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An industry analysis is pointing out the direction  
 

Abstract  
 
Shifting concentration of population to urban areas has increased the shortage of availa-

ble housing. The combination of housing shortage with a limited number of companies 

that provide solutions for multi-family houses in wood has become a serious concern in 

Sweden. Those companies that possibly could fill this void and enter this segment are at 

present time producing single-family houses. The development for these companies is 

connected to investments in long-term product development. The aim of this paper is to 

examine the possibility for these companies to develop and enter this segment. This is 

investigated by describing the risk position and financial situation for the companies with-

in this industry, over time. It is conducted by utilizing a risk position model for 46 select-

ed companies, comparing the development trend over a selected time period. This has 

exposed that many of the companies have demonstrated a positive financial situation 

and risk position over time, indicating a favorable position to invest in product develop-

ment towards wooden multi-family houses in addition to their current products.  

 

1. Wooden houses market in Sweden 

 

The housing shortage in Sweden has during the last decades accumulated to a level that 

could lead to social unrest. This could be combined with the constant increase of house 

prices over a long time frame in Sweden, which is particularly a problem for younger 

people with low income and this situation could swiftly spiral into problems related to 

social welfare. The development requirements to counter the housing shortage in the 

next five year period is approximately 40 000 – 60 000 new housing units (Boverket, 

2012). The trend, according to the Swedish national Trade Association for wood and fur-

niture (TMF), indicates that during the last few years only 20 000 – 25 000 housing units 

per annum have been completed (TMF, 2013). When evaluating wood as a suitable con-

struction material for multi-family houses (Nord and Widmark, 2010), especially consid-

ering the positive environmental benefits should further drive the development towards 

an increase of wooden multi-family houses being built in Sweden (Schauerte et al., 

2014). 

 

The market share for wooden multi-family houses, excluding sheltered housing and stu-

dent dormitories was 10,1 % during 2013 (TMF, 2013), which remains unchanged in 

comparison with the market share for 2012. Schauerte, et al. (2014) indicate that the 

expected growth in the market was reported at levels between 15 % - 20 % market 

growth. Levels as high as 30 % growth in 2020 when wood outperforms other types of 

construction material has been indicated (Widman, 2012). Several challenges must be 

scrutinized and solved in order to fulfill the predicted market growth. These challenges 

are not only related to the technical shortcomings of wood as a building material regard-

ing e.g. structural acoustic vibrations (Bolmsvik, 2013) it is equally important to address 

the problems related to the markets factors within the industry. 

 

There is currently a low number of companies that fully take advantage of the possibili-

ties associated with a higher degree of industrialized building within the market for 

wooden multi-family houses (Stehn and Brege, 2007). This segment of industrialization is 

largely driven by offsite construction where a large degree of parts are manufactured in 

predetermined building elements or modules that are assembled on site (Pan and Goodi-

er, 2011). Offsite production methodology has been indicated to be more beneficial re-

garding cost savings, quality, work environment and logistics than those related to onsite 

construction (Stehn and Brege, 2007; Mahapatra and Gustafsson, 2008). 
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There is a clear development path towards the onsite assembly for a multi-family house 

within the investigated companies since the industry they represent, wooden single-

family houses, has applied onsite assembly for a long time (Schauerte, 2010). The com-

panies operating within this segment highlight wood as a suitable building material for 

prefabrication and industrialized building, which further shows these companies’ potential 

entering the market segment for multi-family houses (Stehn and Brege, 2007). A limita-

tion of this study is that it implies that building methodology for single-family houses 

could be transferrable to the assembly of multi-family houses, indicating that construc-

tion challenges is not considered as a substantial bottleneck. This would generate posi-

tive scale effects for the companies since they could utilize their current expertise and 

market knowledge entering the new market segment capitalizing in the housing shortage 

on the Swedish market. 

 

The development is associated with problems, where many companies within the indus-

try do not capitalize on the benefits of a more industrialized process with prefabrication 

(Brege et al., 2004; Andersson et al., 2007). The normal production method within the 

industry predominantly utilize a manual or semi-automated approach, further emphasiz-

ing the need for increased focus and investments in product development. The lack of 

industrialization within the industry for single-family houses is suggested to be a reason 

why this industry is developing at another phase than Swedish industry in general, par-

ticular regarding product development, low productivity and inefficiency (Schauerte et 

al., 2013; Eliasson, 2011). 

 

There are several other issues to account for the slow development phase within the in-

dustry than low productivity. Schauerte (2014) highlights a significant reduction in final-

ized wooden single-family houses in Sweden of approximately 60 % between 2007 and 

2012. This equates to a drop from 12 100 units to 4 800 units per annum, which to a 

large degree can be regarded as recession related (TMF, 2014). This has, during the last 

year, changed and the new projection for 2015 is 9 500 initiated buildings, indicating a 

change the previous financial downturn (TMF, 2015). The current industry set up, with 

existing production facilities, and methodologies, are leading to rising production 

costs/m2 and a low degree of resource utilization. Companies producing single-family 

houses could handle these issues by increasing their product development phases, focus-

ing on a higher degree of automation (Andersson, 2007). Increased product development 

is a necessity in order to improve production efficiency and increase the companies’ prof-

itability and competitiveness on the market, which directly is associated with risk taking 

and investments (Beasank et al., 2013; Bottazzi et al., 2008). These development re-

quirements could be difficult to fulfill since many companies producing single-family 

houses might have financial difficulties due to the general financial situation on the mar-

ket. Investing in product development becomes even more important coming out of a 

financial down turn as mentioned earlier, making the financial performance a vital factor 

to investigate. The investment and the amount of risk companies are willing to take are 

connected together, where risk can be divided into a financial and an operational side. 

These parameters affect a company’s willingness to invest based on the companies risk 

position between these parameters (Urwitz, 1980). 

 

The aim of the study is to investigate the economical potential for Swedish companies 

within the market for wooden single-family houses and their probabilities to enter the 

market for wooden multi-family houses, by understanding their risk position. This will be 

conducted by investigating the company’s development of risk position, utilizing data 

derived from the company’s financial situation and general risk position over a series of 

years. 
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2. Risk position: Financial and operating risk 
 

Risks are in many cases approached with apprehension and concern. From a business 

perspective could a poor decision regarding risk analysis endanger a company’s long-

term market success, normally leading to a risk assessment where the alternatives with 

the smallest risk are selected (Urwitz, 1980). This methodology is not necessarily appli-

cable in all business situations where companies explore various risk seeking strategies 

in order to gain a market advantage (Williams, 2011). 

 

Strategic planning doesn’t only consider the tangible risk of alternative investments (Da-

vid, 2011), but in equal degree reflect the companies risk position (Urwitz, 1980). The 

risk position of a company is based on the variations in companies’ profitability where 

variations are caused by financial risk and operation risk (Urwitz, 1980). Profitability, or 

return on equity (RE), can be defined as, 

 

 

 𝑅𝐸 = 𝑅𝑇 + (𝑅𝑇 − 𝑅𝑆) ∙ (
𝑆

𝐸
) ( 1 ) 

 

 

where: RT is the return on total assets, RS is the average interest rate for depts and S/E 

is the dept/equity ratio (Hanson el al., 2006). Equation (1) demonstrates that if return on 

total assets is larger than the average interest rate for the company’s depts, return on 

equity will increase the higher the company’s dept/equity ratio is (Aniander et al., 1998). 

This means a rising dept/equity ratio increases the company’s financial risk (Greve, 

1991). The variances of RT and RE are considered as measurement for risk and can be 

determined by using standard deviations, as suggested in Equation (2), assuming the 

average interest rate for depts being constant (Urwitz, 1980): 

 

 

 𝑉𝑎𝑟(𝑅𝐸) = (1 +
𝑆

𝐸
)
2

∙ 𝑉𝑎𝑟(𝑅𝑇) ( 2 ) 

 

 

where the factor (1+S/E)2 highlights the company’s financial risk and the second factor, 

Var (RT), describes a company’s operating risk. Return on total assets, RT, gets affected 

by e.g. sales and fixed costs. This leads to that companies with a large sum of fixed costs 

and company’s being sensitive for economic fluctuations will show larger variance in RT. 

This is exactly what the Swedish companies producing wooden single-family houses be 

faced with, dealing with weak sales figures as a result of the resent financial downturn on 

the market.  

 

The risk position of a company can be determined by measuring the company’s opera-

tional risk and financial risk and categorizing the outcome in a matrix according to Figure 

(1) (Urwitz, 1980). 

 

Companies with risk positions in the four categories A-D in Figure 1 are characterized as 

follows (Urwitz, 1980): 

 
Classification A indicates companies with low operating risk, which have only little 

variation in their earnings, which gives them the possibility to manage a high fi-

nancial risk, i.e. a high dept/equity ratio. 

 

Classification B indicates the total risk for companies in this segment is generally 

too high, which often leads to bankruptcy, shutdown or acquisition by other com-

panies. 
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Classification C indicates companies with a high operating risk need to have a 

higher safety margin to be able to pay for costs of interest, compared to compa-

nies in A.  
 

Classification D indicates companies in this segment usually have very strong bal-

ance sheets, indicating a strong but undeveloped potential for growth. These 

companies could be considered as possible candidates to be taken-over.  

 

 

 
Figure 1: Risk position matrix (Urwitz, 1980). 
 

3. Method  
 

This study is based on companies within the Swedish industry for single-family houses 

where the processed data was derived from a statistical online database for wooden sin-

gle-family houses. The subsequent list is based on a previous study of 51 companies, to 

make a comparison over time, were companies with less than 10 employees were ex-

cluded to avoid minor carpenters companies. The initial 51 companies where reduced to 

46 companies in the actual study. Five companies were excluded due to missing annual 

reports caused by unknown strategic or financial situations. Ownership issues among 

these companies were not considered. 

 

Data was collected from a statistical online database, in order to assess the risk position 

for the companies in the Swedish industry for wooden single-family houses, as required 

by Equation (2). The balance sheet information was available for a four year period, 2010 

to 2013. Data from these four years was collected and the largest variances between 

those years determined. 
 

All the companies in the study are treated as anonymous units of analysis, in order not to 

disturb the market balance, since sensitive company information are being analyzed that 

could affect the dynamics on the market. Even if the empirical data was gathered from 

an open source could the data analysis disclose critical information that could be used for 

competitive activities. 

 

The data was analysed and incorporated into the risk position matrix shown in Figure 1 

and the result was presented in Figures 2 – 4. The data for each year was analysed inde-

pendently and the levels between classes A – D was based on average values for all the 

companies in the study. These values are not absolute but relative in comparison with 

the other companies in the study and will differ in comparison between the Figures 2 – 4. 
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4. Data and analysis 
 

Figures 2 – 4 illustrate the general risk position for the 46 companies to be included in 

the study according to the definition in chapter 2. The figures illustrate the development 

of the companies risk position for four years, between 2010 and 2013 respectively. 

 

The data in Figure 2 shows that 25 Swedish companies producing wooden single-family 

houses are classified as D and 10 are classified as C. These companies, combined, repre-

sent 76% of all companies. The equivalent number in Figure 3 is 26 companies in classi-

fication D and 4 companies in classification C, which together constitutes 65,2 % of all 

companies in the study. Figure 4 shows a slight increase with 30 companies classified as 

D and 4 companies classified as C, where this group of companies, combined, is 73,9 % 

of all investigated companies. 

 

Companies that are within classification C and D are well suited towards various invest-

ments in product development, e.g. automated production techniques, since they can 

manage a relatively high degree of depts (Urwitz, 1980). The remaining 11 companies in 

Figure 2, 16 companies in Figure 3 and 12 companies in Figure 4 are categorized as A 

and B. They all have different levels of high financial risk and could have difficulties with 

investments based on an already relatively high dept/equity ratio. 

 

 

Figure 2: Risk position matrix for Swedish companies producing wooden single-family houses, year 2010 – 
2011. 

 

There is a large amount of companies during the studied period that correspond with 

classes A and D. These companies are signified as having low operational risk. 34 out of 

the 46 companies in Figure 2, i.e. 73,9 %, and Figure 3 displays that 37 out of 46 com-

panies are within this classification, which compares to 80,4 % of the total group in Fig-

ure 3. Figure 4 has 38 out of 46 companies in classification A and D, which is 82,6 % out 

of the total amount of companies within the study.  

 

The remaining 12 companies in Figure 2, 9 companies in Figure 3 and 8 companies in 

Figure 4 have a high operative risk and are classified into B or C. These companies are 

faced with financial insecurity and comparatively high variations in their earnings that 

could generate a higher degree of insecurity in taking risks. The companies within classi-

fication B and C are therefore financially restrained from investing a large amount of 

money, since they might have issues paying the interest costs associated with the in-

vestments. These financial constraints are the main contributing factor reducing the like-
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lihood for them to invest in product development. Even though the previous classification 

has been met in accordance with the risk model are several companies within the study 

close to the borders of other classes. This indicates that some of these companies could 

have potential to invest in product development, based on an individual evaluation of 

their likelihood to positively handle high operational risk implying higher dept/equity ra-

tion. 

 

Figure 3: Risk position matrix for Swedish companies producing wooden single-family houses, year 2011 – 
2012. 

 

Companies in class D have traditionally a stable financial situation with a strong balance 

sheet and as Figure 2-4 shows, both a low operational risk and a low financial risk. Figure 

2 show 25 companies, 54,3 %, within class D and Figure 3 show 26 companies, 56,5 %, 

within this class. Figure 4 shows a slight increase with 30 companies, in class D, equaling 

65,2 %. These companies have a relatively low variation in their earnings and a very low 

dept/equity ratio. This could indicate that they are underdeveloped and have strong pos-

sibilities to make investment in production technology, which could improve the degree 

of automation associated with the industrialized building of wooden multi-family houses. 

 

 

Figure 4: Risk position matrix for Swedish companies producing wooden single-family houses, year 2012 – 
2013. 
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5. Results and discussion 
 

The aim of this study was to utilize a risk position model in order to investigate the de-

velopment potential for the Swedish companies producing wooden single-family houses, 

to enter the market for wooden multi-family houses. This was conducted by analyzing 

data over several years to further establish a pattern within the industry.    

 

As indicated by Table 1, the major part of the companies is grouped in class D, defined 

by low operational and financial risk. This trend over the period has demonstrated a 

slight increase over the years studied, with a percentage increase of 20,1 % leaving 

65,2 % of all companies within this area. These companies show solid balance sheets and 

low inclination towards operational risks, which most likely displays an under developed 

production technology. This potentially low level of product development will eventually 

drive some companies within this classification towards essential investments in product 

development, to maintain or increase their market share. Financial investment for these 

companies will not endanger their general financial situation since they show low vari-

ances in their earnings (Urwitz, 1980). 

 
 
Table 1: Yearly development trends within the risk position model. 
 

 

 
 

 

The market for Swedish companies producing wooden single-family houses has a high 

degree of competition, which normally would drive product development forward to 

maintain or gain market shares. This would suggest differentiation and development 

within the current product range but, more importantly, drive the company development 

towards new market segments. These new market strategies could be developed from 

current production knowledge and infrastructure, facilitating a shift towards automated 

production processes, thereby utilizing the potential of economies of scale and scope. 

This would mean that production lines producing single-family houses could as easily 

produce multi-family houses, based on product development towards prefabrication and 

modularization. Economics of scope could be achieved if producing one product lowers 

the costs of producing another product, or if products share common inputs (Pepall et al., 

2011), which could be derived from shared product development and standardization of 

parts. 

 

Therefore, it can be suggested that the industry of Swedish market for wooden single-

family houses has good possibilities to make necessary investments towards higher de-

gree of atomization and industrialized building. This development could occur within their 

current market segment or by entering a new segment e.g. wooden multi-family house. 

 

Despite the indications of potentially positive development trends within the industry, 

where a large degree of companies has a strong and stable financial situation with limited 

or no operational risk, there are also concerns. The trend over the studied period is not 

towards more risks and investments, rather the opposite. There is a stronger push to-

wards limiting both the financial risk and the operational risks. This could be an indication 

for the industry as being overly conservative and content with the current situation. This 

Year	 2010	–	2011	 2011	–	2012	 2012	–	2013	

Classifica on	 Amount	 %	 Trend	 Amount	 %	 Trend	 Amount	 %	

A	 9	 19,6%	 11	 23,9%	 8	 17,4%	

B	 2	 4,4%	 5	 10,9%	 4	 8,7%	

C	 10	 21,7%	 4	 8,7%	 4	 8,7%	

D	 25	 54,3%	 26	 56,5%	 30	 65,2%	
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is a dangerous stage, since product development and market development is a necessity 

for long-term success and customer satisfaction. 

 

Further research could focus on data comparison combined with the companies’ strategic 

interests and development plans. Selecting suitable companies to continue the study is of 

importance, since several companies might not have an interest or long-term strategic 

ambition to grow their business. The study shows potential for the industry to develop 

towards new levels, even if a major concern could be the conservative nature of the in-

dustry. 
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