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The development of existing urban areas is needed to prevent urban sprawl. Several factors, including land
assembly holdouts and the option value of land, contribute to landowners’ lack of initiative to develop desig-
nated sites. Urban governance measures, however, may provide the necessary solutions. By implementing po-
licies that promote inner-city development, i.e. by providing serviced plots for building development, urban
expansion can be controlled to ensure that it does not result in a higher scarcity of land. This paper presents the
case of Amsterdam, where policies ensure the timely securing of land appropriate for building and the use of

option contracts to promote development. The results are discussed and their relevance to other contexts de-

monstrated.

1. Introduction

Urban sprawl has a number of environmental effects. It threatens
biodiversity by the loss or fragmentation of habitats (Seto et al., 2011),
and may result in extinction of endangered species (McDonald et al.,
2008). Urban sprawl has, furthermore, negative impact on issues as
social equity, i.e., urban areas with compact development show lower
income inequality than urban regions that combine fast growth with
sprawl (Lee, 2011), and transportation by causing congestion and extra
costs of infrastructure provision (Brueckner, 2000). Sprawl is a complex
phenomenon affecting the density of urban areas, the continuity of
development, the concentration, clustering, centrality and nuclearity of
development, mixed use of urban areas versus separation of functions
and the proximity within an area (Galster et al., 2001). The policy re-
levance of these dimensions of sprawl differ by context of development
(Angel et al., 2011). The idea that development taxes are a ‘simple
remedy’ (Brueckner, 2000) to the loss of open spaces, have been refuted
as the value of open space is too complex and too diverge to be captured
by a single tax measure and planning measures are necessary to sup-
plement a tax (Korthals Altes, 2009).

Planning policies may, e.g., through the use of urban containment
policies, address urban sprawl (Halleux et al., 2012). Planning is po-
tentially effective in two ways. Firstly, planning allows for the im-
plementation of land use regulations to prevent urban development
from taking place on locations that are not preferred, such as, sites
outside urban containment areas. Secondly, planning may have a role in
promoting development in urban containment areas, for example, on
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brownfield sites (Beames et al., 2018). A combined planning strategy
may prove to be most effective. Stringent urban containment land use
regulations in rural areas without policies to unlock development po-
tential inside the urban containment areas may not only result in social
and economic issues relating to housing shortages, but also in a public
opinion - and policies — to lift bans on urban sprawl to release the
pressure. Planning policies that balance the prevention of sprawl and
the promotion of inner-urban development may yield other outcomes.
After all, a large part of the population may support planning policies to
curb urban sprawl in principle (Pleger, 2017; Romano et al., 2017;
Whittemore and BenDor, 2018). People may not appreciate the loss of
authentic landscapes as a result of new developments, especially if
there are potential alternatives to provide sufficient space for housing
and economic development. However, literature has primarily focused
on “defining and measuring planning restriction” (Gurran and Bramley,
2017b, 102), suggesting that this is essentially what planning does.
Issuing growth controls, as Anthony (2017) indicates, could result in
higher development costs due to a higher scarcity of land, higher costs
of development, extra costs to meet regulations, and less building
quota. Moreover, if less sprawl results in a higher environmental
quality, this extra amenity may boost demand, making housing less
affordable (Anthony, 2017). Therefore, if positive planning policies for
inner city areas aim to fully compensate for these effects, they must
adhere to the following agenda: release land for development, ascertain
affordability in relation to development costs and regulatory costs,
ensure that enough building takes place and, finally, cater for even
more development if planning results in a higher quality of the
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environment due to the attractiveness of the city. Thus, by following
this agenda, positive planning within urban areas can overcome land
use regulations that curb urban sprawl if positive planning boosts
supply to such an extent that it compensates the negative effects on
supply by planning regulations and the demand it creates by extra
amenity.

This agenda, however, may prove more complex to organize than
just prohibiting development at certain sites. Prohibition merely in-
volves the establishment and enforcing of a rule. Provision, on the other
hand, requires a complex mix of development initiative, investment,
building capacity, infrastructure provision and allocation of developed
sites, all of which involve considerable transaction costs (Alexander,
2001). In a real-world context, the political priority of having ample
and affordable housing and commercial spaces is likely to be higher
than the need to contain urban sprawl. Therefore, if governance fails to
compensate for the negative effects of urban containment policies
through positive measures to promote ample space for concentrated
development, lifting development bans and allowing sprawl might be
the most convenient choices (Gurran and Phibbs, 2013). Therefore,
policies to tackle urban sprawl may be far more complex than just
prohibiting unwanted development. The aim of this paper is to present
and learn from a case that appears to take positive steps towards pro-
viding development opportunities in a concerted way. The paper
especially discusses whether the use of options as instrument to pro-
mote development can be an addition to the toolkit local authorities
may use to stimulate development on sites designated for development.

The idea that a concerted approach of promoting and preventing
planning policies is necessary has a long tradition in planning thinking.
As follow-up to Ebenezer Howard’s introduction of the concept of
garden cities (Howard, 1902), both ideas of new towns and green belts
were formulated and put into practice (Millward, 2006). A “crucial
performance criterion” for urban containment policies is “the tightness
of growth boundaries or greenbelts and the resulting amount of de-
velopable land inside the contained area” (Siedentop et al., 2016, 73).
Land that is suitable for development depends not only on the size of
the land, but also on the organizational and governance structures that
enable its use. Within and beyond urban areas, urban sprawl can go
hand in hand with the abandonment of properties, vacant land and
inactivity in the regeneration of brownfields. There is a considerable
amount of German literature on the building land paradox (Davy, 1996)
which states that while, on the one hand, more and more land is zoned
for building, less building takes place as landowners hoard their
building land (Hengstermann and Gerber, 2015). This hoarding fits to
the analysis of land as option, which shows that more land use re-
strictions “may lead to an increase in building activity” (Titman, 1985,
506), “because the gains that come from waiting to build at a higher
density are lower where there is a fixed density limit” (Murray, 2018,
5). Government policies often do not follow this logic. Government
responds to stagnation in building by lifting planning regulations that
restrict building even more, which in return results in even lower
building production. Different policy responses have been sought to
overcome the building land paradox. One of these responses seeks to
prevent permissive legislation without obligations and to link the
classification of building land with an obligation to build
(Hengstermann, 2017). A notorious example of this is the Spanish case
prior to the Global Financial Crisis (GFC). Firstly, in this case, congruent
with existing ideas on the building land paradox (Davy, 1996), planning
policies were deregulated, allowing for development (Roca Cladera and
Burns, 2000). Secondly, land development regulations were changed,
allowing for the parcellation and servicing of land without landowners’
consent (Munoz Gielen and Korthals Altes, 2007), resulting in a massive
sprawl and zombie developments after the GFC hit (Laitos and Martin,
2015). Furthermore, enforcement is an issue. Formally, enforcement
entails either the loss of the right to build (i.e. planning polices will not
be implemented), or the expropriation of land (Hengstermann and
Gerber, 2017) which requires initiative by the local authority. This
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initiative can take the form of an active land policy (Hengstermann and
Gerber, 2015) which governs (sometimes compulsory) purchasing
(Korthals Altes, 2014) of land from landowners who are not willing to
implement the building plans.

This paper presents the case of the city of Amsterdam, where there
seems to be a certain success in creating development opportunities
inside the already built-up areas of the city, and considers whether
these activities relate to addressing underlying mechanisms that pre-
vent concentrated development. The advantage of studying existent
practices is the insight they provide to what can be achieved in a certain
context. Such a study is thus more grounded in practice than studies
focusing on promising, or even revolutionary, innovative instruments.
In relation to these innovations, the theory may be simple but putting
the theory into practice might “face some significant challenges”
(Posner and Weyl, 2017, 70). Real existing cases are put into practice.
The disadvantage, however, is that it is difficult to unravel the con-
tributions of various instruments and the specific contexts of the case.
Moreover, real existing practice is never utopian, so the merits of the
approach can also be debated.

In what follows, urban governance and underlying mechanisms are
introduced, followed by the presentation of the Amsterdam case study
and the two aspects under investigation, i.e. the land development
practices and the use of option contracts. Finally, the results are dis-
cussed.

2. Underlying mechanisms and urban governance
2.1. Underlying mechanisms

Several underlying mechanisms may explain mismatches between
the politically envisaged and the actual provision of functions within an
area. One of these mechanisms is that market power and political power
may be in different hands. In a democratic society, political power rests,
ultimately, with the citizens of the state. Market power, however, may
not be divided equally amongst citizens. Additionally, some power may
rest in the hands of absentee landowners who possess no formal poli-
tical powers at all. This may result in a considerable portion of the
population not having the economic power/means to acquire property
in priority locations. Their needs are not transferred to demand as de-
fined by the market, but may result in political pressure. After all,
people without economic powers possess political powers, which may
prevent the enforcement of development bans allowing the further
existence and development of informal settlements (Potsiou, 2014;
Auerbach et al., 2018). Alternatively, some people may have an eco-
nomic demand for property, for example having a pied-a-terre in many
cities worldwide, which, politically, may not be considered a need. The
strength of market powers may result in an undersupply of politically-
defined, needed properties. A further political concern is that there may
be issues in transferring politically-defined needs at a city level to the
political decisions allowing development at certain sites. The legal and
governance system may afford more political power to direct neigh-
bours opposing development than to planning and development po-
licies that favour development (Schleicher, 2013). In some cases, this
can be seen as a compensatory mechanism for the lack of rights and
even the prospect of residents being displaced if redevelopment takes
place (Bang Shin, 2008). Moreover, a lack of development at the city
level may boost housing prices (Glaeser et al., 2005) and, consequently,
result in gentrification (Mangin, 2014). The improvement of the rights
and prospects of residents in cases of redevelopment at the project level
could provide political support to redevelopment and help release
gentrification pressures on urban housing markets (Korthals Altes,
2016), and thus ensure that redevelopment projects provide more de-
cent housing conditions than staying put (Hartman, 2002/1984).

Although Smith (1791) proposed that an ‘invisible hand’ ensures
that promoting individual interests will automatically align with poli-
tical interests, there are several processes that may result in a failure of
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alignment. In the contexts of land, property markets and planning there
are several factors contributing to this failure of alignment. These in-
clude the limited supply of land, the limitations in substitutability, the
use of land as an investment asset, and the public interests connected to
land and transaction costs (Alexander, 2014). These issues result in
holdouts. For effective use of the land, it is often necessary to assemble
different property rights, which results in synergistic value or marriage
value (Sim et al., 2002; Kien Hwa, 2008; Boydell and Baya, 2011). This
synergistic value becomes available only once the last right is as-
sembled, and thus may lead to situations in which the initiative does
not pay. On the contrary, it may be worthwhile to wait until many of
the rights are assembled to access a larger part of this synergistic value.
Indeed, the last right being assembled may, according to game theo-
retical experiments (Goswami et al., 2017), receive half of the devel-
opment gains. This holdout issue may consequently fuel suburbaniza-
tion (Miceli and Sirmans, 2007; Isaac et al., 2016). A second concern is
that this process of land development can be seen as exercising a call
option (Womack, 2015; Murray, 2018), i.e., “real options theory pro-
vides the core basis of land economics” (Murray, 2018, 2). Vacant land”
... derives its value from the fact that it gives its owner the right,
without obligation, to erect a rent-producing structure upon the pay-
ment of the construction cost necessary to develop the property.”
(Geltner et al., 1996, 21) An option is priced, resulting in an extra
economic hurdle between supply and demand. The size of the premium
differs. Quigg (1993) found a premium of 1% to 30% (medium 6%) of
the theoretical land value; later studies came to comparable results
(Womack, 2015; Razak et al., 2018). The development of land destroys
this option value. Option prices are generally higher in contexts of
uncertainty (Titman, 1985) or high volatility (Cunningham, 2006), i.e.
in areas where price developments are unstable. Volatility is higher in
urban areas with good access to local amenities (Beracha et al., 2016),
i.e. in attractive urban areas. Therefore, in addition to the demand for
uses there is an urban demand for speculation that may contribute to a
mismatch between need and the demand for development. For a de-
veloper the character of land as option makes that there is an incentive
to delay (Murray, 2018). Developers often differ according to their
willingness to exercise development options (Dong and Sing, 2017).
Therefore, who controls the land is relevant for whether development
occurs. This means that the allocation of land for development does not
necessarily or immediately result in private initiative to develop the
area, i.e. “...in practice many long-term landowners do not have a
particular incentive to bring it forward now, rather than at some future
date” (Gurran and Bramley, 2017a, 370). Similarly, Gut et al. indicate
that “land remains underutilized because revenues can be generated
without building on the land” (Gul et al., 2018, 82) Urban governance
could address this issue.

2.2. Urban governance

In a market economy, demand plays an important role in the allo-
cation of properties like housing. In addition, there is a politically and
legally defined need for housing, for example the human right to shelter
(Kenna, 2016, 1st ed. 2014) and, in many contexts (Oren et al., 2016
1st ed. 2014), a constitutional right to housing. Both national gov-
ernance, which controls welfare provision and taxation systems (Ong,
2017), and local governance play a role in ensuring the alignment of
needs and demand so that needs are met.

There are political differences between systems in which only the
social minimum is a matter of government intervention (Kenna, 2016,
1st ed. 2014), systems in which wider needs are addressed, such as
those of key workers including teachers, nurses and police officials
(Raco, 2008), and more general governance systems based on the idea
of a social-market economy grounded in the view that markets, al-
though efficient in resource allocation, do not deliver morally just
outcomes (Miiller-Armack, 1978). These outcomes may also not be
sustainable and may contribute to urban sprawl (Turner, 2017).
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Regulations often play a role in these governance arrangements, and
could, for example, prohibit the withdrawal of housing from residential
use, or prescribe provision of a certain percentage of affordable housing
in any new development (De Kam et al., 2014). Because regulations do
not force development (Valtonen et al., 2018), however, it is necessary
to address needs to implement solutions to initiate development at
preferred locations.

Previous literature has established that there are large differences
between governance systems. Many authorities use public powers to
address the mismatch between need and demand. Some of these actions
tend to intensify the complexities of condensed urban development, like
large lot zoning or building regulations that do not allow for the use of
cheaper building methods and which could drive the housing need to
illegal alternatives (Patel et al., 2018). However, several systems ad-
dress the issue of affordable housing. Well-known are the S106 agree-
ments for affordable housing provision in England (Morrison and
Burgess, 2014) in which public law regulations that do not allow as-of-
right development are used to oblige a minimum share of affordable
housing. In some cases, though, there are no policies to address urban
spraw] (Stan and Sanchez-Azofeifa, 2017) or policies are insufficient to
break through “path dependency in land development that reinforces
sprawl” (Turner, 2017, 9). However, differences in sprawl can be at-
tributed to differences in governance and spatial planning (Pagliarin,
2018). Therefore, specifics of planning policies matter for patterns of
sprawl. It is essential to break through holdouts by bringing necessary
holders of property rights together and by creating windows of op-
portunity that make the option to wait less attractive. This paper fo-
cuses on a governance context that is more likely to be able to address
these issues. This paper thus provides insight into the potential me-
chanisms by which governance may chase private initiative.

3. Introduction to the Amsterdam case study

The focus of this case study is the land development policies used in
Amsterdam. Amsterdam has been described as “grounded utopian ac-
tual city” (Fainstein, 2005, 127) and forms part of the greater Nether-
lands’ context, which is “admired internationally for its striking capa-
city to create and manage a built and natural environment through
well-coordinated public investment, arising from political processes
that have sought consensus among different segments of Dutch society”
(Healey, 2007, 37). This context assumes the following: (1) that the
national governance context has already established a relatively low
difference between income groups by provision of social services and a
centralized tax system; (2) that urban authorities are provided with
legal powers which they use to address the mismatch between need and
demand; (3) that policies are used to create initiative for urban devel-
opment and redevelopment; and (4) that policies create windows of
opportunities to make it less interesting to wait. Amsterdam is thus a
context in which “market forces, cultural movements and government
interventions intermingle in much more complex ways” (Healey, 2007,
73) than traditional planners imagined. Karadimitriou et al. (2013) also
conclude that the Amsterdam case study is “more successful” based on a
comparative analysis of mixed-use urban regeneration cases in France,
the Netherlands and the UK, i.e.

“...the main lesson to be drawn from the cases is that, paradoxically,
effective delivery of policy outcomes through private development and
market mechanisms does not equal a lesser role for the state or smaller
risk for the public sector. On the contrary, it requires a strong and active
public sector, willing to take its fair share of the right risks and un-
certainties, namely those that can be best managed through a long-term
strategic perspective.” (Karadimitriou et al., 2013, 328)

This paper focuses on the use of two instruments by the city of
Amsterdam. The first is the policy of timely public land assembly based
on strategic planning. According to this policy, planning is not just
zoning, prohibiting development, but is also a powerful active in-
volvement tool for the City in providing redevelopment space. The
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second is the option instrument that the City has introduced to ascertain
timely development of land being disposed to developers. This instru-
ment is an alternative to a land disposal agreement with an obligation
to acquire the land. Together these instruments address the issues of
holdouts and of land as options that may encourage landowners to wait
and not develop.

The case study is based on publicly available sources on land de-
velopment in Amsterdam. These sources include studies, reports and
letters of the Executive to the City Council and material published in
tenders, which usually include many detailed annexures to projects for
market operators interested in offering a position in land development.
The paper is not based on internal confidential sources. Preparations on
market transactions are the exception to open government require-
ments as market operators could use this information to weaken the
bargaining position of the local authority (Kang and Korthals Altes,
2015a). Matters of financial interest to the local authority, however, are
shared (Kang and Korthals Altes, 2015b), which means that information
about the use of land policy instruments is often best accessible in the
financial domain in specific rules and regulations which govern the
provision of information on land development and their public dis-
cussion in the council.

4. Land development policies

Amsterdam has an established tradition of strategic planning in
which the provision of ample locations for development is key. In a
dense city like Amsterdam, the provision of adequate and affordable
housing is an ongoing issue on the political agenda. Strategic planning
policies have been studied for decades by planning scholars, providing
an overview of its development, starting in the 19 century (Postuma
et al., 1989), their relation to national planning policies (Van der
Heiden and Wallagh, 1991), the interorganizational coordination ne-
cessary to develop an idea of metropolitan regional planning
(Alexander, 2002) and the development of the city region as a volun-
tary policy network (Levelt and Janssen-Jansen, 2013). Amsterdam has
adopted a ground lease policy in 1896 (Van Veen, 2005), which im-
plicates that the City has not only a long tradition of active land policy
(Savini et al., 2016) by acquiring raw building land, servicing it and
disposing it as ground lease to developers and housing associations, but
also that it owns a large part of urban land (Gautier and Van Vuuren,
2017). The provision of sufficient housing in the city region is a con-
tinuing issue of regional and municipal strategic planning (Fig. 1). Since
the adoption of a compact city policy in the 1980s, the issue of adequate
production in the city itself is on the agenda. Unlike the rhetoric Savini
(2016; 2017) analysed (see also Savini et al., 2016), which was a re-
sponse to the GFC, the practice of Amsterdam planning has focused
primarily on taking the initiative to commence development by an

10000

Land Use Policy 83 (2019) 13-21

active land policy. The announced shift to an organic approach in
which a central steering role of the local authority will be replaced by
‘creating opportunities for incremental urban development that build
upon a series of civic initiatives’ (Rauws, 2016, 351), to avoid the risk of
active involvement, has not yet been enacted due to the pressure on
Amsterdam property markets being answered by a political decision to
be actively involved in providing land for development. This active
involvement includes that the local authority acquires property rights,
services the land and disposes the land based on ground leases (Ploeger
and Bounjouh, 2017) to developers, end users and housing associations.

The City of Amsterdam (Gemeente Amsterdam, 2016¢) developed a
“Koers 2025” (Course 2025) as a development strategy to build 50,000
dwellings between 2016 and 2025. This is not a dormant strategy, i.e.
one that ‘waits and sees’ what comes from society, but focuses on
chasing existing projects to build housing and developing new plans
and projects to add to a project portfolio. The portfolio’s size is de-
termined by the project’s timeframe (acknowledging that some projects
will be delayed), and thus it is necessary to have extra capacity to en-
sure that development takes place in good time. Remarkably, these
ambitions seem to have been met, at least in the first years of this
programme (Fig. 1; Table 1). Most of these dwellings have been built in
districts along the major ring road or at the northern shore of the 1J
(Table 1; Fig. 2).

The speedy success in the first years of the programme was aided by
the City’s shelving of several projects during the GFC, and the activation
of these before publication of the Koers 2025 programme. Also, very
helpful was that the GFC had no structural crisis impact in Amsterdam.
Population grew by 14% between 2007 and 2017, and further growth is
anticipated in the coming decade (CBS, 2018b). Similarly, job growth
increased by 16% between 2008 and 2016 (CBS, 2018b), and housing
transaction prices have also grown considerably. The Amsterdam
housing market is ‘booming’ (Boelhouwer, 2017, 601) since 2015. The
2017 median transaction prices are approximately a third higher than
the 2007 prices (NVM, 2018). These prices began increasing only in
2013 when the transaction prices were 10% below those of 2007.
Looking at this relatively low dip in the price does no justice to the
magnitude of the GFC effects on the Amsterdam housing market. The
largest effect was on the quantity of housing transactions (Fig. 3).
Sellers were hesitant to lower their offering price and preferred to wait
until prices increased.

In the Koers 2025, in addition to the 30,000 dwellings in current
projects and 15,000 accelerating projects, 17 areas were identified as
future housing locations in which approximately 50,000 houses were to
be developed (Gemeente Amsterdam, 2016¢). Except for IJburg 2 with
9500 dwellings to be built on 163 ha of reclaimed land (Kinder, 2011;
Steenbergen and van Bemmelen, 2011), all identified locations are on
previously developed land within the city, including densified
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Fig. 1. Number of dwellings produced on plots of land in Amsterdam between 1906 and 2017 (OIS Amsterdam, 2018).
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Table 1
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Dwellings completed 2016-2017, tenure, form and amounts of dwellings replaced by these projects per district (Gemeente Amsterdam, 2018b).

District Dwellings completed  Tenure Form Dwellings replaced
social-rent  mid-price rent  high-price rent  sale Houses  Apartments
DXO01 Centrum-West 111 0% 0% 6% 94% 0% 100% 19
DX02 Centrum-Oost 291 7% 0% 17% 76% 3% 97% 1
DX03 Westerpark 394 0% 0% 6% 94% 1% 99% 44
DX04 Bos en Lommer 858 61% 9% 9% 21% 3% 97% 176
DXO05 Oud-West/De Baarsjes 215 47% 0% 35% 18% 0% 100% 1
DX06 Geuzenveld/Slotermeer 307 42% 4% 0% 54% 78% 22% 24
DX07 Osdorp 219 38% 32% 0% 30% 30% 70% 62
DX08 De Aker/Nieuw Sloten 48 75% 0% 0% 25% 25% 75% 1
DXO09 Slotervaart 2860 68% 16% 4% 12% 3% 97% 487
DX10 Oud-Zuid 150 26% 1% 49% 24% 3% 97% 3
DX11 Buitenveldert/Zuidas 963 6% 43% 19% 32% 0% 100% 2
DX12 De Pijp/Rivierenbuurt 336 0% 62% 4% 34% 0% 100% 26
DX13 Oud-Oost 683 52% 28% 0% 20% 8% 92% 81
DX14 Indische Buurt/Oostelijk Havengebied 523 36% 10% 37% 16% 0% 100% 380
DX15 Watergraafsmeer 423 0% 74% 6% 21% 2% 98% 40
DX16 IJburg/Zeeburgereiland 1895 40% 6% 10% 44% 10% 90% 0
DX17 Noord-West 261 28% 0% 0% 72% 84% 16% 4
DX18 Oud-Noord 1565 51% 7% 24% 19% 2% 98% 1
DX19 Noord-Oost 308 30% 0% 21% 49% 38% 62% 0
DX20 Bijlmer-Centrum 80 46% 0% 0% 54% 44% 56% 0
DX21 Bijlmer-Oost 275 2% 50% 0% 48% 98% 2% 62
DX22 Gaasperdam/Driemond 25 64% 36% 0% 0% 0% 100% 0
Overall relative 100% 41% 17% 12% 31% 11% 89% 11%
Sum absolute 12790 5243 2153 1476 3918 1364 11426 1414

outmoded office areas, redeveloped harbour areas and former locations
of public facilities. Also in regional perspective, the process of urban de-

concentration has been brought to a halt (Table 2).

The City follows an active strategy to promote this extra building.

DXog8

s

The strong upward movement of house prices allows the city of
Amsterdam, by far the largest landowner of the city, to reap extra
benefits from the leasing of ground. These proceeds can be used to
invest in planning, allowing for the financing of new developments. In

&

Fig. 2. Districts and district codes in Amsterdam (Gemeente Amsterdam, 2016b).
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Fig. 3. Development of transaction volume and real transaction prices of
housing in Amsterdam (2000 = 100) (CBS, 2018a; CBS and Kadaster, 2018).

Table 2
Development of housing stock in Metropolitan Region Amsterdam (MRA)
versus development in the City of Amsterdam (CBS, 2018b).

End of year MRA City of Amsterdam MRA without Amsterdam
dwellings  dwellings sharein MRA dwellings  share in MRA
2012 1,109,168 411,127  37.1% 698,041 62.9%
2013 1,121,033 413,697  36.9% 707,336 63.1%
2014 1,128,847 416,966  36.9% 711,881 63.1%
2015 1,138,133 424,390  37.3% 713,743 62.7%
2016 1,144,719 428,035  37.4% 716,684 62.6%
2017 1,155,294 432,715  37.5% 722,579 62.5%

MRA includes NUTS 3 areas of Groot-Amsterdam, Zaanstreek, IJmond,
Agglomeratie Haarlem, Het Gooi en Vechtstreek and local authorities of Almere
and Lelystad.

these policies, there is a large emphasis on building affordable housing.
The current municipal policy is to develop 40% social rented housing,
40% affordable housing and only 20% free market housing (Gemeente
Amsterdam, 2017b). The idea underpinning Koers 2025 is that the local
authority will lead in terms of quantity and timing, and quality and
finances. In the financial context, rising prices are considered a positive
development, as the local authority sees it as providing a boost to its
land portfolio value, but also because the market is eager to accom-
modate a growth of new dwellings. The designation of a location in
Koers 2025 does not provide a change in legal land use status. Planning
procedures, including processes of public participation, may result in
some locations not being developed in the short term. It is important to
note that if a location is designated for building in this formal sense, the
local authority will take the initiative to promote development. The
City will take steps to service the land to produce buildable parcels,
including specific terms and conditions for the building to be developed
on this parcel. The local authority, however, does not accept respon-
sibility to commission the buildings (except for public buildings like
primary schools) itself and therefore transfers the plot to the market.
Here the land is disposed in a ground lease system (Ploeger and
Bounjouh, 2017) in which one of the conditions is that the land must be
used according to its designated use. Tenants have shifted from
choosing a payment of the full land value in 89% of the cases in 2010,
towards a preference of annual rent payments in 83% of the cases in
2017, which has resulted in concerns regarding the City’s debt levels.
This debt is, according to the Executive, tenable, due to measures taken
to reduce debt (Gemeente Amsterdam, 2018a). It may be, however, a
future concern.
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5. Options

In October 2012 the city of Amsterdam launched a pilot to use
option agreements to dispose of building land (Gemeente Amsterdam,
2012). An option provides a developer the right to establish and realize
a plan, providing that the city approves the plan and all requirements
and conditions are met, and that this all happens within the timeframe
set in the option. To obtain this right to purchase, the developer pays a
price over and above the land price. This land price is a market price
based on the residual value of the land and is set in the request for
proposals leaving uncertainty about its later development. If developers
do not meet the conditions and do not purchase the land, they lose the
option price paid. If they do develop, the price paid is not deducted
from the land value. Therefore, it is additional to the land price. The
way the system usually works is that the City publishes a request for
proposals in which land price is fixed. Furthermore, the local land use
plan has been amended to allow development and there are strict
guidelines on the programme including affordable housing and onsite
parking that must be realized. The economic operators compete on
option prices (this has a weight of up to 70% of the award criteria), on
energy performance (this must be at least 30% according to policies set
by the Council (Gemeente Amsterdam, 2016d)), and sometimes on
other criteria relating to the quality of the proposal.

The City has published an evaluation of its policies which indicates
that building contractors who were also developer were offering high
option prices (Gemeente Amsterdam, 2016a). In response to concerns
about whether these high prices would discourage less solvent com-
panies to bid for proposals, the Executive indicated, without proving
evidence, that high land prices could have a moderating effect on op-
tion prices. Based on the evaluation the City decided to use this in-
strument as standard practice (Gemeente Amsterdam, 2016d).

For the local authority, these option premiums are additional pro-
ceeds that, in 2016, amounted to €98 million, which comprises 25% of
the total proceeds (€386 million) of land development for this year
(Gemeente Amsterdam, 2017a). This amounts to one third of the land
value.

In the previous system these option premiums were not paid.
Economic operators had to pay a deposit and had a duty to purchase the
land. During the GFC, many developers were not purchasing land.
However, it was not so easy to end contractual relationships due to
breach of contract (Gemeente Amsterdam, 2012; 2016a). Developers
preferred to maintain their positions in building land and would defend
it in breach of contract proceedings by, for example, pleading that the
GFC was a force majeure, which would indemnify the developer from
breach of contract. Whether the courts decided in favour of such a plea
was not the main point according to the City. Even if a court case re-
sulted in a success, it would have been time consuming to get the land
due to lengthy proceedings. During this time, the public-development
aims were not met. In an option contract, however, the situation is
different. Terminating the option forms part of the contract itself and
there is no breach of contract or legal proceedings. It is part of the
agreement between the City and the economic operator and the City
can issue a new request for proposals, which is open to all parties. The
economic operator only chooses to step into an opportunity. The eva-
luation, by the City itself, also revealed that developers liked this
business approach as it is congruent with what they expect from a deal
(Gemeente Amsterdam, 2016a). Whether developers like it or not, they
offer high premiums resulting in extra proceeds for development ac-
tivities that were not part the budgetary prognoses of the City. The City
can use these extra proceeds to invest in other projects to ensure the
timely development. This is done by a revolving fund (vereveningsfonds)
that is fed by proceeds of land development projects and is used to
finance new land development projects (Savini, 2017). At the end of
2016 the reserve in this fund was € 356 million (Gemeente Amsterdam,
2017a). Most importantly, the option contracts encourage developers to
undertake the project swiftly, resulting in that they quicker produce
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building plans for review by the municipality to ensure their conformity
with set requirements for the necessary construction permits. After the
approval of the building plan, the City transfers the land to the eco-
nomic operator with a duty to build and to pay a monetary fine for
every month that development is behind schedule (Gerechtshof
Amsterdam, 2016).

The evaluation provides some insight into how this instrument has
been used. It works well if the land price is fixed, if companies compete
based on option price and in a tender situation, but it does not work
well in one-to-one negotiations, as it is difficult to attain an established
price. According to the evaluation, professionals within the local au-
thority view the clarity about the date by which the option must be
executed as a real advantage.

“The initiative to exercise the option rests with the market party.
The municipality does not have to enforce compliance. Therefore, the
market party has a large interest in progress, which is not always the
case with the classic ways of working.” (Gemeente Amsterdam, 2016a,
p. 12-13; translation by author)

It is crucial not only that the option prompts market operators to be
swift in producing building plans, but also that the local authority keep
the terms of reviewing the building plan. It is therefore necessary to
have a fully established public law framework, e.g., a local land use
plan that allows development, to review the building application.

6. Discussion and conclusion

Amsterdam appears to make a good effort to address the agenda
presented in the introduction. The City makes land available for de-
velopment, formulates a housing programme to ascertain affordability
and covers many regulatory costs before it offers land to developers.
Option contracts encourage building to take place and the programme
takes into account the steadily increasing population growth (because
of the attractiveness of the City) as the basis for the housing pro-
gramme. It is important to note that Amsterdam is no utopia and the
scarcity of land due to the attractiveness of the City, especially, is a
major factor that results in further issues of affordability.

The Amsterdam case shows that taking initiative may help develop
a concerted approach to planning and development. On the one hand,
stringent planning controls do not allow development in many green
areas around the city, and developments must meet very specific re-
quirements regarding design and housing programmes. On the other
hand, the city uses its land portfolio and organizational powers to
service land for development and to bring land to the market. Recent
experiences in Amsterdam reveal that developers tend to be slow in
taking initiative, as the development option may be more expensive
than developing the land. To counter this, the municipality has since
introduced an option instrument. This issue of slow building is also
elsewhere an issue and have resulted in the establishment of a Review
of Build-Out Rates in the UK (Letwin, 2018).

A yearly income of €98 million (revenue received by Amsterdam
received from its land development options in 2016) seems not to be
very realistic for options in most other contexts as it is necessary that
the local authority owns a large land portfolio. The specific character of
land involves that the authority cannot reasonably go short on such an
option. It cannot provide the developer with just a plot of land located
somewhere in the city, but must provide the specific plot of land that is
addressed by the option and for which the developer has prepared a
building plan based on the option acquired and it is therefore necessary
to be able to provide this plot. However, the revenue highlights the fact
that the incentive to delay development, provided by option value, is a
real issue that needs to be addressed to ensure the swift uptake of plans
if this is considered necessary for spatial development. A time-limited
option has a value that goes beyond the residual value of a building
plot, and may be even higher if the option is perpetual, i.e. if a land-
owner is completely free to decide when to develop a plot of land.
Furthermore, it shows that the right to develop (without obligation) has

19

Land Use Policy 83 (2019) 13-21

a certain value that goes beyond the value that can be gained by de-
veloping the land now.

Ensuring the swift production of building plots, the speedy drawing
up of building plans and development on these plots are important
features necessary to break the building land paradox of a combination
of land use plans and regulations allowing more room for building and
less housing production. A paradox that can be explained by the option
character of building land (Titman, 1985; Murray, 2018). On the con-
trary, by using option contracts to dispose building land, the assignment
of land for building purposes results in actual building on the land. This
allows for less land to be assigned for building purposes, which may
result in more housing production, which is the inverse of the tradi-
tional building land paradox. Necessary for this is that planning be-
comes more than just assigning land for specific purposes and involves a
process of chasing the land and related parties to ensure that land will
be put to use. Because other parties cannot be forced to invest in
building on these properties and may be unwilling to sell properties
voluntarily, it may also involve a willingness to use compulsory pur-
chase powers.

In the Amsterdam context, planning policies seem to support the
idea that planning can create extra amenities (Anthony, 2017), which
boosts demand and further counters sprawl. However, it may also result
in issues of affordability. In the Amsterdam context, these are addressed
by building housing in a mix of affordable and expensive housing.
Building housing in this mix may not be sufficient to ensure adequate
affordable housing in the City, as there are also developments in the
existing housing stock. Although the rent of sitting tenants is generally
well protected, new tenants in the private rental sector often have to
pay higher rents, resulting in fewer options for affordable housing in
the existing housing stock.

The question then is how much of this experience is transferrable to
other contexts. There is a distinction between technical and political
transferability. Many legal systems allow a larger role for authorities in
taking initiative in development. Moreover, in several contexts, local
authorities previously tended to fulfil a larger role before they were
influenced by neo-liberal ideals. There may be no political willingness
to take these actions. As indicated in the introduction, previous litera-
ture (Pleger, 2017; Romano et al., 2017; Whittemore and BenDor,
2018) suggests that there is in principle often public support for policies
that prevent authentic landscapes being unnecessarily destroyed by
new developments. Developing policies that expand inner city devel-
opment including building affordable housing may result in widespread
societal support, as it resembles a specific form of an urban growth
machine (Molotch, 1976). Using this terminology also indicates that
promoting inner city growth has, in addition to promising perspectives
to provide an alternative for urban sprawl, potential negative impacts
in terms of gentrification and other issues arising from developing in-
vestment opportunities in areas where people live and may be displaced
by these processes. An important aspect to consider are the rights of
current dwellers in terms of new developments (Korthals Altes, 2016)
and whether or not policies are indeed guided by the idea of providing
affordable housing. If this is not the case, a situation can occur in which
the city centres become islands for the affluent elite and the suburban
peripheries becomes areas for the poor. This situation does not only
occur in cities in the global South (Home, 2014; Siame, 2016; Watson,
2016; Shen, 2017). It may also reflect historically developed urbani-
zation patterns elsewhere, such as in Belgium (De Decker, 2011), and
more novel developments of the suburbanization of poverty in many
urban areas (Randolph and Tice, 2014; Cooke and Denton, 2015; Bailey
and Minton, 2017) including Amsterdam (Hochstenbach and Musterd,
2018). This also suggests that taking the initiative may help to ensure
that planning will be undertaken and land will not be left idle, but it is
no panacea.

Finally, government initiative may only work to limit urban sprawl
if the authorities consider the limitation of sprawl to be important.
Landowners may successfully lobby to allow development on their sites
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(Murray and Frijters, 2016). Alternatively, land-based financed local
authorities may promote the acceleration of sprawl if they provide extra
funding (Liu et al., 2018). This is generally an issue as local authorities
may also be tempted by the idea that inner-city redevelopment is more
costly than greenfield development, without considering the many ex-
ternal effects of sprawl, which do not form part of development costs.
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