makes the study 
more objective.  

Our goal is to give the reader a fair thesis where we present our assumptions and 
perspectives open and clear, but we will of course bring our own thoughts into the study. 
The reader needs to observe the study and the result with a critical manner even though 
our purpose is to present in a clear and right way. We try to be as accurate as possible when 
explaining our procedure throughout the report. We are also precise when using theoretical 
references and all this leads to an increased trustworthiness in the study.  

2.3 Theoretical or Empirical approach    
How you approach the empirical reality related to the theory is one of the central problems 
within the scientific research work. There are three ways for a researcher to relate theory 
and empirical findings; induction, deduction and hypothetic deductive approach (Patel & 
Davidson, 2003, p.23). Deduction is often connected with the objective- and induction 
with the subjective reality. Deduction can be seen as the demonstrative way, induction as 
the explorative way and hypothetic deductive as a combination between them (Patel & 
Davidson, 2003, p.23-24) 

The starting point for induction is the empirical findings. This approach implies that the 
researcher should move towards the empirical findings with as little theoretical 
understandings as possible and compare it with existing theory. An inductive approach 
proceeds from a large amount of individual cases; the researchers derive connections from 
the observed cases and maintain that the connection is valid in general (Patel & Tebelius, 
1987, p.19). 
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The researcher can study a phenomenon without anchor it to an established theory instead 
the theory is formed from the empirical findings that have been collected (Alvesson & 
Sköldberg, 1994, p.41). An inductive approach does not always result in a true outcome 
even if the researcher has used a large amount of empirical findings. Through this approach 
the researcher can come up with a more or less probability for something to be true, but it 
is never possible to reach a result that is true by one-hundred per cent certainty (Thurén 
1991, s.20).  

The deduction implies that researchers proceeds from theory and models and test them on 
reality and draw conclusions about individual cases (Patel & Davidson, 2003, p.23). A 
logical conclusion is made and it is considered to be valid if it is logical coherent (Thurén, 
1991, p.23). This approach is less hazardous compared to the inductive approach because it 
proceeds from the general rule (theory) which is valid and also in the specific case 
(Alvesson & Sköldberg, 1994, p.41). That the researcher has theory as a starting point 
makes the research’s objectivism considered to be reinforced (Patel & Davidson, 2003, 
p.23). Deduction can on the other hand run the risk of not explaining anything at all and 
only confirm without questioning the facts (Alvesson & Sköldberg 1994, p.41). It is also a 
risk that the researcher will be to affected by the chosen theory that new observations of 
interests will not be found (Patel & Davidson, 2003, p.23-24). Finally, there is a risk that 
the researcher generates results that are logical correct but that are not useful to imply on 
reality (Hult, 2003, p.14). 

The hypothetic deductive approach can be seen as a combination of induction and 
deduction and it is according to Alvesson and Sköldberg (1994, p.42) a method that is 
often used within case study based examinations. Hypothetic deductive approach proceeds 
from empirical findings similar to the inductive approach but it does not reject theoretical 
perspectives which are the case with the induction approach. During the research process 
the theory and empirical findings are alternated and reinterpreted from each other 
(Alvesson & Sköldberg, 1994, p.42).  Hypothetic deductive approach does not exclude 
deduction or induction; instead those methods are a step to reach the hypothetic deductive 
approach (Alvesson & Sköldberg, 1994, p.43) 

We are not interesting in creating hypothesis from theory for testing them on reality to be 
able to reject or accept them which is the case in the deductive approach and a part of the 
hypothetical deductive approach. Instead we want to use the empirical findings as a starting 
point to be able to analyse the different parts and to derive general connections from the 
different cases to generate an understanding. Therefore we lean more towards the inductive 
approach through our thesis. The disadvantage with the inductive approach is that we can 
never be one hundred percent sure that the outcome is true. Therefore, we can not be 
certain that our result represent all small companies within the Småland region, instead it 
will just give us an indication of how it could be. In the inductive approach the researcher 
should proceed from the empirical findings with as little theoretical understanding as 
possible. Because we has written this thesis in chronological order with chapter one first 
and then the second chapter and so on, we have build up some theoretical understanding 
through the different chapters and especially from the chapters frame of reference and 
previous studies. Our semi-standardised interview questions are based on previous studies. 
Therefore, we can not say that we did not have any theoretical understanding before we did 
our empirical study but still our study are leaning more towards the inductive approach 
since empirical findings is our starting point for finding general connections.  
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3 Methodology  
This chapter illustrates our choice of method and course of actions during the collection of our empirical 
research. It explains our choice of respondents and discusses the reliability of our study. The chapter will also 
explain our analysis process.   

3.1 Methodological approach 
In all empirical studies the choice of method for data collection is an important and a 
fundamental decision. The researcher must be aware of the type of data that should be 
collected before a choice of method can be done. The nature of data that should be 
collected is decided by the problem and the purpose. An examination with a certain type of 
method will generate a certain sort of data (Halvrosen, 1992, p.78). There are two primary 
approaches to proceed from and those are qualitative and quantitative methods (Wigblad, 
1997, p.74). 

A quantitative approach has to do with quantity, occurrences, spreading and numbers. 
Numbers are used to describe how common a phenomenon is and to compare a 
phenomenon with others phenomenon’s and to find statistical relations (Repstad, 1999, 
p.9). The purpose of the thesis is to study how small family owned companies within the 
county of Småland makes calculations of their investments within the production process. 
Furthermore, consider the purpose and the importance of the calculation. Moreover, 
consider aspects that affect the investments and the investment decision. Finally, give 
suggestions for improvements within the investment calculation and therefore it is not 
possible or desirable to generate a result that can be quantified.  

According to Lundahl and Skärvad (1999, p.101) qualitative examinations refer to studies 
that aim to generate conclusions with support of qualitative analysis and qualitative data. 
The study objects are individuals, groups of individuals and their surroundings. The 
purpose is to describe, analyse and to understand the behaviour of individuals and groups. 
According to Repstad (1999, p.10 & 15) qualitative method is suitable in studies where only 
a small amount of objects are examined and when the researchers are interested in the 
objects entirety and their different nuances and that means that the researcher is going on 
the depth but not on the breadth (Repstad, 1999, p.10 & 15). The qualitative method is 
characterised by its flexibility. In a quantitative method it is a sin to change the schedule of 
the questionnaire when you have asked half of your sample; because that means that you 
will not receive comparable data. In a qualitative research that can be done and information 
that is received by an accident can be used, it is also possible to use following up questions. 
A qualitative research is not as structured as a quantitative research and therefore it is a risk 
that the comparison between the different study objects is becoming more difficult 
(Repstad, 1999, p.11-12). As a consequence of poorer structure it will also be harder for an 
external researcher to make an identical investigation again to be able to compare the 
different results.  

From the discussion above together with our intention of the study, which is to deepen our 
understanding within calculations in small family owned companies, and when the purpose 
of our study not is to collect data to be able to generalise we found the qualitative approach 
as appropriate for our study.  
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3.2 Methodological alignment  
The primary purpose with an investigation is to produce knowledge. Investigations should 
develop relevant and meaningful knowledge on the right knowledge level (Lundahl & 
Skärvad, 1999, p.10). It is still important to be conscious about the knowledge that is 
generated dependent of research method. This is made to receive desired knowledge of the 
current situation. According to Hult (2003, p.16) it is normal to chose between three 
different types of investigations within a study dependent of what knowledge the 
researcher wants to present in the thesis.  

• Explorative studies 
• Descriptive studies  
• Hypothesis examination studies   

 
Patel and Davidson (2003, p.12) say that most investigations can be categorised from how 
much the researcher knows about the problem area before one start with the investigation.   
 
When there are gaps in the knowledge the study is of an explorative nature. The purpose 
then is to collect the largest possible knowledge within the specific problem area. This 
means that the problem area is illustrated comprehensive. In studies where there already is 
a great deal of theory and maybe also existing models, the research is descriptive. In this 
type of studies the researcher chose to describe circumstances that has occurred or some 
existing phenomena. Within problem areas where the knowledge and existing theories have 
become very extensive the study can be hypothesis examination (Patel & Davidson, 2003, 
p.13). 
 
Björklund and Paulsson (2003, p.58) describe a third type of study, an explanative study. 
They explain an explanative study as a study that is used when searching for deeper 
knowledge and understanding, which is used both to describe and explain. Our study is of 
an explanative nature but there will mostly be elements of the descriptive nature.  
 
Björklund and Paulsson (2003, p.58) explain the descriptive study as a study that is used 
when there exist a foundation of knowledge and understanding within the area and the goal 
is to describe but not explain the relations that exists. Since we in our study want to mostly 
describe how investment calculations are made in small family owned companies it could 
be seen as a descriptive study. But since we also wants to explain how improvements of the 
investment calculations could be made we need to take the explanative study in 
consideration. To get answers to these questions we are doing qualitative interviews and we 
will explain and describe the answers and analyse these answers.  

3.3 Data collection 
In a study two different kinds of information is used primary- and secondary data. In this 
report we will use both primary- and secondary data. These two will be discussed in the 
chapters below. The two different types of data will be collected and analysed in the thesis. 
They will also be used when we are drawing the conclusions of our study. 

3.3.1 Primary data  
Primary data is new data that has been collected by the researcher with help of one or 
several different data collection methods (Halvrosen, 1992, p.72). The primary data in this 
study is the data that we are going to collect in our empirical research through qualitative 
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interviews. How our primary data will be collected is discussed more under the Interview 
and Selection headlines.  

3.3.2 Secondary data 
Halvrosen (1992, p.72) state that secondary data is data that is collected by someone else 
for an earlier purpose. There are different types of secondary data; these are process data 
that occur in relation to activities in the society for example articles and debates. 
Bookkeeping data for example company accounts and official register and finally research 
data that is data that is collected by other researchers through interviews or questionnaires 
(Halvrosen, 1992, p.72).  

During the development of the theory and the methodology chapters we have only used 
secondary information where we have reviewed. The theory is one of the parameters that 
have substantiated our interviews together with previous studies, which also is a secondary 
data. The secondary data will be used when we analyse the primary data.  

We have used several methods to collect the secondary data for our study. The largest part 
is found in Jönköping University’s library; with help of the databases Julia and Libris we 
have found specific and relevant books and thesis.  

3.4  Interview  
The interview is a method for collecting data and the information is collected from an 
interviewer that is asking questions or through a dialog between the interviewer and the 
interview object. Gathering information through interviews is a form of data collection that 
is necessary in most research situations. In every individual examination it is therefore 
important to make clear which type of interview that are going to be carried through, how 
interview objects should be identified, be contacted, which interview technique that should 
be implied and how the interview material should be registered, placed together and 
analysed (Lundahl & Skärvad, 1999, p.115).  

You can differ between interviews through looking at the degree of standardizing. Within 
interviews with a high degree of standardizing is the framing of the questions and the order 
decided beforehand, the structure of the interviews should be the same throughout 
different examinations. Within non-standardized interviews the interviewer can choose the 
questions and order of the questions more freely. Most important is that the questions that 
are asked give answers that cover the need of information for the study. There is also a 
middle way and that interview method is called semi-standardized interviews. Within this 
method you construct some questions beforehand that are asked to all respondents. But 
you also try to follow up the answers with following up questions (Lundahl & Skärvad, 
p.115-116). 

The advantage with non-standardized and semi-standardized interviews in contrast to 
standardized interviews is the increased wealth of nuances at the cost of the possibility to 
quantify the collected data (Lundahl & Skärvad, p.116). We are going to make a study 
where we are not interested in quantifying any data. Therefore, we are going to use the 
semi-standardized method where we have an interview guide but where we leave room for 
following up questions and which will result in a more nuanced result.  

Furthermore, we have decided to use non-structured interviews. Structured interviews 
differ from non-structured interviews through being information orientated while non-
structured interviews are both information orientated and person orientated (Lundahl & 
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Skärvad, 1999, p.116). That implies that in our study we will focus on both pure fact and 
the respondent’s attitudes and opinions.  

According to Lundahl and Skärvad (1999, p.117) the researcher must identify the actors 
that are the most important in comparison to the study’s purpose. We are going to contact 
four companies and with help from them find appropriate persons within the company to 
interview for gathering information to solve our purpose. According to Repstad (1999, 
p.67) it is a risk to use external help inside the interview object for deciding which 
individuals within the company to be interviewed. The person can propose interview 
objects that makes the company look good but that are not the best solution for solving 
the purpose with the thesis. Repstad (1999, p.67) also mean that the researcher sometimes 
does not have any choice. The researcher may not have a general view of the objects and 
not the entry for receiving that, therefore a researcher sometimes needs to use individuals 
within the study object to be able to find the most important individuals to interview.  
Since we do not have the knowledge and the entry to receive a general view to decide upon 
individuals to interview, we will need to contact the interview objects for discussing 
appropriate individuals to interview.  

One person is going to ask the questions and one is going to concentre on making notes 
from the interview. According to Repstad (1999, p.70) the interview object can feel 
uncomfortable when recording and therefore we have chosen to not record and instead 
rely on notes. We are aware that information can be lost without a recorder, but we believe 
that since we are two persons at the interview the risk is minimised. We believe that we will 
loose more information due to the fact that the respondent feels uncomfortable with a 
recorder, recording the answers. Lundahl and Skärvad (1999, p.121) points out the 
importance of putting together the interview as quick as possible after the interview for not 
losing any important information. Our intention is also to put the interview together during 
the same day as the interview has taken place. We also believe it to be important to divide 
and clarify the different roles before the interview to get rid of misunderstandings and that 
is also our intention to do.  

To increase the possibility to receive as much information as possible during the interview 
we will send out an interview guide to our respondents beforehand. The reason for this is 
to give the respondent the possibility to prepare for the interview. We will also send a 
personal letter to every respondent along with the interview guide where we will present 
the purpose of our study and present ourselves. That gives the respondent the opportunity 
to reach us if they have any questions and we think that it will increase the quality of our 
study. When the study is made we will put all the information together and send it to the 
respondents for a control, by doing this we will make sure that all information are of high 
quality and valid. 

Our starting point when constructing our questionnaire will be our problem statements. 
From the problem statements we deduced questions from the previous studies, which will 
be related to the theory that we presented in the frame of reference chapter. In appendix 4 
the relation between the problem questions and the questions in the questionnaire will be 
presented. Furthermore, in appendix 3 the questions from the questionnaire will be 
presented with there relations to the previous study and the theory from the frame of 
reference.   

3.5 Selection  
Selections is about deciding who, which or what that are going to be interviewed or 
observed. The selection that is made is often a result of a weighing between what is 
desirable and what is practical possible. Selection can be divided into two fundamental 

15 



 Methodology  

types, probability selections and non-probability selections. In a probability selection it is 
possible to specify the probability for an element to be included in the selection from the 
population. In a non-probability selection the probability can not be insured and all 
elements do not have the same possibility to be chosen. When using a probability selection 
the researcher has the possibility to generalise the result on the whole population (Lundahl 
& Skärvad, 1999, p.97).  

Statistical generalising is not a central purpose or possible when using a qualitative method 
(Repstad, 1999, p.67). But it is still important to make the right selection of respondents. If 
the respondents can not give information that helps the researcher to solve the purpose, 
the thesis will end up being worthless. The primary purpose for a respondent to be selected 
from a sample is always that the researcher believes that the person can give relevant and 
important information for the project (Repstad, 1999, p.67).  

According to Merriam (1994, p.61-62) the non-probability selection is the most suitable 
method to use within qualitative research. The most common forms within non-probability 
selections are targeted selection or criterion selection. A fundamental acceptance for 
targeted selection is the wish to discover and to get an understanding. A criterion selection 
demands a description of the criterions that are essential for deciding if an object should be 
a part of the examination. The researcher will then search for the selection from the pre 
formulated criterions (Merriam, 1994, p.61-62). 

We are going to use a qualitative method throughout our thesis and we do not wish to 
generalise the result. Therefore we believe that a non-probability selection would be the 
most suitable option for our examination.  

To assure ourselves that we selected the most suitable study objects we decided to use a 
criterion selection. We used the database “Affärsdata” for limiting our selection. In the 
database we were able to limit our selection by different criterions. We limited the selection 
into industrial limited liabilities companies (LTD) (see appendix 1) and companies within 
the “Småland” region. Furthermore, we used “Sveriges Riksdags” definition of a small 
company to come up with the criterions 10-49 employees, a turnover less than 10 million 
Euro and total assets less than 10 million Euro (approximately 90 million Swedish 
“kronor”). The reason for chosen the other selection criteria, a result of the year more than 
2 million Swedish “kronor”, were to limit our selection and because of the higher 
possibility that the companies have made investment the next coming years (2004-2005) 
and also because it results in current information about their investments. Because the 
annual accounts for 2004 were not yet published in Affärsdata we were forced to use the 
annual accounts for 2003.  
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 Selection criteria: Possible companies 

Active LTD. Companies within the “Småland” region 17 340 

Industrial companies (appendix 1) 4800 

10-49 employees 985

Turnover < 90 million Skr. 955

Total assets < 90 million Skr.  950 

Result of the year > 2 million Skr. 105

Family owned  ? 

Table 3-1 Selection criteria and possible companies 

The table above shows that we can make our selection of 4 companies out of 105 
companies. The last criteria are that the company is family owed and this information was 
impossible to receive from the database that we used for limiting our selection. As a matter 
of fact it is impossible to receive that information at all. To solve this issue we will do a 
non-probability selection of a company and contact it and ask whether or not it is a family 
owned company. But we estimate that at least half (52) of the companies are family owned. 
If the company that we contact is family owned we will use it in our study and if it is not 
we will select another one from our list of possible companies. Our population is 105 
companies and we will interview approximately 4 percent of them; four different 
companies.    

The figure below presents our chosen companies.  

Company Employees Turnover Assets Result 

Company A 17 31 397 000 48 412 000 2 452 000 

Company B 37 57 793 000  54 929 000 5 608 000 

Company C 28 31 304 000 44 115 000 4 703 000 

Company D 29 26 247 000 24 888 000 2 610 000 

Table 3-2 Illustration of our selection of respondents, figures in Swedish “kronor” (2003) 

When we select the investments at the companies that we want to look into, it will be 
selected from company to company but we will delimit the possible investments to look 
into after the delimitations that we made in figure 1-3 in chapter 1. Where we say that we 
want to study real investments delimitated from a certain size of the investment, the object 
of the investment and also what the intention is of the investment. 

3.6 The Analysing Process  
We are going to use a model by Miles and Huberman (1994) when doing our analysis in 
our thesis. This model tells us that the analysis process can be seen in three steps, data 
reduction, data display and conclusion. They also argue that the analysis should be seen as 
an iterative process. 
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Figure 3-1 Components of data analysis (Miles & Huberman, 1994, p.12)  

Step 1 – Data reduction 
Data reduction is something that is included in the analysis. Data reduction is a form of 
analysis that sharpens, sorts, focuses, discards and organise data which enable that final 
conclusions can be drawn. Data reduction occurs continuously when making a qualitative 
project. Before the data are collected data reduction appears as the researcher decides 
conceptual framework, cases, research questions and throughout the data collection that is 
chosen to use. Furthermore, the data reduction continues throughout the data collection 
when writing summarises of the interviews from the notes and when clustering and coding 
the material to be able to find patterns Miles and Huberman (1994, p.10-11).  
 
After our interviews we are going to reduce and summarise all the notes that has been 
made by each company with the purpose of discard unimportant information for the study 
and to create a clear and organised text and which is placed in the empirical findings. We 
are going to use the problem questions for structuring the data from the interviews (look at 
table 6.1 for an example). 
  
Step 2 – Data display 
Looking at displays helps the human beings to receive an understanding of a large amount 
of data. From that can more analysis be made or conclusions can be drawn based on the 
understanding that was generated by the data display. Human beings are not good at 
working with a large amount of information and our cognitive tendency exists to reduce 
complex information into selective and simplified forms. Better data displays are a large 
part for generating valid analysis (Miles & Huberman, 1994, p.11). 
 
There exist a large number of different techniques for displaying data and Miles and 
Huberman (1994, p11) mention for instance matrices and charts as suitable techniques for 
this purpose. All techniques are designed to organise the information into an immediately 
accessible and compact form so that the analyst can see what is happening. Designing a 
display and deciding the information that should be entered are analytical activities (Miles 
& Huberman 1994, p.11). 
 
To be able to create a clear, accessible and compact form of the information from the 
interviews we are going to construct matrices which should contain reduced data. We are 
going to construct a matrix that is built up on the problem questions under each company 
in the empirical findings (look at table 7.1 for an example). In the analysis chapter new 
matrices are going to be made for each question and the information from all companies 
that are related to the problem question should be integrated into different matrices for 
each interview questions.    
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Step 3 – Conclusion drawing and verification 
The third step in the analysis process is conclusion and verification. Here should the 
researcher find a meaning from the data that was displayed in the second step. A 
conclusion can be drawn through different methods; by comparing, by searching for 
patterns, by using metaphors, by looking for divergent opinions, and many other methods 
(Ryen, 2004, .116). We have chosen to use three of the methods that Ryen (2004, p.116) is 
mentioning, comparing, looking for divergent opinions and looking for patterns. We are 
going to compare the different companies and looking for patterns and divergence both 
within the studied companies but also with the previous studies. Theory from the reference 
framework is going to be used as a support to our analysis. Our way of working in this 
matter can been seen in figure 3.3. 

 

 

 

 

 

 

 

Figure 3-2 The relations in our analysis 

Theory Previous 
studies

Analysis 

Empirical 
findings

Furthermore, the conclusions are also verified as the analyse proceeds. That can be made as 
brief as a fleeting second thought crossing the analyst’s mind during the writing and the 
researcher return to the field notes for a check. It can also be more advanced actions from 
the researcher, for instance can the researcher replicate a finding in another data set (Miles 
& Huberman 1994, p.11).  We do not have recourses or time for making any advanced 
verification and we will only check field notes if something will come up during the writing.   

3.7 Ethics 
Repstad (1999, p.68) discuss Swedish ethical rules regarding research.  

• Information implies that the respondents know the purpose of the study and that 
they are aware of the voluntariness of their cooperation. 

• Confidentiality implies that the information from respondents is kept in a reassuring 
way and that the information is handled with greatest confidentiality.  

• Employing implies that the information that is collected from respondents only can 
be used for the specific research purpose.   

We are going to pay attention to those ethical rules when we carry through our thesis. We 
will explain the purpose with our thesis for the respondents and that it is voluntary to 
participate in the study. We will also give the study objects the opportunity to be 
anonymous and we will handle the given information from the respondents with the 
greatest carefulness. Finally, we will only use the collected information from the 
respondents to the specific research purpose.  
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3.8 Trustworthiness  
To give the reader a picture of the trustworthiness in our study we will discuss two 
concepts, validity and reliability and we will also bring the reader a discussion of 
generalisation. We will discuss strengths and weaknesses with our study and describe what 
we have made to improve our thesis. 

According to Björklund and Paulsson (2003, p.59) the aspects of validity, reliability and 
objectivity always needs to be attentive when writing an academic report. Validity concern 
to what extent we measure what we intended to measure. Reliability is the extent of the 
reliability of the measurement that means that the same result would arise when repeating 
the investigation in the same way several times (Björklund & Paulsson, 2003, p.59). 

The ambition should be to reach the highest validity and reliability as possible. However, it 
is important to compare the ambition level with the assets of resources when making the 
report (Björklund & Paulsson, 2003, p.60). 

3.8.1 Validity 
High validity means that the measure instrument measure what they intend to measure and 
that systematic measure failure are avoid (Lundahl & Skärvad, 1999, p.150). To get the 
highest validity as possible we formulate the questions to our interviews on the basis of the 
problem and purpose in the study. Furthermore, the questions are built up from the theory 
and the previous studies that we discuss in the report.  

The validity can be separated in an internal and an external validity. Internal validity is if an 
investigation, in our case interviews, measure what is intend to measure. External validity 
means that the subject that has been studied should agree with the real result (Lundahl & 
Skärvad, 1999, p.150-151). 

Repstad (1999, p.67) points out that people that answer to interview questions are not that 
problem oriented as they would have been if it was a real situation. It would have been 
better to observe a real situation instead of doing interviews, but due to the lack of 
resource it would been impossible to do that. The interviews will instead give us the picture 
and the structure of the companies’ investments.   

To increase the validity in a study one can use different perspective or use different 
methods to fulfil the same purpose. One could use several different books and literature or 
respondents (Björklund & Paulsson, 2003, p.60). Our goal is to give the study as high 
validity as possible by comparing different theories and interview several companies. To 
increase the validity even more we will inform our respondents about the study’s purpose 
and that will hopefully give us more motivated respondents. Our proposed respondents 
will take part in the study of own will and interest, which hopefully will give honest 
answers.   

3.8.2 Reliability  

A research with good reliability is recognised through the measuring. If the measuring is 
not affected by whom doing the measuring or by the circumstances it was made, then there 
is high reliability. In a research with good reliability is the measuring not affected of 
accidental occurrence, and then it exits few random errors.  The reliability can be increased 
trough standardise the research procedure and secure that the measurements carry on in 
the most identical way as possible (Lundahl & Skärvad, 1999, p.152).  
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The qualitative study is open and flexible and that could be a disadvantage because it could 
be hard to describe the course of action and that means that it could be hart to redo the 
study and receive the same result, which leads to a decrease of the reliability.  

To increase the reliability in our study we have chosen to state side numbers in the 
references in our report. The side number will be presented in all references, but in some 
cases it is hard to specify to a certain part of a book or report and in those cases will we not 
specify the side number. That could be for example in the previous studies where we 
summaries a hole report. Our goal is to state the side numbers as much as possible.  

To reach high reliability we have chosen to use different standardised routines. The first 
standardized routine was to create interview guides to use through the interviews to get the 
circumstances as equal as possible. The guide will consist of the most important questions 
that we intend to ask, but since our interview will be semi-structured we will ask follow up 
questions when it is necessary.  During the interview one of us will ask the main questions 
and the other one will take notes. Both will have the opportunity to ask follow up 
questions to get more information. To get the most correct picture we will put our 
understandings from the interview together as soon as possible. Furthermore, we will form 
the interview questions in a way that makes them easily comprehensible to minimise the 
risk for misunderstandings among the respondents.  

3.8.3 Generalisation 

Generalise ability means that the result of the sample should be able to generalise to the 
whole population (Lundahl & Skärvad, 1999, p.195). In a qualitative method it is often hard 
to draw generalise able conclusions. But in our investigation generalisation has never been 
the purpose; we want to look into the investment process and see how it works and to see 
if there could be any improvements. However, we believe that the result from our four 
interviews gives a good picture of how investments and investment calculations are made 
in small family owned companies but we will not be able to generalise the result to the 
whole population.  

There are two different types of generalise ability; statistical and analytical. The statistical is 
when a study is generalised to include a whole population. An analytical generalisation is 
created by theories and patterns that are created with a qualitative research (Lundahl & 
Skärvad, 1999, p.195). The statistical generalise ability is impossible for us to reach, since 
we do not use a statistical sample. We will instead make an analytical generalisation were we 
present the theories and patterns that we receive from the interviews. But as mentioned 
above we will not be able to generalise to our whole population, we can only give some 
indications.  

3.9 Course of action 
This chapter is a conclusion of our method and it will give the reader a picture of how we 
are going to do our study. First we will collect literature and the literature will consist of 
theory such as books and thesis. Then we will study the chosen literature and write the 
theory and previous study chapter. On the basis of these two chapters we will make an 
interview guide to use during our interviews which is our qualitative research. The 
information that we receive from our own interviews will then be analysed in the analysis 
chapter where we compare and connect the result with the theory from the frame of 
reference and previous study. The analysis will be the ground for our conclusions and 
result of the study.  
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Figure 3-3 The study's cause of action 

3.9.1 Structure of the thesis 
The structure of the thesis is one important aspect that we have considered. We have 
chosen to structure our thesis like this; from the previous studies we have gathered 
questions to our interview guide, appendix 3, and in the appendix the questions are 
connected to theory and previous studies. These questions have then been organised into 
several problem questions (appendix 4). The interview questions as well as the problem 
questions are answered in the previous study chapter. The previous study chapter presents 
the information study by study, where every study is presented in a broad summary. The 
structure of the empirical findings chapter will present the information company by 
company (interview by interview) and use the problem questions as underlying headlines. 
The information in the empirical findings chapter is the first of our reduction of 
information; we will begin with notes from our interviews, which we will reduce into 
approximately two pages of information per company from the interview. The next 
reduction step will be that we reduce the information even more into matrices, which in the 
empirical findings chapter will be presented company by company. This information will 
then be moved into the analysis chapter where it will be presented question by question, 
this reduction will make it possible for us to get the most suitable information and it will 
give us the opportunity to find conclusions. In the analysis chapter the empirical findings 
will be compared, looked for divergent opinions and looked for patterns in the data 
material. Furthermore, we will compare and analyse our results with the results from the 
previous studies and the frame of reference. The conclusion chapter will then present the 
conclusion of every problem question that we have stated in the introduction chapter, 
which mean that we will draw conclusions for our problem questions and the purpose of 
our thesis, based on our analysis of the interviews and the secondary data from the frame 
of reference and previous studies.  

The problem questions from chapter one are formulated into headlines in the empirical 
findings chapter and in the analysis chapter to elucidate the structure even more and it 
leads to a very good connection between the information and a specific question.  
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4 Frame of Reference  
In this chapter we will describe different theories and concepts. We will give an introduction to Investments 
and investment calculations and we will also describe the different calculation methods more in to depth. All 
theory will be collected to fulfil the thesis problem and purpose.    

4.1 Investments  
An investment is according to Wramsby and Österlund (2004, p.1) when a private person, 
company or an organisation abandon a consumption space today to receive a larger 
consumption space in the future. An investment is a capital commitment that gives 
payments consequences during a period of time. A capital commitment is that the company 
stake capital with the expectation to receive the capital back plus a profit (Ljung & 
Högberg, 1996, p.9). The same author explains that an investment gives payments 
consequences, in- and out-payments, during a long time. In a business administrative 
content intend investments to obtain lasting production resources (lifetime more then one 
year) and an increase of inventory (Nationalencyklopedin, 2005). An investment is 
therefore something totally different than consumption. Ljung and Högberg (1996, p.9) 
points out ordinary reasons behind investments within companies, which could be: 

• To increase and change capacity 
• To replace old equipment 
• To increase quality of product/service 
• To increase the productivity  
• To increase the sales   

 
In most cases it is difficult in advance to know if an investment is profitable or not, 
because it is hard to predict the future payments. A company has to investigate and predict 
the future demand and supply on goods and services to be able to do a correct assessment 
if an investment is profitable or not. Most complicated is to estimate an investment that 
does not give any income like direct payments. Within companies an investment often 
involves a great deal of money, an investment proceeds of a long process with strategically 
decisions. (Wramsby & Österlund, 2004, p.2)   

4.1.1 The Investment process  
An investment is a process of different steps; the five different steps can be viewed in 
figure 1-1 in chapter 1. The steps are built on a time axle, were step one is made first and 
than the other steps are made after each other: (Wramsby & Österlund, 2004, p.4) 

1. Idea  
2. Line of Action  
3. Evaluation  
4. Decision  
5. Follow up  

 
The first step is connected to the idea of the investment. Here it is interesting to see how 
ideas arise and who come up with the idea. The second step is about formulating, analysing 
and comparing different alternatives that are connected to the company’s goals and 
strategies. In the evaluation step the investments economical consequences is evaluated. To 
do this the company uses different models and methods to receive a good decision basis. 
Other aspects that are important to think about are also discussed in this step, such as if 
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and how tax payments should be handled in the models and methods. Another aspect to 
consider is how the company should handle risk that comes with the investment and finally 
discuss how the yield requirement should be handled. In the forth step the company uses 
the information from the previous steps to make an investment decision. Here the decision 
maker needs to choose an investment alternative among several different alternatives. It is 
in this step important to not just consider the economical information but also consider the 
technical information such as performance and quality. The decision that is taken should be 
agreed with the company’s investment policy and business direction. It should also be clear 
who has the right to make an investment decision, which has the responsibility and the 
decision maker should be aware about the risks. All investment decisions are more or less 
insecure and the result of the investment depends on several aspects. In the final step the 
follow up is made, which means that the company analyse the result of the investment 
during a period of time. Here the company analyse causes to deviations and take measures 
for the errors or differences that occurred. The follow up is a putting together of the 
forecasts, the pre calculation, the result and the after calculation. (Wramsby & Österlund, 
2004, p.4-5) 

4.1.2 Types of investments     
Investments that are made by companies can be divided into four different types of 
investments (Wramsby and Österlund, 2004, p.6): 

• Real investments 
• Financial investments 
• Market investments 
• Personnel investments  

 
Real investments often refer to investments within production resources or other issues 
that concern the company’s production of products and services. While financial 
investments refer to invest in different types of bonds and securities. Another type of 
investment is market investments which make it possible to be close to a market with a 
product. Finally, the personnel investment deals with education of employees. (Wramsby & 
Österlund, 2004, p.6) 

Secondly investments can be classified by size, intention and objects of investments. The 
size of the investment is further divided into small routine investments, project investments 
(that can be authorised by a smaller lead group or a company’s lead group) and finally large 
investments (that might require decision by board of directors) (Wramsby & Österlund, 
2004, p.6).   

The investments that are classified by the intention of the investment are further divided 
into replacement investments (re-investments) which involve that existing resources over 
time is changed to new in purpose to secure the current capacity. Bergknut et al (1993, 
p.18) writes that a replacement investment is an investment that convey a change of 
existing object against an object with corresponding production. Expansion investments 
(new investments) means to increase the production capacity for present and/or new 
products on existing markets and/or on new markets. Bergknut et al (1993, p.18) means 
that an expansion investment is an investment that bring increased production capacity. 
Rationalisation investments are carried out in purpose to try to increase the profitability in 
a company by decreasing the costs. Science and development (product and process 
renewal) investment are investments that comprise development, renewal and protection of 
products and production process. Environmental investments is carried out to increase the 
external and internal environment in a company, these investments could be made 
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voluntarily or could be forced by legislation. The last intention is other types of investment 
like personnel investments (Wramsby & Österlund, 2004, p.6).  

Furthermore, investments can be classified by investment objects that further are divided 
into machines-, buildings-, land-, inventory-, personnel-, and financial investments 
(Wramsby & Österlund, 2004, p.7).  

4.1.3 Investment calculation  
An investment calculation is a valuation technique to estimate profitability of different 
investment- and financing alternatives that reach over several years. According to theory 
the theoretical market value for every asset and dept can be calculated with starting point 
from the investment calculation technique. An investment calculation has several 
limitations. It is often built on insecure data and it does not give any complete basic data 
for decision-making. To the economical judgement other aspects must be added such as 
production technique and environmental character. (Nationalencyklopedin, 2005) 

The investment calculation is made to make it possible to estimate the profitability for an 
investment and to be able to rank different investments (Bergknut et al, 1993, p.28). An 
investment calculation is a liquidity budget of several years that is evaluated with a yield 
demand (Wramsby & Österlund, 2004, p.4). The authors also mean that the reason for the 
calculation is to get information whether an investment is profitable or not. Another reason 
is to prognosis the payment over time. All payments in an investment calculation is 
summarised in the end of the year, it is just the payments that will be affected by the 
investment decision that should be brought into the investment calculation. Bergknut et al. 
(1993, p. 35) bring up three different payment consequences that an investment give origin 
to. The three are the ground investment, the current payments and the residual value.  

4.1.3.1 Ground investment 
The ground investment concerns all payments that occur in the achievement of an 
investment. The ground investment includes all capital that is connected to the investment 
object in the beginning of an investment (Bergknut et al, 1993, p.35). Examples of cost that 
is connected to the ground investments; acquiring of buildings, market investments, 
machines and inventory and working capital. (Wramsby & Österlund, 2004, p.10-11) 

Wramsby and Österlund (2004, p.12) means that working capital of a ground investment 
often is separated to an own post in the calculation. The reason for this is that the binding 
of working capital can change over a calculation period due to the change in volume.  

4.1.3.2 Current payments 
To receive information if an investment are profitable the company must predict the 
economical payment consequences during the investment’s length of time (Wramsby & 
Österlund, 2004, p.12-13). The two central concepts are inflow of money and outflow of 
money (payments). It is often very hard to predict these payments during long time 
periods, when collected information it becomes harder to predict the longer the 
investments lifetime is. It can also be hard to connect certain payments to a specific 
investment. Other issues that make it hard to predict payments are inflation and to decide 
when during the year different payments are made (Wramsby & Österlund, 2004, p.12-13).  

4.1.3.3 Residual value 
When an investment length of lifetime is over it is possible that it has a residual value or a 
second hand value. If an investment is considered as useful after the certain length of time 

25 



 Frame of Reference  

the company can sell the asset and get money for it (Bergknut et al, 1993, p.36). The case 
could be the opposite; an investment can have a negative residual value, which means that 
is cost money to get rid of the asset (Wramsby & Österlund, 2004, p.13-14). 

The table below shows how an investment calculation can look. This investment is having 
a length of time of five years. The table brings up the concept that are discussed in this 
chapter, the first year an investment is made, and during the years the investment has 
different payments, inflow of money and outflow of money, and the last year the 
investment hopefully is re-paid and that there exist a residual value of the investment. Even 
more important is that the total amounts over the five year are positive.  

Year/ 0 1 2 3 4 5 
     Type of payment             
Ground Investment   - G           
Residual Value           + R 
In Payments   + P + P + P + P + P 
Out Payments   - P - P - P - P - P 
Working Capital  - WC         + WC 
Amount -/+ A -/+ A -/+ A -/+ A -/+ A -/+ A 

Table 4-1 An investments different payments divided over time (Wramsby & Österlund, 2004, p.10) 

There are two other important parameters to take into consideration in investment 
calculations. The first on is the lifetime of an investment and the second is the cost of 
capital.  

4.1.3.4 Lifetime  
There are two types of lifetime, economical- and technological lifetime (Ljung & Högberg, 
1996, p.11).  The authors describe the economical lifetime as the time to the point of time 
that give the investment maximum profitability. Technological lifetime is described as the 
time that an investment object can be used with consideration to physical wear. It can also 
be describes as time it take until an investment is considered unusable. In practice 
companies use different models for the economical lifetime and the models differ between 
different investment objects. The economical lifetime is often set with consideration to the 
technological lifetime (Ljung & Högberg, 1996, p.11). Bergknut et al (1993, p.85) discuss a 
third type of lifetime, estimated lifetime. The estimated lifetime is a subjective assessment 
based on different factors within the investment. The estimated lifetime are considered as a 
practical used approximation of the economical lifetime, which is built on assessments 
from former experience and knowledge (Bergknut et al, 1993, p.85).  

4.1.3.5 Cost of capital 
Cost of capital is the interest to disposal a company’s money to buy for example 
production equipment. The cost of capital is used to recalculate money over time to make 
the money timely comparable (Kinnander, 1996, p.13). 

4.1.3.6 The limitations of an investment calculation 
The investment calculation is build up on assessments of more or less qualified guesses of 
price development and sales performance. The result of the investment calculation can not 
give more information than what its components allows it to do. The calculation is only an 
assessment on an imagined development. The calculation can not consider all the 
economical consequences and other important facts that are possible to identify (Bergknut 
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et al, 1993, p.30). The authors also points out that it is important that the investment policy 
within companies not are focused on profitability in the short run which many calculations 
are, but instead to be more focused on the company’s renewal in the long run (Bergknut et 
al, 1993, p.30). 

4.1.4 Investment differences in small and large companies 

In most cases large companies have access to different sorts of experts. The procurement 
department often has specialists of negotiations and agreement issues for purchasing 
machines etc. to the production sector. They also often have experts on maintenance issues 
and technical issues in the production sector.  Those persons work almost exclusive with 
procurement of different kinds which makes their competence high (Kinnander, 1996, 
p.64).   

Kinnander (1996, p.64) means that smaller companies do not have the same amount of 
expert recourses and often can one person handle all the different roles within the 
investment process. That investments are relatively rare in a small company also contribute 
to lack of experience and competence. How the investment process is handled in the small 
companies vary a great deal and it is heavily personal related. 

The consequences for not making a correct procurement are not noticeable before a 
problem has occurred. Many of the consequences are arising slowly and can affect the 
investments profitability throughout the investments whole lifetime (Kinnander, 1996, 
p.64).    

The small company is more often leaved out to the supplier’s interpretations of what has 
been agreed up on. Often it is working well because of the low complexity of the 
purchased equipment within the production sector which limits the risks for unpredicted 
situations (Kinnander, 1996, p.64-65).   

Smaller companies could earn a great deal of using the same systematic as large companies 
use within the purchasing process. They do not need to follow all steps but the awareness 
of which steps that are important will make it easier to prioritise recourses.  Furthermore, it 
will make it easier to judge the consequences for skipping a step. Finally, it will make it 
easier to decide when it is motivated to rent external competence (Kinnander, 1996, p.65).   

4.2 Methods of Investment Calculation 
This chapter will explain the different calculation methods that companies can use to 
calculate their investments. We will start with a broad explanation of the different methods 
and then we will discuss them more in detail one by one. The methods that we will discuss 
are the Pay-back method, the Net present value method, the Annuity method and finally 
the Internal rate of return method. The different methods give different measurements of 
profitability. The measurements’ units can vary and they can be expressed in money, 
percentage or time (Wramsby & Österlund, 2004, p.36).  

The purpose with an investment calculation is to decide the profitability of an investment. 
The calculation is made to decide whether to do an investment or not or to decide which 
investment alternative to chose if there is several different alternatives (Wramsby & 
Österlund, 2004, p.36). 
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Method Ground Principle Decision rules 

Pay-back  The time it takes to get 
the staked money back is 
calculated 

• Profitable if the pay-off time is 
shorter than a certain number of years 

• Shortest pay-off time is the most 
profitable 

Net Present 
value 

All payments is 
discounted to a reference 
point in time 

• Profitability if the net present value is 
positive 

• The higher net present value the 
better 

Annuity  The payments are 
recalculated to a yearly 
recurrent amount   

• Profitability if the annuity is larger 
than zero  

• The greater annuity the better 

Internal rate 
of return 

The rate that gives the net 
present value zero is 
calculated 

• Profitability when the internal rate of 
return is higher then the calculation 
rate 

• The higher internal rate of return the 
better 

Table 4-2 Different calculation models (Kinnander, 1996, p.29) 

4.2.1 Pay-back method 
The pay-back method is the most common investment calculation method (Wramsby & 
Österlund, 2004, p.36). Research shows that the pay-back method is the most ordinary 
method for investment calculation, anyway in small and medium companies (Wramsby & 
Österlund, 2004, p.49). The pay-back method calculates the time it takes before the 
summarised inbound payments surplus is the same as the ground investment. The method 
helps the company to see how long time it will take for the investment to be repaid. 
Companies often have established measures of how fast they want an investment to pay-
off and they chose the alternative with the shortest pay-back time. The established 
measures on the pay-back time within a company vary between different investments and 
decide often on the basis of a company’s liquidity and former experiences (Wramsby & 
Österlund, 2004, p.36). 

The advantages with the pay-back method are that it is easy to understand and use. This is 
according to Wramsby and Österlund (2004, p. 36) because it is liquidity focused and uses 
payments in valuation. The same authors also say that companies often use the method as a 
control instrument, which means that they use it as a profitability appraisal of an 
investment alternative.  

The disadvantages with the pay-back method are that it does not take money’s time value 
into consideration. That means that it does not consider the interest of the payment 
surplus, which leads to that the pay-back time becomes shorter then it should be (Ljung & 
Högberg, 1996, p.65). Wramsby and Österlund (2004, p.36-37) points out that another 
disadvantage is that the profitability is measured in time and not money.  

4.2.2 Net present value method (NPV)  
In opposite to the pay-back method the net present value method take moneys time value 
in to consideration. The reason for this is to do the payment consequences comparable in 
terms of time. The method involves a comparison of the different payments’ surplus 

28 



 Frame of Reference  

during the investments lifetime with the ground investment by recalculate the payments’ 
surplus with the cost of capital. The investment is profitable if the net present value is 
larger or equal to zero (Ljung & Högberg, 1996, p.44). The net present value method give 
companies the answer to the question whether they should make the investment or not, if 
it is profitable or not (Wramsby & Österlund, 2004, p.38). 

The largest advantage with the net present value method is that it considers the time value 
of money. Wramsby and Österlund (2004, p.36) points out another advantage and that is 
the opportunity to measure the profitability in terms of other measurements than time or 
percentage. The disadvantages with the method are according to Wramsby and Österlund 
(2004, p.38) that it is hard to estimate all future payments. Another problem is that the cost 
of capital that should be used by companies is hard to decide. If the cost of capital is large 
it favours investments with high payments later in time while it would be a disadvantage for 
investments with large payments in the early part of the investments lifetime (Ljung & 
Högberg, 1996, p.50).  

4.2.3 Annuities method 

The Annuities methods purpose is to reach a measure of how large the average yearly 
surplus or the average cost per year are during a certain period. An investment alternative is 
profitable if the average surplus, that means the annuities, are larger than or equal to zero 
(Wramsby & Österlund, 2004, p.43). To calculate the annuity the net present value method 
is used to get the net present value and the net present value is then recalculated to the 
annuity (Ljung & Högberg, 1996, p.53). If the alternatives have the same lifetime the 
annuities method give the same answer as the net present value method. What method that 
is used depends on what answer the company wants to have, if they want it presented in 
net present value (money today) or as an annuity (money per year) (Ljung & Högberg, 
1996, p.53). The annuities method is then often used in cost calculations, where the 
company wants all the costs presented in cost per year.  

The method can be used to compare and evaluate different investment alternatives with 
different lifetime, which is hard to do with the other methods (Wramsby & Österlund, 
2004, p.44). Ljung and Högberg (1996, p.58) bring up two disadvantages with the annuities 
method, the first one is that it does not consider the liquidity and the second is that the 
order between the different alternatives affects of the size on the cost of capital.   

4.2.4 Internal rate of return method (IRR) 

The internal rate of return method intend to calculate the internal rate that gives the net 
present value zero and the method is the most common method to do yield calculations. 
The internal rate of return is the percentage of the yield that an investment gives on the 
staked capital (Ljung & Högberg, 1996, p.59). According to Wramsby and Österlund (2000, 
p.39) an investment alternative is only profitable if the internal rate of return is larger than 
the companies’ cost of capital. 

Like the net present value the internal rate of return considers money’s time value and is 
good to use since it use all torrents of payments. It also has the same negative aspects, 
which is that it is hard to estimate future payments and that it does not consider the 
liquidity aspect. The internal rate of return is also very timely demanding to use if the user 
does not have a financial calculator or a calculation program to use (Wramsby & Österlund, 
2004, p.40).  
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4.2.5 Conclusion of the calculation methods 

Which of the calculation methods that is used by companies depends on the character of 
the investment. The choice of method is often connected to how a company chose to 
delimit the problem and how they consider the consequences of the investment (Ljung & 
Högberg, 1996, p.66-67).  

To summarise the calculation methods that we discussed, the pay-back method answer on 
the question, how long time it takes to receive the staked capital. The net present value 
method answer the question, if an investment leads to an increase of the value of capital, 
which means if an investment is profitable or not. The internal rate of return shows which 
return an investment will give and the annuities method search like the present value 
method the value of capital, but expressed in average per year (Ljung & Högberg, 1996, 
p.66-67).   

Ljung and Högberg (1996, p.67-68) also discuss some viewpoints to consider in the choice 
of method:  

4.2.5.1 The time dimension  

The ground problem with investments is that the payments are spread over time and that 
they have to be remade to be comparable, the net present value- and annuities methods 
treat this aspect most correct (Ljung & Högberg, 1996, p.67).   

4.2.5.2 Is an investment profitable? 

When it concern to decide if an investment is profitable or not the net present value-, 
annuities- and internal rate of return methods give the same answer. The assessment is 
dependence on the cost of capital. The choice between the different methods is made from 
different reasons, such as which method that is easiest and which one that gives the answer 
that you look for (Ljung & Högberg, 1996, p.67).  

4.2.5.3 Which alternative is most profitable? 

When ranking the most profitable investment the internal rate of return can give another 
conclusion than the net present value- and the annuities method. The choice here should 
be made from the time dimension point (Ljung & Högberg, 1996, p.68).  

4.2.6 Calculations with consideration to taxes 

Tax payments will have a great impact on the profitability in different investment 
alternatives and that can affect which investment alternative that is going to be chosen 
(Wramsby & Österlund, 2004, p.51). 

The corporate tax in Sweden is 28 percent. But Swedish companies have the opportunity to 
use allocation to a period fund, where the company can allocate 20 percent of the profit of 
the year during five years. After five years the first fund will be taken up for taxation. 
Furthermore, it is possible in Sweden to use different kinds of depreciations on fixed 
assets, depreciation according to plan or depreciation according to account (Wramsby & 
Österlund, 2004, p.51). 

The tax payment that a company are interested in when doing an investment calculation is 
an indirect payment consequence.  The first condition for a tax payment is that the 
investment alternative shows profit which are affected up on the investments payment 
structure and on which depreciation method that are used. Another condition for the tax 
payment is that the profit that the investment presents is not neutralised by deficit in other 
areas within the company (Bergknut et al., 1993, p.122). 

30 



 Frame of Reference  

4.2.7 Calculations with consideration to inflation 
Inflation is a measurer on the average of price changes within an economy and it is often 
measured with help of an index. The most common international inflation index is the 
consumer price index (CPI) (Bergknut et al., 1993, p.111). 

Inflation, price changes caused by changes in the monetary value over the time, can affect 
the investments profitability. In investment calculations both expected in and out-payments 
from an investment, capital tye-up and the cost of capital can be affected by inflation. 
Furthermore, the value on the depreciations will be affected. Inflation will also affect the 
required return on different kinds of investments. That as a result of the lower purchasing 
power of the future payments surpluses and therefore will investors demand higher yield 
on invested capital (Wramsby & Österlund, 2004, p.58). 

4.3 Aspects in Investment Calculation 
In investment calculation there is some other very important aspects that needs to be 
considered such as a follow up of the calculation, the business utility with an investment 
and the risk with and investment and the risks in an investment calculation. These aspects 
will be discussed further below.  

4.3.1 Estimate afterwards and Follow Up 

To do an estimate afterwards is something that in many cases are not done. By not doing a 
follow up of an investment much important information of the investment result is lost. By 
doing an economical follow up of an investment the following advantages are achieved 
(Kinnander, 1996, p.62): 

• Bad investments calculations are prevent  
• Measures could be done during ongoing projects 
• The routines in investment projects can be improved 
• Basis for a estimate afterwards could be made 

 

The follow up should show if the costs and the income that the calculation assumed have 
been reached. Many aspects in an investment are very hard to follow up but some other 
aspects are very easy to follow up. Many economical aspects are easy to follow up and the 
soft parts and the business utility are harder to follow up since they are hard to quantify, 
but it is important to take them in to consideration in the follow up (Kinnander, 1996, 
p.62-63). Beside the calculation it is important to do an overall appraisal of how the 
investment has been and how different cooperation has been working (Kinnander, 1996, 
p.62). 

4.3.2 Issues that are hard to quantify  

Within a company there is a great deal of parameters that are hard to quantify. Many of 
these issues are parameters that could be considered in an investment calculation. The 
issues are not decisive, but they could be important when a company chose between 
different alternatives. One aspect that is hard to quantify is business utility and we define 
business utility as something that has advantageous remaining effect within the business 
area. This definition is deduced from “Nationalencyklopedins” definition of utility, which 
is, “something that has advantageous, remaining effect on a certain area” (Nationalencyklopedin, 
2005). Issues that are hard to quantify includes both economical and soft values. With soft 
values we mean phenomenon like better environment, pleased employees, better quality 
and other similar phenomenon that are hard to value in economical terms.  
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4.3.3 Risk in Investment Calculation  

Difficulties with making predictions about the future concerning consumer’s preferences 
and legislation etc. are circumstances that strongly affect the in-payments. Similar problem 
exists within the out-payments of the investments (Bergknut et al., 1993, p.247).     

The individuals’ attitude to risk is decided by the situation. A situation when the liquidity is 
good can make an individual more willing to take risks and vice versa. It is important to 
systematic and consequent observe the individual attitude toward risk when choosing an 
investment alternative (Bergknut et al., 1993, p.267).      

There exist within economical theory methods for taking risk into consideration within 
different problem situations (Bergknut et al., 1993, p.267).       

• One of the problem situations is when a special situation can occur in the future 
within a certain probability, the risk case (Bergknut et al., 1993, p.267).      

• The other problem situation is when a special situation can occur in the future but 
when it is impossible to estimate the probability for it to occur, the uncertainty case 
(Bergknut et al., 1993, p.267).      

In the risk case for example the expected capital value and variance can be calculated. The 
choice can then be made by simpler rules, as the risk for losses can not exceed ten percent. 
You can also use more sophisticated rules for the choice through a utility function. The 
utility function describes the exchange between risk and profitability. It makes it possible to 
compare an investment suggestion under risk against one under security (Bergknut et al., 
1993, p.267).       

In the uncertainty case different outcomes is presented in a matrix. The choice of action is 
made by a rule of choice that reflects the decision maker risk attitude (Bergknut et al., 1993, 
p.267).      
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5 Previous Studies 
This chapter deals with previous studies and there importance for the solution of the chosen problems. The 
chapter begins with a collection of the previous studies knowledge level, purpose, research method and 
research level. After that every thesis is presented and also the utility that this study gets from the different 
previous studies. The different thesis is used to build up our interview- and problem questions. Furthermore, 
the questions answers from the previous studies are presented.  

5.1 Collection over Previous studies 
Below follows a collection over the previous studies that we have chosen to use in our 
thesis. This collection is made to give the reader a short compilation over the previous 
studies knowledge level, purpose, research method and research level.  

 
 
 

Renck 
(1966) 

Tell 
(1978) 

Yard 
(1987) 

Hjertqvist & 
Hördegård 

(2002) 

Axén, Lind & 
Häggström  

(2004) 
Knowledge 
level 

Licentiate 
thesis 

Doctor’s 
thesis 

Doctor’s  
thesis  

Master  
thesis  

Bachelor  
thesis  

Purpose To describe and 
analysis some of 
the routines and 
methods for 
investment 
calculations and 
investment 
judgments that are 
used in practise, 
and the 
background to why 
these methods has 
been developed in 
the way that they 
has been done.

To describe and 
analyse the 
investment 
routines within 
Swedish companies 
and to inform 
about the changes 
the last decade. 
Finally, to 
compare Swedish 
investment 
routines with other 
countries.

To follow up 
previous studies 
development 
patterns and give a 
broad view of how 
Swedish industrial 
companies, in the, 
eighties, reasoning 
around demand 
levels and criterions 
at investment 
judgments. 
Furthermore, to 
explain differences 
between theory and 
practice from the 
standing point that 
the models are 
insufficient rather 
then that the 
calculations uses 
are irrational.

To map out what 
calculations 
methods that is 
used within 
Swedish 
industrial 
companies. 
Investigate what 
the current 
calculations are 
based on. 
Investigate how 
residual value 
and economical 
length of life is 
handled in the 
calculations. 
Examined the 
motives for using 
the different 
calculation models 
and how the 
delegations of 
calculations and 
decision are made 
within the 
companies. 

 

Investigate which 
analyse methods 
that medium sized 
companies in the 
private sector within 
the Jönköping 
region use as 
decision basis by an 
IT-investment and 
what the companies 
has for opinion 
about their way to 
reach an IT-
investment decision. 
Further they intend 
to map how 
companies value the 
business utility with 
an IT-investment, 
and what actors 
that takes part in 
the decision making 
of an IT-
investment.

Research 
method 

Qualitative 
interviews 

Qualitative 
method 

Qualitative 
interviews 

Qualitative 
interviews 

Quantitative- 
and qualitative 
method 

Research  
level  

28 large 
Swedish 
companies. 

30 large 
Swedish 
companies. 

50 listed 
Swedish 
companies. 

3 large sized 
companies 
with in the 
Småland 
region. 

133 medium 
sized 
companies in 
the Jönköping 
region. 

Table 5-1 Collection over previous studies 
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The chosen studies will be presented more in the chapter and we will also give the reader 
information about what and how we think that the different studies will give utility to our 
thesis. Another reason to the collection of the previous studies is that it will help us to 
build up our interview guide. We intend to pick out questions that we think is relevant to 
our study from each of the previous studies. The questions will be presented in the 
summary of the previous study. These questions will also be presented in our interview 
guide. 

5.2 Investment judgments in some Swedish companies  
Renck (1966) has in his licentiate thesis, Investment judgments in some Swedish 
companies, used the following purpose.  

To describe and analysis some of the routines and methods for investment calculations and 
investment judgments that are used in practise, and the background to why these methods 
has been developed in the way that they has been done (Renck, 1966, p.1)  

Renck (1966) used a non-probability selection where he decided to use two criterions for 
deciding suitable objects. The first criterion was that the company expected to have 
interesting information and the second criterion that affected the selection were the 
occurrence of personal contacts.  All the 28 companies in the selection where Swedish and 
most of the companies were listed on the stock exchange market (Renck, 1966, p.4). The 
study was also limited to investments concerning expansions, renewal and modernizing of 
the machinery of production (Renck, 1966, p.3). The study’s focus was mostly on 
investments that were treated in a routine way and which deal with middle sized capital 
amounts.  The reason for that was that Renck (1966) believed that small investments were 
not given a formalised treatment and that investigations for large investments were often 
tailor made for each specific case (Renck, 1966, p.3).  

Renck (1966, p.5) used interviews to collect data and the respondents were often financial 
management or others within the companies’ economical department. The choices of 
respondents have been done by the chosen companies. Also written materials were 
collected for instance PM, compendium, instructions and forms.  

Renck defined an investment routine as fixed rules for the calculation treatment of an 
investment project. Of the 28 investigated companies it was 15 companies that had one 
fixed routine for investment calculations. The remaining 13 companies did have two or 
more routines that they alternated between in different investment situations (Renck, 1966, 
p.10). 

Rack’s (1966, p.14) study shows that the most common method for calculation within the 
chosen companies were the pay-back method and there were a total of 22 companies that 
used this method. On the second place of the most used method was the internal rate of 
return and it was use by 14 companies.   

Most of the respondents gave simplicity and that many were used to the notations as 
reasons for using the pay-back method. Many of the companies stated that the second 
most used method the internal rate of return were more complicated and demanding to use 
(Renck, 1966, p.49).  

The reason for using a specific calculation method is that a company often uses it because 
of a habit. A calculation method can seem to be complicated but as longer time the method 
is used the more secure the user will be. Therefore, one reason for not changing method 
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can be that it is hard and demanding to learning and to create new routines for calculating 
(Renck, 1966, p.49).  

Renck (1966, p.12) came with the conclusion that the calculation for smaller investment 
projects were simpler because then the company had less time to work with. Another 
explanation that Renck argued for was that the smaller investments were handled on a 
lower level in the company where the knowledge level were lower and therefore it was 
necessary to use simpler calculation models.  

The reason why companies used different routines for investment calculations were that 
they differed between different investments. The routines differed to the investments size 
and if it was about a re-investment or a new investment (Renck, 1966, p.11). 

Many companies separated new investments and reinvestments because the decision 
situation where different. In a new investment the company wants to investigate the 
profitability of a certain production unit to find out if it should be carried on or not. In a 
re-investment the decision is already taken and the profitability is calculated to find out if 
the production should continue with the existing or new production machines (Renck, 
1966, p.12). 

According to Renck (1966, p.93) the companies believed that the largest uncertainties 
within the investment calculation were in variables that were affected by exogenous 
circumstances as actions from competitors. Companies used three ways for taking 
consideration to uncertainties. They used marginal in the investments expected payments. 
Another way was to use sensitivity analysis or to do parallel calculation with alternative 
conditions.  

5.2.1 Utility for our thesis 
Renck (1966) did an investigation of large companies within Sweden, almost four decades 
ago. Rack’s investigation has been very important within the investment area in Sweden, 
four of our five previous studies bring up Renck in their studies and two of the studies are 
built on Renck’s study. The study was limited to investments concerning expansions, 
renewal and modernizing of the machinery of production and that is very close to our 
delimitations, which will give a better comparison since we look at the same kind of 
investments. Our intention is to use his study for finding similarities and differences 
between companies of different size and to see if there is a change over the time 
perspective, we want to compare his results with our empirical results.  We will use this 
previous study in our analysis to analyse our empirical findings. To be able to do the 
comparison it is important to have relevant questions that make it possible to do the 
comparison. The use of this study has given us suggestions for relevant questions to our 
interviews.  
 
Questions: Answers: 
Do the companies use written instructions 
our fixed routines within the investment 
calculations? 

Different routines for investment calculations were 
used. The routines differed to the investments size 
and if it was about a re-investment or a new 
investment 

Which calculation methods are used?  The most common method for calculation where 
the pay-back method. Second place of the most used 
method was the internal rate of return.  

What are the reasons to use the chosen 
method/methods?  

Simplicity and habit were the reasons for using a 
specific calculation method. 
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Does the investment calculation differ 
between small and large investments? 

The calculation for smaller investment projects were 
simpler because then the company had less time to 
work with and they were handled on a lower level in 
the company that often had a lower knowledge. 

How is risk included in the calculations?  The largest uncertainties within the investment 
calculation were in variables that were affected by 
exogenous circumstances. They used marginal in the 
investments expected payments, sensitivity analysis 
or parallel calculation with alternative conditions for 
including risk. 

Does the calculation differ between new- 
and reinvestments? 

Many companies separated new investments and 
reinvestments because of that the decision situation 
were different. In a new investment the company 
wanted to investigate the profitability of a certain 
production unit to find out if it should be carried on 
or not. In a re-investment the decision is already 
taken and the profitability is calculated to find out if 
the production should continue with the existing or 
new production machines 

Table 5-2 Renck's (1966) contribution to our study 

The study have given us the answer to these questions but the answers are focus on 
another segment (large companies) and in another time, therefore it is interesting to use 
these questions and compare Renck’s result with our empirical findings.  

5.3 Investment calculation in practice 
Tell (1978) has in his thesis, investment calculation in practice, used the following purpose.  

To describe and analyse the investment routines within Swedish companies and to inform 
about the changes the last decade (1970). Finally, to compare Swedish investment routines 
with other countries (Tell 1978, p.12).  

In the middle of the sixties a study by Renck (1966) was accomplished regarding how 28 
large Swedish firms used investment calculations. In the end of the seventies a similar 
examination was made by Tell (1978) with the purpose of follow up Renck’s (1966) study 
and to see if any changes had arisen within the problem area (Tell, 1978, p.12). Tell’s (1978) 
study included 20 of the 28 companies that Renck (1966) had used and additional 10 new 
companies. The study was also limited to investments concerning expansions, renewal and 
modernizing of the machinery of production and that where in the same way as Renck 
(1966) did (Tell, 1978, p.19). He emphasised on medium large investments that used 
written directions, calculations formulary etc. Small investments were excluded, because the 
companies’ investment routines were not always used and investments calculations are not 
always made (Tell, 1978, p.17). 

He chose to use the study approach where he collected written material from the 
companies over their investment routines. In some cases he used interviews as a 
compliment to the written material (Tell, 1978, p.23). 

He found out that the investments routines were not only used for machine investments; 
instead they were used for all types of investments that the companies made. The purpose 
of the investment calculations was to receive standardised judgments to be able to 
categorise different investments (Tell, 1978, p.248).   
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It was most common to use the pay-back method. The second most used technique was 
the internal rate of return method and it was used in almost half of the invested companies 
(Tell, 1978, p.249).   

Most companies did not use taxes in their calculations by the reason of making the 
calculations to complicate. Inflation was not often included in the calculations and the 
reason was lack of knowledge (Tell, 1978, p.250).   

Most of the companies used the same calculation method, 1978, as they did one decade 
before. The few companies that had changed method had changed to use net present value 
and internal rate of return (Tell, 1978, p.252).   

Tell (1978, p.252) found out that small companies did not use written instructions. They 
used simple calculations within the companies and/or relied on external help for 
constructing the calculations.  

5.3.1 Utility for our thesis 
Tell (1978) did an investigation of large companies within Sweden almost three decades 
ago. Tell’s investigation was a follow up of Renck’s study that was made ten years earlier. 
Similar to Renck’s study this study was limited to investments concerning expansions, 
renewal and modernizing of the machinery of production and that is very close to our 
delimitations, which will give a better comparison since we look at the same kind of 
investments. Tell excludes small investments, because the companies investment routines 
are not always used and investments calculations are not always made. Our intention is to 
use his study for finding similarities and differences between companies of different size 
and to see if there is a change over the time perspective, we want to compare his results 
with our empirical results.  We will use this previous study in our analysis to analyse our 
empirical findings. To be able to do the comparison it is important to have relevant 
questions that make it possible to do the comparison. The use of this study has given us 
suggestions for relevant questions to our interviews.  
 
Questions: Answers: 
Do the companies use written instructions 
or fixed routines within the investment 
calculations? 

Small companies did not use written instructions 
instead they used simple calculations within the 
companies. Investments routines were not only used 
for machine investments, instead they were used for 
all types of investments that the companies could 
do.  

Which calculation methods are used?  Most common was the pay-back method. The 
second most used method was the internal rate of 
return method.  

What is the purpose of an investment 
calculation? 

The purpose for the investment calculations was to 
receive standardised judgments to be able to 
categorise different investments 

Is tax included in the calculation?  Most companies did not use taxes in their 
calculations by the reason of making the calculations 
to complicate.  

Is Inflation included in the calculation? Inflation were not often included in the calculations 
and the reason were lack of knowledge 

Does the company use external help in the 
calculation process?  

Small companies relied on external help for 
constructing the calculations. 

Table 5-3 Tell's (1978) contribution to our study 
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The study have given us the answer to these questions but the answers are focus on 
another segment (large companies) and in another time, therefore it is interesting to use 
these question and compare his result with our empirical findings.  

5.4 Calculation logic and calculation demand – connection 
between theory and practice in the demand setting of 
investments within companies.  

Yard (1987) has in his thesis, calculation logic and calculation demands, focused on three 
main purposes and we will focus on two of them.  

To follow up previous studies development patterns and give a broad view of how Swedish 
industrial companies, in the eighties, reasoning around demand levels and criterions at 
investment judgments. Furthermore, to explain differences between theory and practice 
from the standing point that the models are insufficient rather then that the calculations 
uses are irrational (Yard 1987, p.63-64).    

The research focused on Swedish companies with more than 500 employees in the area of 
medium large investments from 50 thousands to 5 millions. The reason to the selection 
was that it was easier to communicate with larger companies because the economical 
notations are usually more anchored through more formalised investments judgments. The 
other selection occurring, the investments size was made on the reasons that they were 
large enough to motivate calculations but in the same way small enough and frequently 
made that routines for the calculations were made. Another reason for the selection of 
medium sized investments was that Renck (1966) and Tell (1978) had made similar 
researches and that increased the possibility for comparing the results. The target group for 
the questionnaire where companies within the manufacturing industry and the questions 
was asked personally to the financial manager and was send out to other persons within the 
companies that were of interest for the research (Yard 1987, p. 63-66).  

431 questionnaires with 29 questions were sent out and the possibility to be anonymous 
existed for all accept for the financial managers. The dispatch was made during 1986 and a 
reminder was sent out to them that had not answered within three weeks. 230 answers 
from respondents where collected and that resulted in an answer frequency at 53.4 percent 
(Yard, 1987, p.69-70). In a putting together of 12 similar studies, the answer frequency was 
37 percent and therefore this research was over the average (Yard, 1987, p.73). 

The research showed that 56.6 percent were using some form of cost of capital based 
method as the first alternative. Furthermore, 41.6 percent were using the pay-back method 
with or without consideration of the interest rate as the fist alternative. If you look at the 
percentage of the companies that used a method both in the first and second hand 80 
percent were using some form of cost of capital based method and 79 percent were using 
pay-back methods. One fifth of the respondents answered that they only used the pay-back 
method. The same amount of the respondents answered that they only used cost of capital 
methods (Yard, 1987, p.88). When Yard (1987) compared his result with Renck (1974) and 
Tell (1978) he found out that it has been a relatively change from using pay-back methods 
to using cost on capital methods more often (Yard, 1987, p.90).   

One of the most interesting observations was that among the companies that used the pay-
back method it existed two separate groups. The first group was them that considered 
themselves to have high profitability and a second group that were considering themselves 
to have low profitability. The study showed that they had different purposes for using the 
method. The first group was using the method for finding the most profitable investments 
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with short pay-back method. The second group gave the reason to reach as high 
preparedness of action as possible or flexibility for using the method (Yard 1987, p.328).  

According to Yard (1987, 324-325) it is a large difference between theory and practice 
within the area and the calculations methods that has been developed has often focused on 
the inner logic in the method rather than adjust the method for being more user-friendly. 
This can according to Yard (1987) be a reason for why calculations methods are used 
wrong or not at all.  

5.4.1 Utility for our thesis 
Yard (1987) did an investigation of large companies within Sweden almost two decades 
ago. His purpose was to follow up previous studies development patterns and give a broad 
view of how Swedish industrial companies. We can use his study for finding similarities and 
differences between companies of different size but also in a time perspective. He made his 
delimitations almost equal to what Renck (1966) and Tell (1978) did to be able to compare 
his result to their studies that was made 10 to 20 years before. We want to compare his 
results with our empirical results.  We will use this previous study in our analysis to analyse 
our empirical findings. To be able to do the comparison it is important to have relevant 
questions that make it possible to do the comparison. The use of this study has given us 
suggestions for relevant questions to our interviews.  
Questions: Answers: 
Which calculation methods are used?  The research showed that 56.6 % were using some 

form of cost of capital based method as the first 
alternative. Furthermore, 41.6 % were using the pay-
back method with or without consideration of the 
interest rate as the fist alternative. The percentage of 
the companies that used a method both in the first 
and second hand 80 % were using some form of 
cost of capital based method and 79 % were using 
pay-back methods. One fifth of the respondents 
answered that only used the pay-back method 

What is the purpose of investment 
calculation?  

Companies had different purposes for using a 
method. The first group was using the method for 
finding the most profitable investments with short 
pay-back time. The second group gave the reason to 
reach as high preparedness of action as possible or 
flexibility for using the method 

Table 5-4 Yard's (1987) contribution to our study 

The study have given us the answer to these questions but the answers are focus on 
another segment (large companies) and in another time, therefore it is interesting to use 
these question and compare his result with our empirical findings.  

5.5 Investment calculations – Case study of how investment 
calculations are used within Swedish industrial 
companies  

Hjertqvist and Hördegård (2002) have in their master thesis the following purpose. 

To map out what calculations methods that is used within Swedish industrial companies. 
They also investigate what the current calculations are based on. Furthermore, they 
investigate how residual value and economical length of life is handled in the calculations. 
Finally, they examined the motives for using the different calculation models and how the 
delegations of calculations and decision are made within the companies.  
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Hjertqvist and Hördegård (2002) chose to make a qualitative research of three companies 
located in Småland. The research was performed as a multiple case study and they collected 
primary data through half-structured interviews and by collecting written material from the 
respondents.  

The companies in the study divided their investments in new- and re-investments. In re-
investments they did use less calculations efforts and the decisions were often made on a 
lower level within the company. All the companies used the pay-back method without 
consideration of discount rates. It was only one of the three investigated companies that 
used the net present value as a compliment. The reason that the companies gave for using 
the pay-back method where that it was easy to understand, simple, well known and it 
focused on a shorter time period compared with other methods. None of the companies 
calculated with taxes and inflations. The risk was often considered through higher demands 
of the investment yield. None of the companies did cost accounting for the payment 
surplus for the investment.  

The pay-back method without considering interest rate does not often take residual value 
in to consideration according to Hjertqvist and Hördegård (2002). Economical length of 
life is irrelevant as long as the pay-back time is shorter. Therefore the studied companies 
did not take residual value into consideration and the economical length did not often limit 
the pay-back time.  

Factors that were not easily quantified were often left outside the calculation. Because of 
the difficulty to identify the advantages with an investment compared to another lead to the 
consequence that the companies often omitted parts that had economical consequences for 
the investment.  

The most important conclusion were that the result of the calculations where not the most 
important factor in the investment process. The calculations that showed the profitability 
worked instead only as a complement to the investment decision. (Hjertqvist & Hördegård, 
2002) 

5.5.1 Utility for our thesis 
They studied investment calculation methods in medium large production companies 
within the county of Småland. Our study is made within small family own companies 
within the county of Småland and therefore can their results be used for finding similarity 
and differences between companies of different size. Since this thesis is written in the same 
time perspective it is important to compare other aspects than the time perspective. We 
want to compare the results from this thesis with our empirical results.  To be able to do 
the comparison it is important to have relevant questions that make it possible to do the 
comparison. The use of this study has given us suggestions for relevant questions to our 
interviews.  
Questions: Answers: 
Which calculation methods are used? All the companies used the pay-back method 

without consideration of discount rates. It was only 
one of the three investigated companies which used 
the net present value as a compliment 

What are the reasons to use the chosen 
method/methods? 

The companies said that the pay-back method were 
easy to understand, simple, well known and it 
focused on a shorter time period compared with 
other methods 

What is the purpose of investment 
calculation?  

The calculations that showed the profitability 
worked instead only as a complement to the 
investment decision 
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Is tax included in the investment 
calculation? 

None of the companies calculated with taxes.  

Is inflation included in the investment 
calculation? 

None of the companies calculated with inflations 

Does the calculation differ between new- 
and reinvestments? 
 

The companies divided their investments in new- 
and re-investments. In re-investments they did use 
less calculations efforts and the decisions were often 
made on a lower level within the company. 

How important is the calculation for an 
investment decision? 

The calculations where not the most important 
factor in the investment process.  

How is risk included in the calculations? The risk where often considered through higher 
demands of the investment yield.  

Is an estimate afterwards made of an 
investment and its calculation? 

None of the companies did cost accounting for the 
payment surplus for the investment. 

How does the company measure issues that 
are hard to quantify? 

Factors that where not easily quantified were often 
left outside the calculation. Because of the difficulty 
to identify the advantages with an investment 
compared to another lead to the consequence that 
the companies often omitted parts that had 
economical consequences for the investment 

How are the residual value and the 
economical length of life calculated?  

The studied companies did not take the residual 
value into consideration and the economical length 
did not often limit the pay-back time.  

Table 5-5 Hjertqvist & Hördegård’s (2002) contribution to our study 

The study have given us the answer to these questions but the answers are focus on 
another segment and in another time, therefore it is interesting to use these question and 
compare their result with our empirical findings.  

5.6 Foreplay - How medium sized companies in the 
Jönköping region look at IT investments 

Axén, Häggström and Lind (2004) have in their Bachelor thesis, Foreplay - How medium 
sized companies in the Jönköping region look at IT investments, used the following 
purpose. 

To investigate which analyse methods that medium sized companies in the private sector 
within the Jönköping region use as decision basis by an IT-investment and what opinion 
the companies have about their way to reach an IT-investment decision. Further, they 
intend to investigate how companies value the business utility with an IT-investment, and 
what actors that takes part in the decision making of an IT-investment.  

The authors have chosen to use a triangular method in order to attain as deep 
understanding as possible for their field of study. The sample of the thesis was all medium 
companies in the Jönköping region. After some exclusion, 191 companies were contacted 
and the empirical material was collected using a web-based questionnaire sent out to 133 
companies. The questionnaire had questions of both quantitative and qualitative nature and 
was answered by 60 percent of the companies it was sent to. Since the authors used both a 
quantitative- and a qualitative data they had to do their analysis in two different ways. The 
quantitative analysis gave a picture of the investment situation and the act before an 
investment. The qualitative analysis gave a more qualitative view of the investment. 

The conclusions that Axén et al (2004) have been able to make in their thesis is that the 
companies in their selection often carry out IT investments depending on a need that has 
arisen in the company. In very few cases the companies use traditional economical 
calculation models or analysis models to estimate the business value of IT investments. The 
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thesis also shows that the companies believed that it is hard to estimate the business value 
of an IT investment. The economical calculation method that was used most frequently 
was the pay-back method. The result shows that CEO/management/Board of directors 
almost always took part in the decision making of an IT-investment. The authors stated 
that 50 percent of the respondents thought it was hard to value the business utility of an 
IT-investment. The lack of knowledge by the CEO/management/Board of directors was 
one of the most negative aspects with their present way of taking an IT-investment 
decision.  

5.6.1 Utility for our thesis 
Axén et al (2004) have invested investment calculation methods in another type of area 
compared to our study within the county of Småland. Their result over the investment 
routines within the IT sector can be used in our analysis for comparing with our result to 
find similarity and differences. Since this thesis is written in the same time perspective it is 
important to compare other aspects. We want to compare the results from this thesis with 
our empirical results.  To be able to do the comparison it is important to have relevant 
questions that make it possible to do the comparison. The use of this study has given us 
suggestions for relevant questions to our interviews.  
 
Questions: Answers: 
Which calculation methods are used?  In very few cases the companies use calculation 

methods to estimate the business value of IT 
investments. The economical calculation methods 
that were used most frequently were the pay-back 
method 

How does the company measure issues that 
are hard to quantify? 

The authors stated that 40 out of 81 respondents 
thought that it was hard to measure issues that are 
hard to quantify. 

Table 5-6 Axén, Häggström & Lind's (2004) contribution to our study 

The study have given us the answer to these questions but the answers are focus on 
another segment and in another time, although it is interesting to use these question and 
compare the result with our empirical findings.  
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5.7 Previous studies answer to our research problems 
Below we have summarised what answers that the previous studies have given on our 
chosen research problems. Our intention with this is to give the reader a good knowledge 
over the former solutions to our questions. 

Studies  
 
Problems 

Renck 
(1966) 

Tell 
(1978) 

Yard 
(1987) 

Hjertqvist & 
Hördegård 

(2002) 

Axén, Lind & 
Häggström  

(2004) 
How do the 
companies 
make 
calculations 
of their 
investments? 

The routines 
differed to the 
investments size 
and if it was about 
a re-investment or a 
new investment 
The pay-back 
method was mostly 
used and the 
secondly most used 
were   internal rate 
of return.  
Simplicity and 
habit were the 
reason for using a 
specific calculation 
method. 

The pay-back 
method was mostly 
used and the 
secondly most used 
were   internal rate 
of return.  
Small companies 
did not use written 
instructions. 
Investments 
routines were used 
for all types of 
investments.  
Small companies 
relied on external 
help for 
constructing the 
calculations. 
 
 

The research 
showed that 56.6 
% were using some 
form of cost of 
capital based 
method.  
41.6 % used the 
pay-back method 
with or without 
consideration of the 
interest rate as the 
fist alternative.  
The percentage of 
the companies that 
used a method both 
in the first and 
second hand where 
80 % using some 
form of cost of 
capital based 
method and 79 % 
were using pay-
back methods.  

All the companies 
used the pay-back 
method without 
consideration of 
discount rates. 
The companies 
said that the pay-
back method were 
easy to 
understand, 
simple, well 
known and it 
focused on a 
shorter time 
period compared 
with other 
method. 
Factors that were 
not easily 
quantified were 
often left outside 
the calculation.  
The studied 
companies did not 
take the residual 
value into 
consideration and 
the economical 
length did not 
often limit the pay 
-back time. 

In very few cases 
the companies used 
calculation methods 
to estimate the 
business value of 
IT investments.  
The pay-back 
method was mostly 
used; secondly the 
ROI method and 
thirdly the internal 
rate of return 
method.  
Half of the 
respondents thought 
that it was hard to 
measure issues that 
were hard to 
quantify. 
 
 

What is the 
purpose of 
the 
investment 
calculations? 

_____________ The purpose for the 
investment 
calculations was to 
receive standardised 
judgments to be 
able to categorise 
different 
investments 

The first group was 
using a method for 
finding the most 
profitable 
investments with 
short pay-back 
time. The second 
for reaching as high 
preparedness of 
action as possible 
or flexibility for 
using a method. 

The calculations 
that showed the 
profitability 
worked instead 
only as a 
complement to the 
investment 
decision 

_____________

Does the 
investment 
calculation 
differ 
between re- 
and new 
investments 
and small 
versus large 
investments? 

Many companies 
separated new 
investments and 
reinvestments. In a 
new investment the 
company wanted to 
investigate the 
profitability. In a 
re-investment the 
decision was 

_____________ _____________ The companies 
divided their 
investments in 
new- and re-
investments. In 
re-investments 
they did use less 
calculations efforts 
and the decisions 
were often made 

_____________
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already taken and 
the profitability 
was calculated.  
The calculation for 
smaller investment 
projects were 
simpler because of 
lees time available 
and because they 
were handled on a 
lower level with 
lower knowledge. 

on a lower level 
within the 
company. 

Are risk, tax 
and inflation 
included in 
the 
calculation? 
How are 
they then 
included? 
 

The largest 
uncertainties within 
the investment 
calculation were in 
variables that were 
affected by 
exogenous 
circumstances. They 
used marginal in 
the investments 
expected payments, 
sensitivity analysis 
or parallel 
calculation with 
alternative 
conditions for 
including risk. 

Most companies 
did not use taxes in 
their calculations by 
the reason of 
making the 
calculations to 
complicate.  
Inflation were not 
often included in 
the calculations and 
the reason were 
lack of knowledge 

____________ The risk was 
often considered 
through higher 
demands of the 
investment yield. 
None of the 
companies 
calculated with 
taxes 
None of the 
companies 
calculated with 
inflations 

_____________

Is an 
estimate 
afterwards 
made of an 
investment 
and its 
calculation? 

___________ ___________ __________ None of the 
companies did 
cost accounting for 
the payment 
surplus for the 
investment. 

___________ 

How 
important is 
the 
calculation 
for an 
investment 
decision? 

___________ ___________ ___________ The calculations 
were not the most 
important factor 
in the investment 
process. 

___________ 

How can the 
investment 
calculation 
be 
improved? 

___________ ___________ ____________ ____________ _____________

Table 5-7 Previous studies’ answers to our problem questions 
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6 Empirical Findings  
In this chapter the result from the qualitative interviews are presented. The interviews will be presented 
company by company and the information from the companies is presented by problem questions to get a 
good structure in the chapter and to get a good connection to the analysis chapter.  

The text that we have written in this chapter is the first of our reduction of information; we 
began with notes from our interviews, which we have reduced into approximately two 
pages summary of the interview information per company. The next reduction step that we 
made was that we reduced the information even more into matrices, which in this chapter 
are presented company by company. This information is then moved into the analysis 
chapter where it is presented question by question, this reduction makes it possible for us 
to get the most suitable information and it will give us the opportunity to find conclusions. 

6.1 Company A 
Company A is a small family own industrial company that are producing kitchen tools and 
bath tools in plastic. The company has 17 employees and a turnover of approximately 32 
million. The data collection was made April, 27 2005 with the executive director that also is 
the owner at his office at the company. 

6.1.1 Calculations of investments within the production process 

The person that are handling the calculations within the company has never read any books 
about different calculation methods or been taking part in any calculations courses, the 
company has never used any external help for developing or making the calculations. 
Instead the respondent has developed an own way for calculating different investments 
that can be derived to the pay-back method. The investment calculation method has been 
developed through his time as an entrepreneur and it is used by him for finding out the 
mark up of the investment and the pay-back time.  

It exist one formal fixed routine that are made in a computer program and that is quite new 
within the company, which is when the company calculate the ground investment that is 
going to be described more in detail below. The other parts of the calculations does not 
have any formal fixed routines that are made on paper or on a computer but the executive 
director does have informal fixed routines for calculating investments in his mind, which 
he always follow, this will also be presented more in detail below.   

The first parameter that is interesting for the person when calculating is the ground 
investment. The tax authority has demanded that the company should be able to report the 
exact amount of the ground investment. Therefore the company has purchased a computer 
program that makes it possible to present all the costs to the ground investment. The costs 
that are presented are for the designer, the constructor of the drawing and the constructor 
of the mould. This program helps the company to receive one of the parameters, the 
ground investment, when calculating on an investment. The next step for the person is to 
decide the amount of years for the investment to be re-paid. Furthermore, to estimate how 
many pieces that is reasonable to sell during these years.  Finally, the ground investment is 
divided by the estimated amount of sell and an amount is received that are put on the price 
of the product. For example if the ground investment is 200 000 Skr on the mould and the 
estimated sell during five years, which is the estimated lifetime, are 300 000 pieces. The 
ground investment is divided by the estimated sell (200 000 Skr/300 000) and an amount 
of 0.67 Skr is received and are used as a factor to put on the sell price. To calculate the 
yearly payments the company divides the ground investment with the estimated lifetime of 
the investment (200 000 Skr/5 years = 40 000 Skr/year). Through that calculation they 
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receive the out-payments of the machine. The in-payments on the other hand are 
calculated by estimating the number of products that will be sold during one year (300 000 
pieces/5 years = 60 000 pieces/year), the ground investment is divided by the estimated 
sell and that sum is added to the product (0.67 Skr/product). This sum is multiplied with 
the estimated sell per year and the in-payments are received (60 000 pieces*0.67 
Skr/product = 40 000 Skr). This is the in-payment that is directly connected to the 
investment. 

The residual value is not often taking into consideration when the respondent makes the 
calculations, if there is any second hand value left it is often only considered as a bonus. If 
there is a small value left in a machine he is scraping the machine instead of selling it 
further by the reason of not create competition from the person that is buying the 
machine. But if it is a newer machine with a relative high value that must be replaced for 
some reason for instance one with larger effect and it is existing a second hand market the 
machine is changed for one with larger effect and the difference of the values of the 
machines is paid and is thus the amount that is used as the ground investment in the 
investment calculation. 

Aspects that are hard to measure and to quantify are not used in the calculations by the 
simple reason that it is hard to quantify them and that he believes that the benefits would 
be less then the costs for being so accurate in the calculations.  

6.1.2 The purpose of the investment calculations 

The purpose of the investment calculation for the company is to know when the 
investment has been re-paid and to be able to have control over how good the investment 
has been but also of the reason to be able to lower the price on the product when it is 
needed. For example if the company has a mark up of 1 Skr on a product for a mould. 
Then this amount of money is needed to cover the mould until the investment is re-paid. 
After that this amount can be used for lowering the price to the customers that are 
demanding a better price and therefore is working as a negotiating toll for the company. 
For those reasons the person on the company found it important to calculate.  

6.1.3 Investment calculation, differences between re- and new 
investments and small versus large investments 

The respondent believed that a large investment is an investment over 200 000 Skr and a 
small below that. The person differed between small and large investment and he were 
more accurate when calculating on large investments and was thinking twice by the reason 
that the company is more exposed to risk when a large investment is made.  

The respondent also differed between a new and a replacement investment. A replacement 
investment was easier to calculate because the in-payments could be calculated quite 
accurate from the historical numbers and the respondent also had more knowledge about 
other parameters such as quality and options etc, which made a replacement investment 
easier compared with a new investment.  Therefore he believed that he could be surer of 
the calculation and that the risk was less compared with a new investment.  

6.1.4 Risk, tax and inflation in the calculation 

The respondent is only making informal calculations in his head and therefore he believes 
it is impossible to include risk, tax and inflation in the current situation. He says the he 
understand the point of including those aspects into the calculations but the first steep 
before this could be done would be to create a formal routine.  
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6.1.5 Estimate afterwards of an investment  

There does not exists any formal fixed routine for cost accounting but an informal routine 
for cost accounting is used by the executive manager for finding out if his pay-back time 
that was calculated in his pre calculation was correct. This is important for finding out if 
the investment has been re paid so he can use the mark up, that was explained before, for 
lowering the price on the product to be more competitive. But he is also mentioning that 
because he is just doing an informal calculation in his head it will never be totally correct.  

6.1.6 Importance of the calculation in an investment decision 

At the moment the calculation is only important for finding out the mark up on the 
product and pay-back time for finding out when it is possible to lowering the price that has 
been explained before. But the respondent believes that if the time existed to create a 
formal routine for making the calculations more accurate they would have greater 
importance. But in the same way he is saying that you can not always following economical 
calculations. Some investments must be done even if they are not profitable to be able to 
sell a concept of products. So you cannot always look at numbers for making a decision. 
He was joking and saying if it was only economists that were taking investments decisions 
none would invest in nothing.  

The calculations for an investment is not of vital importance for the decision, if a need is 
found and they believe it will profitable an investment will be made. The informal 
calculations that he makes will then only be used for finding out the pay-back time to 
finding out when it is possible to lowing the price as been discussed above.  

6.1.7 Reduction of the Empirical Findings from Company A 
Problem question Company A 

How do small family owned companies 
make calculations of their investments 
within the production process? 

It exist one formal fixed routine that are made in a computer program to 
calculate the ground investment. The rest of the calculations do not have any 
formal fixed routines. The company has developed an own way for 
calculating different investments that can be derived to the pay-back method. 
The reason is to find out the mark up of the investment and the pay-back 
time. The ground investment includes everything that is bought into the 
investment but internal costs that arise due to the investment are not 
included. The yearly payments are calculated by dividing the ground 
investment with the estimated lifetime of the investment. The residual value 
is not often taking into consideration when the respondent makes the 
calculations, if there is any second hand value left it is often only considered 
as a bonus. Does not included negative residual value. in their calculations. 
The lifetime differs from investment to investment but it is often 5-7 years. 
The company has never used any external help for developing or making the 
calculations. Does not bring aspects that are hard to quantify into their 
calculations. 

What is the purpose of the investment 
calculations? 

The purpose of the investment calculation is to know when the investment 
has been re-paid and to be able to have control over how good an investment 
is. 

Does the investment calculation differ 
between re- and new investments and 
small versus large investments?  

Yes, it was a difference between a new and a replacement investment. A 
replacement investment was easier to calculate. The difference between small 
and large investment were more accurate calculating on large investments. 

Are risk, tax and inflation included in the 
calculation? How are they then included? 

Risk, tax and inflation are not including in the current situation. 

Is an estimate afterwards made of an There does not exist any formal fixed routine for cost accounting and 
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investment and its calculation? estimated afterwards, but an informal routine for cost accounting is used. 

How important is the calculation for an 
investment decision? 

The calculations for an investment decision are not of vital importance for 
the investment. 

Table 6-1 Reduction of the empirical findings from company A  

6.2 Company B 
Company B is a family owned small industrial company that are producing kitchen tools in 
plastic and in metal. The company’s turnover 2003 was approximately 58 million and the 
company had 37 employees. The data collection was made April 27, 2005 with the 
executive director that also is the owner at his office at the company. 

6.2.1 Calculations of investments within the production process 

The company use both written instructions and fixed routines when they are doing 
investment calculations. The calculation methods that the company use are “home made” 
and the main purpose with the calculation is to share the cost of a new investment, which 
could be a new production machine or a new mould, to the specific products that will be in 
contact with the new investment and to share the ground investment with the estimated 
sells for finding the pay-back time. The home made calculation that the company use has 
its foundation in the pay-back method. The reason to why they use this method is that they 
always have used it and that they are pleased with it, they receive the information that they 
want, they never follow up how much they earn on an investment they only calculate the 
pay-back time. The calculation is only made until the investment has reached break even, 
after that they know that the investment is paid and that is their purpose of the investment 
calculation.  

Once they brought in external help to form a better calculation routine but it only got 
worse according to the respondent. The calculation method that was brought into the 
company did not fit with the company’s way of producing. The calculation that is written 
down is the formal calculation but the respondent also explains that he makes an informal 
calculation in his head where he ad more information for instance the hours used for 
constructing the calculation etc.  

Aspects that are hard to measure and to quantify are not used in the formal calculation by 
the reason that it is hard to estimate them and which is fundamental for being able to use 
them in the calculations.   

Everything in the investment that is bought is included in the ground investment but 
internal costs that have arisen because of the investment like installations and starting up 
costs are left outside the calculation. The company calculates the yearly payments by 
dividing the ground investment with the estimated lifetime of the investment. Through that 
calculation they receive the out-payments of the machine. The in-payments on the other 
hand are calculated by estimating the number of products that will be sold during the 
lifetime, the ground investment is divided by the estimated sell and that sum is added to the 
product. This sum is multiplied with the estimated sell per year and the in-payments are 
received. 

The residual value are not often considered in the calculation, if there is any value left it is 
seen as a bonus. But if a machine has a considerable high secondary value the cost of the 
new investment is subtracted by the residual value and the ground investment is received. 
An example when this situation occurred where when a new truck was bought according to 
the respondent.  
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The calculation process for a mould investment can for example look like this. The first 
parameter that is interesting to the person when calculating is the ground investment; 
everything that is bought is included. The next step that is preceded is to decide the 
estimated life time. Furthermore, the respondent estimates how many pieces that is 
reasonable to sell during the estimated life time. They divide the ground investment by the 
estimated sell and receive the investment cost per unit that is added on the product.  Then 
they approximately know how long time it would take before the investment is re-paid if 
the estimated sell during the period is correct.  

The respondent explains that sometimes a product can show negative numbers according 
to the calculation but then can he not always just reject the investment. He must think in a 
broader perspective, some products must exist in the assortment to be able to sell other 
products and therefore will some investments be made even if the calculations showing 
negative numbers.  

A product calculation is also done where all costs that affecting the product is included. 
The costs are divided to the different products through estimating how large percentage 
each product is using different machines and moulds etc. (ground investment) 

6.2.2 The purpose of the investment calculations 

The purpose of the investment calculation for the company is to know when the 
investment has been re-paid. Moreover, to be able to have control over how good the 
investment has been. Furthermore, by the reason to be able to lower the price on the 
product when it is needed. That is easier to do when the investment is re-paid, and then the 
company can use the mark-up on the product of the investment to negotiate the price on 
the products.   

6.2.3 Investment calculation, differences between re- and new 
investments and small versus large investments 

The respondent said that it was a difference between both re- and new investments and 
small and large investments. A large investment was defined by the respondent as an 
investment over 100 000 Skr. and a small investment below that amount. The respondent 
believed that he was more precise when calculating on large investments. Small investments 
could be made without any calculations or at least with not the same precision.  

When it comes to re- and new investments the respondent said that the re-investment was 
easier to do since the company had more knowledge and more precise data to put into the 
calculation. A new investment was harder to estimate and therefore consisted with more 
risk compared with replacement investments and as a result was the calculation more 
insecure. But he pointed out that the end calculation did not differ between the two 
different types of investments.  

6.2.4 Risk, tax and inflation in the calculation 

The respondent is not including tax or inflation in the calculations. Risk is sometimes 
included in the calculations through lowering the estimated in-payments.   

6.2.5 Estimate afterwards of an investment  

An estimate afterwards of the company’s investments was made, although it was only made 
until they knew that the investment was paid back. They did not calculate or made any 
estimate afterwards on different investments profitability.  
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A mission that the respondent had was to construct a routine for following-up every 
product and its costs and revenues to receive information about which products and 
customers that generates profit. Today the respondent was aware of products that were not 
profitable but he thought there were more products in the assortment that were not 
profitable. The reason to why products could exist in the assortment despite the lost on 
each product was that some products were needed in the assortment to be able to sell other 
products in the assortment that was profitable. Investment calculations and estimate 
afterwards can be useful in those cases for having control of how much money that is lost. 
The respondent gave an example of a product that used a machine for making one of the 
parts to a product and the machine was only used to this product and they only used 50 
percent of the machines capacity. The product must exist for be able to sell other products 
and therefore must also the machine exist. An investment calculation and estimate 
afterwards over that machine would show negative numbers but if the executive director 
only looked at the calculation the investment of the machine would never had been made 
and the product would not have been produced. But the respondent points out that this is 
a case when the company must look in a broader perspective; can we sell other products in 
the assortment without this product? Can sales increase of this product so that the 
revenues increase the costs?  This is examples of questions that must be answered before 
rejecting an investment though negative numbers in the calculation and in the estimate 
afterwards. The fairest calculation that they could do in a situation like this according to the 
respondent is to make the calculation on product series instead of spreading out the costs 
on every product, but that has not been done yet. 

6.2.6 Importance of the calculation in an investment decision 

The company’s investments are made due to a demand, which means that the calculation 
not always is the most important parameter. Sometimes the company has to make 
investments in a mould for a certain product that are not profitable, but the investment has 
to be done to be able to sell a whole concept of products to the customers. According to 
the respondent the calculation becomes more important the larger an investment is.  

6.2.7 Reduction of the Empirical Findings from Company B 
Problem question Company B 

How do small family owned companies 
make calculations of their investments 
within the production process? 

Uses both written instructions and fixed routines when he is doing 
investment calculations. The calculation methods that the company use are 
“home made” and the main purpose with the calculation is to share the cost 
of a new investment, calculation that the company use has its foundation in 
the pay-back method. The reason for using this is that they always have 
used it and that they are pleased with it, they receive the information that 
they want on an investment they only calculate the pay-back time. The 
ground investment includes everything that is bought into the investment but 
internal costs that arise due to the investment are not included. The yearly 
payments are calculated by dividing the ground investment with the 
estimated lifetime of the investment. The residual value is not often 
considered in the calculation, if there is any value left it is seen as a bonus. 
The lifetime differs from investment to investment but it is often 5-7 years. 
The company once brought in external help to form a better calculation 
routine but it only got worse according to the respondent. The formal 
calculation parameters that are hard to quantify are left outside because it is 
too hard to bring them in and to estimate them. 

What is the purpose of the investment 
calculations? 

The purpose of the investment calculation is to know when the investment 
has been re-paid 

Does the investment calculation differ Yes, it was a difference between both re- and new investments and small 
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between re- and new investments and 
small versus large investments?  

and large investments. The company was more precise when calculating on 
large investments. Re-investment was easier to do since the company had 
more knowledge and more precise data to put into the calculation. 

Are risk, tax and inflation included in the 
calculation? How are they then included? 

Not including tax or inflation in the calculations. Risk is sometimes 
included in the calculations through lowering the estimated in payments. 

Is an estimate afterwards made of an 
investment and its calculation? 

An estimate afterwards was made, although it was only made until they 
knew that the investment was paid back. 

How important is the calculation for an 
investment decision? 

The investments are made due to a demand, which means that the 
calculation not always is the most important parameter. 

Table 6-2 Reduction of the empirical findings from company B 

6.3 Company C 
Company C is a family owned small industrial company that are producing hydraulic 
systems. The company’s turnover 2003 was approximately 31 million and the company had 
28 employees. The data collection was made April 28, 2005 with the executive director that 
also is the owner at his office at the company. 

6.3.1 Calculations of investments within the production process 

The company does not use any written instructions or fixed routines within investment 
calculations. The respondent explains that he makes a very broad and basic informal 
calculation in his head. He points out that one reason to why he is not doing a more formal 
calculation is that the company has very high liquidity and all investments that have been 
made in the production process through the years have been self financed. 

The small calculations that are made by the respondent for himself can be deduced from 
the pay-back method, the only information he wants is to find out how long time it will 
take to pay-off the investment. The reason why the respondent uses the informal method is 
according to him because he manages to use this method and that it has worked very well 
for him through the years when he has used it. Due to the fact that the company has been 
showing good results since the company was founded they has always paid off the 
investment as fast as possible. The technological life time differs a great deal from the 
economical life time. The respondent gave us an example of a machine that the company 
invested in 1982 and that machine are used until today and he thought that it will be used 
for several more years. This machine was an investment of 1.5 million and it had an income 
of 3 million per year so it was paid after only a couple of years and the respondent pointed 
out that it was paid more than ten times already.  

The company has never used any external help in the investment calculation process. It is 
only the company’s executive director, our respondent that is involved in the calculation 
process.    

Issues that are hard to quantify is not anything that the respondent consider in his 
calculation. Although he points out that those soft values are important, many investments 
that have been made in for example different machines have motivated the employees and 
also the respondent himself.  

The ground investment in the informal calculation is everything that is connected to the 
investment such as installation, education etc. However, in the bookkeeping only the price 
of the machine, the ground investment, is considered. The respondent says that he is not 
calculating on the payments, but after a discussion he says that he estimate the payments 
very broad for finding the pay-back time. The respondent said that he considered the 
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ground investment to be the out-payment and the in-payment is the yearly revenue from 
the machine. 

The residual value is included in the investment calculation. He is calculating the new 
investment through subtracting the new investment with the residual value from the old 
machine.  

When the respondent uses his informal method he is searching for the actual cost of the 
investment, he subtracts that with the residual value for finding the ground investment. 
Furthermore, he estimates how many units he may sell per year and to which price the 
product can be sold. Finally, the ground investment is divided by the estimated revenue per 
year, which the investment is generating, and through that he receives the pay-back time.  

6.3.2 The purpose of the investment calculations 

The respondent said that the purpose of his informal calculation was to get some idea of 
the investment and its pay-back time.  

6.3.3 Investment calculation, differences between re- and new 
investments and small versus large investments 

When the company made a re-investment it was an easier process since they had better 
knowledge about the payments and therefore it was much easier to make calculations with 
higher precision according to the respondent.   

A large investment for the company is according to the respondents everything over one 
million Skr. and an investment below are considered as small. The respondent believes that 
he makes more accurate calculations when he is facing a larger investment and re-thinking 
the investment decision twice before it is settled and that’s because  more money are 
involved which increasing the risk.   

6.3.4 Risk, tax and inflation in the calculation 

The respondent says that tax and inflation is not considered in the calculation. But the risk 
is indirect considered since he estimates the investments future in-payments very low and 
that gives the calculation margins that reduce the risk with an investment.  

6.3.5 Estimate afterwards of an investment  

Very briefly informal estimate afterwards are made to deciding how well his calculation 
been fitting with the real outcome. Almost every one of the large investments that has been 
made has been successful. The respondent is explaining that he has never made any 
calculations for deciding the profitability of an investment but he believes that to be an 
interesting thing do even if he is quite sure of that the investments that has been done by 
the company has been successful.   

6.3.6 Importance of the calculation in an investment decision 

At the moment the calculations is only important for getting some idea of the pay-back 
time but the informal calculation for an investment is not of vital importance for the 
decision. If a need is found and they believe it will profitable an investment will be made.  
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6.3.7 Reduction of the Empirical Findings from Company C 
Problem question Company C 

How do small family owned companies make 
calculations of their investments within the 
production process? 

Does not use any written instructions or fixed routines within their 
investment calculations The small calculations that are made by the 
respondent for himself can be deduced from the pay-back method. The 
reason why they use it is because they manages to use this method and 
that it has worked very well, gives the information that they want. The 
ground investment in the informal calculation, which is the only 
calculation that is made, is everything that is connected to the 
investment such as installation and education. Considering the ground 
investment to be the out-payment and the in-payment is the yearly 
revenue from the machine. The residual value is included in the 
investment calculation, but does not included negative residual value. 
The lifetime is always as short as possible, pays of 20% per year. The 
company has never used any external help in the investment calculation 
process. The company points out that issues that are hard to quantify is 
not anything that they consider in their calculations 

What is the purpose of the investment 
calculations? 

The purpose of the informal calculation was to get some idea of the 
investment and its pay-back time. 

Does the investment calculation differ 
between re- and new investments and small 
versus large investments?  

Yes, a re-investment was an easier process since the company had better 
knowledge. Makes more accurate calculations when they are facing a 
larger investment. 

Are risk, tax and inflation included in the 
calculation? How are they then included? 

Tax and inflation is not considered in the calculation, but the risk is 
indirect considered in the calculation. 

Is an estimate afterwards made of an 
investment and its calculation? 

Very briefly informal estimate afterwards are made to deciding how well 
the informal calculation been fitting with the real outcome 

How important is the calculation for an 
investment decision? 

The informal calculation of an investment is not of vital importance for 
the decision. If a need is found and they believe it will profitable an 
investment will be made. 

Table 6-3 Reduction of the empirical findings from company C 

6.4 Company D 
Company D is a family owned small industrial company that is producing custom made 
windows and doors. The company’s turnover 2003 was approximately 26 million and the 
company had 29 employees. The data collection was made May 10, 2005 with the executive 
director that also is the owner at his office at the company. 

6.4.1 Calculations of investments within the production process 

The company has made a great deal of investments during the last eight years. Eight years 
ago they moved into new buildings and almost all machines have been replaced to newer 
once since then.  

According to the respondent it does not exist any written instructions over how an 
investment should be preceded. But the respondent uses some fixed routines when larger 
investments are made. The investments within the manufacturing process is very difficult 
to calculate according to the respondent, this because all the products uses almost all 
machines within the manufacturing process. As a consequence it becomes difficult to 
estimate the payments of an investment. Many of the calculations were made on a feeling 
that the respondent had and therefore the calculations did not become so specific, instead 
they were very broad and basic. The company had never used any external help in the 
investment process; all calculations were made by the executive director.  
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When an investment was going to be made in an object the salesmen often made a 
calculation that was given to the respondent, but these calculations were almost never right. 
Instead own calculations was made that were more specific to the conditions of the 
company and its production process.  

The investigated company has a good liquidity and that are also a parameter to why they 
not make much calculations, the respondent pointed out that if dependence of external 
money existed more calculation would have been made due to the demand from the 
external lenders and the increased risk.   

In several investments no calculations were made, due to that it was almost impossible 
according to the respondent to make calculations on a machine that were used to 
manufacturing of a numerous amount of different products. But in those cases where a 
calculation was made no established calculation methods were used instead a home made 
calculation method was used. That method could be deduced to the pay-back method, 
since the only information that was calculated was the estimated pay-back time of the 
investment. The reason to why the respondent used the method was that he found this 
why of calculating logical and simple. Many investments were made to improve the 
working environment for the employees and those investments did not give the company 
any direct economical value. Some investments were made to reduce the human work and 
then the respondent could find out if the investment was profitable through if an 
employee’s work task could be replaced by a machine, this man could then give more value 
to the manufacturing process in another section. By doing this the respondent found out 
that an investment was profitable without calculating. 

The object that was bought and installed, if required, was included in the ground 
investment. In some investments education of the investment was included in the ground 
investment. The yearly payments were never calculated since it was difficult to do that, the 
reason for that was that it was very hard to connect certain payments to a specific 
investment. The respondent pointed out that “the profitability can not always be calculated, the 
most important is to be able to produce.” 

The residual value was always considered, if the company made a re-investment the old 
object was traded in to a new object or sold on the second hand market. All investments 
were paid of as fast as possible in the accountings.   

The respondent said that issues that were hard to quantify were to demanding to include in 
the calculations and therefore the company did not calculate on those issues. However, 
some investments were made without any direct economical benefit. Instead those 
investments could generate benefits in the future through such as happier and healthier 
employees which indirect could lead to more productive and less sick employees and as a 
consequence it result in cost savings. One example of an investment that resulted in 
parameters that were difficult to quantify was an investment in lifts and its indirect cost 
savings trough instance healthier employees. The respondent had invested in three 
different lifts, for 125 000 SKr each and to translate the benefits that was received to 
economical terms was difficult or almost impossible according to the respondent.  

6.4.2 The purpose of the investment calculations 

The purpose of the investment calculations that were made was to get some idea of the 
investment and its pay back time.  
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6.4.3 Investment calculation, differences between re- and new 
investments and small versus large investments 

The respondent said the he considered an investment under 70 000 Skr as a small 
investment and those investments could the executive director do by himself. Investments 
above that amount were considered as large and investment decision by that size had to be 
taken by the board of directors.  

The company did not differ between new and re investments, it is the need that decides 
according to the respondent. The respondent uses the same routine and method whether it 
is a new or a reinvestment.  

6.4.4 Risk, tax and inflation in the calculation 

The respondent said that tax, inflation or risk is not considered in the calculation.  

6.4.5 Estimate afterwards of an investment  

Estimated afterwards on invested objects are not often made, but in those cases when the 
respondent makes cost accountings it is made for finding out if the investment has been re-
paid.  

6.4.6 Importance of the calculation in an investment decision 

The calculations was not that important to the investment decision; this because the 
respondent considered so many soft values in the investments and therefore it was hard to 
only look at the economical factors in the calculation. The respondent also gave the high 
liquidity as a reason for why calculations were not so important in all investment decision.  
But in some investments the calculation was an important parameter for whether or not 
the investment should be made. He gave us an example of a machine that he was thinking 
of buying for some time ago, that would produce briquettes of the rest products from the 
production and which would increase the value of the rest products. He made a small 
investment calculation that showed that it would not be profitable and in this case the 
calculation was of great importance for the investment decision.  

6.4.7 Reduction of the Empirical Findings from Company D 
Problem question Company D 

How do small family owned companies 
make calculations of their investments 
within the production process? 

There do not exist any written instructions of how an investment should be 
done, but the company used some fixed routines in larger investments. No 
established calculation methods were used instead a home made calculation 
method was used. That method could be deduced to the pay-back method, 
since the only information that was calculated was the estimated pay-back 
time of the investment. There reason for using it is that they found this way of 
calculating logical and simple. The ground investment includes all capital that 
is connected to the investment object in the beginning of an investment. The 
yearly payments were never calculated, this since it was hard to do it, and the 
reason to this was that it was very hard to connect certain in- payment or out-
payment to a specific investment. The residual value was always considered, 
but does not included negative residual value. The lifetime is always as short 
as possible, pays of 20% per year. The company has never used any external 
help in the investment calculation process. Issues that are hard to quantify are 
very hard to measure in economical terms and the company did not calculate 
on these issues. 

What is the purpose of the investment 
calculations? 

The purpose of the investment calculations that were made was to get some 
idea of the investment and its pay back time. 
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Does the investment calculation differ 
between re- and new investments and 
small versus large investments?  

Yes, Investment decisions on large investment had to be taken by the board of 
directors. Did not differ between new and re-investments 

Are risk, tax and inflation included in 
the calculation? How are they then 
included? 

Tax, inflation or risk is not considered in the calculation. 

Is an estimate afterwards made of an 
investment and its calculation? 

Estimated afterwards on invested objects are not often made. 

How important is the calculation for an 
investment decision? 

The calculations was not that important to the investment decision; this 
because the respondent considered so many soft values in the investments. 

Table 6-4 Reduction of the empirical findings from company D 

 

 

 

56 



 Analysis  

7 Analysis  
In this chapter the analysis of the thesis is presented. The analysis is based on the empirical findings, 
previous studies and reference literature. To create a distinct logic of our analysis we have chosen to present 
the analysis chronological from the seven problem questions from the problem statement. 

7.1 Course of action in the analyse work 
To be able to analyse the research material we have categorised it, the categorisation have 
been made with help from the interview guide. We have sorted the interview questions into 
the problem questions (Appendix 4) and through the analysis we will use the problem 
questions to structure our analysis. The problem questions bring up specific areas within 
the investment calculation in small family owned companies. In the analysis chapter we 
present the reduced empirical data, which is focused on the data that are specific to our 
study.  

The focus in the analysis is comparing, looking for divergent opinions and looking for 
patterns in the data material. Furthermore, we will compare and analyse our results with the 
results from the previous studies, when we believe that it is appropriate to do that.   

7.1.1 Calculations of investments within the production process 
Due to the fact that this headline, which will cover the whole problem question one, is 
broad and take up several important aspects it will be presented in several underlying 
headlines, which are build on the interview questions.  

7.1.1.1 Written instructions or fixed routines within investment 
calculations 

Does the company use written instructions or fixed routines within investment calculations? 

Company A It exist one formal fixed routine that are made in a computer program to calculate the 
ground investment. The rest of the calculations do not have any formal fixed routines. 

Company B Uses both written instructions and fixed routines when doing investment calculations. 

Company C Does not use any written instructions or fixed routines within the investment calculations. 

Company D There do not exist any written instructions of how an investment should be done, but the 
company used some fixed routines in larger investments.  

Table 7-1 Written instructions or fixed routines within investment calculation  

The empirical findings in the table above tell us that small family owned companies use 
written instructions or fixed routines within investment calculation sparsely and that differ 
from the previous studies that focused on large companies. Renck’s (1966) study shows 
that different routines for investment calculations were used in the large companies that he 
looked into. The routines differed to the investments size and if it was about a re-
investment or a new investment. Tell’s (1978) study also shows that routines existed in the 
investigated companies, but smaller companies within his selection did not use written 
instructions instead they used simple calculations within the companies. There is a pattern 
that can be seen when comparing our research with previous studies; the larger the 
company is the more fixed routines are used.  As Kinnander (1996) pointed out smaller 
companies does not have the same amount of expert recourses. Since small companies 
often not have the same knowledge within the calculation area is that a probable reason 
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why fixed routines are not always developed. Furthermore, the investment process is often 
handled by one person as Kinnander (1996) points out and that is also supported by our 
empirical findings and therefore written instructions can be unnecessary. Finally, some of 
the investment calculations that are done by the smaller companies are pretty simple and 
therefore are fixed routines and written instructions becoming superfluous.  

The companies that are not using fixed routines and written instructions will probably miss 
a great deal of important information and their calculations will probably not be good 
decision basis and sufficient information for the investments. They also miss the 
opportunity to make a formal follow-up of the investments to get the outcome form the 
investments. Another parameter that they miss by not using fixed routines and written 
instructions is to let other people within the company to be part of the investment 
calculation process. The companies that use fixed routines and written instructions on the 
other hand will get all these opportunities and their investment will be made with more 
correct information and hopefully lead to better investments. Their investment calculation 
procedure can also be improved by learning from the follow-up form earlier investments.  

7.1.1.2 Calculation methods in small family owned companies 
Which calculation methods are used? 

Company A Has developed an own way for calculating different investments that can be derived to the 
pay-back method.  

Company B The calculation methods that the company use are “home made” and the main purpose 
with the calculation is to share the cost of a new investment, calculation that the company 
use has its foundation in the pay-back method 

Company C The small calculations that are made by the respondent for himself can be deduced from 
the pay-back method 

Company D No established calculation methods were used instead a home made calculation method 
was used. That method could be deduced to the pay-back method, since the only 
information that was calculated was the estimated pay-back time of the investment. 

Table 7-2 Calculation methods in small family owned companies 

As could be seen in the table above none of the studied companies used any established 
calculation method. There can be a risk for missing important data when not using 
established calculation methods, which has been developed by researchers and tested in 
different situations. Major parts of the respondents made most of their calculations in their 
minds. If you make calculations in your mind instead of doing it on paper or using a 
computer it is a good chance that the calculations will not be as accurate and precise as it 
could be. This can make the decision process harder and the risk increase for doing wrong 
investment decisions.  

The pay-back method calculates the time it takes before the summarised payments surplus 
is the same as the ground investment. The method helps the company to see how long 
time it will take for the investment to be re-paid (Wramsby & Österlund, 2004).  The 
“home made” informal calculations that all the respondents used can be deduced to the 
pay-back method. One of the companies calculated the ground investment and did then 
briefly calculate the payments for finding the pay-back time. The respondent did not 
believe that the calculations was of any great importance and only used it for having some 
control of the investments pay-back time. One explanation for why the company did not 
work with calculations so much can be as the respondent self pointed out that they always 
have had high liquidity and therefore has never been forced to be worried when doing an 
investment. The company’s high liquidity has made that the company never required any 
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more advanced calculations and therefore has never any high level of calculations 
knowledge been developed within the company.  Two of the respondents decided 
beforehand how many years they wanted and which was realistic for the investment to be 
re-paid. Then they took the ground investment and divided that with the estimated sales 
during the decided pay-back time for finding the sum to mark up each product with. This 
“home made” calculations can be deduced to the pay-back method but the calculations is 
done in a reverse order. They are deciding the pay-back time first and from that they 
calculate the payments instead of first calculate the payments and from that finding the 
pay-back time. The risk with doing as the companies does is that they may increase the 
price to much for reaching the pay-back time. But on the other hand with their experience 
in their business area can we be quite sure that they have good knowledge for finding the 
right price and not increasing it to much, but still the risk exists. Another respondent 
explained that his company had a good liquidity; furthermore the respondent explained that 
if they had been dependence of external money more calculation would have been made 
due to the demand from the external lenders.   

Companies often have established measures of how fast they want an investment to pay-
off and they chose the alternative with the shortest pay-back time (Wramsby & Österlund, 
2004). A major part of the companies does not seem to use calculations primary for taking 
decisions, instead they seem to use it after the investment decision is made for finding the 
mark up of a product and the pay-back time of an investment. Instead the need decides if 
an investment should be done or not. It was also common for the calculations to be used 
as a control instrument, to be able to settle the real pay-back time and further to be able to 
lower the price on the product when the investment was re-paid. 

The pay-back method is the most common calculation method according to Wramsby and 
Österlund (2004, p.36). The previous studies that we have looked into are also showing 
that the most common method in Swedish companies today and in the past is the Pay-back 
method. Renck’s (1966) study shows that the most common method for calculation was 
the pay-back method and on second place of the most used method was the internal rate of 
return. Tell’s (1978) study showed exactly the same as Renck’s study did. Yard’s (1987) 
study present an other result, his research showed that 56.6 percent were using some form 
of cost of capital based method as the first alternative. Furthermore, were 41.6 percent 
using the pay-back method with or without consideration of the interest rate as the first 
alternative. Hjertqvist and Hördegård’s (2002) study showed that all companies used the 
pay-back method without consideration of discount rates. Axén et al’s (2004) study shows 
that the economical calculation method that where used most frequently were the Pay-back 
method. When comparing our study of small family owned companies with the previous 
studies we find similarities in all studies accept from Yard’s (1987) study, where the 
majority used a cost of capital based method. In another way our study separates from the 
other studies through that our respondents are using informal home made calculations that 
are only derived from the pay-back method. The main reason is most likely that the other 
studies have focused on medium or large companies while our focus laid on small family 
own companies and therefore has more recourses and knowledge been available in the 
companies that was selected in the previous studies.   

By using a home made investment calculation method instead of using an established 
method could lead to that important parameters within the calculation are lost. The home 
made calculation methods are probably showing a better investment than it really is since it 
leaves some important parameters outside. On the other hand it gives the company a 
method that they can handle and it gives the company the information that they want, 
although not as correct as it could be.  
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7.1.1.3 Reasons to use the chosen calculation method 
What are the reasons to use the chosen calculation method/methods? 

Company A To find out the mark up of the investment and the pay-back time. 

Company B Is that they always have used it and that they are pleased with it, they receive the 
information that they want on an investment they only calculate the pay-back time. 

Company C Manages to use this method and that it has worked very well, gives the information that 
they want. 

Company D Found this way of calculating logical and simple. 

Table 7-3 Reasons to use the chosen calculation method  

There exists disadvantages with the pay-back method according to Ljung & Högberg 
(1996) and that is that it does not take money’s time value in consideration. That means 
that it does not consider the payment surplus’ interest, which leads to that the pay-back 
time becomes shorter then it should be. Another disadvantage according to Wramsby and 
Österlund (2004) is that the profitability is measured in time and not money. So there exist 
disadvantages with the pay-back method that would be erased if the investigated companies 
changed method or if they combined the “home-made” methods that can be deduced to 
the pay-back method with other methods. But according to Kinnander (1996) smaller 
companies has not the same amount of expert recourses and often can one person handled 
all the different roles within the investment process. That investments are also relatively 
rare in a small company and that contributes to lack of experience and competence within 
the knowledge area. Therefore the simplicity of the pay-back method can be an explanation 
for why the method or variants of it is exclusively used within our selection.  This is also 
confirmed by Wramsby and Österlund (2004) that are mentioning that the method is easy 
to understand and to use. Furthermore, Renck (1966) was mentioning in his study that 
simplicity was the reasons for using a specific calculation method. Finally, Hjertqvist and 
Hördegård’s (2002) study is strengthening the argument when their study shows that 
companies used the pay-back method by the reason of simplicity and that is was easy to 
understand. If the companies only use a method for its simplicity it may not be the most 
suitable calculation method to fulfil the purpose with the calculation of an investment.  

Hjertqvist and Hördegård’s (2002) study is also given the following reasons for using the 
pay-back method, it is well known and it is focusing on a shorter time period compared to 
other methods and that can be reasons to why the pay-back method is so frequently used. 
Wramsby and Österlund (2004) is also mentioning that companies often use the method as 
a control instrument, which means that they use it as a profitability appraisal of an 
investment alternative and that is one of the purposes why our respondent is using the pay-
back method. 

From the respondents’ answers (table 7-3) we can find a pattern for using the method and 
that is that they always have used it, it has become a habit to use it. Renck (1966) is also 
mentioning habit as a reason for using a specific calculation method. It can be bad to use 
something of a habit, then you are not looking for improvements and it will be hard to 
realise the weaknesses with the used method. Most of our respondents in our study also 
believed that they received enough information from the methods that they were using. But 
because they are using it by a habit they may think that they receive enough information 
and the information that is most appropriate for the investment, but that must not 
necessary be the case. They may be locked on the used method and not realise that the 
method is not the most appropriate. In some cases it could perhaps be good to use external 
help for receiving another person view of the issue.  
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According to Yard (1987) it is a large difference between theory and practice within the 
investment calculation and the calculation methods that has been developed has often 
focused on the inner logic in the method rather than adjust the method for being more 
user-friendly. This can according to Yard (1987) be a reason for why calculation methods 
are used wrong or not at all. This can thus be a reason why our respondents does not use 
any established calculation methods.  

7.1.1.4 Ground investment and yearly payments 
How are the ground investment and the yearly payments calculated? 

Company A Includes everything that is bought into the ground investment but internal costs that arise 
due to the investment are not included. The yearly payments are calculated by dividing the 
ground investment with the estimated lifetime of the investment.  

Company B Includes everything that is bought into the ground investment but internal costs that arise 
due to the investment are not included. The yearly payments are calculated by dividing the 
ground investment with the estimated lifetime of the investment.  

Company C The ground investment in the informal calculation, which is the only calculation that is 
made, is everything that is connected to the investment such as installation and education. 
Considering the ground investment to be the out-payment and the in-payment is the 
yearly revenue from the machine 

Company D The ground investment includes all capital that is connected to the investment object in 
the beginning of an investment. The yearly payments were never calculated, this since it 
was hard to do it, and the reason to this was that it was very hard to connect certain in-
payment or out-payment to a specific investment. 

Table 7-4 Ground investment and yearly payments  

Examples of cost that is connected to the ground investments are; acquiring of buildings, 
market investments, machines and inventory and working capital (Wramsby & Österlund, 
2004). If we compare this theory with the empirical findings, it shows that most of our 
respondents do not follow the theory about ground investment. In most cases only the 
cost that occurred from buying for example a machine were included in the calculation and 
internal cost such as installation costs were not included in the calculation. When all cost is 
not included in the investment, the calculation will show a better result than the reality and 
the calculation will be misleading. To be certain if an investment is profitable or not, all 
costs must be included to the ground investment. In company A and B they used the 
ground investment for calculating the mark up and when not including all cost in the 
ground investment they will receive a lower mark up than necessary for covering the 
investment. To receive information if an investment is profitable or not the company must 
predict the economical payment consequences during the investment’s length of time. The 
two central concepts are inflow of money and outflow of money (payments) (Wramsby & 
Österlund, 2004).  

The companies are not following an established method and that may be a reason for why 
they not calculate the yearly payments in an appropriate way. The companies should 
calculate all revenues and all costs that are generated by the investment each year for 
finding the exact break even. If they only are considering the ground investment they 
cannot be sure about the profitability and the real pay-off of an investment. The other 
yearly cost that is generated by the investment for instance maintenance can exceed the 
yearly revenues and the investment can be unprofitable, but that will never the companies 
find out as an result of not calculating the proper payments. Furthermore, the right pay-off 
will never be found as a consequence of not calculate correct payments. Company C is 
taking all revenues that the investment generates for covering the ground investment and 
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the other costs that exists from the investment if forgotten and are not covered by the 
yearly revenues. As a consequence company C is finding a pay-off time that is wrong and 
unrealistic and cannot be sure about the profitability.   

7.1.1.5 Residual value and lifetime  
How are the residual value and the economical length of life calculated? 

Company A The residual value is not often taking into consideration when the respondent makes the 
calculations, if there is any second hand value left it is often only considered as a bonus. 
Does not included negative residual value in their calculations. The lifetime differs from 
investment to investment but it is often 5-7 years. 

Company B The residual value is not often considered in the calculation, if there is any value left it is 
seen as a bonus. The lifetime differs from investment to investment but it is often 5-7 
years. 

Company C The residual value is included in the investment calculation, but does not included 
negative residual value. The lifetime is always as short as possible, pays of 20% per year. 

Company D The residual value was always considered, but does not included negative residual value. 
The lifetime is always as short as possible, pays of 20% per year. 

Table 7-5 Residual value and lifetime 

According to Wramsby and Österlund (2004) it is possible that an investment has a residual 
value or a second hand value after its economical length of lifetime is over. If an 
investment is considered as useful after the certain length of lifetime the company can sell 
the asset and receive money for it. The case could be the opposite; an investment can have 
a negative residual value, which means that it is costing money to get rid of the asset. None 
of the companies included negative residual value in their calculations. Most of the 
respondents were only consider the residual value if it existed a considerable amount in the 
object that was replaced. When they are not calculating with the residual value the 
investment calculation will not show a correct result and an investment may be 
unprofitable according to the calculation but in reality it may be profitable. Negative 
residual value was not included in the calculations and as a consequence of this the costs of 
an investment will be to low. It was quite interesting that one company chose to not sell a 
machine with a small rest value due to the possibility of increased competition. Our study is 
differing from Hjertqvist and Hördegård’s (2002) that showed that the companies that they 
looked into did not take the residual value into consideration at all.   

Hjertqvist and Hördegård’s (2002) study showed that in the companies that they looked 
into the economical length did not often limit the pay back time. Ljung and Högberg 
(1996) differed between two types of lifetime, economical- and technological lifetime. The 
economical lifetime is the time to the point of time that gives the investment maximum 
profitability. Technological lifetime is described as the time that an investment object can 
be used with consideration to physical wear. It can also be described as the time it takes 
until an investment is considered unusable. Ljung and Högberg (1996) also say that the 
economical lifetime often is set with consideration to the technological lifetime. Bergknut 
et al (1993) discuss another type of lifetime, estimated lifetime, which is a subjective 
assessment base on different factors within the investment. The estimated lifetime are 
considered as a practical used approximation of the economical lifetime, which is built on 
assessments from former experience and knowledge. These different types of lifetimes are 
used in another and a more individual way in the companies that we have look into. The 
different concepts are described and used differently from company to company.  For two 
of the companies that we have investigated the estimated life time is often 5-7 years in the 
investment calculation depending of the investment. But in the books the investment are 
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paid as fast as possible, 20 percent per year. The other two respondents explained that due 
to the fact that the company is showing good results the company pays-off the investment 
as fast as possible and the estimated lifetime is set from investment to investment. The 
technological lifetime on the other hand differs a great deal from the economical life time. 
One respondent gave us an example of a machine that he invested in 1982 and that 
machine are used until today and he thought that it will be used several more years. This 
machine was an investment of 1.5 million and it had an income of 3 million per year so it 
was paid after only a couple of years and the respondent pointed out that it was paid more 
than ten times already, calculated by the respondent’s own method. 

7.1.1.6 External help  
Does the company use external help in the calculation process?  

Company A The company has never used any external help for developing or making the calculations. 

Company B Once they brought in external help to form a better calculation routine but it only got 
worse according to the respondent. 

Company C The company has never used any external help in the investment calculation process. 

Company D The company has never used any external help in the investment calculation process. 

Table 7-6 External help 

Three of our respondents had never used any external help for developing or making their 
calculations. In those three companies the executive director, our respondent, was the only 
one person involved in the calculation process. One company had brought in external help 
once to form better calculations routines but it only got worse according to the respondent. 
The calculation that the help used did not fit into the type of producing company that this 
company is. Apart from this time, the company’s investment calculations are handled by 
the executive director. Kinnander, (1996) points out that smaller companies do not have 
the same amount of expert recourses and often can one person handle all the different 
roles within the investment process. Furthermore, the rareness of investments can 
contribute to lack of experience and competence. How the investment process is handled 
in the small companies vary a great deal and it is heavily personal related. The lack of 
expert recourses could be one reason to bring in some external help, the help can develop 
new routine that save time for the company in the future. They could also receive a more 
correct calculation that can be used in the future. The company in our study that has tried 
external help had a bad experience, so it is not for granted that it will improve the 
calculations. Tell’s (1978) study showed the opposite compared to our study, the smaller 
companies in his selection relied on external help for constructing the calculations. 

7.1.1.7 Issues that are hard to quantify 
How does the company measure issues that are hard to quantify? 

Company A Does not bring aspects that are hard to quantify into their calculations.  

Company B Says that the formal calculation parameters that are hard to quantify are left outside 
because it is too hard to bring them in and to estimate them. 

Company C Points out that issues that are hard to quantify is not anything that they consider in their 
calculations 

Company D Means that the issues that are hard to quantify are very hard to measure in economical 
terms and the company did not calculate on these issues. 

Table 7-7 Issues that are hard to quantify 
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The empirical findings presented in the table above are showing an interesting difference 
compared to Axén et al’s (2004) study where they stated that 40 out of 81 respondents 
thought that it was hard to measure issues that are hard to quantify. More than half of the 
respondents did not think that it was difficult to measure issues that are hard to quantify. 
100 percent of our respondents thought that it was difficult. Hjertqvist and Hördegård’s 
(2002) study on the other hand shows the same result as our study which is that factors 
that where not easily quantified were often left outside the calculation. Because of the 
difficulty to identify the advantages with aspects that are hard to quantify leads to the 
consequence that the companies often omitted parts that had economical consequences for 
the investment and therefore the calculation will not be as accurate as it could be.    

7.1.2 The purpose of the investment calculations 
What is the purpose of investment calculation? 

Company A The purpose of the investment calculation is to know when the investment has been re-
paid and to be able to have control over how good an investment is. 

Company B The purpose of the investment calculation is to know when the investment has been re-
paid 

Company C The purpose of the informal calculation was to get some idea of the investment and its 
pay-back time. 

Company D The purpose of the investment calculations that were made was to get some idea of the 
investment and its pay back time. 

Table 7-8 Purpose of the investment calculation  

The main purpose of the investment calculations within the investigated companies is to 
receive the pay-back time, to have control over when the investment is re-paid. Since that is 
the only purpose for the companies to make investment calculations they miss the 
opportunity to compare different investment alternatives. Bergknut et al (1996) points out 
that the investment calculation is made to make it possible to estimate the profitability for 
an investment and to be able to rank different investments. Wramsby and Österlund (2004) 
explain an investment calculation as a liquidity budget of several years that is evaluated with 
a yield demand. Wramsby and Österlund (2004) also mean that the reason for the 
calculation is to get information whether an investment is profitable or not. Another reason 
is to prognosis the payment over time. All payments in an investment calculation is 
summarised in the end of the year, it is just the payments that affects the investment 
decision that should be brought into the investment calculation.  

Tell’s (1978) study from the 1970s shows that the purpose of the investment calculations 
was to receive standardised judgments to be able to categorise different investments. Yard’s 
(1987) study showed that companies had different purposes for using a method. The first 
group was using the method to find the most profitable investments with shortest pay-back 
time. The second group gave the reason to reach as high preparedness of action as possible 
or flexibility for using the method. Hjertqvist and Hördegård’s (2002) study showed that 
the calculations that showed the profitability worked instead only as a complement to the 
investment decision. The different companies’ argument of investment calculation fits with 
some of the purposes that were given by the previous studies. None of our respondents 
used calculations for finding the most profitable investment alternative. All companies 
were often using the calculations as a complement when making an investment but in many 
cases a calculation was made after the investment decision was taken for finding out mark 
ups and the pay-back time.  If one do not know the real purpose with using an established 
method, it can be hard to motivate oneself to use the method.   
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7.1.3 Investment calculation, differences between re- and new 
investments and small versus large investments 

Does the investment calculation differ between small and large investments? 

Company A Yes, the difference between small and large investment were more accurate calculating on 
large investments. 

Company B Yes, it was a difference between small and large investments. The company was more 
precise when calculating on large investments. 

Company C Yes, makes more accurate calculations when they are facing a larger investment. 

Company D Yes, investment decisions on large investment had to be taken by the board of director 

Table 7-9 Differences between large and small investments  

During our interviews with the selected companies we asked the respondents about what 
they thought was a large investment for their company. This question was asked to get 
some ideas of the differences between the companies. The answers we received was that 
one said that a large investment was everything over 100 000 Skr. Another said that all 
investments over 200 000 Skr. was seen as a large investment and the investments below 
was seen as small. The third company said that a large investment for them were an 
investment over 1 million Skr and everything below was considered as small. The forth 
respondent said that he considered an investment below 70 000 Skr as a small investment. 
He also said that investments over that was considered as large and had to be motivated to 
the board of directors of the company. Wramsby and Österlund (2004) divide the size of 
an investment into small routine investments, project investments (that can be authorised 
by a smaller lead group or a company’s lead group) and finally large investments (that 
might require decision by board of directors).   

The result that we got from our interviews can be compared to the result that Renck (1966) 
got from his study, which shows that the calculations for smaller investment projects were 
simpler because then the company had less time to work with and they were handled on a 
lower level in the company that often had a lower knowledge. As a conclusion of this we 
can say that the size of an investment is considered differently from company to company 
and that the larger an investment are the more extensive the calculation is. Renck’s (1966) 
study shows that smaller investments often are made in a lower level in the company; this is 
not the case in the small family owned companies that we have looked into the executive 
directors/owners makes all the investments and the calculations.  

To make a difference between small and large investment are natural, but still it is 
important to consider all investment independent of size, it is important to calculate and to 
have written instructions on all investments. As could be seen above, the investments that 
the companies consider as small investments are dealing with a great deal of money. Some 
small investments are together much money and therefore it is important to calculate 
whether size of the investment. On the other hand it can not go too far, it is always a limit 
whether it is profitable or not to make a calculation. 

Does the calculation differ between new- and reinvestments? 

Company A Yes, it was a difference between a new and a replacement investment. A replacement 
investment was easier to calculate. 

Company B Yes, it was a difference between re- and new investments. Re-investment was easier to do 
since the company had more knowledge and more precise data to put into the calculation. 

Company C Yes, a re-investment was an easier process since the company had better knowledge. 
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Company D No, Did not differ between new and re-investments 

Table 7-10 Differences between new- and re-investments  

Three out of the four investigated companies differed between new and re-investments. 
Parts of our results are similar to Renck’s (1966) study, in which a large part of the 
companies separated between new investments and re-investments because of that the 
decision situation were different. In a new investment the companies wanted to investigate 
the profitability of a certain production unit to find out if it should be carried on or not. In 
a re-investment the decision was already taken and the profitability was calculated to find 
out if the production would continue with the existing or new production machines.  
Hjertqvist and Hördegård’s (2002) study also stress that companies separate between 
different investments. In re-investments they did use less calculations efforts and the 
decisions were often made on a lower level within the company.   

Almost all our investigates companies made a difference between new and re-investments, 
but still it is important to consider all investment independent of type, it is important to 
calculate and to have written instructions on all investments. A re-investment is less risky 
but it is important to have a calculation to compare different investment alternatives.   

7.1.4 Risk, tax and inflation in the calculation 
Are risk, tax and inflation included in the calculation? How are they then included? 
Company A Risk, tax and inflation are not including in the current situation. 

Company B Not including tax or inflation in the calculations. Risk is sometimes included in the 
calculations through lowering the estimated in-payments. 

Company C Tax and inflation is not considered in the calculation, but the risk is indirect considered in 
the calculation. 

Company D Tax, inflation or risk is not considered in the calculation. 

Table 7-11 Risk, tax and inflation in the calculation  

No one of the investigated companies includes tax or inflation in their investment 
calculation. Wramsby and Österlund (2004) points out that it is important to consider the 
tax payments in the calculation because it will have a great impact on the profitability in 
different investment alternatives and that can affect which investment alternative that is 
going to be chosen. Bergknut et al. (1993) says that the tax payment that the companies are 
interested in when doing an investment calculation is an indirect payment consequence.  It 
is also important to consider inflation in the calculation since it can affect the investments 
profitability. In investment calculations both expected in- and out-payments from an 
investment, capital tie-up and the cost of capital can be affected by inflation. Furthermore, 
the value on the depreciations will be affected. Inflation will also affect the required return 
on different kinds of investments. That as a result of the lower purchasing power of the 
future payments surpluses and therefore investors will demand higher yield on invested 
capital (Wramsby & Österlund, 2004). Since the studied companies are not using tax or 
inflation in their calculations the calculations that they make gives an unfair picture of the 
investment, to get more exact numbers it is important that the companies calculates with 
tax and inflation. It is interesting to see that the result from our interviews gave us the same 
information as Hjertqvist and Hördegård (2002) and Tell (1978) got in their investigations, 
none of the medium and large Swedish industrial companies that Hjertqvist and 
Hördegård’s (2002) investigated calculated with taxes and inflation. Tell’s (1978) research 
showed that large Swedish companies during the 1970s did not use taxes in their 
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calculations by the reason of making the calculations to complicated and inflation were not 
often included in the calculations and the reason were lack of knowledge. 

Two of the studied companies pointed out that they did not consider risk in their 
calculation. The other two on the other hand included risk in a way in their calculation. 
Since it is difficulties with making predictions about the future concerning consumer’s 
preferences and legislation et cetera it is important to consider risk in the calculations 
(Bergknut et al., 1993). A company’s attitude to risk is decided by the situation. In a 
situation when the liquidity is good a company can be more willing to take risks and vice 
versa. It is important to systematic and consequent observe the company’s attitude toward 
risk when choosing an investment alternative (Bergknut et al., 1993). The chosen 
companies had high liquidity and therefore that can be one reason to why two companies 
from our selection chose to not include risk in their calculations.   

Renck’s (1966) study showed that large Swedish companies considered risk and the result 
he got was that the largest uncertainties within the investment calculation were in variables 
that were affected by exogenous circumstances. They used marginal in the investments 
expected payments, sensitivity analysis or parallel calculation with alternative conditions for 
including risk. Hjertqvist and Hördegård’s (2002) study showed that risk often was 
considered through higher demands on the investment yield. 

The conclusion from this discussion is partly that smaller companies do not consider 
inflation and taxes in their investment calculations. The reason for this is that it only 
complicates the calculation process. The lack of taxes and inflation in the calculation could 
lead to problems like that the company believes that an investment is profitable, but if tax 
and inflation would be included it would not be. It is very important for a company to 
consider the tax and inflation parameters if the investment is very close between a loss and 
a profit. If the calculation shows that an investment is very profitable these parameters are 
not that important but the result will of course not be totally correct. When comparing 
with previous studies it shows that the larger a company is the better the calculation with 
tax and inflation are made. Two of the companies that we have investigated are reducing 
the risk with the investment by increasing the margins in their calculations. Our study also 
shows that the companies have made very good investments through the years without 
considering tax and inflations.   

7.1.5 Estimate afterwards of an investment  
Is an estimate afterwards made of an investment and its calculation? 
Company A There does not exist any formal fixed routine for cost accounting and estimated afterwards, but an 

informal routine for cost accounting is used. 

Company B An estimate afterwards was made, although it was only made until they knew that the investment was 
paid back. 

Company C Very briefly informal estimate afterwards are made to deciding how well the informal calculation been 
fitting with the real outcome 

Company D Estimated afterwards on invested objects are not often made. 

Table 7-12 Estimated afterwards of an investment 

All the investigated companies are doing some kind of estimate afterwards of their 
investments and their investment calculation, there exist no formal cost accounting and 
follow up but all uses informal calculations. Hjertqvist and Hördegård’s (2002) study shows 
that none of the medium and large Swedish industrial companies that they investigated 
made cost accounting. Their study of estimate afterwards shows the same result as our 
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study, which means that it might not matter if it is a small, medium or large company, every 
one of them are doing the estimate afterwards poorly. Kinnander (1996) says that an 
estimate afterwards is something that in very many cases are absent. By not doing a follow 
up of an investment much important information of the investment result is lost. By doing 
an economical follow up of an investment many advantages are achieved. Kinnander 
(1996) also points out that the follow up should show if the costs and the income that the 
calculation assumed have been reached. Beside the calculation it is important to do an 
overall appraisal of how the investment has been and how different cooperation has been 
working. Our interviews show that all respondents are doing informal estimate afterwards 
to see when the investment is re-paid and to see if their informal calculations that they 
estimated before the investment were right. All companies would like to have an estimate 
afterwards of an investment when its lifetime is over but it is hard to estimate those 
numbers and it takes to much time to do it. Since the respondents know that the 
investment are paid they are pleased. By not using a written formal calculation it is very 
hard for the companies to get a good follow-up, if the companies have used formal 
calculations they would have been able to make formal estimated afterwards. These would 
have given the companies all the information that they wanted and it would have been 
good sources for improvements, since they could learn form the former investment. 

7.1.6 Importance of the calculation in an investment decision 
How important is the calculation for an investment decision? 
Company A The calculations for an investment decision are not of vital importance for the investment. 

Company B The investments are made due to a demand, which means that the calculation not always is the most 
important parameter. 

Company C The informal calculation of an investment is not of vital importance for the decision. If a need is found and 
they believe it will profitable an investment will be made. 

Company D The calculations was not that important to the investment decision; this because the respondent considered 
so many soft values in the investments. 

Table 7-13 Importance of the calculation in an investment decision  

The result from the interview shows that the calculation is not the most vital part in an 
investment decision it is in most cases only seen as a support to the decision. Hjertqvist 
and Hördegård’s (2002) study also showed that the calculations were not the most 
important factor in the investment process. In most cases it is difficult in advance to know 
if an investment is profitable or not, because it is hard to predict the future payments. A 
company has to investigate and predict the future demand and supply on goods and 
services to be able to do a correct assessment if an investment is profitable or not. Within 
companies an investment often involves a great deal of money, an investment proceeds of 
a long process with strategically decisions (Wramsby & Österlund, 2004). It is hard to 
predict the future payments and to create a proper calculation can be a reason for why 
companies not think that the calculation is of great importance when an investment 
decision should be made. But an investment can as Wramsby & Österlund (2004) points 
out involving a great deal of money and can follow a company a long time in the future. 
Therefore, it would be of the companies’ interests to try to estimate the payments to try to 
receive as correct calculation as possible even if it is difficult, for reducing the risks that 
arise with an investment.  
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7.1.7 How can the investment calculation be improved? 
• Use an established calculation method and other calculation methods as a 

complement  

All the companies use a home made calculation that can be deduced to the pay-back 
method, which is the easiest and the most used calculation method, but by using that 
method the studied companies does not take money’s time value in consideration. That 
means that the method does not consider the payment surplus’ interest, which leads to that 
the pay-back time becomes shorter then it should be (Ljung & Högberg, 1996). Wramsby 
and Österlund (2004) points out that another disadvantage is that the profitability is 
measured in time and not money. By using other calculation methods as a complement the 
calculation would be more secure and less risky. None of the respondent is calculating the 
payments in a proper way and that results in not receiving a correct calculation of the 
investments with an incorrect pay-back time.  If they would use an established theory they 
would probably overcome that problem and correct payments would be included in the 
calculations and the correct pay-back time would be generated.   

• The company need to spend more time to calculate  

Since all the investigated companies are small family owned companies and the result from 
our interview show that all the investments and the investment calculation are handled by 
the executive director and the owner of the company, there is a lack of time. The people 
that handles these tasks are also handle a great deal of other tasks within the company and 
that lead to that the investment process receive low priority. Kinnander (1996) points out 
that it is often one person within small companies that is handles all steps in the investment 
process and therefore lack of time is often a fact when calculating and evaluating an 
investment decision. This are reinforced by the fact that the investigated companies are 
having good liquidity and are self financed, they said that they do not need to spend so 
much time on calculation since the company can afford the investment. One company 
knows that their investment calculation can be improved, but the lack of time makes it 
impossible to do improvements. It might be a good idea to educate someone within the 
company that has more time left compared with the executive director within the 
investment process. For receiving a more accurate and correct calculation that the 
executive director can use as a decision foundation when deciding up on an investment. To 
us external help can also be an option for filling the knowledge and time gap that may exist 
within the companies.  

• Consider tax and inflation in the calculations  

None of our investigated companies are using tax or inflation in the investment 
calculations, which makes the calculation a little bit defective. Wramsby and Österlund 
(2004) points out that it is important to consider the tax payments in the calculation 
because it will have a great impact on the profitability in different investment alternatives 
and that can affect which investment alternative that is going to be chosen. It is also 
important to consider inflation in the calculation since it can affect the investments 
profitability. In investment calculations both expected in and out payments from an 
investment, capital tie-up and the cost of capital can be affected by inflation. Furthermore, 
the value on the depreciations will be affected. Inflation will also affect the required return 
on different kinds of investments. That as a result of the lower purchasing power of the 
future payments surpluses and therefore will investors demand higher yield on invested 
capital (Wramsby & Österlund, 2004). By using tax and inflation in the calculations the 
companies will receive a more fair calculation and the result of an investment will be more 
exact.  
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• Doing better follow up 

The studied companies are doing small estimate afterwards and follow ups. But they need 
to do it more accurate to get better information about an investment and to use that 
information and experience to future investments. Kinnander (1996) says that by not doing 
a follow up of an investment much important information of the investment result is lost. 
By doing an economical follow up of an investment many advantages are achieved. 
Kinnander (1996) also points out that the follow up should show if the costs and the 
income that the calculation assumed have been reached. Beside the calculation it is 
important to do an overall appraisal of how the investment has been and how different 
cooperation has been working (Kinnander, 1996).  

• Constructing written instructions and fixed routines 

If the companies would construct written instructions and fixed routines over the 
calculation method that they decided upon it would be easier for the executive directors to 
delegate the calculation to the co-workers. Then the companies would overcome the 
problem with lack of time for calculating. A chosen co-worker that receive the 
responsibility for constructing the investment calculations would probably have more time 
left compared with the executive director for developing extended knowledge within the 
area. Written instructions and fixed routines would also help to make the calculations more 
correct and important steps within the process would not be forgotten.   

7.1.8 Other parameters  
Under this headline we will discuss and analyse the parameters and the information that we 
received for “free” in our interviews. By that we mean such information that came up 
during our discussion with our respondents, that are not specific to our study, but that are 
interesting information to the readers and for the study.   

One parameter was that all four companies were self financed, which means that they did 
not use any external money when making their investments. All the companies have very 
high profitability and also have very good liquidity, which makes the calculation of the 
investments less important since the company could survive a loss of money.   

Another parameter that came up during our interviews was that none of the respondents 
were academically educated. That they do not have any academic background can be a 
reason for why they are not using any established calculation methods.   
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8 Conclusion 
In this chapter we will do the third and final step of our analysis, which mean that we will draw conclusions 
for our problem questions and the purpose of our thesis, based on our analysis of the interviews. We will 
present a model that explains our results and we will also include a textual discussion of our conclusions.  

Our conclusions are based on our problem statement, how do small family owned companies 
within the county of Småland perform their investment calculation? The figure below shows the result 
of our study. The different squares symbolize the most important parameters of our study 
and the arrows symbolize how many of the respondent that are using the different 
parameters in their calculations or how important some parameters are for them. The 
darkness of the arrows symbolise how common the parameters are used in the calculation 
as could be seen in the figure we have given the different arrows different values from 0 
percent to 100 percent. The darker (the higher percentage) the arrow is the more the 
parameter are used in the respondents investment calculations, These parameters will be 
discussed more in our textual conclusion below, where we conclude our problem 
questions; the parameters in the figure are market below in the text.  
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How do small family owned companies make calculations of their investments 
within the production process? 
In our study, small family owned companies within the county of Småland use written 
instructions or fixed routines within investment calculation sparsely. By not using 
written instructions or fixed routines the companies will probably miss a great deal of 
important information and their calculations will probably not be a good decision basis and 
sufficient information for the investments.  
 
None of the studied companies used any established calculation methods, instead they 
used “home made” informal calculations that can be deduced to the pay-back 
method. The use of a “home made” calculation methods probably leads to an unfair 
decision basis since many important parameters are left outside. On the other hand the 
“home made” gives the company a method that they can handle and it gives the company 
the information that they want, although not as correct as it could be. The calculation 
method was most likely used by habit and because of its simplicity. If the companies only 
use a method for its simplicity it may not be the most suitable calculation method to fulfil 
the purpose with the calculation of an investment. The company may be locked on the 
used method and not realise that the method is not the most appropriate for the situation. 
 
The major part of our respondents does not follow the theory about ground 
investments. In most cases only the cost that occurred when buying an investment was 
included in the calculation and internal cost was left outside. The studied companies did 
not calculate the yearly payments in an appropriate way; the reason was most likely 
that they did not following an established calculation method. If the companies only are 
considering the ground investment and do not calculate the correct payments they cannot 
be sure about the profitability and the real pay-off of an investment.  

Most of the respondents were only considering the residual value if it existed a 
considerable amount in the replaced object and negative residual value was never 
considered. When they are not calculating with the residual value the investment calculation 
will not show a correct result and an investment may be unprofitable according to the 
calculation but in reality it may be profitable. Negative residual value was not included in 
the calculations and as a consequence of this the costs of an investment will be to low. 

The estimated lifetimes of the investments were set from company to company and from 
investment to investment. Due to good results within the companies the investments were 
paid-off as fast as possible. The majority of our respondents have never used any external 
help in the investment process. Bringing in external help can help the companies to 
develop new routine that save time for the company in the future. They could also receive 
a more correct calculation method that can be used in the future. 

All of our respondents thought that it was difficult to measure issues that were hard to 
quantify in the investment calculation and those aspects were not included in the 
calculation.  This leads to the consequence that the companies often omitted parts that had 
economical consequences for the investment and therefore the calculation will not be as 
accurate as it could be.  

What is the purpose of the investment calculations? 
The purpose of the investment calculations within the investigated companies is to receive 
the pay-back time, to have control over the investment and to control when it is re-
paid. Since this was the only purpose for making calculations the companies miss other 
important purposes with doing investment calculations. If the companies do not know the 
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real purpose with using a calculation method, it can be hard to motivate oneself to use 
investment calculation. 

Does the investment calculation differ between re- and new investments and small 
versus large investments? 
The majority of the investigated small family owned companies within the county of 
Småland make difference in the investment calculation between new- and re-investments. 
All the studied companies also differed between small and large investments when they 
made investment calculations. It is important to consider all investment independent of 
type and size, it is important to calculate and to have written instructions on all investments 
to get a good decision basis for an investment. All investment, independent of size and 
type affect a company’s result.    

Are risk, tax and inflation included in the calculation? How are they then included? 
The small family owned companies within the county of Småland in our study do not 
consider inflation and taxes in their investment calculations. The lack of taxes and 
inflation in the calculation could lead to problems that the company believes that an 
investment is profitable, but if tax and inflation would be included it would not be. Half of 
the studied small family owned companies are reducing the risk with the investment by 
increased margins in their calculations. It is important to consider risk since it is difficult to 
make predictions about the future. 

Is an estimate afterwards made of an investment and its calculation? 
All the studied small family owned companies within the county of Småland are doing 
some kind of estimate afterwards of their investments and their investment calculation. It 
does not exist any formal cost accounting. Since the companies are not using a written 
formal calculation it is very hard for the companies to make a good follow-up, if the 
companies have used formal calculations they would have been able to make formal 
estimated afterwards. These would have given the companies all the information that they 
wanted and it would have been good sources for improvements, since they could learn 
form the former investments. 

How important is the calculation for an investment decision? 
The result from our study of small family owned companies within the county of Småland 
shows that the investment calculation is not the most vital part in an investment 
decision; the calculation is in most cases only seen as a support to the decision.  
 
How can the investment calculation be improved? 
The small family owned companies within the county of Småland in our study can improve 
their investment calculations: 

- By using established calculation method and other calculation methods as a 
complement  

- By spending more time on the investment and the calculation 
- By considering tax and inflation in the investment calculations  
- By doing better follow up of the calculations 
- By increasing the use of fixed routines and written instructions 
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9 Discussion 
In this last chapter the authors will give reflections about the thesis and discuss the trustworthiness of the 
study and also give recommendations for the future 

9.1 Final discussion  
In this chapter we will reflect over the result of our study and how it does separate from 
other information. Some of the reflections that we have made during the analysis are that 
small family owned companies in the county of Småland does not make much investment 
calculations. They do not in very large extend use instructions or routines, they do not use 
any established calculation method instead they use a “home made” method.  That the 
need is the most important parameter in an investment decision and that there is 
possibilities to improve the investment process and the investment calculations from an 
academically perspective. The last reflection is very interesting but the question is if it 
improves the companies’ result? Would the studied companies show better results? We 
believe that the answer to that question not necessarily is yes, the respondents use other 
none academically parameters that improves their calculations, such as experience, 
knowledge and common sense, which probably makes their calculations suitable to their 
needs. We also believe that changing from their home made calculation methods to more 
established method could cost more than it would benefit. Since more time had to be 
spend on education and more time had to be spend on more detailed calculations and still 
would they not be guaranteed for making better investments. The most important for a 
company is to make money and the result of this study is that although the chosen 
companies are not using an advanced calculation method the companies have made very 
successful investments and the companies’ economy are well organised and developed.  

Some parts of our study stresses what the studied previous studies have come up with. But 
some parts of our result differ from the previous study. Something that was interesting and 
which separated our study from the previous study was that Renck’s study showed that 
smaller companies often relied on external help for constructing investment calculations, 
which is not consistent with our study. This could be due to the fact that we studied small 
family owned companies and the small companies that Renck’s studied would in our 
measure be considered as large companies. The investments that the companies have made 
during the years have been successful or at least the companies have showed good results. 
Perhaps would the incitement be stronger to use external help if the companies would have 
made many unsuccessful investments during the years.  

9.2 Criticism of references 
It is always important to bring a discussion of criticism of the references when writing a 
formal academic report, we have been very critical writing this thesis and we have also been 
careful in selecting references to our study. To increase the trustworthiness of the 
references we have included the page number in all the references in the first five chapters. 
In the theory chapter we are well aware that we use Wramsby and Österlund (2004) 
diligent. The reason to this is because we want to use their investment process and that we 
do not want to mix with different authors when presenting the calculation methods 
because all authors describe them in the same way and we believe that it would confuse 
more than it would do well. Another issue with our references is that some of the previous 
studies are very old. We have chosen to use these references anyway due to the fact that 
those thesis are the largest studies that has been made within the investment calculation 
area and newer studies with the same extension has not been made according to our 
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knowledge. Furthermore, we do believe that the previous studies give us a good 
opportunity for a good comparison over several decades in our analysis.    

9.3 Criticism of method 
Our choice of method, qualitative interviews, feels like the right choice of method. To fulfil 
our purpose we had to receive deep understanding in how the investigated companies’ 
made their investments and investment calculations. By using a quantitative method instead 
would not have given us as detailed answers that we wanted. We also expect that our 
respondents have given us right and honest answers, this since they took part in the study 
on their own will. With the result there are some parameters that need to be discussed and 
explained.   

One parameter that can be discussed is that we lean towards an inductive approach in our 
study, we are aware that we were not fully inductive in the report, but we believe that we 
lean more towards the inductive- compared with the deductive approach. But we also 
know that there were some deductive elements in the study. The reason why we chose to 
lean towards an inductive approach was because we were not interesting in creating 
hypothesis from theory for testing them on reality to be able to reject or accept them which 
is the case in the deductive approach and a part of the hypothetical deductive approach. 
Instead we wanted to use the empirical findings as a starting point for our analysis to be 
able to derive general connections from the different cases to generate an understanding. 
But our semi-structured questionnaire was constructed from theory and previous studies 
and therefore we cannot say that we are fully inductive but still the empirical findings were 
the starting point in our analysis. The only parameter in the inductive approach that we do 
not fulfil is then that the researcher should proceed from the empirical findings with as 
little theoretical understanding as possible. We cannot say that we did not have any 
theoretical understanding before we did our empirical study but still we do think that our 
study lean more to the inductive approach since empirical findings was our focus. 

Another parameter to discuss is that our intention in this study was to use a positivistic 
approach. Indeed we are well aware of that we did not fulfil a fully positivistic approach but 
we have tried to be as objective as possible our study lean more to a positivistic approach 
than hermeneutic. We have tried to find the truth but we are aware about that there have 
been some speculations in the research that talk against the positivistic approach. Our goal 
has been to build a discussion through logical coherence by using our empirical findings, 
theory and previous studies, which leans to a positivistic approach and we believe that we 
have fulfilled that in our thesis. 

Another parameter that is interesting to reflect upon is that we chose companies that made 
a profit over 2 million Skr. during 2003. The reason for this choice was that we thought 
that the chosen companies had been able to make more investments and therefore we 
could get current and relevant information. It could also be a disadvantage due to the fact 
that they did not make many calculations on their investments due to the fact that they 
could afford the investments and the companies could afford to make a bad investment.  

The last parameter that will be discussed is the trustworthiness of the study and that is an 
important parameter to consider in a thesis. Our ambition has been to reach the highest 
validity and reliability as possible during our study. During the study the intention have 
been to create as high validity and in a trustworthy way re-create the respondents’ view of 
the reality. To succeed with this the respondents have been able to review and approve the 
interview material. Further, we have used a methodological way of working in the analyse 
work around the investments. By presenting our methodological way of working as precise 
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as possible the thesis validity have been reinforced. The validity has been reflected in our 
choice of respondents, the chosen respondents have all god insight in the investments with 
the chosen companies. The reliability is also high in the study since we have used different 
standardised routines. All interviews have been as equal as possible and the interviews have 
been trustworthy and hopefully given a correct picture of studied companies’ investment 
processes. Due to the design of our study we can not generalize our conclusions but that 
has never been our purpose with the study.  

9.4 Suggestion to future studies  
During the process of doing this study and report we have come up with a couple of 
suggestions on future studies that would be interesting to look more into. 

One interesting study would be to make a similar study to our study but look in to 
companies with bad liquidity to compare and see if there are any similarities or differences. 
It could be interesting to look within the same region and do the same study, just change 
the sample to companies with bad liquidity. The reason to this suggestion is because we got 
indications from our respondents that they would have done more advanced calculations if 
they were in need of external money.  

Another aspect that would be very interesting to look more into is a similar study as our 
study but focusing on product calculations. During our research we have found out that 
the investigated companies are making more product calculations than investment 
calculations. It would be interesting to see how it really is. Then of course other studies 
could be to look into other regions to compare if there are any differences. Look into 
companies with other size and companies that fulfil other selection criteria compared to 
the criteria that we have used in our study.  
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Appendix 1 – Selection  
We focused on industrial companies within the county of Småland and we used the 
database Affärsdata for our selection. The following areas within the industrial sector were 
chosen. 

SNI-Codes 
 
14 – Mineral Industry (Mineralindustri) 

15 - Food Industry, Drink Industry (Livsmedels-, dryckesindustri) 

16 – Tobacco Industry (Tobaksindustri) 

17 – Textile Industry (Textilindustri) 

18 – Clothing Industry, Fur Industry (Beklädnads-, pälsindustri)  

19 - Leather Industry (Läderindustri) 

20 – Timber Industry (Trävaruindustri) 

21 – Pulp Industry (Massa, pappersindustri) 

22 – Graphics Industry (Grafisk industri, förlagsverksamhet) 

23 – Fuel Industry (Petroleum, bränsleindustri) 

24 – Chemical Industry (Kemi- & kemikalieindustri) 

25 – Rubber Industry, Plastic Industry (Gummi, plastvaruindustri) 

26 – Soil Industry, Stone Industry (Jord- & stenvaruindustri) 

27 – Steel Industry, (Stålverk) 

28 – Metal Industri (Metallvaruindustri) 

29 - Mechanical Engineering Industry (Maskinindustri)  

30 – Office Industry, Computer Industry (Kontors-, datamaskinsindustri) 

31 – Electronics Industry (Elektroindustri) 

32 – Teleproduct Industry (Teleproduktindustri) 

34 – Motor Industry, Trailer Industry (Motor-, släpfordonsindustri)  

35 - Means of Transport Industry (Transportmedelsindustri) 

36 – Remaining Manufacturing Industry (Övrig tillverkningsindustri) 

37 – Recycling Industry (Återvinningsindustri) 

45 – Constructing Industry (Byggindustri) 
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Appendix 2 – List of companies within our selection 
ACE Energi & Klimat AB     KALMAR   556533-0569  
Ahlberg rehab leberehab AB    ALVESTA   556596-6461 
ALSTERMO PRODUKTION AB    ALSTERMO   556447-7650  
AMO Kraft AB      ALSTERMO   556510-2471  
ATA Timber Eneryda AB     ENERYDA   556103-0049  
Ackurat Industriplast AB     LAMMHULT   556076-4564  
Alfing i Älmhult AB      ÄLMHULT   556216-5547  
Allt i Mark och Anläggning  JÖNKÖPING  556531-5164  
Alutrade AB       VÄXJÖ   556289-4914  
AriVislanda AB      VISLANDA   556392-1617  
Awal Display AB      HILLERSTORP  556185-2137  
AB B. Åkesson & Co     MÖNSTERÅS  556054-6110  
Baldwin IVT AB      TRANÅS   556225-4721  
Banco Bryggeri AB      SKRUV   556250-5809  
Bankeryds Rör AB      BANKERYD  556276-5270  
Bigso AB       NYBRO   556126-6346  
Brogårdsand AB      HABO   556090-1851  
AB Bruzaholms Bruk     BRUZAHOLM  556036-0504  
Byarums Bruk AB      VAGGERYD   556185-0743  
Cai AB       VÄRNAMO   556316-9613  
Dalo Plast AB      GNOSJÖ   556212-9287  
Dectron AB       FÄRJESTADEN  556339-0300  
Delex Teknik AB      FORSHEDA   556376-1484  
Delikatess Skinkor AB    HULTSFRED  556205-8700  
Draken i Reftele AB      REFTELE   556476-2093  
ELIA AB       TREKANTEN  556459-5352  
Eksjö Maskin & Truck AB     EKSJÖ   556241-8649  
Elitdörren AB      HÖGSBY   556606-8234  
AB Elka-Produkter      HILLERSTORP  556083-9804  
Enventus AB      JÖNKÖPING  556592-8982  
Falks Metall AB      GNOSJÖ   556060-6963  
Formenta International AB     VÄRNAMO   556496-8039  
AB Forserums Verktygsindustri    FORSERUM   556060-3564  
Frödinge Sågverks AB     VIMMERBY   556065-0144  
GE-JI Industri AB      SKILLINGARYD  556135-6048  
General Nybro Industri AB     NYBRO   556287-3629  
AB Gilbert Gustafssons Entr.  EKSJÖ   556083-4375  
Gjuteriteknik L Abrahamsson AB    VÄRNAMO   556302-1020  
Horda Stans AB      HORDA  556527-7976  
Hörle Automatic AB     VÄRNAMO   556208-0936  
IBS Internordic Bearing Sweden AB   NÄSSJÖ   556493-8024  
I. Reinholdson Sko AB     MOHEDA   556309-6469  
Industriglas i Jönköping AB     JÖNKÖPING  556385-3570  
JÅLEK PLÅT AB      VÄCKELSÅNG  556353-3081  
J:son Härd i Värnamo AB     VÄRNAMO   556473-3177  
AB Joma       GNOSJÖ   556099-8824  
Jowema AB       ANDERSTORP  556056-3396  
June-emballage AB      JÖNKÖPING  556224-3542  
Kendrion Pergo AB      GNOSJÖ   556154-7141  
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Kendrion Skruvia AB     SKRUV   556069-8366  
Kim Olofsson Safe Corporation AB   ÄLMHULT   556363-1422  
Knut Svenssons Rör AB     HUSKVARNA  556558-5089  
AB Körners Mekaniska Verkstad    HULTSFRED  556097-1672  
LALMEK Verkstad AB     GRÄNNA   556191-7120  
Lanab Design AB      NÄSSJÖ   556376-5188  
Laserkraft Bredaryd AB     BREDARYD   556450-0980  
Libeltex AB       BREDARYD   556389-8732  
Liljas Plast AB      HILLERSTORP  556036-3714  
Lindvalls Chark AB      STRÖMSNÄSBRUK  556099-3494  
Luminator AB      MULLSJÖ   556224-5117  
AB Lundbergs Pressgjuteri     VRIGSTAD   556064-8460  
Lövsta Trähus AB      ANEBY   556326-1733  
Markbyggen i Kalmar AB    KALMAR   556239-0491  
Mitek Industries AB      TRANÅS   556122-0962  
Mo Industri AB      BOTTNARYD  556164-6422  
NT-Mediaprint AB      NÄSSJÖ   556052-6203  
Nordisk Plåtindustri - Benetec AB    JÖNKÖPING  556355-5126  
Nordiska Plast AB Egva     GISLAVED   556122-5607  
Norrboda Charkuterifabrik AB    NÄSSJÖ   556116-2529  
Nya Prozink i Aneby AB     ANEBY   556437-2935  
AB Nybrogrus      NYBRO   556134-1164  
P.O. Jansson Industri AB    GNOSJÖ   556196-8552  
RM Snickerier AB      VIMMERBY   556335-8679  
Resinit AB       VÄSTERVIK   556332-1263  
Ricana Production AB     HILLERSTORP  556270-3024  
Rostfritt & Smide i Tranås AB    TRANÅS   556384-9263  
Ryd-Verken AB     RYD    556488-2883  
AB Rydheims Tryckeri     JÖNKÖPING  556087-3894  
Rydéns i Nybro AB      NYBRO   556040-4419  
STT Svensk Tågteknik AB     VETLANDA   556283-6790  
Sign Center Skyltreklam AB     VÄXJÖ   556362-3890  
Skeppshults Gjuteri i Småland AB    SKEPPSHULT  556614-2203  
Smemo AB       HILLERSTORP  556474-2152  
Smidmek i Reftele AB     REFTELE   556209-2287  
Sordin AB       VÄRNAMO   556553-7593  
Spinova AB       TORSÅS   556188-7430  
SVEICO AB       GNOSJÖ   556202-6384  
Svenska Fräs och Asfaltåtervinning MARKARYD   556214-7354  
Svenska Tanso AB      JÖNKÖPING  556407-1362  
Sweden Recycling AB     HOVMANTORP  556216-0183  
Swish AB       NORRHULT   556364-3708  
Sävsjö Plåtindustri AB    SÄVSJÖ  556093-3425  
Tabergs Tryckeri AB     TABERG   556288-4113  
Telemontage i Värnamo AB     VÄRNAMO   556090-4376  
Telesteps AB      TRANÅS   556471-5323  
Transmitter Elautomatic AB     JÖNKÖPING  556204-4015  
Tryckta i Markaryd AB     MARKARYD   556119-8341  
Träaktiebolaget KG-list     NORRHULT   556047-0642  
Vaggeryds Chark AB     VAGGERYD   556353-3230  
Voith Paper Service AB     LESSEBO   556313-6380  
Värnamo Industri AB     VÄRNAMO   556497-2056  
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Västerviks Grävmaskiner AB    VÄSTERVIK   556118-5470  
Weland Aluminium AB     ALVESTA   556097-3272  
Wscreen AB       VÄRNAMO   556067-0522  
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Appendix 3 – Interview guide 
Below gives a report for the question bases that we have identified to our interviews and 
which of the thesis chapters that these questions are based on.  

 
Interview Questions: Based on: 
Question 1. 
What is the purpose of investment 
calculation? 

Previous Studies: Tell, 1978, Yard, 1987, 
Hjertqvist & Hördegård, 2002 
Theory: Wramsby & Österlund, 2004, 
Bergknut, Elmgren & Hentzel, 1993 

Question 2. 
Does the company use written instructions 
or fixed routines within investment 
calculations?  

Previous Studies: Renck, 1966, Tell, 1978 
Theory:------- 

Question 3. 
Which calculation methods are used?  

Previous Studies: Renck, 1966, Tell, 1978, 
Yard, 1987, Hjertqvist & Hördegård, 2002, 
Axén, Häggström & Lind, 2004 
Theory: Wramsby & Österlund, 2004, Ljung 
& Högberg, 1996, Kinnander, 1996 

Question 4. 
What are the reasons to use the chosen 
calculation method/methods?  

Previous Studies: Renck, 1966, Hjertqvist & 
Hördegård, 2002, Yard, 1987 
Theory: Wramsby & Österlund, 2004, Ljung 
& Högberg, 1996, Kinnander, 1996 

Question 5. 
Does the investment calculation differ 
between small and large investments? 

Previous Studies: Renck, 1966 
Theory: Wramsby & Österlund, 2004 

Question 6. 
Does the calculation differ between new- 
and reinvestments? 

Previous Studies: Hjertqvist & Hördegård, 
2002, Renck, 1966 
Theory: Wramsby & Österlund, 2004, 
Bergknut, Elmgren & Hentzel, 1993 

Question 7. 
How important is the calculation for an 
investment decision? 

Previous Studies: Hjertqvist & Hördegård, 
2002 
Theory: Wramsby & Österlund, 2004 

Question 8. 
Is an estimate afterwards made of an 
investment and its calculation? 

Previous Studies: Hjertqvist & Hördegård, 
2002 
Theory: Kinnander, 1996 

Question 9. 
How is risk included in the investment 
calculation?  

Previous Studies: Renck, 1966, Hjertqvist & 
Hördegård, 2002 
Theory: Bergknut, Elmgren & Hentzel, 1993 

Question 10. 
Is tax included in the investment 
calculation?  

Previous Studies: Tell, 1978, Hjertqvist & 
Hördegård, 2002 
Theory: Wramsby & Österlund, 2004, 
Bergknut, Elmgren & Hentzel, 1993 

Question 11. 
Is Inflation included in the investment 
calculation?  

Previous Studies: Tell, 1978, Hjertqvist & 
Hördegård, 2002 
Theory: Wramsby & Österlund, 2004, 
Bergknut, Elmgren & Hentzel, 1993 

Question 12. 
How are the ground investment and the 
yearly payments calculated?  

Previous Studies:------ 
Theory: Kinnander, 1996, Wramsby & 
Österlund, 2004 
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Question 13. 
How are the residual value and the 
economical length of life calculated?  

Previous Studies: Hjertqvist & Hördegård, 
2002 
Theory: Wramsby & Österlund, 2004 

Question 14. 
Does the company use external help in the 
calculation process?  

Previous Studies: Tell, 1978 
Theory: Kinnander, 1996 

Question 15. 
How does the company measure issues 
that are hard to quantify?  

Previous Studies: Hjertqvist & Hördegård, 
2002, Axén, Häggström & Lind, 2004 
Theory:------- 
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Appendix 4 – Problem Question/Interview Question  
How do small family owned companies make calculations of their investments 
within the production process? 

2. Does the company use written instructions or fixed routines within investment 
calculations?  

3. Which calculation methods are used? 

4. What are the reasons to use the chosen calculation method/methods? 

12. How are the ground investment and the yearly payments calculated? 

13. How are the residual value and the economical length of life calculated? 

14. Does the company use external help in the calculation process?  

15. How does the company measure issues that are hard to quantify? 

What is the purpose of the investment calculations? 

1. What is the purpose of investment calculation? 

Does the investment calculation differ between re- and new investments and small 
versus large investments? 

5. Does the investment calculation differ between small and large investments? 

6. Does the calculation differ between new- and reinvestments? 

Are risk, tax and inflation included in the calculation? How are they then included? 
9. How is risk included in the investment calculation? 

10. Is tax included in the investment calculation? 

11. Is Inflation included in the investment calculation? 

Is an estimate afterwards made of an investment and its calculation? 

 8. Is an estimate afterwards made of an investment and its calculation? 

How important is the calculation for an investment decision? 

7. How important is the calculation for an investment decision? 

How can the investment calculation be improved? 
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Appendix 5 – Letter to Respondents in English 

 
 

J Ö N K Ö P I N G  I N T E R N A T I O N A L  B U S I N E S S  S C H O O L  
Jönköping University  
 

 

 

Subject: Interview about your company’s investments within the production process 

 
Hello ”NAME” 
 
Thank you for giving us the opportunity to come to you to make an interview regarding 
your company’s investments. 
With this letter we attach an interview that you can look into and this makes it possible for 
you to prepare yourself before the interview if you so want. Our purpose with study is to 
get information about how small family owed companies within the county of “småland” 
make their investments within the production process. The study is a part if our master 
thesis in business administration at Jönköping International business school. 
You anonymity can obvious be guaranteed, you choose whether you want the information 
that we get from you will should be presented in our report. The results will be presented 
in our thesis and will be able to take part of the material as soon as the thesis is ready.     
 
 
If you have any questions you are welcome to contact: 
Jakob Andersson, 070-350 35 83, de01anja@ihh.hj.se
Andreas Johansson, 070-666 50 44, de01joan@ihh.hj.se
  
 
Thank you for taking time for this interview 
 
 
Yours sincerely,   
 
Jakob Andersson   Andreas Johansson 
Jönköping International  Jönköping International  
Business School    Business School   
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Appendix 6 – Letter to Respondents in Swedish 

 
 

I N T E R N A T I O N E L L A  H A N D E L S H Ö G S K O L A N  
HÖGSKOLAN I JÖNKÖPING 

 

Ämne: Intervju om ert företags investeringar i produktionsprocessen 
 
Hej ”NAMN” 
 
Tack för att ni givit oss möjligheten att komma till er för att intervjua angående ditt 
företags inverteringar. 
Med detta brev bifogar vi en intervjuguide som ni kan betrakta och detta gör att ni har 
möjlighet att förbereda er inför intervjun om ni så vill.  Vårt syfte med denna studie är att 
ta reda på hur småländska små familjeägda företag gör sina investeringar i 
produktionsprocessen. Studien är en del av en magisteruppsats i Företagsekonomi vid 
Internationella Handelshögskolan i Jönköping.  
Din anonymitet kan självklart vara garanterad, ni väljer själva hur ni vill att informationen 
som vi får av er ska presenteras i vår rapport. Resultaten kommer att presenteras i vår 
uppsats och ni kommer att få ta del av materialet så fort uppsatsen är klar.  
 
 
Har du några frågor är du välkommen att kontakta:  
Jakob Andersson, 070-350 35 83, de01anja@ihh.hj.se
Andreas Johansson, 070-666 50 44, de01joan@ihh.hj.se
  
 
Tack för att ni tagit er tid till denna intervju. 
 
 
Vänliga hälsningar  
 
Jakob Andersson   Andreas Johansson 
Internationella    Internationella             
Handelshögskolan              Handelshögskolan 
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Appendix 7 – Interview Questions in English  

 
 

J Ö N K Ö P I N G  I N T E R N A T I O N A L  B U S I N E S S  S C H O O L  
Jönköping University  
 

 

Base for interviews 

1. What is the purpose of investment calculation? 

2. Does the company use written instructions or fixed routines within investment 
calculations?  

3. Which calculation methods are used? 

4. What are the reasons to use the chosen calculation method/methods? 

5. Does the investment calculation differ between small and large investments? 

6. Does the calculation differ between new- and reinvestments? 

7. How important is the calculation for an investment decision? 

8. Is an estimate afterwards made of an investment and its calculation? 

9. How is risk included in the investment calculation? 

10. Is tax included in the investment calculation? 

11. Is Inflation included in the investment calculation? 

12. How are the ground investment and the yearly payments calculated? 

13. How are the residual value and the economical length of life calculated? 

14. Does the company use external help in the calculation process?  

15. How does the company measure issues that are hard to quantify? 
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Appendix 8 – Interview Questions in Swedish  
 

 I N T E R N A T I O N E L L A  H A N D E L S H Ö G S K O L A N  
HÖGSKOLAN I JÖNKÖPING 

 

Underlag för intervjuer 

1. Vad är syftet med investeringskalkyleringen? 

2. Använder företaget några skrivna instruktioner eller fast rutiner vid 
investeringskalkylering? 

3. Vilka investeringskalkyleringsmodeller används?  

4. Vad är anledningen till att ni använder de valda kalkyleringsmodellerna? 

5. Skiljer sig investeringskalkyleringen mellan små och stora investeringar? 

6. Skiljer sig kalkyleringen mellan ny- och återinvesteringar? 

7. Hur viktig är kalkyleringen för ett investeringsbeslut? 

8. Görs efterkalkylering av investeringarna och dess kalkyler? 

9. Hur inkluderas risk i investeringskalkyleringen?  

10. Hur inkluderas skatt i investeringskalkyleringen?  

11. Är inflation inkluderad i investeringskalkyleringen?  

12. Hur beräknas grundinvesteringen och de årliga inbetalningarna och utbetalningarna? 

13. Hur beräknas restvärdet och den ekonomiska livslängden? 

14. Använder företaget någon extern hjälp i kalkyleringsprocessen?  

15. Hur värderar och mäts parametrar som är svåra att kvantifiera? 
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