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1.1. S
 ETTING THE SCENE: PUBLIC INTERVENTIONS IN LAND
AND PROPERTY MARKETS
The implementation of urban planning practices are closely interlinked with the effectiveness
of land management strategies. Planning traditions that are backed-up by comprehensive
land management strategies are known for their effectiveness and institutionalized character
(Van der Krabben and Tiwari, 2019). In Europe, only Finland, Sweden, the Netherlands and,
to an extent Switzerland, make use of comprehensive public land development strategies.
The public land development instrument has often been compared to other planning
traditions (Lefcoe, 1977, Needham, 2007, Valtonen et al., 2017, Louw et al., 2003, Van der
Krabben and Jacobs, 2013) to identify whether elements could be implemented elsewhere.
Recently Adams and Watkins (2014) even argued that the English and Welsh planning
system should learn from how the Dutch system secures land supply. Ironically, at that
time (2008-2015), public land development attracted a great deal of negative attention in
the Netherlands (Buitelaar, 2010, Buitelaar and Bregman, 2016). Many municipalities
encountered financial hardship and were obliged to devalue the potential building land
that they had bought in the past (Deloitte Real Estate Advisory, 2013). In 2014, the Dutch
Council for the Environment and Infrastructure sounded the alarm bell by expressing its
doubts as to whether the Dutch planning system would be able to function at all without
the economic rationality of its most important pillar; the public land development model.
The Council addressed the following question: “how can the quality of the built environment
be maintained, or brought up to the desired level, now that the necessary financial resources
are dwindling due to slower demographic and economic growth, or even negative growth?”
(Raad voor de leefomgeving en infrastructuur, 2014, p. 5).
These experiences illustrate the great urgency to better understand the relationship
between planning and urban land (property) markets. Public land management strategies
are strong, direct, policy instruments. The implicit or explicit rationale behind such policies
is that without these interventions, land and property markets would not perform
efficiently. However, they tend to create their own instrumental rationalities (Lascoumes
and Le Gales, 2007) and may also result in significant side effects. Optimising financial-economic incentives may contradict the general aim of serving urban planning goals and
accelerating planning implementation. A better understanding of how such direct
government planning instruments effect property markets is crucial in order to fully
exploit their effectiveness for planning. This is especially true when one considers the fact
that cities are at the heart of a growing worldwide policy discourse (Edelenbos et al., 2018)
and strongly appeal to the international planning community (Campbell, 2006). Cities face
enormous challenges in terms of rapid urbanization, decarbonization, inclusion, and
climate adaptation (Glaeser, 2012). These challenges underline the importance of the wellcoordinated distribution of spatial functions and robust, integrated and societal based

1
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planning policies. Planning policies that are substantiated by effective implementation
instruments in order to avoid policy implementation gaps (Hill and Hupe, 2014). In their
search to close the planning gap, municipalities may find direct government instruments
increasingly tempting due to their proven effectiveness (Adams and Watkins, 2014).
In the last two decades this debate has led to a growing body of literature that conceptualises
the relationship between planning and property markets (Needham, 2006, Needham et
al., 2010, Webster and Lai, 2003). The main idea underlying this branch of literature is that a
better understanding of the mutual connections between planning and property markets
improves both the effectiveness of planning, and the efficiency of land markets. Such
conceptualisation nuances the onetime dominant paradigm in which scholars perceived
planning – and institutions – as mere constraints to free market coordination. Planning,
in this view, should only be applied to correct for market failures. Viewed from this
perspective, planning interventions undermine and restrict economic growth and prosperity,
and prevent land and property markets from optimal resource allocation (Chesire and
Sheppard, 2005).
The widespread acceptance of neo-liberal governments and New Public Management
have pushed authors in the planning community to critically comment on the tensions
that arise between economic-political influences and normative planning theories
reflecting inclusive, integrated and collaborative planning ambitions (Mäntysalo et al.,
2011, Sager, 2009, Hartmann and Spit, 2015, Campbell and Henneberry, 2005, Campbell
and Marshall, 1998). Amongst others, they point at pressing legitimacy dilemmas resulting
from direct government intervention and economic incentives (Mäntysalo et al., 2011,
Salet, 2018). At the same time, the (perceived) negative impact of planning interventions
on markets is heavily debated (Adams and Watkins, 2018, Adams and Watkins, 2014, Adams
and Tiesdell, 2012).
The current thesis builds on existent understanding of the relationship between planning
and the performance of land (property) markets. To deepen insight in the mutual connections
between planning and land markets, and in line with the approaches adopted by other
authors such as Adams and Watkins (2018) and Salet (2018), this thesis relies on a broadened
scope of theoretical conceptions within economics and institutionalism, which allows for
an elaborated view on (1) planning and public interventions, (2) property market dynamics
and (3) the mutual interaction between the former and the latter. By extending the
institutional lens on land markets, this thesis aims to:
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increase the understanding of the functioning of land markets, through a focus on the
interaction between institutions and the governance processes through which property
rights in land are exchanged.
The introductory chapter of this thesis first develops a theoretical understanding of land
markets (Section 1.2). Based on an institutional model of land market governance it
consequently presents the main research questions (Section 1.3). Section 1.4 presents and
discusses the research methodology that is applied to answer these questions. Finally,
Section 1.5 presents an outline of the thesis.

1.2. THEORETICAL PERSPECTIVES ON LAND MARKETS
1.2.1. The neo-classical perspective
Understanding land and property has, for a long time, been viewed from the perspective
of economics which perceives land and property mainly in terms of their being (products
of) markets. For years the neo-classical economic assumptions of the perfect market have
dominated (Ball, 1998, Evans, 2004, Kruijt, Needham and Spit, 1990). Numerous attempts
have been made to explain and predict land prices by developing land price models
based on the assumption of humans behaving rationally and there being one single land
market (Needham et al., 2010). Based on the geographical underpinnings set out by
famous authors such as Alonso (1964), Muth (1969) and Mills (1970), such geographical
models have sought to explain land prices by looking at locational aspects, (alternative)
land uses, and intensity. In the field of land economics and urban economics, many
authors have tried to increase the explaining power of land price models by finding new
explanatory factors, and widening the variety of land attributes - see for example: Glaeser,
Gyourko and Saks (2005), Evans (2004), Buitelaar and Witte (2011). By statistical analysis, a
price determining factor is assigned to different characteristics of land. More precisely, the
determining factors do not affect the land price directly; they affect the potential returns
of the land use, and the costs to achieve these returns. Namely, the value of the land - as a
production factor - is derived from its residual value: the difference between the expected
returns of the potential land use and the anticipated costs to obtain this land use (Buitelaar
& Witte, 2011). This line of reasoning has already been subjected serious scrutiny within
neo-classical literature; for instance, Evans (1995) argued that, amongst other things such
as the infrequency of trading and market segmentation, the heterogeneity of properties
is enormous and that the bundle of characteristics cannot be unbundled: “the very large
number of ways in which properties can differ […] make it impossible to determine the
prices of all characteristics” (p.21).

1
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Although these models have been used for years in urban economics and urban land
policy, scholars have never been able to explain and predict land prices satisfactorily
(Kauko, 2002). Moreover, existing price models are very helpful in providing overviews of
relative prices, but offer very little help in determining land prices accurately. Evans (1995)
argued that, due to the inefficiency of land and property markets, only a range of values
can be determined and that it is complicated to unravel exact market prices.1
These observations were the start of shifting attention towards transaction processes,
negotiations, relationships between actors and the psychology of buyers and sellers.
This was innovative in a sense, as the underlying assumption in land price models is that
the price that is paid for the land is only affected by land attributes. In the 1990s several
authors tried to apply institutional thinking to the paradigm of land and property markets
(Healey, 1991, Healey, 1992), although sceptical in the beginning, as shown by Ball: “[a]ny
particular piece of analysis has to make assumptions, and here it is true that many
economic models have only limited stylised institutional behaviour. Those that wish for
more institutional input, however, have to demonstrate the greater explanatory power of
doing so” (Ball, 1998, p. 1515). On the other hand, Needham and De Kam concluded that
“we have to accept that the predictive value of land-price theories within the urban
economics paradigm is not high enough to remove the need to improve those theories”
(Needham and De Kam, 2004, p. 2073). Some even speak of a need to consider a new
paradigm for real estate valuation (Wyman et al., 2011). But what should such a paradigm
look like? It puts emphasis on the role that laws, regulations and customs play in
determining land market performance. It shifts away from the rationality thesis and
explicitly recognises that people do not always act in rational and predictable ways and
therefore accepts that actors, rules and customs are of major importance.

1.2.2. The new institutional perspective
New institutionalism (NI) as an “extraordinarily broad array of initiatives” (Teitz, 2007, p.26),
rose to prominence within social science theories about 40 years ago (Sorensen, 2017).
Institutionalism puts the origin, change and impact of institutions central to discussion.
Institutions can be defined as “established laws, customs or practices” (Lowndes and
Roberts, 2013, p. 3). Though institutions may, in common language, sometimes refer to
just organisations, institutionalism explicitly takes a much broader perspective and looks
at all kinds of formal and informal norms as well as the routines that order human
interactions.

1

This thesis does not explicitly elaborate further on the pros and cons of a neo-classical economic approach to
land market performance. It chooses instead, to explore the added value of alternative approaches. This does
not mean, however, that neo-classical economics do not provide valuable methods and insights to the land
market domain.
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Within new institutionalism thought, there is no strict consensus over the number of
branches that exist within the school. However, the division made by Hall and Taylor (1996)
between rational choice institutionalism, sociological institutionalism and historical
institutionalism is widely accepted. In addition, although there has been increasing
convergence (Lowndes and Roberts, 2013), these branches differ in (1) the way they define
institutions, (2) the role that institutions play in social coordination and policy outcomes,
(3) the way institutions change, (4) conceptions of structure and agency, (5) and the
analysis of power. Peters (2011) sees 6 distinguishing criteria: (1) definition, (2) their origin,
(3) their processes of change, (4) the way they can deliberately designed, (5) the way they
‘operate’, and have impact, and (6) their relation with human agency and individuals.
Although its application within the fields of economics, political science and geography
has been widespread, the added value of institutional thinking within spatial planning,
and planning theory, is not yet as fully accepted (Sorensen, 2017, p. 250, Verma, 2007).
As Sorensen notes, “the challenge facing efforts to develop an institutionalist approach
in planning theory is that the various branches of institutional theory contradict each
other, combined with an extraordinary lack of attention by mainstream NI theorists to
issues specific to cities, space, and urban planning” (Sorensen, 2017, p. 250).
The uptake of institutions within theoretical planning considerations depends heavily on
the branch of institutionalism that is taken as a basis (Sorensen, 2017, Salet, 2018).
The primary linkage between rational choice institutionalism and planning theory
concerns the focus on urban economics and the connection between planning and land
and property markets (Lai, 2005). “The new urban economics is the body of literature that
developed applying the general equilibrium perspective to the urban economy,
emphasising the interrelatedness of all urban markets, especially through the urban land
market. […with a focus on] the conditions under which urban land markets lead to
efficient spatial development and on corrective policy when urban markets perform
imperfectly” (Arnott, 2011, p. 74). Planning, in this respect, should be seen as a body of
formal rules and policy instruments that impact the efficiency of land markets. Institutions
here often refer to constraints, or rules of the game. The market is the coordinating
mechanism that produces outcomes within such constraint structures and situations.
Examples of issues within this field are questions related to how to measure efficiency. For
instance, Buitelaar (2007) and Alexander (2000) have developed the field of transaction
costs as a practical operationalisation by which to measure the performance of planning
alternatives. Other authors within this branch, such as Webster and Lai (2003) and Van der
Krabben (2009), focussed on the question of whether different structures of property right
regimes (whether more private or public) would result in better and more efficient
planning outcomes.

1
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A completely different branch of institutionalism is sociological institutionalism. Sociological
institutionalism perceives institutions not merely as formal and informal rules that
constrain or structure social order, but also as systems of symbols and frames of reference
that help people to understand the situation that they are in (Sorensen, 2017). Healey
(1991, 1994, 1992, 1990) is the main author responsible for the uptake of social institutionalism in planning theory and property market research, and sees institutions as the soft
infrastructure of social life. In her work she focussed on the collaborative understanding of
planning, place and space by continuously reproducing and changing the soft governance
structures by which people articulate their interests and take decisions.
Historical institutionalism, is the third branch of institutionalism which I distinguish.
Here, it mainly deals with the mechanisms through which institutions change. In contrast
to rational choice institutionalism, institutions are not perceived as ‘neutral’ constraints
which ideally improve market efficiency. Rather, institutions are seen to impact resource
allocation and thus influence power relations. These power relations, in turn, shape incentive
structures that stimulate, or hamper institutions from changing. Path dependency is one
of the main concepts in historical institutionalism. It points to the manners in which
existing resource allocations benefit certain stakeholders and how these, in turn, act
against institutional structures being changed (Needham and Louw, 2003, Needham and
Louw, 2006, Janssen-Jansen and Woltjer, 2010, Ploegmakers et al., 2013).

1.2.3. Towards a conceptual model
When looking at land and property from an institutional perspective, it can be agreed that
“there is no general theory of land markets, but a number of partial theories” (Needham et
al., 2010, p. 12). Given this, it follows that the aim should not be to analyse land markets in
order to remove imperfections and solve market failures. Instead, the aim should be to
understand market processes, the conditions that shape these processes, and the
conditions under with these processes may lead to certain outcomes.
Figure 1.1 shows a theoretical framework for research into land markets which seeks to
integrate institutions (Needham et al., 2010). Although it is not made explicit in the
framework; each institutional approach mentioned in Section 1.2.2. lays emphasis on
different elements of the framework. For instance; rational choice institutionalism mainly
focusses on laws and customs and the way in which these affect market outcomes
(through transactions of property rights), whilst sociological institutionalism gives
centrality to those governance structures through which property rights are exchanged
and explores the way in which those structures take shape and get meaning through
interactions between actors and institutional contexts. In contrast, historical institutionalism mainly focusses on institutional change. It is also important to consider that it is
not only external factors which give rise to change. The power (in)balances within the
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ensemble of governance structures and market outcomes (represented in the framework
itself) may result in changes to, or the resubstantiation of, the dominant institutional
regimes of laws and customs.
Demanders

Transactions of property rights
through governance structures

Laws and customs

Market outcome

Suppliers

Figure 1.1 Conceptual model of the land market including institutions (Needham et al., 2010, p. 8)

Figure 1.1 is an analytical tool to structure the partial elements of institutional research into
land markets. It shows that land market outcomes should be understood through an
interplay of actors and institutions which shape the micro level of land transactions.
This thesis further elaborates on the theoretical framework by explicitly applying the
broadened scope of institutional perspectives to land market research. The deepening of
the main elements of the framework – (1) ‘laws and customs’, (2) how they shape ‘transaction
of property rights through governance structures’, (3) and how they result in ‘market
outcomes’– perfectly fit the focus of the particular institutional lenses presented earlier.
Laws and customs. A focus on formal and informal institutions that affect land markets is
not new. Various studies within the rational institutional tradition have focused on the
influence of (the mostly) individual laws or customs on, for instance, land market prices
(Perry and Robison, 2001, Snyder et al., 2007). Moreover, other authors have shown the
complexity of the institutional context of land market segments, such as the market for
agricultural land (Segeren et al., 2005). However, it remains the case that not much is
known on how institutions contribute to the heterogeneity of the bundle of property
rights that are transacted (Evans, 1995). A wide institutional focus on planning shows that
planning is more than just exogenous development control and regulatory instruments.
Instead, understanding planning in terms of formal and informal rules, instruments,
practices, and perceptions allows one to not only focus on the impact of planning, but
also on the dynamics of planning instruments themselves: referring to Adams and Tiesdell
(2012), how planning not only regulates markets, but also shapes markets, incentivises
market actors and builds collaborative capacity of its stakeholders, or as Buitelaar et al., put
it: “institutionalisation is in itself a process guided by institutions” (Buitelaar et al., 2007,
p. 894). Although such a historical institutional perspective is increasingly taken up in the
planning community (Buitelaar et al., 2007, Sorensen, 2015), it has not yet really found its
way through to land and property market research.
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Transactions of property rights through governance structures. Few studies have
focused on the social institutional aspects of governance structures through which bundles
of rights are assigned and delineated. Needham and De Kam (2004) have distinguished
the influence of three governance regimes on land transactions: markets, hierarchies,
and networks. They concluded that land transactions are not always coordinated by price.
Imposed rules and trust are regularly used as coordinating mechanisms as well. Only a
decade earlier, Healey and Barrett (1990) had already posed that, theoretically:
“[a] key issue in this task is the relationship between the strategies, interests and
actions of the various agents involved in the development process - landowners,
investors, developers, consultants, public agency planning officers, politicians and
community groups - and the organisation both of economic and political activity
and of values about land, property, building and environments which frames or
structures their decision-making” (Healey and Barrett, 1990, p.90).
Such a social institutional frame allows one to obtain the details of transaction processes
and go behind the numbers of market outcomes (Dorchester Jr, 2011). It also allows for
investigation into what value actors attach to specific neo-classical concepts such as
values, prices, and markets. Scholars in the field of land and property increasingly question
the conventional assumptions under land and property market research. They point out
the importance of including institutional and behavioural insights in market analysis
to understand why real-world outcomes deviate from commonly used model-based
predictions.
“One’s understanding of the market system is sometimes impeded by a sense of
mystery or magic about how it works. Adam Smith acknowledged as much when he
wrote, more than two hundred years ago, that market activities are coordinated by a
‘hidden hand’. In our time, the full account must describe the workings of both the
hidden hand and the many visible hands” (Lindblom, 2001, p. 3).
The connection between planning and property markets should not be understood
as linear. An increasing body of research shows that land and property market dynamics
also impact planning practices. Ownership constraints, for instance, influence the way in
which redevelopment projects are planned (cadastral planning; Adams et al., 2001), and
Buitelaar et al., (2011) have shown the influence of development-led practices in planning
led systems. An institutional lens enables one to characterise and operationalise the
complexity and mutual character of the connections and to find ways in which to define
this connection. It also allows one to ask normative questions pertaining to the complexity
and mutual character of the connection, for instance in terms of the legitimacy of public
action (Salet, 2018, Campbell and Henneberry, 2005, Campbell and Marshall, 1998).
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To conclude, this section drew attention to the various institutional frames that have been
taken up in planning and property market research in the last few decades. Interestingly,
although institutions have become more and more important in increasing our
understanding of land and property markets, the rational choice institutional frame has,
thus far, remained dominant. This is perhaps quite surprising; especially given the lively
and broad discussions that have taken place on institutions within planning theory and
the close connection between planning and land - and property markets. Broadening the
scope of the institutional approach in land and property market research shifts the focus
of understanding these markets from output and outcomes, towards how various
institutions play roles in shaping the governance processes through which property
transactions take place.
This thesis further explores and operationalises a particular part of the conceptual
framework developed by Needham et al., (2010), namely; the way in which institutions
shape land market governance and vice versa, and the way in which this defines land
market performance. The next section presents the central research question and derives
four guiding research questions.

1.3. RESEARCH QUESTIONS
Sections 1.1 and 1.2 addressed the practical and theoretical issues that have inspired
scientists and practitioners to seek a better understanding of the land market governance
and the transaction processes, instead of focusing solely on explaining land market
outcomes. To empirically investigate these governance processes will not only – in the
end – contribute to a better understanding of land market outcomes, but also provide
insights into how to optimise the functioning of land markets. This is important because
policy instruments typically impact the governance structures rather than the market
outcomes directly.
The central research question of this thesis is:
How do land market institutions interact with the governance processes through which
property rights in land are exchanged?
The theoretical model presented in Section 1.2 leads to four empirical questions that
guide the research towards meeting its research aim. These empirical questions investigate
and connect the separate elements of the model “laws and customs”, “governance
structures” and “market outcomes”. With its central aim to increase understanding of the
functioning of land markets, this thesis seeks to deepen insight of the interactions
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between institutions and the governance processes through which property rights in
land are exchanged. The research focusses on the Dutch context of public land
development. For many decades the Dutch system of public land development was
mainstream. As a consequence, both formal and informal regulations, as well as rules and
customs are highly institutionalised and embedded in Dutch local governments’ conduct.
Moreover, the relationship between land management and spatial planning has grown
very tight. Given this, the Dutch case is of particularly pertinent for researchers seeking to
deepen understanding of how the institutional context shapes land transactions, and vice
versa. Due to its long history and wide application, pressing dilemmas and changes in
institutional contexts can be well-researched and well-compared between municipalities.
Question 1 To what extent have local governments formally adapted their public land
development strategies in the recent years of economic downturn?
This question addresses two distinctive elements. The first element relates to an
exploration of the institutional (and regulatory) context of public land development in
Dutch cities. Some regulatory boundaries are set by national law, and thus apply to every
municipality. For instance, the right to spend public money (…on land acquisition) is
recorded in the Municipal Law and assigned to the city council [Budgetrecht,
Gemeentewet]. Moreover, accountancy rules regarding book values of land and profit
taking are set in the national declaration on budgeting and accounting [Besluit Begroting
en Verantwoording]. Although public land development is an intricate and complex
strategy, not so much is known about the various aspects of the instrument that
municipalities themselves formally or informally institutionalise. In terms of institutionalism,
how do they define the rules (their own rules) of the game? And what aspects do they
keep subject to discretion or informality? Dutch municipalities are not formally obliged to
set the rules of the game in land policy documents (land policy memoranda). However,
most municipalities do. Question 1 seeks to deepen existent insight into the level of institutionalisation that exists with regard to public land development.
The second aspect of this first research question relates to institutional change. The financial
and economic crises of 2008 severely hit municipalities, often due to the risks they took
in pursuing a public land development strategy. Question 1 increases our understanding
of how and why this shock resulted in municipalities changing the way they formally
institutionalised public land development strategies. What exact elements have been
changed in their own rules of the game? And perhaps most importantly, to what extent
have these changes resulted in a coherent new institutionalised context of land
management?
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Question 2 What are the key considerations to reduce legitimacy dilemmas when optimising
the effectiveness of applying private law land market interventions, such as public
land development strategies?
Following on from the first question, the second primary research question aims to
elaborate on the coherency of the institutional context and connects the institutional
context to the practice of governance structures. It again takes the case of public land
development as an example of a complicated institutional context, considering the
intertwining roles of a public body. The municipality acts as a market player, with financial
incentives, and as planning authority, seeking to optimise spatial quality. Research
question 2 explicitly addresses the theoretical concept of legitimacy. Legitimacy is a
means to operationalise the connection between the regulatory context of formal and
informal rules and the governance structures through which land transactions take place.
The concept of legitimacy offers rich and layered insight into how the institutional context
impacts actual practice (through a focus on input regulations, process regulations and
output incentives).
As the concept of legitimacy offers no ‘right’ or ‘wrong’ but focusses on various (competing)
ways to legitimise public action, it structures and objectivises ongoing political discussions
on whether direct public policy instruments should be used and helps to nuance the
prevailing state-market dichotomy. Very often, in planning literature, a slight normative
position is taken against neo-liberalism and market action. Role intertwinement, or
two-head dilemmas, in that sense, are sometimes perceived as restricting planning
practice from being successful. In order to emphasise that objective character of legitimacy
as a concept, research question 2 explicitly focusses on the perspective of public land
development officials.
Question 3 How can we explain the land prices determined in inner city land markets?
This question aims to switch focus to the level of land transactions. It tries to explain
transaction prices by unravelling the governance structure, and the process and
institutional context within which transactions take place. By doing so, it not only sheds
light on the ‘liberty’ that municipalities have in designing these governance contexts, for
instance due to vague institutionalisation of the concept of value and price, but also seeks
to identify the major determinants of how municipalities exploit/use that institutional
void. It also touches upon more social institutional issues, such as how people involved in
land transactions attach value to certain governance and process characteristics.
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Based on a social institutional framework this research question is answered by digging
deep into four cases studies of inner-city public land transaction (schemes). The social
institutional land market perspective is complemented by a thorough analysis of valuation
literature which shows a similar distinction between neo-classical and sociological
underpinnings. With its social institutional approach the chapter implicitly challenges the
idea of land prices as mere outcomes of transaction processes. It analyses whether and
how both structuring rules and regulations as well as land prices are an integrated and
interconnected part of transaction processes.
Question 4 What kind of institutional aspects (formal and informal rules) are included in the
deeds of purchase in rural land transactions? What impact do (these) institutional
aspects of rural land markets have on the prices paid for land?
This question aims to enable a full overview of the property rights that are subject to a
land transaction to be garnered. It takes a rather rational choice institutionalism approach
in unravelling the transacted good. It treats property rights as land plot amenities.
By doing so, it explores the extent to which land plots differ from each other and, on a
more profound level, questions whether land prices can be compared with each other.
Moreover, it challenges whether a rational choice perspective should be applied at all.
The deeds of purchase of land transactions show what exactly has been subject to
transaction. Traditional urban and land economics studies are based on large cadastral
data sets retrieved from generalised information from deeds of purchase. However,
those data sets do not include the richness that is in the deeds. To gather the details of
transactions requires in depth document analysis of the deeds. Research question 4 is
answered by undertaking an in depth document analysis of the deeds of purchase of rural
land transactions in three Dutch regions.
Together, the four research questions align with the central elements of the institutional
model of land markets. Although all chapters in this thesis consider the institutional
setting as a coherent set of interrelated elements, each chapter and related research
question focusses on a specific element of the model. As shown in Figure 1.2; Question 1
covers the formal institutional setting of laws and customs and explores how these
institutions change; Question 2 takes the legitimacy perspective to discover how formal
institutions relate to the governance structures; Question 3 explicitly takes the case of the
transaction contexts and its governance structures; and Question 4 links the laws and
custom to concrete land market outcomes.
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Figure 1.2 Research questions related to the conceptual model of the land market including
institutions

1.4. METHODOLOGY
1.4.1. Exploration phase
The research originated in a shared wondering (2010) of the author and the Dutch Council
for the Environment and Infrastructure2. The author co-authored an advisory report to
the Dutch national government entitled ‘Quality without Growth’ addressing the question:
how should and can environmental quality be sustained and financed without urban
growth providing municipalities with value increments through public land development?
During this exploration phase of the PhD research, and in the context of preparing
the advisory report, about 20 explorative and semi-structured interviews with private
practitioners, senior public officials (local and national governments) and theoretical
experts were conducted. Moreover, two focus group meetings contributed to the choice
and demarcation of the research questions that are central to this thesis.
The exploration phase shed light on the various elements of the entanglement of public
land development and planning practice as well as the close interconnection between
institutional contexts and land transactions. At that time public debate was guided by the
severe financial losses that municipalities faced as a consequence of the 2008 financial
crisis. However, the question addressed in the Council’s advisory report, and the interviews
and focus groups behind it, substantiated and validated the knowledge gaps already
partly identified from institutional economic literature with regard to the connection
between planning and land markets. Due to strong accountancy rules (see chapters 3 and 4),
2

During the start of the PhD research, the author worked at the Council for the Environment and Infrastructure.
Since the economic crisis, in depth insight in the functioning of the land market and the role of public land
development has been urgent. With this thesis the author(s) contributed to the original request of the Council
to gain this insight.
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book values attached to land are already quite transparent, however land transaction
prices, transaction dynamics and what is subject to land transactions remain unclear.
Moreover, the economic crisis brought the dilemmas that municipalities have in both
being responsible for spatial planning and being a land market actor to the fore. The latter
aspect of institutional change and the dilemmas of conflicting interests is subject to
further research in chapters 2 and 3 of this thesis. Regarding the former aspect, an in
depth analysis of transaction details in both inner city locations as well as in a greenfield
context are addressed in chapters 4 and 5.

1.4.2. Mixed research design
This thesis relies on a mixed research design. The point made in this thesis (see Section 1.2
of this introduction) is that the context of formal and informal institutions and actor
behaviour has an influence on the land transaction context: the story behind the transaction
price (Dorchester Jr., 2011). These “stories” are neglected in quantitative research (Yin, 2009;
Swanborn, 2010). That is why this thesis explicitly approaches the institutional land
management context in municipalities (chapters 2 and 3) and specific land transactions
(chapter 4) as case studies. Chapter 5 relies on an in-depth document analysis of deeds of
purchase of rural land. Originally intended as a qualitative research approach, this chapter
seeks to link two worlds. Based on a strongly increased qualitative insight into the rights
and liabilities that were subject to transaction it suggests a greater explanatory power of a
land use model including institutional transaction varieties. However, in doing so, it shows the
ambiguity of combining two theoretical worlds. Although the land price model presented
possesses greater explanatory power, the theoretical basis to include transaction variables,
does fundamentally not match the theoretical basis of land price modelling techniques
that are based on rationality and linearity.

1.4.3. Case selection - A focus on public land development
in the Netherlands
Land management strategies can be categorised according to their specific focus on
particular elements of the land development process (ranging from land assembly, financing,
reparcelling, the provision of infrastructure, the distribution of building plots, and exploitation/
ownership) (Van der Krabben and Tiwari, 2019). Some countries apply partial land management
models and instruments that focus on one or two elements of this process (e.g. land
assembly or provision of infrastructure). Others rely on comprehensive models in which
public authorities (or single private partners) act as land developers. The system of public
land development in the Netherlands is an example of a comprehensive public land
management system (see text box for a description of the public land development
system in the Netherlands). Especially due to the recent financial crisis, path dependencies
and the emergence of instrumental rationalities can be clearly distinguished. Compared
to other countries, that apply other, sometimes ad hoc and often partial land management
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strategies, the Dutch case sheds full light on the institutional character of the land market
and the relation between land markets and planning.
As is further discussed in Section 6.4 of this thesis, I believe the Dutch case with its intensively
institutionalised connection between land management and urban planning offers
relevant insights for an international audience, both scientifically and practically. In any
land management system, whether fully or partially private, or fully public, there is a need
to think about how such a system interacts with – and facilitates – urban planning goals
in a transparent, efficient and fair way (Hartmann and Spit, 2015). Additionally, each
planning system, whether discretional or regulatory should reflect on how practice – e.g.
financial considerations – determines rules and vice versa (Booth, 2007, Buitelaar et al.,
2011). Many international planning and land market systems show combinations of land
management strategies and compromised planning drivers (see for instance Campbell
and Henneberry, 2005). It is exactly these contexts that would benefit from a dialogue on
the connection between urban planning and land management. Such a dialogue should
focus on how to improve transparency, flexibility, and predictability and how to clearly
define the public interest. The Dutch context offers a rich history and also evidences a
recent tendency to shift away from the dominant public land management strategy.
The assumption that underpins this thesis is that the learnings are of potential high value
in a generalised context of less institutionalised land markets.

Dutch Public Land Development
Public land development is a direct government intervention in land markets (Van der
Krabben, 2011, Needham, 2007, Segeren, Needham and Groen, 2005). Through this proactive land policy, Dutch municipalities aim to steer development and capture the
unearned increase of land value, in order to finance the costs of public works (Needham,
2007). Historically, the land market for non-serviced land and for serviced land were
clearly separated. Municipalities were the only actors that purchased non-serviced
land. They did not necessarily have a monopoly on this land development, but there
were simply no other actors who were interested in servicing the land (Van der
Krabben and Jacobs, 2013). Municipalities sold the ready-to-build-on land to developers
and housing associations. Thus, in general, there are two separate land markets. There
is one for non-serviced land and one for ready-to-build-on serviced land. Non-serviced
land in urban redevelopment areas has often already been built on; in such instances,
existing buildings need to be demolished.

1

28 | Chapter 1

Within this public land development model, municipalities resemble market players.
Lefcoe (1977, p.167) pointed out the risk that “once private developers find out that land
assembly can be a very effective strategy to achieve their house building goals, local
governments lack the appropriate powers to continue their public land development
strategy efficiently”. This is what has been at stake in the Netherlands in the past
decade. Municipalities have lost their monopoly on the land market (Buitelaar, 2010).
At the same time, however, they still have their public planning goals and instruments
which provide them with a certain amount of market power. By continuing their proactive land policy, they can influence the institutional setting in which land transactions
take place (Needham, 2007). Moreover, it has become clear that the blending of public
and private roles has formed an untenable situation (Overwater, 2002).

Within the broader demarcation of the Dutch land market and public land management,
each chapter in this thesis relies on a different selection of multiple cases (cities and regions
within the Netherlands). Such multiple case studies allows one to compare findings
(Yin, 2009) from different cases in different contexts. This leads to the uncovering of surface
patterns of processes, dynamics and causal relations both within and between cases
(Huberman and Miles, 2002). The cases (ten municipalities in Chapter 2, eight municipalities in
Chapter 3, three municipalities in Chapter 4 and three regions in Chapter 5) were selected
based on the aim of exploring the variation of context variables, such as small, medium
and large municipal organisations and location in Netherlands. Moreover, willingness also
played a role in selecting the cases for chapters 2,3 and 4. Officials within municipalities in
our own (large) network, were more willing to cooperate.

1.4.4. Research methods and data collection
A mixture of research methods has been applied to collect both quantitative and
qualitative data (see Figure 1.3 for an overview). The decision to use multiple methods was
made for predominantly three reasons. First, it helps to better prepare for the actual case
study research (as is the case with a focus group and explorative cases studies in chapters 3
and 4). Second, it provides a better and more holistic understanding of the cases that are
studied to answer the research questions. Third it increases validity through explicit
(respondent) and external validation interviews (Chapter 4) and triangulation (Maxwell, 2012).
Triangulation and validation interviews are a reliable way to increase both construct -,
internal - and external validity (Yin, 2009) and deal effectively with researcher bias and
reflexivity. Such validity problems are likely to occur in qualitative research as the
researcher’s perceptions and subjectivity in data gathering and selecting can be hard to
control for. Moreover, interview settings and dynamics might have an impact on the
answers that are given by respondents or participants.
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Figure 1.3 Research methods

The individual chapters of this thesis further elaborate on the applied methodology.
However, some general comments are worth mentioning here.

Focus group and explorative case studies
As chapter 3 and 4 both address very strategic and political issues and demand detailed
information on sensitive governance processes, the actual case study interviews were
preceded by explorative (pilot) studies (Yin, 2009) and a focus group. These methods were
applied to test the openness, quality, and level of detail of the data that municipalities
could potentially provide the author with, both in interviews as well as in supplemented
documents. The focus group was explicitly used to test how participants would respond
to discussing legitimacy issues that could potentially be perceived by them as a judgment
of their behaviour. It was discovered that participants were most willing to discuss issues
when they were presented in terms of dilemmas.
Document analysis
To prepare for the interviews, as well as to enable reflection upon and embedding of the
interview findings, thorough document analyses supplemented the research. Municipal
policies (informal and formal), land policy memoranda, budgets, contracts, deeds of purchase,
planning documents, project evaluations, audit office reports were all studied to interpret
and validate research findings.
Semi-structured and structured interviews
Chapters 3 and 4 heavily rely on semi-structured and structured interviews. Interviews
were mainly held with municipal bureaucrats and managers, as well as with private and
legal companies (see Appendix B for an overview). Semi-structured interviews were
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chosen as a means to guide the interview along predefined (theoretical and empirical)
dilemmas whilst also enabling the opportunity to explore and develop new insights and
alternative directions. The structured interviews mainly served to get the details and
validate the empirical findings of the inner-city land transactions (Chapter 4).

1.5. OUTLINE OF THIS THESIS
The structure of the thesis is as follows. The guiding research questions that have been
determined in Section 1.3 serve as a basic structure of the thesis. Each chapter discusses
one research question (see Table 1.1 for an overview). Chapter 2 presents the research
that is closely connected to the sole focus on institutional context of land management.
Chapter 3 and 4 elaborate on the connections between institutions and governance
structures through which transactions take place. Chapter 5 really focusses on the
transaction level and the transaction output. Chapter 6 synthesises the answers to the
various research questions. Based on the theoretical conceptualisations and empirical
evidence it reflects on the linkages between the research questions and responds to
the central research aim. Based on this reflection several avenues for future research are
presented.
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Table 1.1 Structure of the thesis
CHAPTER
OF THIS THESIS

RESEARCH QUESTION

PUBLISHED

Chapter 2

To what extent have local
governments formally
adapted their public land
development strategies
in the recent years of
economic downturn?

Woestenburg, A. K., van der Krabben,
E., & Spit, T. J. (2018). Land policy discretion
in times of economic downturn: How local
authorities adapt to a new reality. Land Use
Policy, 77, 801-810.

What are the key
considerations to reduce
legitimacy dilemmas
when optimising the
effectiveness of applying
private law land market
interventions, such as
public land development
strategies?

Woestenburg, A., van der Krabben,
E., & Spit, T. (2019). Legitimacy dilemmas in
direct government intervention: The case
of public land development, an example
from the Netherlands. Land, 8(7), 110.

How can we explain the
land prices determined in
inner city land markets?

Woestenburg, A., van der Krabben,
E., & Spit, T. (2019). Urban regeneration and
public land development: land transaction
processes and price formation.
Town Planning Review, 90(1), 11-31.

What kind of institutional
aspects (formal and
informal rules) are
included in the deeds
of purchase in rural land
transactions? What impact
do (these) institutional
aspects of rural land
markets have on the prices
paid for land?

Woestenburg, A., van der Krabben,
E., & Spit, T. (2014). Institutions in rural
land transactions: Evidence from
the Netherlands. Journal of European
Real Estate Research, 7(2), 216-238.

Land policy discretion
in times of economic
downturn: How local
authorities adapt to a
new reality
Chapter 3
Legitimacy dilemmas
in public land
development

Chapter 4
Transaction processes
in inner-city land
markets
Chapter 5
Institutional aspects
of rural land exchange

Chapter 6
Conclusions and
avenues for future
research
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2
Land policy discretion in times of
economic downturn: How local authorities
adapt to a new reality

This chapter looks at the consequences of the recent property market boom-bust cycle from
the planners’ perspective. It takes the case of Dutch local governments and, in particular,
the instrument of public land development. The analysis focusses on the question whether
the economic downturn has given rise to a reconsideration of the intertwinement of public
and private roles inherent to public land development. The chapter sheds light on the formal
changes in land management strategies in the recent years and asks whether these formal
institutional changes result in less controversial land management, in terms of efficiency,
effectiveness, fairness and democratic legitimation. It concludes that, although at first sight
the findings suggest a paradigm shift in Dutch land management strategies, municipalities
have not sorted out robust new alternatives. Public land development creates serious path
dependencies and current changes in the regulatory space of land management are mostly
pragmatic and show lots of traces of the old model. If local authorities keep pursuing their
active, entrepreneurial, involvement in the land market in an ad-hoc manner, they face
challenges regarding how to keep control over the discretionary power. It raises serious new
dilemmas on transparency and predictability of municipal behaviour. There is a risk of ending
up in a patchwork situation where different regulatory aspects are changed inconsistently.

Published as: Woestenburg, A. K., van der Krabben, E., & Spit, T. J. (2018). Land policy
discretion in times of economic downturn: How local authorities adapt to a new reality.
Land Use Policy, 77, 801-810.
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2.1. INTRODUCTION
Well-functioning real estate and property markets are crucial safeguards to economic and
financial stability. The recent property bust and consequent downturn of real estate prices
have shown system-wide effects on welfare (Hartmann, 2015). This is one of the main
reasons why real estate markets receive a lot more attention from policymakers currently,
typically from a financial perspective at the national and international level, focusing on
stringent Loan-to-Value regulations and EU banking legislation (Hartmann, 2015). So far,
less attention has been paid to the consequences of the recent property market
boom-bust cycle from the planners’ perspective, as formulated by Ponzini (2016): “[h]ow
and to what extent have these stresses and changes affected planning activities and
knowledge?” (Ponzini, 2016, p. 1237).
This chapter looks at land use planning from this perspective. It considers what has long
since been a key element of the Dutch planning system: municipal intervention in land
markets under private law (Needham, 2007). In order to keep control over plan implementation,3 Dutch municipalities actively intervened in the land market by buying land and
selling ready-to-build-on plots to developers, after having provided services to the land
and (re)parcelling it (Van der Krabben and Jacobs, 2013). Due to this public land
development instrument, the economic downturn has had severe consequences for
municipalities that are used to hold large land banks. Deloitte Real Estate Advisory (2013)
estimated that because of the drop in land prices and postponed development projects
there had been an overall public loss of 4–6 billion euros. This financial loss is caused by
(the combination of) 1) unforeseen extra interest payments over loans, and 2) lower
income from building plots sales (due to both decreased market value of building land
and downzoning of building land owned by municipalities, but no longer needed for
development). A planning system that is known for delivering an outstanding level of
spatial quality is more than ever under pressure. Buitelaar and Bregman (2016, p. 1281)
even speak of “trembling pillars in the planners’ paradise”. The fact that local governments
have historically acted like market players not only complicates the discussion as to how
government should now stabilise (real estate) markets, it furthermore challenges
municipalities to improve the performance of their land management strategies.
The economic downturn may be perceived as a critical juncture (Sorensen, 2015) prompting
institutional change. Due to its controversial nature, intertwining public and private roles,
and its distinct advantages and drawbacks (Hartmann and Spit, 2015), the desirability of
public land development is more than ever under discussion. Land management strategies
3

Apart from this ‘quest for control’, in general land management strategies serve three main objectives: to
assure availability of building land, to make sure that the costs of public infrastructure can be (re)covered and
to capture (a part of) the unearned increment in land value (Van der Krabben and Jacobs, 2013, p.775).
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in general constitute a complex of interdependent formal regulations and informal rules
and habits (North, 1990, Buitelaar et al., 2007). Everyday practice and performance of public
land development should be set against the organisational balance of power within each
municipality. This chapter analyses to what extent local governments have formally adapted
their public land development strategy in the recent years of economic downturn and asks
whether these formal institutional changes result in less controversial land management,
in terms of efficiency, effectiveness, fairness and democratic legitimation.
Providing empirical evidence on dealing with dilemmas as a planning practitioner, this
chapter builds on a growing body of literature that emphasises the ethical elements of
planning practice and land management (Campbell and Marshall, 1998, 1999). In taking
such an perspective, it allows to analyse the different values that compete and the values
that prevail in the process of institutional change.
Certainly, the Dutch case of public land development is rather unique and quite atypical.
More or less similar models of public land development are only found in Sweden and
Finland (Valtonen et al., 2017). Why then is such analysis of interest to international planning
scholarship? The answer is threefold. Firstly, it sheds light on how municipalities regulate
themselves when they are confronted with ethical issues and dilemmas of legitimacy and
accountability. The chapter operationalises policy discretion and (self-) regulatory space in
the context of land management strategies. It explores the different dimensions and
criteria of such a regulatory space and analyses subsequent room to manoeuvre. Secondly,
it improves understanding and develops an operationalisation of institutional continuity
and change regarding a dominant and heavily debated policy instrument such as public
land development. Taking into account that, despite its highly controversial nature, public
land development has existed for many decades now, how can we understand why
certain institutional changes occur or not. Finally, the lessons learned that are presented
in this chapter are valuable for all international planners who are considering adopting
certain aspects of the public land development instrument into their own land
management strategy. Municipalities wear the public hat of spatial planners and the
private hat of land traders. The public and private interests are very much intertwined
(Hartmann and Spit, 2015), which results in obvious financial and spatial benefits but also
holds enormous risks. That is why international planners sometimes look with great envy
to the Dutch system (Ploegmakers and Woestenburg, 2015). The public land development
instrument has often been compared to other planning traditions - see for example
Lefcoe (1977), Louw et al., (2003), Needham (2007), and Van der Krabben and Jacobs (2013) to identify whether elements could be implemented elsewhere. Recently Adams and
Watkins (2014) even argued that the British planning system should learn from how the
Dutch system secures its land supply. This chapter presents how municipalities that pursue
a public land development strategy adapt to a changing context to seek for a robust land
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management strategy applicable to economic conjuncture. Moreover, the analysis shows
that public land development policy should not be seen as opposite to alternative,
more regulatory land management strategies. A hybrid configuration is possible.
The chapter is structured as follows. The next section elaborates on the dilemmas of
public land development, especially in relation to the balance of power within the
municipal organisation. This section is followed by the development of an analytical
framework, primarily based on public administration literature on regulatory change.
This framework explicitly connects the incentives to institutional and regulatory change
and the inherent dilemmas of public land development. In the subsequent section,
the analytical framework guides the results of the analysis of changes in public land
development policy within 10 municipalities. Finally, it concludes with a reflection on
changes in existing controversies.

2.2. THE REGULATORY SPACE OF PUBLIC LAND MANAGEMENT
Urban planning policies differ significantly between countries. The diversity is particularly
evident if we look at the hierarchy of planning functions that range from locality to central
government (Cullingworth, 2007). Particular regulatory hierarchies result in a certain
degree of local autonomy. Perfect autonomy is characterised by the total irrelevancy of
higher tiers of the state “both as institutions defining the arena of local autonomy and as
watchdogs over the legitimacy of local actions” (Clark, 1984 , p.196). Or as Pratchett defined it:
“freedom from central interference; freedom to effect particular outcomes and the ability
of local policy to be a reflection of local identity” (Pratchett, 2004, p.362). This tension
between central policy intervention and local autonomy is at the heart of every governance
system and policy field. The outcome of this struggle, in terms of a certain degree of
central control over particular policy issues, differs for each country and each particular
field of study (Pratchett, 2004).
The Dutch land management system shows a great deal of local autonomy4. Local
authorities do not experience total freedom from central interference, but they certainly
have great freedom to effect particular (land market) outcomes and the ability of local
policy to be a reflection of local identity. A great deal of policy discretion, however, does
not mean a total disregard of rules and regulation. For instance, though municipalities are
free to decide to invest in building land development, they must follow strict accountancy
4

It is not correct to state that the public land development model exists due to this significant local policy
discretion. The active role of the Dutch government in developing land goes way back (Needham, 2007) and
has its origins in enormous infrastructure projects and large (social) housing development schemes. These
projects could not have been developed without such an active government role.
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rules with regard to their investments in land. Significant autonomy manifests itself in
terms of a regulatory space (Lodge and Wegrich, 2012) in which formal and informal rules
define how actors should behave and relate to each other. Moreover, the concept of
regulatory space allows to distinguish the different organisational parts and actors that
‘the local authority’ as an entity consists of and how they connect to each other.
The concept of regulatory space links in with the dialogue within planning scholarship on
the comparison between discretionary and regulatory planning systems - see for instance
Allmendinger (2006), Booth (2007), and Janssen-Jansen and Woltjer (2010). Janssen-Jansen
and Woltjer (2010) indicated that the regulatory planning systems, such as is in the
Netherlands, often seek to improve responsiveness and flexibility. Discretionary systems,
instead, face the challenge of controlling the flexibility, for the sake of democratic
legitimacy and predictability. The essence of this dialogue is that the way in which the
regulatory space is being controlled and transparently being discussed determines
whether flexibility results in thoroughly deliberate situated policy making, or just ad hoc
laissez faire. A vital element to improve transparency in this respect includes well-defined
process steps to deal with situated policy making.
Regarding a system in which the public body performs market activities under private
law, this ‘regulatory space’ is especially interesting5. Local governments formally determine
their land management strategy in land policy memoranda. These policy documents
include rules imposed by the municipal council on the execution of land management
strategies by the municipal executive council (Mayor and Aldermen) and public
administrators. In fact, local governments themselves feel that there is a need to (re)
formulate their own ‘rules of the game’ in order to create a directing land management
framework. These memoranda may be perceived as a ‘municipal’s land use manual’. They
contain political choices that are made, the determination of policy discretion, additional
considerations and limiting conditions to execute public land development. Land policy
memoranda thus fulfil three main functions. Firstly, they provide a guiding framework for
the municipal authority and public administrators. Secondly, they increase transparency
on the municipal behaviour, both for land owners that may want to sell (or the opposite,
are reluctant to sell) raw land to the municipality, and for developers that want to buy
building plots from the municipality. Thirdly, they give the municipal council an instrument
to regulate, control and adjust the behaviour of the local authority. The balance between
these functions, or powers, is the outcome of political discussion and a societal field of
force. How this balance between powers works out, differs for each municipality. Moreover,
5

“The Dutch public land development model [. . .] encompasses a public developer − usually a municipality [. . .]
− who buys all the land to be developed, readjusts the parcels into forms suitable for the desired development
often many years prior to the implementation of the plan in a certain location, and sells those parcels” (Van der
Krabben and Jacobs, 2013, p. 776).
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changes in land use memoranda both reinforce or impair one of the defined functions of
this policy document and change the balance between different players within the
municipal organisation. In order to elaborate on this, we build on four dilemmas that
public land development strategies face: effectiveness, efficiency, democratic legitimacy
and fairness (Hartmann and Spit, 2015). These dilemmas will be discussed below, with
consideration to how these dilemmas follow from the particular regulatory space in the
Dutch planning system.

The formal status of land policy memoranda
In the past, many Dutch municipalities had their own land management bureau,
which was a separate part of the municipal organisation, to a large extent independent
from the municipal budgetary processes and control mechanisms. Nowadays, this is no
longer the case. Land policy is an integrated part of municipal (financial) policy cycle.
For some issues, for instance the book value of the land and the methodology on
profit- and loss-taking, very strict accountancy rules apply. However, local governments
experience discretion in determining the other aspects of land management.
In their budget and annual accounts they are obliged to include a paragraph on the
financial results and policy intentions regarding land management. However, this
paragraph is very technical. Many city councils have asked their executive councils to
deepen the paragraph in the budget and annual account in a (voluntary) land policy
memorandum. There is no exact overview of the number of municipalities that
actually have such a memorandum. But a quick scan shows that most of them have.
Form and content of the memoranda differ, as does the level of elaboration of the
land use policy.
Although developing the memorandum is voluntary, its content is binding and should
be aligned with other planning documents and municipal budgets. Some municipalities
develop extensive complementary documents, for instance on land acquisition or
value capturing. These documents as well should be carefully aligned and are binding.
Land use policy has long been known for its regulatory and financial complexity.
Recently several local and regional audit offices have suggested better control
mechanisms and improved transparency for city councils. In practice the content of
land policy memoranda is translated into the municipal budget. The accountancy
control guarantees such impact.
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The extent to which planning documents and land uses policy memoranda are
aligned is difficult to say. The Financial Relations Council (2015) suggested a closer
connection of planning policy and land use policy. Planning policy should be more in
the driving seat. Although land use policy memoranda are the result of deliberate
dialogue between the city council and the executive council, the extent to which
planning and land use policy are connected depends on whether financial or spatial
interests have driven the development of the memorandum.

2.2.1. Effectiveness
The effectiveness and performance of a planning system and spatial plans is a widely
debated topic- see for example Faludi (2000). Effectiveness depends on the consistency
between different planning instruments within the planning system. Regarding the UK
planning system, Adams stated that “simply to have a planning system without managing
the land supply is half a planning system” (Ploegmakers and Woestenburg, 2015, p. 420).
The effectiveness of a land management strategy should thus be assessed against the
planning goals that it reaches to achieve (Hartmann and Spit, 2015). The Dutch active land
policy is implementation-driven and is famous for its quick implementation periods
(Buitelaar, 2010) and for the way it makes things happen (Needham, 2007). Not only is the
availability of land consistently ensured, moreover, due to their entrepreneurial activities
on the land market it is in the municipal interest to quickly realise plans so as to minimise
interest costs. The dilemma of effectiveness thus comes down to the question of how to
handle such financial risks in terms of sufficient expertise and how to ensure immediate
decision-making of land acquisition in case there is a sudden market opportunity. The former
aspect relates to the judicial and financial expertise available within the public administration
on land valuation and investment risk assessments. The latter aspect of the time needed
to react to a market opportunity and to make an offer on a specific plot typically refers to
the balance of power between the municipal executive council and the city council.

2.2.2. Efficiency
The efficiency dilemma of land use management refers to the ease with which municipalities
can earn profits and capture planning gain in relation to the financial risks they run (Hartmann
and Spit, 2015). In the years before the economic and financial crises, municipalities have
earned a lot of money with their entrepreneurial activities on the land market (Raad voor
de leefomgeving en infrastructuur, 2014). Due to the fact that Dutch municipalities do not
have sufficient means to ‘earn’ their own money via taxes, the unearned increment of
greenfield development was a very welcome source of income. Moreover, some even
argued that most “land policy supports only plans that can produce a net benefit for the
municipality [and that] most projects that do not produce a financial benefit are stopped”
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(Needham (2007) in Hartmann and Spit, 2015, p.733). In addition, the market orientation of
the planning system comes with a price. During the past few years of economic downturn,
the financial risks that municipalities had to take in order to gain profits, turned out to be
(too) high.
How is the efficiency dilemma embedded within the municipal organisation and the
balance of power between the different municipal players? The financial aspect is typically
related to the way in which stimulating profit-making development plans are formally institutionalised and defined to be in the public interest of planning. The element of proper
risk assessment is both an accountability issue as well as a matter of expertise within
public administration.

2.2.3. Fairness
The fairness of a land policy system that relies heavily on active land management can be
assessed along its distributive effects. What type of actors benefit from the system in
place? Although the instrument of public land development has helped to achieve
significant social housing schemes and perhaps has prevented social segregation by
promoting mixed housing schemes, “consensus and negotiated agreements between
public and private stakeholders are deeply entrenched elements” of the system (Hartmann
and Spit, 2015, p.731). Various authors (Van der Krabben and Needham, 2008) argue that
the parties that benefit the most from the current system are, besides municipalities,
the big housing associations and large private developers, because they were the only
ones that were able to develop new housing in large quantities (as requested by
municipalities), and because they were able to negotiate ‘building claims’ based on
positions they held at municipal residential development locations. Changes in land
development strategies affect the fairness of the system. The question is whether such
changes are explicitly based on their distributive effects or not.

2.2.4. Democratic legitimacy
This term refers to the way in which planning decisions are embedded and assessed by
the democratically chosen city council. Moreover, it refers to consistent, transparent and
predictable policy activities. More often than not, the Dutch approach has been
characterised as pragmatic (Needham, 2007). “The achievements of Dutch planning are
often better attributed to the way in which the formal planning system has been
sidestepped” (Needham (2007) in Hartmann and Spit, 2015, p. 733). Democratic legitimacy
and transparency often turn out to be problematic.
In terms of the ‘regulatory space’ of the municipal organisation, democratic legitimacy is
typically part of the relationship between the city council and the municipal executive
council. Moreover, regarding the transparency and predictability of public policy, it affects

2

42 | Chapter 2

the relationship between the municipality as a whole and citizens, developers and other
stakeholders.

2.3. WHY CONTROVERSY AND DILEMMAS GIVE RISE
TO REGULATORY CHANGE, OR NOT...
Section 2.2 emphasised the dilemmas that inherently arise if the role of the public planner
and private market actor are intertwined. Does the economic downturn give rise to a reconsideration of the intertwinement of roles or do local authorities keep pursuing their
active, entrepreneurial, involvement in the land market? After all, Dutch planning practitioners
have lived peacefully with these dilemmas for decades. The account of this current section
is to theoretically substantiate the current observation that the dilemmas of public land
development have become oppressive due to the economic downturn. It elaborates on
the academic literature on institutional (or regulatory) change in order to better understand
why local authorities do indeed change certain formal rules regarding their own behaviour
in the ‘land market game’ and keep other parts of their regulatory space intact.
The academic literature on regulatory change - see for example Hall and Taylor (1996)
and Mahoney and Thelen (2009) - at least four different perspectives on the drivers and
direction of changes in rules and regulation. These perspectives show partial overlapping
of the four dilemmas presented earlier, but they are not to be confused with each other.
The first perspective is rather technical and straightforward. This perspective emphasises
that institutional change is to be expected if regulations no longer effectively achieve the
goals they are set up for in an efficient manner (Baldwin and Cave, 1999). Following this
rather conservative and rational view, the dilemmas of effectiveness and efficiency can be
reduced to a solely technical exercise (Peters, 2002) that results in rational decision-making
on using alternative land management strategies and/or linear adjustment and improvement
of existing strategies. The former is related to the literature on tool choice and instrumental
rationality (Peters, 2002). The latter resonates with the ideas from new institutional economic
scholarship which highlight the evolvement of institutions towards a greater efficiency
and less transaction costs (Williamson, 2000). It raises the possibility of adopting changes
within instruments themselves, next to the possibility of using alternative instruments.
Following this instrumental view, one would indeed expect changes in the way the public
land development strategy will be applied in the future. The effectiveness of the land
acquisition instrument diminishes in times of economic downturn, as the trade-off
between financial risks and spatial quality will be explicitly taken into account by local
decision-makers. The use of alternative strategies with less risks involved will be more
likely. In addition to this, the institutional economic view would lead one to expect to see
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an improved demarcation of the rights and responsibilities of each actor involved,
resulting in tighter regulation of the risks of land acquisition and the cases in which public
land development would be allowed at all.
The second perspective on regulatory change points at the importance of legislative
mandate and accountability (Baldwin and Cave, 1999). The issue of a legislative mandate
closely relates to the concept of policy discretion. It concerns the question of whether
public action is authorised by a democratic body and, subsequently, how the mandates
underpinning specific public actions have been formulated (Baldwin and Cave, 1999).
“Only in a very specific set of circumstances can officials do what they like” (Hill, 2009,
p.226) and in the remainder of the situations their choice of action is fully embedded in a
structure of rules which determines/constrains their freedom of acting. The municipal
land policy memorandum is a typical example of regulation that can potentially be used
by the municipal council to restrict the room for decisional manoeuvre (Hill, 2009).
Regulatory changes that arise from the argument of legislative mandate typically include
regulations that either restrict, explicitly assign or even extend room for decisional
manoeuvre. It has a strong connection with the possibility of situational interpretation.
In terms of land management, changes on legislative mandate might affect the room for
manoeuvre of the municipal executive council to choose freely among a different set of
tools and acquire and sell the land without any significant intervention of the city council.
But it might also tighten or loosen the specific objectives of land use policy and the
mandate for discretionary decision-making in case of conflicts. Changes within the frame
of legislative mandate typically regulate the formal relationship between the municipal
executive council and the city council.
Also related to the relationship between the municipal executive council and the city
council is the issue of accountability. Accountability is defined as “a relationship between
an actor and a forum, in which the actor has an obligation to explain and to justify his or
her conduct, the forum can pose questions and pass judgement, and the actor may face
consequences” (Bovens, 2007, p. 450). Baldwin and Cave (1999) pointed at the role of
accountability problems as a crucial driver behind changes in regulation. Regulatory
changes regarding accountability issues relate to better control and information provision.
They also might include local audit commissions and reports, which are not uncommon
in the Netherlands (and have indeed been installed in some municipalities to account for
municipal land policies). Accountability is, due to its focus on information, closely related
to the aspect of transparency and thus concerns the balance of power between the
municipality and third parties as well. Such parties might for instance be competitors on
the land market or land owners.
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Both the above perspectives still assume a great deal of (economic) rationality, mainly
concentrating on efficiency and effectiveness. Other perspectives on institutional change
and continuity have a more sociological and organisational focus, based on inter
pretations, power relations and values. “Institutional development follows a logic of
social appropriateness rather than a logic of instrumentality” (Buitelaar et al., 2007, p.898).
The third perspective on institutional and regulatory change starts from the idea that
policy instruments are not politically neutral (Peters, 2002). That is to say, the question of
whether municipalities have adopted their land management strategies to the new reality
of economic downturn is highly dependent on the political character of the instrument
of public land development. From an historical institutionalist approach institution are seen as
distributional instruments laden with power implications (Sorensen, 2015). This perspective is
closely related to the theoretical movement that points at the hypothesis that politicians
pursue their own individual ‘rational’ interests, further developed under the denominator
of ‘public choice theory’ or ‘government failure’ (Pennington, 2000). “The basic logic is that
politics is driven by the real or perceived interests of actors, and the desire of the actors
involved to utilise the political process to achieve their own ends” (Peters, 2002, p.554).
Peters argues, similar to the statement by Hodgson (1993) on power inequalities, that
“examining the interests involved in the choice of a policy instruments is a good place to
start an analysis of public policy” (Peters, 2002, p.555). Regulation, in this respect should be
seen as a product of capture and interest group politics (Lodge and Wegrich, 2012) in
which regulators come too close to the interests of those they are supposed to regulate.
This is called ‘capture theory’. Another expression of this ‘capture theory’ is the hypothesis
that regulation is a product of dominant ideas and worldviews. In terms of potential
regulatory changes in Dutch land policy memoranda one should understand this specific
perspective in terms of changes that reflect the dominant paradigm of withdrawing
governmental responsibilities. Changing spatial policy at the national level increasingly
underlines the importance of participatory planning processes. This new vision challenges
the prevailing land management instruments and the existing field of force.
The final perspective on institutional change relates to the organisational structures within
which policy instruments are embedded. Local authorities, like any other organisation, prefer
to perpetuate ways of doing business that benefits themselves. Sorensen (2015, p. 24)
brings forward the issue ‘path-interdependence’ to illustrate the complexity of political
processes and interlocking institutions. Moreover, organisations and their employees
have been learning to use specific instruments and have been investing in their optimisation.
Regulation, from this perspective is seen as a product of unintended consequences and
inevitable ‘wear-out’. “Regulatory spaces emerge in the context of legal and historical
understandings and are therefore not a result of intentional design at a particular time”
(Lodge and Wegrich, 2012, p. 34). The path dependency this creates might be one of the
reasons that public land development strategies are not given up so soon but slightly
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change over time. In terms of formal changes we might expect that they may well give
long-lasting informal practices a permanent character. Moreover, Baldwin and Cave (1999)
emphasise the importance of expertise within an organisation to behave correctly
according to the rules. Changes in land policy memoranda might indicate another model
to secure proper knowledge and expertise to execute the appropriate land management
strategies.
The account of the preceding analysis of drivers for regulatory change is not to choose a
preferred perspective in order to use in the analysis of land policy memoranda. Moreover,
the different perspectives should not be assessed in terms of right or wrong. Several
drivers will always collaboratively produce regulatory change. Sometimes the rational
effectiveness perspective will be dominant and sometimes the others. Indeed, interpreting
the land policy dilemmas in terms of drivers for regulatory change, for instance the
effectiveness dilemma fits best the rational effectiveness perspective and the fairness
dilemma has close linkages with the perspective on actor interests as driving force behind
regulatory change. However, if one links the defined land policy dilemmas point-to-point
to a particular perspective on regulatory change, that ignores the fact that drivers behind
institutional change are interlinked and will have an effect on each dilemma. This is shown
in the analytical framework, Figure 2.1.

Regulatory space

Drivers for regulatory change

Changed regulatory space

Effectiveness dilemma
Efficiency dilemma
Democratic legitimacy dilemma
Fairness dilemma

Technical
(efficiency and effectiveness)
Accountability
(legitimacy)
Government failure
(appropriateness, interestst, capture)
Institutional emmbeddness
(path dependency)

Effectiveness dilemma
Efficiency dilemma
Democratic legitimacy dilemma
Fairness dilemma

Figure 2.1 Drivers for regulatory change

The framework shows that the regulatory space of land use policy involves several
dilemmas. Due to the economic crisis these dilemmas have become oppressive and
regulatory spaces are being changed. The direction of change, however, is influenced by
interconnected drivers of regulatory change. Their collaborative effect results in a changed
regulatory space. This regulatory space inherently includes new dilemmas.
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In Section 2.4 the changes in land use memoranda are discussed. The analytical framework,
Figure 2.1 is translated into the following structure for this section, Table 2.1. Regulatory changes
are discussed per dilemma and are discussed along their relationship with perspectives
on and drivers for change. This allows to shed light on their collaborative effect.

Table 2.1 Analytical framework transferred to a structure for the empirical analysis
Perspective on change

Dilemma
Effectiveness
dilemma

Efficiency
dilemma

Democratic
legitimacy dilemma

Fairness
dilemma

Technical rationality
Accountability
Government failure
Institutional embeddedness

2.4. THE CASE OF THE NETHERLANDS
2.4.1. Methodology
For this research we have analysed the land policy memoranda of 10 Dutch municipalities.
Land policy memoranda fulfil three main functions. Firstly, they provide a guiding
framework for the local authorities and their officials. Secondly, they increase transparency
on the municipal behaviour. Thirdly, they give the municipal council an instrument to
regulate, control and adjust the behaviour of the local authority. The balance between
these functions is the result of the political and societal field of force. Potential changes
might influence, both reinforce or impair one of the functions and change the balance
between them.6 Land policy memoranda are − for our goal − a very interesting source of
information due to the fact that they contain self-imposed regulation. They give a very
good idea of how political rhetoric works its way through into formal documents. With
that it sheds light on the binding character of policy ambitions.
In order to analyse how the economic downturn has affected land management strategies,
at least two land policy memoranda were analysed per city. One dating back before the
economic downturn and one in which the effect of the crisis should be visible. The choice
6

Land policy memoranda are not the only policy documents in which the regulatory space of land
management is formally laid down. We have checked for consistency with the yearly budget and annual
accounts. Moreover, some municipalities develop partial policy documents in which they further elaborate
on specific aspects, such as accountability issues and acquisition. Land policy memoranda usually refer to
these additional policy documents. They were part of our analysis as well.
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of cities is based on location within the Netherlands, covering both parts of the country
with relative high pressure on land markets and regions in which the demand for land is
relatively low. Almost all provinces are covered. Moreover, we have chosen both larger as
well as smaller cities. Table 2.2 presents an overview of the cities and documents that were
analysed.

Table 2.2 City characteristics and their policy documents
Municipality

Province
Size /
Inhabitants

Analysed documents

Alphen aan den Rijn 108,000

South-Holland - Nota Grondbeleid 2007-2011
- Nota Grondbeleid 2011-2015
- Nota Grondbeleid 2015-2019

Amersfoort

150,000

Utrecht

- Nota Integraal Grondbeleid 2006
- Nota Grondbeleid 2014

Arnhem

148,000

Gelderland

- Nota Grondbeleid ‘Grond(ig) bezien!’ (2005)
- Herijking Grondbeleid ‘Zicht op Gegronde
Keuzes’ (2013)

Groningen

190,000

Groningen

- Nota Grondbeleid 2004
- Nota Grondbeleid 2010-2014

Kampen

52,000

Overijssel

- Nota Grondbeleid 2009
- Evaluatie Nota Grondbeleid 2009 (2012)
- Nota Grondbeleid 2015

Utrecht

340,000

Utrecht

- Aanvulling 2008 op de Nota Grondbeleid
- Nota Grondbeleid ‘Regie op goed Gronden’
(2011)

Venlo

100,400

Limburg

-

Nijmegen

164,000

Gelderland

- Kadernota Grondbeleid ‘Ontwikkeling op
goede gronden’ (2009) including changes
compared to 2005

Hulst

27,380

Zeeland

- Bouwsteden voor grond(ig) beleid (2012)
- Nota Grondbeleid 2012-2015

Delfzijl

26,000

Groningen

- Programmabegroting 2008 Delfzijl
- Grondbeleid gemeente Delfzijl 2014

Beheerverordening Ontwikkelbedrijf 2009
Nota Ontwikkelbedrijf 2008
Nota Ontwikkelbedrijf 2010
Nota Grondbedrijf 2015
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2.4.2. Changing regulatory spaces in land management strategies
Land policy memoranda typically address the regulatory space within which municipal
land management is performed. The structure of Section 2.4.2. is based on the analytical
framework presented in Section 2.3. Regulatory changes, shaped through the land policy
memoranda, are discussed per land policy dilemma (effectiveness, legitimacy, efficiency
and fairness) and analysed along the different perspectives on drivers behind institutional
change. To what extent is the dilemma formally addressed and how does it become
manifest in these self-regulatory policy documents?

2.4.2.1. Effectiveness dilemma
In Section 2.2. it was argued that the effectiveness dilemma of public land management
comes down to the level of financial risk that the municipality is willing to take, compared
to the pace in which spatial planning goals are effectively achieved. Results of the analysis
show several changes being made by municipalities in their regulatory space of land
management policy. Municipalities either choose to change their land development
strategy or choose not to do so and improve their financial risk management instead.
The city of Nijmegen addresses the issue of effectiveness in its most recent land policy
memorandum and states that due to the crisis market actors are reluctant to invest in
spatial developments. The city argues that it should take responsibility to keep the market
going by acquiring land, speed up planning processes and change the content of existing
plans towards, for example less expensive houses.
In contrast, the city of Amersfoort, for instance, in its post-crisis strategic plan ‘Amersfoort
2030’ laid down the spatial planning aim to give inhabitants and entrepreneurs room to
design and develop their environment themselves. The newly defined land management
strategy (2014) of facilitating land management − basically, it means that the municipality
will not develop land itself, but is willing to support third parties to develop land by
offering a smooth planning process − has been carefully aligned with these altered land
use goals.
Yet another strategy is followed by the city of Utrecht. Its strategy is based on the principle
that the goals that can be reached without private law intervention, should indeed be
achieved by only using statutory planning instruments. The city accepts that urban
developments might take longer this way. It should be noted that this shift is not primarily
due to changing urban development ambitions; the main reason behind this shift is that
the new coalition programme adopted a different view on the role of government within
society. This finds its way through into other aspects of government intervention as well.
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The overall finding on the dilemma of effectiveness is that, due to the economic crisis,
this dilemma has become very urgent. Financial risks have become untenable and even
by taking such high risks the planning aims were not accomplished. It seems that
municipalities have become more transparent and clear in deliberately linking planning
goals to land management strategies. All municipalities deliberately argue why they
choose to pursue a particular land use strategy. The traditional arguments that were used
in pre-crisis policy documents, being in charge of the development and ensuring a
sufficient supply of building land, seem to be no longer of crucial importance. It is not
necessarily that changing land use goals results in changing land development strategies.
What really urges institutional change is rather the acceptance of the ineffectiveness of
the instrument in times of economic crisis, together with an altering planning paradigm
towards bottom-up planning processes. However, it should be noted that a balanced land
development strategy that fits this new planning paradigm is still to be defined.

Table 2.3 Effectiveness of land management strategies
Perspectives on drivers
for institutional change

Operationalisation and changes in land policy memoranda

Technical rationality

Most municipalities discuss a deliberate choice to pursue
a particular land management strategy that fits their goals.
An explicit connection to effective policy. Some change
strategies due to changing goals, others due to ineffectiveness.
Finally, some except a slower pace of achieving goals.

Accountability
Government failure

Capture theory refers to adapting regulation to dominant world
views, such as neo-liberalism or decentralisation. Several land
use policy memoranda explicitly state that the municipality will
no longer pursue a public land development strategy because
it no longer fits the role of government in an individualistic,
decentralised and self-organising society.

Institutional embeddedness

2.4.2.2. Democratic legitimacy dilemma
The second dilemma of public land management refers to proper democratic legitimacy.
Considering this particular topic, three main regulatory changes can be observed. Firstly,
the connection between the choice of instrument and the public interest is changing.
This connection is either being made more explicitly or a change in indicated public
interest can be observed. An example of the former can be seen in the municipality of
Delfzijl. This municipality deliberately chooses to pursue a public land development
strategy in the future to keep track of the redevelopment challenge in the region-related
population decline. Regarding the latter aspect of changing definitions of the public
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interest, an interesting finding is that most municipalities officially state that profit making
is a legitimised argument for taking up a public development role. The municipality of
Utrecht, for instance, states that profitability of a particular land development is an
important criterion considering using a public development strategy. The municipality of
Nijmegen explicitly states that “if the economy improves, the money maker principle of
public land development will be applied, as it has been before” (2009, p.15). Profitability is
crucial to guarantee continuity of the public land development model and to develop
sites that show a negative business case as well. In this respect, the municipality of
Amersfoort declares that they will only pursue a public land development strategy in
the future in those cases where developments are not taken up by private developers
or inhabitants. However, the land memorandum says that such developments, primarily
concerning inner city regeneration areas with negative business cases, should be
financially covered by making profits on other locations. There are other municipalities,
for instance, the city of Venlo, that only takes up a public development role in those cases
where profits can be made.
The second theme that experiences regulatory change is accountability. The analysis
shows that all municipalities aligned their accountability requirements with the national
policy standards (Commissie BBV, 2012). However, some municipalities explicitly choose to
improve their accountability and set up rules in addition to these general standards.
These rules involve the number of accountability checks yearly, the level of detail of the
information required and the need for ‘objective’ examination by external experts. The city
of Amersfoort, for instance, explicitly chooses to present scenarios to its City Council to
improve insight in the robustness of different land investment decisions. The City Council
requires information at a very detailed level. Moreover, arguing that spatial developments
are today embedded in a multi-actor configuration, the process of land development is
subject to more explicit moments of reflection and decision-making. The same is true for
the city of Arnhem. An interesting and somewhat ambiguous finding is a very detailed
acquisition and valuation protocol that was included in the memorandum of the city of
Utrecht, despite their policy aim to shift towards a more facilitating land use strategy.
The third aspect concerns the external transparency and predictability of municipal
intervention. One of the main findings regarding the dilemma of democratic legitimacy is
that almost all municipalities intend to make less use of the public land development
strategy. However, they do not completely turn away from it. Most municipalities state
that their new default strategy is ‘situational land management’ (in Dutch ‘situationeel
grondbeleid’) or ‘tailor-made land management’ (in Dutch ‘maatwerk’). An interesting
finding is that all municipalities define this situational land management differently.
Moreover, they use different, if any, assessment methods to choose the right land
management strategy in the right situation. For instance, the city of Alphen aan den Rijn

Land policy discretion in times of economic downturn | 51

has a detailed option sheet that guides public administration through the decision
process. Criteria for choosing public development are public goods, such as infrastructure,
but also profitable developments. It is interesting, however, that the city of Alphen aan
den Rijn explicitly regulates that no public land development strategy will be pursued to
complete housing development. Other cities, for instance Delfzijl, have mapped the areas
where they intend to pursue specific land use strategies. Others, such as Amersfoort, do
not decide beforehand. “There is a range of possible public-private cooperation models.
Models might change during the process and they might also differ with each development
phase” (2014, p.12).
Regarding the dilemma of democratic legitimacy, the findings result in three main
conclusions. In general, as we have seen under the topic of ‘effectiveness’ there is an
improvement of explicit argumentation on why to pursue a specific land management
strategy. However, it is rather questionable whether profitability is a legitimate argument
to pursue a public land development strategy. This point will be elaborated further in the
discussion, Section 2.5 ‘Conclusion and Discussion’. A second overall finding is that
accountability issues are being solved more and more, due to the number of accountability
moments yearly and the level of information provided to the city council. A third overall

Table 2.4 Democratic legitimacy of land management strategies
Perspectives on drivers
for institutional change

Operationalisation and changes in land policy memoranda

Technical rationality

Most municipalities adopted a clear decision-making model
on how and when to choose for a particular land management
strategy. However, such decision-making models still involve
significant flexibility. For instance, a question municipalities have
to ask is: “do we need to take the lead?” Such a question is, of
course, highly political and has a very low guiding character.

Accountability

Several municipalities have made changes regarding
accountability, in order to improve democratic legitimacy.
Observed changes involve a higher number of accountability
moments yearly, the level of detail of required information and
required expert input.

Government failure

Regarding government failure, capture theory and the
influence of interests in regulatory change, the most relevant
finding is that there are lots of changes in defining the ‘public
interest’ legitimising a public land development strategy. Profit
maximising as a reason to pursue active involvement in the land
market tends to favour the interests of the municipality itself.

Institutional embeddedness

Building on the changing definitions of ‘public interest’, this may
be perceived as a sign of path-dependency.
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finding here is that land management strategies in general become fuzzier and the choice
between different strategies is often not transparent. Land use policy thus tends to be less
predictable in the future.

2.4.2.3. Efficiency dilemma
The efficiency dilemma comes down to a trade-off between costs, pace and risk. The efficiency
dilemma is at the core of the public land development strategy. In order to reduce costs,
and be competitive, municipalities are urged to react very quickly on the land market.
Moreover, they need to lower the costs of interest payments, so there is a need to postpone
high expenses until the very end, if possible.
Regarding the aspect of being able to react quickly to market opportunities, very often
the city council mandates the municipal executive council to strategically acquire land,
prior to formal planning ambitions and processes, without intervention of the city council.
They do this trying to prevent paying high prices to landowners that are delaying the
process when there is pressure to develop the location quickly. We do find interesting
regulatory changes regarding this very aspect of the mandate. There are some municipalities
that lower the mandate to the municipal executive council (for instance the city of
Amersfoort and Arnhem no longer use a mandate, while they used to work with EUR 2
million and EUR 3 million respectively) but we also see municipalities keeping this mandate
in place despite their changed policy ambition to shift from public land development
towards facilitating land management strategies (for example Utrecht). There are other
cities, such as Nijmegen, which explicitly state that strategic land acquisitions are the way
forward, as buying land way ahead of planning aims and procedures ensures a low land

Table 2.5 Efficiency of land management strategies
Perspectives on drivers
for institutional change

Operationalisation and changes in land policy memoranda

Technical rationality

Several municipalities take rational measures to cut costs,
maximise profits and averse risk. These measures are clearly and
transparently defined and discussed.

Accountability
Government failure
Institutional embeddedness

A major issue referring to path-dependency is the mandate to
acquire land without feedback from the city council. Several
cities do not cut back in allowing the city executive to buy land
in advance, even though their overall policy change expects
the city to not buy land at all. This inconsistency may cause
unpredictable outcomes.
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price, and thus cost reduction. Other explicit references to cost reduction were defined by
the city of Utrecht on optimising financial benefits from temporary management of real estate.

2.4.2.4. Fairness dilemma
The dilemma of fairness is much more complicated than the others to assess. While one
might argue that public land development mostly benefitted the public authorities in the
past, the shift away from the municipalities’ default strategy will benefit other actors, such
as developers and inhabitants. The question is whether specific regulatory changes are in
place to do so formally. The city of Amersfoort explicitly states in its recent land policy
memorandum (2014, p.1) that “the ball is in the city’s (inhabitants and the market) court”
and that these market initiatives will be actively stimulated and facilitated. It can be
concluded that the issue of fairness is not explicitly addressed in land policy memoranda.

Table 2.6 Fairness of land management strategies
Perspectives on drivers
for institutional change

Operationalisation and changes in land policy memoranda

Technical rationality
Accountability
Government failure

Fairness is not explicitly mentioned in land policy memoranda.
However, the shift from municipality to society refers to
the changing worldview on the role of government in society.

Institutional embeddedness

2.5. CONCLUSION AND DISCUSSION
Hartmann and Spit (2015) argued that by using a public land development model public
authorities inherently face four dilemmas. The analysis in chapter 2 elaborated on these
dilemmas and showed the rules that constitute their regulatory space. With that, it presented
the balance of power between different parts of the municipality and the way in which
the dilemmas formally manifest themselves in regulation(s). Although the dilemmas have
been known, and more or less been taken for granted for decades, they have become
oppressive due to the recent economic downturn. A window of opportunity for institutional
change (van Stigt et al., 2013)?
We conclude that, although the findings suggest a paradigm shift in Dutch land
management strategies, we do not find that municipalities have sorted out a consistent
alternative yet. The model of public land development creates serious path dependencies.
In the wording of Lodge and Wegrich (2012, p.34) “regulatory spaces emerge in the context of
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legal and historical understandings”. Of course, a lot can still happen in the future, and it
might be a bit too soon to expect municipalities to have it all sorted out, but the changes
in the regulatory space of land management strategies that we found in our analysis of
land policy memoranda are mostly pragmatic and show lots of traces of the old model.
So, the emergence of the system in the future can either be directed towards consistent
change or a return to old ways.7
The recent episode of economic downturn did not turn out to be a critical juncture, in the
sense that complete new institutions were established and major policy changes have
been applied (Sorensen, 2015). That is to say, policy statements to shift from public land
development as default option to a facilitating land management strategy in most cases
did not result in significant changes in formal regulations. The argumentation behind the
intended policy change is often rationally elaborated. High financial risks, a broadly shared
vision on the new role of government in society and the availability of alternative
instruments to (re)cover the costs of urban infrastructure are most cited arguments. So far,
these policy statements resonate with the instrumental view on institutional change.
However, what follows is what Sorensen (2015, p. 30) calls ‘layering’ and ‘conversion’.
Layering refers to the creation of new policies without eliminating the old regulations.
This happens if a number of interests is heavily involved and there is low level of discretion
in interpretation of regulations. Conversion refers to internal policy changes in terms of
implementation (and interpretation) where formal rules remain unchanged. This potentially
happens when regulations are broadly interpretable and the involved actors have weak
veto possibilities.
Both layering and conversion are the result of path dependency. The question is whether
this path dependency is problematic? The analysis shows that changes in the regulatory
space often result in various inconsistencies. A municipality, for example, chooses to be no
longer actively involved in the land market, but the city council still leaves a mandate with
the municipal executive council to strategically acquire land for several million Euros.
While such inconsistencies might be resolved in the next policy memorandum, they
might also be the result of debate between the city council and the municipal executive
council. If the latter is the case, such inconsistencies are not only non-transparent, they
prevent municipalities from developing a robust alternative strategy, halting between
two opinions.
7

It should be noted that the empirical analysis in this chapter is based on changes in formal municipal land use
documents. Actual practices might differ (slightly) from the regulatory and policy intentions that are formally
documented (see for example Lipsky (1980) on street level bureaucracy and the lack of institutionalisation
of formal regulation by practitioners). Another aspect that should be taken into account is that the focus of
this chapter is on changes of municipal land development strategies. The extent to which these changes run
parallel to substantive changes in the spatial planning goals is quite difficult to analyse, since planning aims
are updated and documented in separate policy processes following different timelines.
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Most municipalities adopt a flexible way of land management in the sense that they
choose the best strategy per situation, improving efficiency as Hartmann and Spit (2015)
suggested. Instead, this sounds like an improvement of the effectiveness, the legitimacy
and fairness of the system. Indeed, the fit of instrument and planning goal is improved,
municipalities will probably better substantiate their choice for a particular land
management strategy and there is more room for market actors to operate on the land
market and to benefit from spatial developments. However, the findings show that
municipalities shape the new regulatory space on this ‘situational’ land use policy very
differently. Some define specific areas or spatial functions for which a particular strategy
will be pursued, others present a clear decision model. However, most of them leave it
open to discussion when to use which land development strategy.
Based on the comparative literature on discretional and regulatory planning systems this
particular finding in itself indicates a critical juncture. Increased flexibility and situational
land use policy tend towards empirical planning systems (Booth, 2007) in which practice
determines rules and not the other way around.
Although such flexibility might improve the responsiveness of Dutch land use policy,
experiences with UK planning practice show that serious new dilemmas on transparency
and predictability may rise (Janssen-Jansen and Woltjer, 2010). Since municipalities state
that they will leave room for other actors, for instance local entrepreneurs and inhabitants,
to take a serious role in spatial developments, predictability of behaviour becomes more
important. Experiences from such discretionary planning systems learn that managing
flexibility in a democratic legitimate manner, requires serious focus on process conditions,
feedback mechanisms and audits. Current research findings in chapter 2 do not provide
evidence that municipalities are carefully thinking through such flexibility management.
This critical juncture is very relevant to the international audience. The Dutch search to
find a balance between more flexibility in a regulatory planning system, and developing
process requirements to led ad-hoc land management be the result of thoroughly
situated deliberation, may provide helpful lessons on how to exploit the real added value
of a public land development system.
Increased diversity between municipalities in itself is not problematic. There are many
other countries where decentralised autonomy works quite well. However, there is one
major reason why one should doubt the sustainability of developing alternative land
management strategies in the Dutch context. The Dutch financial system does not allow
municipalities to raise their own income. Their budgets come, to a large extent, from
national government. Income generated by land development has been very welcome
for many years. This institutional embeddedness is a big hurdle to really switch to an
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alternative land management strategy. Supporting this argument is the observation that
although most local governments state that they no longer pursue a public land
development strategy in those cases where other actors can achieve defined planning
goals, the ability to achieve these goals mostly relies on the financial side of the projects.
Achievable aims resonate with profitable developments. Developing profitable developments
in order to finance the developments that no other actor is able to achieve is in the public
interest. This argument is used to legitimise land market intervention. One might argue
that this has already been the case for several decades. Although we think this is true,
there is a risk in explicitly stating that it is in the public interest to publicly develop a project
if (and sometimes even only if) it is profitable. More than in the past, the search for
profitable developments might influence planning practice and urban design. This risk is,
for example, highlighted by Campbell and Marshall (2005).
The explicit (or implicit) dominance of financial arguments to choose a particular land
management strategy is in itself part of a neo-liberal worldview on planning practice.
As such, it is a significant driver for regulatory change or, in this case persistent land
management strategies. Sager (2009) points out that flexible local planning decisions
inherently have a managerial, negotiated and entrepreneurial focus. Referring to the Dutch
transition, this is not right or wrong. However, the current tendency towards a more neoliberal focussed land management system, should at least be subject to a transparent
dialogue.
Finally, and related to the concept of path dependency, it is clear that pursuing a public
land development strategy in an effective and legitimised manner requires municipalities
to have specific expertise in private law land market intervention. The ability to quickly,
and competitively, act on the land market is crucial. This requires time, effort and (knowledge)
investments. Public administration was well-equipped to deal with private law intervention
in the land market. Significant expertise was dedicated to this task. Successful public land
development heavily relies on a dedicated public administration. This raises the question
to what extent a municipality can have the expertise to pursue several land management
strategies at the same time, as will be the case with situational − ad-hoc − land management.
Due to the fact that public land management is highly demanding and needs careful
preparation, the question is whether municipalities can just perceive it as one out of
several available alternatives.
This chapter has given insight into the different parameters within the regulatory space of
municipalities to optimise and fine-tune land management strategies and deal with their
inherent dilemmas and the inherent balance of power between different actors within
the municipality. The conclusion is that, within the regulatory space of municipalities,
there are many parameters that can be influenced, either by the city council, the municipal
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executive council or public administration. There is a risk of ending up in a patchwork
situation where different regulatory aspects are changed in an inconsistent manner.
Additional research is required to further explore whether there is a way to optimise a
robust configuration of these parameters. What should an effective, efficient, democratically
legitimised and fair situational land use policy look like?

2

3
Legitimacy dilemmas in direct
government intervention:
The case of public land development,
an example from the Netherlands

Chapter 3 examines the legitimacy dilemmas that rise from local governments’ direct
policy instruments and market interventions. It takes the case of public land management
strategies. The chapter argues that current societal challenges — such as energy transition,
climate change and inclusive urban innovation — require planning practices to be more
effective. Direct government instruments such as direct market interventions have proven
to significantly reduce the implementation gap of planning practice. Looking at significant
urban challenges, municipalities worldwide could be urged to apply such direct government
instruments on a larger scale in the future. However, although direct government intervention
in markets can be very effective, it is also controversial in terms of legitimacy. It explicitly
and inevitably introduces financial incentives to the organisation of government. Balancing
these incentives against spatial planning interests unavoidably causes dilemmas. Based
on eight Dutch case studies, this chapter develops a framework to systematically spell out
the legitimacy dilemmas that stem from public market intervention. It facilitates an
explicit discussion on varying instrumental rationalities and improving the legitimacy of
public action.

Published as: Woestenburg, A., van der Krabben, E., & Spit, T. (2019). Legitimacy
dilemmas in direct government intervention: The case of public land development,
an example from the Netherlands. Land, 8(7), 110.
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3.1. INTRODUCTION
Cities worldwide face pressing societal issues, such as decarbonisation, digitisation, inclusive
urban development and climate robust design (Potjer et al., 2018, European Commission,
2018). This parallels the growing trend of decentralisation and the increasing importance
of ‘the city’ as the primary level of scale. Together these challenges defy the prevailing
powers and division of roles and responsibilities between public and private sectors
(Monstadt, 2007). This is particularly the case in urban energy transition processes.
Decisions to privatise energy, grid, and utility companies in past decades have increasingly
come under scrutiny. It is doubtful whether 'competition' as a primary coordination mechanism
will result in the required coordinated transition investments. This changing balance leads
to continuous debate and reconsideration of public interests and the set of public norms
which underly the current public-private order.
The increasing importance of cities strongly appeals to the international planning
community. Ongoing societal challenges again underline the importance of the well-
coordinated distribution of spatial functions and robust, integrated and societal based
planning content, substantiated by effective implementation instruments in order to
avoid policy implementation gaps (Hill and Hupe, 2014). It is exactly this combination of
a well-established planning process and the quest for effective implementation that
has proved to be complicated in the past (Hartmann and Spit, 2015, Campbell, 2006).
The widespread ideas of neo-liberal government and New Public Management have
pushed authors in the planning community to critically comment on the tensions that
arise between economic-political influences and normative planning theories reflecting
inclusive, integrated and collaborative planning ambitions (Mäntysalo et al., 2011, Sager,
2009). Amongst others, they point at pressing legitimacy dilemmas of government
intervention (Mäntysalo et al., 2011, Salet, 2018).
In their search for policy implementation instruments, municipalities may find direct
government instruments increasingly tempting, due to their proven effectiveness
(Adams and Watkins, 2014). However, these forms of direct government intervention
should be carefully legitimised (Leman, 2002), for at least two reasons. Firstly, direct
government instruments and market interventions do have a significant impact on
individual property rights and freedom. “[It] has special salience in a democracy because
of the fears that often exist about unbridled governmental power and the potential it
creates for infringement of citizen rights. Indeed, the real concern about direct government
is not its ineffectiveness, but its potential overzealousness, its propensity to take tasks to
excess” (Leman, 2002, p. 72). Secondly, such strong policy instruments tend to create their
own instrumental rationalities (Lascoumes and Le Gales, 2007). Consider, for instance,
the lively debate within the energy domain on the market structure of heat provision in
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cities (Lammers and Hoppe, 2019). Some cities have their own public heat company. Cities
probably chose this particular governance arrangement to provide their citizens with
sustainable energy. However, for instance, due to long term contracts with heat providers
(incineration plants) and large investments in infrastructure and expertise, cities become
less flexible in choosing alternative energy infrastructures and governance models.
For example, embarking upon innovation and transition projects that reduce energy
demand, may negatively impact their long-term contracts and the business case of public
heat companies. So, direct policy instruments can create significant side effects. Although they
might be effective in terms of implementing public policy — normative planning ambitions
to answer societal challenges and urban transitions — they will most likely increase the
tension that may exist between financial-economic rationalities and public goals.
This tension also shows that local government does not act as a single entity. Different
municipal departments (for instance planning versus finance) have their own (sometimes
conflicting) ambitions, rationalities and incentives. Due to the application of direct government
instruments with their own instrumental rationalities and dedicated departments, tensions
will become much more prominent as municipalities have to deal with them 'in-house'
as they arise between different teams and departments. This requires careful discussion
and decision making so as to not negatively impact democratic legitimacy. “There can be
contradictions and not just complementarities within, as much as between, approaches
to legitimation” (Schmidt, 2013, p. 3).
Legitimacy dilemmas cannot be avoided. However, the extent to which the application of
effective private law (land) market interventions can be part of the planning toolbox for
urban transitions, depends on the way in which municipalities deal with these tensions.
Inherent tensions should not be a reason to not adopt effective planning implementation
instruments as, for instance, proposed by Lefcoe (1977). We would rather go with
Mäntysalo et al. (2011) and Pløger (2017) in stating that these tensions should be presented
as dilemmas to be better understood and discussed in organisational 'places' that take
care of disagreement and different values. Such a standpoint resonates with ongoing
debates on different forms of democratic legitimacy such as those brought forward by
Hartmann and Spit (2015), Kang and Korthals Altes (2015), and lately in more profound
terms by Salet (2018).
The complexity and significance of the potential interplay between policy instruments
and policy aims is often overlooked. It is essential to collaboratively develop a systematical
way to better understand this interplay and thence discuss the (sometimes hidden)
conflicting values (Lascoumes and Le Gales, 2007, Korthals Altes, 2014, Van Rij and Korthals
Altes, 2010). This chapter puts central the following question: what are the key considerations
to recognise and ultimately reduce those legitimacy dilemmas that arise from the application
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and optimisation of direct government policy instruments? Chapter 3 develops an
analytical framework that characterises and interprets the dilemmas that arise in balancing
conflicting values as a consequence of applying direct government instruments. It considers
the case of the planning implementation instrument of public land development.
The strategy of public land development has long been one of the most defining, direct
and effective elements of the Dutch and also some Nordic countries’ planning systems
(Valtonen et al., 2017). However, its application bears the potential risk that planning
considerations and economic incentives will effectively militate against each other (Lefcoe,
1977, Needham, 2007).
Although the empirical analysis focuses on the Dutch situation, its relevance to
international audiences is threefold. Firstly, the Dutch case provides valuable insights as
to how to deal with the inherent tensions of conflicting values in planning practice,
strengthened by decades of experience and profound discussions on the reorientation of
the Dutch system (Woestenburg et al., 2018, Buitelaar, 2010). There are several countries
and cities that have also considered using public land development strategies (Van der
Krabben and Jacobs, 2013, Adams and Watkins, 2014). Based on the analysis presented in
this chapter, these countries could make more substantiated decisions on how to apply
such strategies. Secondly, the interaction between financial incentives and planning
values is not limited to the Dutch land use planning system and direct government
instruments. As noted earlier in this introduction, for instance, the UK system of planning
obligations has also the objective to balance financial-economic rationalities (Campbell
and Henneberry, 2005). Thirdly, the added value of the generic insights that this chapter
offers for dealing with societal challenges in the urban context is reflected upon in the
conclusion.
Chapter 3 is structured as follows. The next section presents a theoretical reflection of
relevant planning and policy theory literature, and as a result discusses various legitimacy
dilemmas. The theoretical section is followed by an elaboration of the methodological
choices which underly the case study analysis. Section 3.4 presents the empirical insights
gained from eight Dutch case studies in which cities’ public land development bureaus
have been analysed as to the dilemmas that they face and the ways in which they deal
with them. Finally, the concluding section discusses the theoretical and practical
implications of the empirical findings and suggests avenues for future research.
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3.2. A THEORETICAL FRAMEWORK
3.2.1. A framework to structure legitimacy dilemmas
All forms of government action and state intervention to structure social order need to be
carefully legitimised. Some authors regard legitimacy as just one criterium to assess public
action against (together with, for instance, effectiveness, fairness, transparency, manageability)
(Hartmann and Spit, 2015, Salamon, 2000), others regard legitimacy as the primary criterium by
which to assess the merits of public policy and action, the master criterion encompassing
many other sub criteria such as effectiveness and accountability (Baldwin et al., 2012,
Schmidt, 2013, Vincent-Jones, 2006).
The concept of legitimacy has a long history and has been applied and elaborated upon
in a wide range of disciplines including public policy, politics, organisational studies and
management (Deephouse et al., 2017). In general, legitimacy can be seen as the congruence
of an organisation, entity or behavior with social laws, norms and values. More precisely,
based on the work of Suchman (1995) it is defined as “the perceived appropriateness of an
organisation to a social system in terms of rules, values, norms, and definitions” (Deephouse
et al., 2017, p. 9) or, in the words of Meyer and Scott (1992, p. 201): “a completely legitimate
organisation would be one about which no question could be raised. [..] Perfect legitimation
is perfect theory, complete (i.e., without uncertainty) and confronted by no alternatives”.
Many authors have developed useful operationalisations of the concept of legitimacy.
A basic understanding stems from March and Olsen’s (2010) distinction between the ‘logic
of appropriateness’ and the ‘logic of consequentiality’. “Decisions [made in governance]
should be evaluated in terms of their normative content as well as their costs and benefits”
(Peters, 2015, p. 41). Related to this is Scharpf’s classification of input-based and outputbased legitimacy (Scharpf, 1999). If the appropriateness or quality of an organisation or
particular social or political order is assessed through analysing its procedural characteristics
(inclusive representation, open to public scrutiny, transparency, accountability) it is legitimised
via “input” or the logic of appropriateness. On the other hand, if it is assessed on its
problem-solving capacity, effectiveness and efficiency, it is legitimised based on “output”
or the “logic of consequentiality” (Bäckstrand, 2006, Falleth et al., 2010). This resonates with
the general distinction that is made in policy, and planning, evaluation literature between
positivist, or utilitarian, approaches and more post-positivist, deontic, normative and
ethical analyses that focus on processes and underlying values: policy evaluation as policy
learning (Howlett et al., 2009, Peters, 2015, Alexander, 2016).
Schmidt (2013) was among the first scholars to bring up a third category of legitimation,
namely throughput legitimacy, with a particular focus on what is called “the black box of
governance” (Schmidt, 2013, p. 4). Throughput legitimacy includes the quality of internal
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considerations and the interactions that occur among engaged actors. In general, terms
such as, efficacy, accountability, transparency, inclusiveness, and openness to interest
mediation are constituted throughput legitimacy. Although several authors have come
up with even more dimensions to legitimate action, the divisions between input,
throughput and output legitimacy seem to be very robust. Baldwin, Cave and Lodge, for
instance, distinguish between (i) the existence of a legislative authority or mandate for
action; (ii) the existence and appropriateness of schemes of accountability; (iii) the fairness,
accessibility and openness of procedures (due process); (iv) the degree of expertise of
regulators; and (v) the efficiency of the action or regime (Baldwin et al., 2012). Here, number
(i) clearly parallels input and appropriateness considerations, whereas numbers (ii), (iii) and
(iv) further operationalise the “black box” of throughput variables, whilst (v) equals output.
Deephouse et al. (2017) use four key dimensions: regulatory legitimacy (appliance and
conformity with formal rules and standards), pragmatic legitimacy (show adequate
performance), moral legitimacy (show fit with social values), and cultural-cognitive legitimacy
(conform to meaning of systems). Here, moral legitimacy refers to the input side, cultural-
cognitive and regulatory legitimacy refer to the throughput of governance systems,
and pragmatic legitimacy appeals to output considerations.

3.2.2. Legitimacy dilemmas
Direct public involvement introduces legitimacy dilemmas. Firstly, direct policy instruments
have their own rationality and own legitimacy considerations. In other words, their legitimacy
can be argued in terms of input, throughput and output. What we will call here “first order
dilemmas” result from inconsistencies within the legitimacy of direct government intervention
itself; for instance, through competing input and output considerations. Secondly, dilemmas
may arise if direct government legitimacy considerations (whether input, throughput or
output) compete or intervene with legitimacy considerations from other (relevant) policy
domains such as spatial planning. This is what we will call “second order dilemmas”.

3.2.2.1. First order legitimacy dilemmas
Input in general deals with participation at the start of policy processes and decisions
(Schmidt, 2013). It relates to whether different “holders” of stakes, shares and interests have
a say, whether represented in public bodies or through direct involvement and non-
parliamentarian participation (Falleth et al., 2010). Input legitimacy stems from a well-
elaborated decision to use the instrument, based on the (local) knowledge provided
by partners that may have an interest. This also touches upon the question as to whether
the same (public) service can be delivered by other (private) partners; in the case of public land
development by private landowners and developers. Is public intervention really necessary?
Another relevant aspect is whether a well-elaborated discussion on the necessity of direct
government intervention can, indeed, lead to changing decisions. In this respect,
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theoretical notions on tool choice and path dependency are interesting. Lascoumes and
Le Gales (2007) suggest instrumental rationalities may lead to path dependency in terms
of layering (Sorensen, 2015). Layering means that the use of specific policy instruments
creates a situation in which it is very hard to choose other available instruments, even if
their use would be more appropriate to the specific situation. In an earlier analysis of
public land development, the authors concluded that the choice to use public land
development is based on the fact that the municipality is not able to choose differently,
based on instrumental rationalities (Woestenburg et al., 2018).
Direct government intervention may also ensure its legitimacy through throughput
aspects, such as clear governance rules on accountability, transparency, internal rules
pertaining to mandates and discretion, and a well-equipped bureaucratic apparatus to
get the job done (Baldwin et al., 2012). Some authors point to the importance of reflexive
responsibility and institutional morality (Vincent-Jones, 2006) to ‘thicken’ throughput
legitimacy. Salet (2018) points out the importance of normative guidance through values
embedded in institutions. Institutions, as explicit and tacit public norms and values,
require continuous debate. Legitimate policy actions stem from thorough and explicit
affirmation and reaffirmation of normative guidance which is, often, hidden in institutions.
Throughput legitimacy of direct government intervention would benefit from continuous
reflection on the instrument itself and its role (and the perceptions it causes) in the
regulatory regime it comprises.
Output relates to the results of policies: public services that are actually delivered in an
efficient and effective way. If we look at direct government interventions from an outputbased perspective there are two main questions: (i) does the direct government intervention
effectively and efficiently deliver the policy aims; (ii) is the potential rationality of the
instrument effectively optimised? The significant focus of government on efficiency and
effectiveness has risen since the wave of New Public Management reforms and the
emergence of neo-liberal thoughts. This has also led to a vast amount of literature on
policy evaluation and various approaches towards monitoring, evaluation and learning
(Alexander, 2016). It should be noted that, despite the focus on effectiveness and efficiency,
still significant parts of public action remain unevaluated. Moreover, it is too simple to
suggest that if local authorities immediately acted like businesses or went even further,
that civil servants would be able to function as entrepreneurs. Firstly, public choice
scholars have increasingly pointed out that governments do not have sufficient
information and personal incentive structures to effectively correct for market failures (Hill,
2009, Pennington, 2000). Secondly, the concept of ‘soft budget constraints’ is often used
to point out the behavioral and opportunistic consequences of dealing with money (and
efficiency) in a ‘safe’ government context. There are three behavioral consequences within
organisations that face a context of softened budget constraints: (i) Attenuation of
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managerial efforts to maximise profits or to reduce costs; (ii) dulls the price responsiveness
of organisations and thereby the effect of price signals, there is less need to attend to
relative prices on the output and input sides if the difference between revenue and
expenditure is no longer critical; (iii) augment of demand for inputs, serious shortages and
overinvestment in risky ventures (Kornai et al., 2003).

3.2.2.2. Second order legitimacy dilemmas
The close link between planning and market processes has been predominantly analysed
in one direction: how does planning effect property markets (Needham, 2006)? There is
less academic literature on the opposite causal relation: to what extent do property
market processes affect planning (Campbell and Henneberry, 2005)? Here the logical
follow-up question is: to what extent do property market instruments, such as public land
development strategies, affect planning outcomes? In other words: what is there to affect,
and how can such impacts be legitimised (if at all)? This question on the intricate
connection between planning and economics challenges the often-made dichotomous
distinction between state and market; namely, to what extent is planning practice oriented
towards the market, market processes and prices?
The primary question at the input of planning processes is; to what extent are the financial-
economic consequences of plans and projects taken into account and seen as one of the
relevant ‘interests’? Campbell and Henneberry (2005) argue that many planners (in Britain)
are uninterested in price data and the planning system does not take into account price
or other economic indicators. They make the point that “the market orientation of the
planning system” (Campbell and Henneberry, 2005, p. 38) has increasingly become the
subject of analysis due to the inherent consequences of “the incorporation of a marketdriven financial calculus into the set of principles underpinning planning” (Campbell and
Henneberry, 2005, p. 54) for the professional ethos of planning scholarship. The significant
focus on economic growth is part of the neo-liberal turn in societies (Sabatier, 1986) and
is paralleled by the transformation of “planning bureaucracies of many countries in line
with principles of competitiveness, market-orientation, and economic accountability”
(Sager, 2009, p. 65). Some authors suggest that cities would benefit from an improved
consideration of economics during planning processes (Chesire and Sheppard, 2005), in
terms of optimising (tax) revenues from the specific distribution of spatial functions.
Others have researched existing land ownership structures as important input considerations
for planning (Buitelaar and Segeren, 2011, Adams et al., 2002b, Adams et al., 2001). Input
considerations closely relate to output legitimacy. Several planning authors (Peck and
Tickell, 2002, Sager, 2011) have argued that planning performance is more and more assessed
against economic indicators, such as infrastructure provision, marketing, economic growth
and so on.
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This results in two throughput aspects: (1) the role and expertise of planners; (2)
transparency and guidance on how to deal with dilemmas, conflicting values and
disagreement. Neo-liberal thinking and New Public Management is characterised by
aspects such as entrepreneurialism, depoliticization and agencification. Adams and
Tiesdell (2010, p. 187) argue that planners have to realise that they are in fact “market
actors”. Sager (2009) focused his analysis on a typical throughput aspect. Does the role
of planners change (or need to change) in order to facilitate, or compete with the
entrepreneurialism turn? Should planners move to process managers or should they
focus on advocating the technical planning interests to balance powers within their
organisations. Mäntysalo et al. (2011) suggest that planners should be the people who
enable a political debate on conflicting values.
Such openness and deliberative decision making should be based on full transparency
and information provision (Mäntysalo et al., 2011, p.2122): "[in] planning offices, conflict is
normally regarded as an obstacle and not seldom the professional response is to conceal the
conflict […]”. In other words, does the way in which municipalities deal with the inherent
dilemmas affect the acceptability of the consequent outcomes and their legitimacy?
Is balancing different logics, conflicting values and incentives sufficiently institutionalised
within the public bureaucracy and democratic processes. This is, in turn, relates to a
growing body of literature in planning theory on conflict and agonism (Pløger, 2017),
that seeks to find ways in which planning practice can better address disagreements
and conflicting values. Authors within this critical planning theory tradition see, in general,
a trend wherein cities prefer consensus-based decisions over the existence of disagreement.
That said, to different extents, authors within this theoretical strand also argue that
governments — and planning practitioners — should be much more open to ongoing
disagreements and dissensus. Some of the leading authors claim that planners should
act more as mediators and facilitators, whereas others focus on the organisation of cities
and the public planning process to improve trading between interests and improve
communication. Others are more radical and suggest that “planning should learn to live
with incompleteness, inconsistencies, and contradictions” (Pløger, 2017, p. 269).

3.2.3. Synthesis
From the relevant theoretical notions, dilemmas are summarised in Table 3.1. These dilemmas
serve as a basis to analyse the Dutch practice of ‘public land development’, presented in
Section 3.4. This direct policy instrument refers to local authorities’ practice of acquiring
land and properties (sometimes ahead of need) in order to stimulate urban (re)development
activities. Local authorities service the land, put in the infrastructure, and sell reparceled,
ready-to-build-on plots to developers. The net income from this transaction should provide
sufficient resources to cover the costs of servicing the land and putting in the infrastructure.
For many decades, this strategy has been very popular among local authorities for three
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Table 3.1 Legitimacy dilemmas

Originates in
input legitimacy
considerations

First order dilemmas

Second order dilemmas

Relevant stakes transparent before
applying direct government
intervention

Importance of financial/economic
considerations at the start of
planning processes

Liberty to decide to use other policy
instruments
Necessity to use the direct
government intervention
Originates in
throughput
legitimacy
considerations

Institutionalisation of internal and
external reflection on the normative
guidance of direct government
intervention

Role of planners as planning
experts or entrepreneurs

Originates in
output legitimacy
considerations

Optimising the financial/economic
potential of the direct government
instrument

Efficient and effective plan
development/implementation
versus spatial quality/ordering

Institutionalisation of discussing
dilemmas within the organisation

primary reasons. Firstly, it provided local governments with better control over urban
development projects. Secondly, it was used as mechanism to cover the costs of public
infrastructure expenditure and earn at least a part of the development gain. Thirdly, local
authorities could make sure that enough land was available for (re)development. Public
land development, however, is not without financial risks (Valtonen et al., 2017). That is the
main reason why the strategy is continuously under heavy debate (Woestenburg et al.,
2018, Buitelaar, 2010).

3.3. MATERIALS AND METHODS
The empirical basis of the study presented in this chapter draws from eight Dutch case
studies. The goal was to gain in-depth insights into various municipal two-heat dilemmas,
potential conflicting values and complementing considerations.
A three-step approach was used. This research started with the organisation and chairing
of an explorative expert workshop at the yearly conference of the ‘Collective of Dutch
Municipal Land Development Departments’ in September 2014. Together with 20 attendees
(municipal employees responsible for applying the public land development strategy in
their municipalities) the initial thoughts on performing an analysis of the ‘two-hat dilemma’
– the term is well-known in this regard – through the lens of legitimacy was discussed.
The outcomes of the workshop were threefold. (i) An analytical perspective on legitimacy
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could indeed shed light on the mutual interactions between conflicting incentives. For,
very often the two-hat dilemma is perceived as planning outcomes impacted by financial
considerations. The bureaucrats pointed at the dominant – and according to them
misleading – perception that the public land development department often dominates
the internal discussions. (ii) In discussing this further it became clear to all participants that the
way in which municipalities are internally organised significantly differs. This has great
impact on the openness of the dialogue between departments/Aldermen and the
organisational level at which dilemmas are being discussed. (iii) A rather fundamental
discussion took place on the question whether the two-hat dilemmas still exist in case
municipalities no longer pursue a public land development strategy, as most of them did
during the financial downturn. The participants pointed at the relevance of financial incentive
structures and how they change if municipalities only pursue a passive or facilitating land
development strategy. These outcomes of the workshop were used to create an interview
guide to be used in the third step of the research (see Appendix).
The second step consisted of a thorough document analysis of the relevant policy
documents of eight Dutch municipalities. Municipalities are (legally) obliged to reflect on
their strategic land policy decisions in the annual budget and the annual report. Moreover,
most municipalities develop a land policy memorandum in which they elaborate on
these decisions and set their own ‘rules of the game’ regarding public land development.
These documents are also subject to discussion in the local democratic council. These
documents, including the minutes of relevant discussions in the council were studied
carefully. This desk research helped to contextualise and validate the outcomes of the
in-depth interviews in step 3.
In the third step of the research the authors conducted semi-structured interviews with
the eight case study municipalities (the structure of the interviews can be found in the
Appendix). Rich – and sometimes hidden and sensitive – insights can only be obtained via
interviews with people who are directly engaged in these processes and experiencing
potential conflicts of interest. The interviewees were asked to reflect on the legitimacy
issues they dealt with in implementing a public land development strategy. As the goal of
this research was to analyse the perspective of land development experts for the choice
was to interview the director of the land development department in each municipality.
Case study research is particularly useful in “illuminat[ing] a decision or set of decisions”
(Flyvbjerg, 2006, p. 17) made under such circumstances. The cases studies conducted in
this research were mainly of an exploratory character. An exploratory approach offered
the best insights at this stage for understanding the issues at stake. The authors used an
information-oriented selection based on the strategy of securing “maximum variation
cases” (Woestenburg et al., 2019, p. 396). From earlier studies (Woestenburg et al., 2018,
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Campbell and Marshall, 1998) we learned that the type of land use strategy adopted does
not depend very much on the size of the municipal organisation or its location within the
country (i.e., high or low demand for new urban developments). Rather, it is historically
determined. However, in order to find a critical condition to determine “maximum
variation” we argued that balancing interests within municipal organisations might be
influenced by the potential profits of urban developments (location within the country
might be a good proxy to measure the “pressure” on the land market) and the size of
individual municipalities (as a proxy for informally or formally institutionalised internal
organisational rules and culture). Table 3.2 provides an indication of the variation of
the case studies according to the two criteria. An important aspect to finding cooperating
municipalities was our own networks. As the research required a significant degree of
openness on the part of the interviewees (regarding potential conflicting values within
their own organisations) and a significant level of seniority and strategic overview,
we relied on cities within our own professional networks. However, there is no reason to
expect this caused any bias in the selection of cases.

Table 3.2 Legitimacy dilemmas
Municipality Size

Location

Date

City A

Mid-size

South

27 March 2015 Interviewee 1

City B

Mid-Size

West

30 March 2015 Interviewee 2, Team members spatial
Interviewee 3 projects and land
development

City C

Big

North

8 April 2015

City D

Mid-size

Centre-west 29 April 2015

Interviewee 6

Team manager spatial
projects

City E

Big

East

Interviewee 7

Team manager land
development

City F

Small

Centre-east 24 March 2015 Interviewee 8

Team manager land
development

City G

Big

Centre

28 April 2015

Interviewee 9

Team manager land
development

City H

Small

North

28 April 2015

Interviewee 10 Team manager land
development

1 April 2015

Name

Affiliation
Team manager land
development

Interviewee 4, Team manager real
Interviewee 5 estate development and
land development
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3.4. RESULTS - EVIDENCE FROM THE NETHERLANDS, A LEGITIMACY
ASSESSMENT OF THE “TWO-HATS DILEMMAS”
This section presents the results of eight Dutch case studies. It is structured as follows.
The following sections discuss input (3.4.1.), throughput (3.4.2.) and output (3.4.3.) related
legitimacy dilemmas. In each section a clear distinction is made between first and second
order dilemmas.

3.4.1. Input legitimacy considerations and their potential dilemmas
The case studies revealed various input-related first order legitimacy dilemmas. Democratic
legitimacy in its basic form is guaranteed by the formal role of the democratic council in
the process of urban land development. According to the Local Government Act
[Gemeentewet], the councils have the formal power to approve the budget. This means
that if municipal executives do want to acquire land — and financial means accordingly
— this acquisition needs approval from their councils. However, the case studies do not
indicate the existence of profound discussions within councils on the intrinsic value of the
public land development instrument and the ways in which it either normatively shapes
the extensive role of government in urban development or perceives land ownership as
an institution. Such input legitimacy considerations resonate with three other input issues
that were often mentioned by the interviewees: the (in)flexibility to choose alternative
land development strategies, the expertise of private developers, and the competitive
advantage that municipalities have on land markets due to adjacent policy instruments.
Public land development creates serious path-dependencies which prohibit a well-
elaborated choice of land development strategies in particular cases. Due to the economic
downturn in the past decade, most municipalities have changed their primary strategies
into less financially risky ways to facilitate land development (Woestenburg et al., 2018).
However, such changes very often only resulted in a tentative decision to not acquire
additional land. Most municipalities own serious amounts of potential development land.
Interviewees 7 and 8 indicated that their particular municipalities own building land to
facilitate urban developments for at least the next 20 years. As will be further elaborated
under output legitimacy it seems to be economically unwise to facilitate other private
development partners and landowners in their urban development ambitions if that
results in a given municipality postponing development of its own land.
Adjacent policy instruments, such as pre-emption rights and the Expropriation Law provide
municipalities with instruments to facilitate their market involvement. Critically rephrased:
they provide municipalities with competitive advantage. The question highlighting
the dilemma here should be: to what extent should they fully exploit this competitive
advantage to create better outcomes? Due to their planning primacy, municipalities
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know first – and decide upon – where new urban developments will take place. In order to
secure the implementation of their plans they have the ‘first right to buy’ due to their
pre-emption rights. Moreover, municipalities dispose of the right to expropriate. The
Expropriation Law states that municipalities can buy land to develop in the public interest in
those cases where the original landowner cannot develop the land according to the new
plan. The information advantage, together with the pre-emption rights give municipalities
a competitive advantage over private developers. If they want to implement the plan
themselves, in principle they can. The interviewees suggested two main legitimacy dilemmas
here. Firstly, the crux is in the label “public interest”. Interviewees 4 and 5 stated that their
internal policy is to not use their expropriation power to implement private houses. They
want to avoid a discussion on competitive advantage. The public interest is quite fuzzy in the
case of private houses. Very often, developing private houses is a beneficial activity, which
could also be done by the private sector. Other interviewees (8,9 and 10) indicated that they
perceive integrated plan development (either or not including private houses) to be in the
public interest. Secondly, a dilemma may arise if municipalities shape spatial plans in such a
way that they better position themselves to use their instruments “in the public interest”
[pestplanologie]. The interviewees indicated that such behavior was quite common in the
past. However, they feel it is no longer politically acceptable, as private landowners nowadays
easier go to court if they feel they are treated in an unfair way. Moreover, interviewee 7
indicated that it is no longer necessary. In 2008, a change in law provided municipalities with
better instruments to recover the costs of infrastructure investments and recover parts of
the financial benefits of private developers.
The empirical evidence suggests several other ways whereby potential competitive
advantage can be gained: the redevelopment of public real estate and the exchange of
plots [ruilgrond]. Firstly, inner-city redevelopment often involves public real estate (such as
schools, libraries, service buildings). This public estate can be financially included in the
development against book value (and not market value). Relocation and redevelopment of
these public real estate buildings may often include subsidies from sectoral policy budgets.
The cities within this research indicated that such financial arrangements are indeed being
made. However, from a municipal overall budget perspective, it is not important which part
of the budget faces a loss and which part earns revenues. More and more cities, such as city
H, have an internal formal arrangement stating that public real estate will be included in
redevelopment projects valued against market value. Other cities, such as city C, have an
internal formal arrangement whereby the land management team is obliged to always
include public real estate from other sectors against book value. Experience has shown,
however, that sometimes these book values are unrealistically high and, as a result, they have
changed their formal rules. If the land management team is – for some reason – not willing
to (internally) buy the sectoral (education, health, sports…) public estate, they cannot be
obliged to do so. Sectoral policy maker can sell to market partners if they wish.
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This leads to the final questions related to the input perspective on first order legitimacy
dilemmas caused by public land development. Namely, why does local government
undertake direct intervention at all? Would a private developer have done better or, at
least, would he have done “good enough”? Also, perhaps a hidden question: to what
extent does public land development keep market expertise and creativity unexploited?
The interviewees indicated that the decision to pursue a public land development
strategy are nowadays well institutionalised, both in formal land policy memoranda as
well as in discussions in the democratic councils. This has especially been the case since
2008, due to the earlier discussed change in law. However, it seems that such decisions are
just partly based on the question: “is this a purely public task?”. Several municipalities
indicated that the significant profit potential provides a legitimate argument to pursue a
public land development strategy.
Regarding second order input dilemmas, various municipalities indicate that due to the
technical/financial complexity of (public) land management, discussions of public land
development issues in the councils are often inadequate and unsatisfactory. Interviewees
2,3,8 and 10 explicitly stated that it is a challenging task to explain land development
activities to municipal executives and the council as a whole. To some extent this is
worrying, because they see political discussions as not often touching the elements that
the civil servants would like to see discussed. Interviewee 9 stated that every time it is
challenging to determine which elements from land development processes should be
transparently discussed. Although the interviewees did not state this explicitly, it can be
concluded that within the technical and financial details of (public) land management
budget sheets, it is easy to pragmatically “hide” things. For instance, interviewee 8 stated
that, to avoid pressure in political discussions, it is wise to “defensively” estimate financial
benefits to create some margin and liberty during the process. Likewise, interviewees 4
and 5 indicated that during decades of economic growth the civil servants (and their
Alderman) had, in some ways, “bought” political independence. By providing the
municipality (and the Council) with financial benefits, political control and democratic
deliberation on the very substance of public land development and its application were
not highly prioritised.
Interviewee 6 made the argument for a macro-economic urban business case. In (re)
positioning spatial functions the economic revenues of land (selling prices) and real estate
tax should, according to this interviewee, be taken more into account. “There is lots of
financial earning potential that we do not exploit”. In his municipal organisation this
person sees that spatial planning experts are hesitant to take financial incentives into
account. This creates a controversy that would perhaps, in practice, be much smaller than
is often perceived.
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Another example of this way of reasoning came from interviewee 10. The Council for
which he works wanted to increase the share of social housing in the city. As a consequence,
the planning civil servants looked for locations where they could facilitate this political
wish. The land development team argued that social housing could be better
accommodated in those plans that promised financial profits. Lower profits were, it was
felt, politically easier to “sell” than projects facing a loss. Moreover, by adopting this course
of action no concessions had to be made with regard to the quality of public space.
This shows an alternative costs argument: positioning of spatial functions where they
provide the most financial benefits as the primary planning criterium. The interesting
thing is that the actual outcome was good in terms of the quality of public space and this
persuaded the planning experts to agree with these locational choices. According to the
interviewee, this was a good example of discussing various interests at team levels.

3.4.2. Throughput legitimacy considerations and their potential dilemmas
In general, the interviewees indicated that public land management does not lead to
accountability problems. The rules for municipalities, especially related to the book values
of acquired land and the moment when financial benefits can be monetised, were
tightened in 2012. This led to very strict moments of accountability reporting to councils.
This was the Dutch Commission on Budgeting and Accounting’s (Commissie BBV) reply
on the severe financial problems that municipalities faced due to the economic downturn,
falling real estate prices and delayed development projects.
However, in terms of throughput related first order legitimacy dilemmas, the interviewees
indicated several other issues; the institutionalisation of profit-making incentives and the
expertise necessary to apply public land development strategies in an orderly fashion.
Public land development provides municipalities with additional income (and also with
financial risks and potential losses), due to the fact that they capture the unearned land
value increment caused developing the land. Municipalities deal with this ability to
generate additional revenues in different ways. In general, civil servants of the land
management team are financed from land development benefits. Some municipalities
(interviewee 9) used to work with structural remittance which was transferred from the
land development department to the general municipal account, either formally or
informally tasked. Others (interviewee 4,5, and 10) work with incidental remittance, based
on the financial stability of the land development department. Municipalities are relatively
free to decide how they budget their land development activities and whether they
balance positive and negative financial results at the scale of individual projects or a
combined portfolio of projects.
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Interviewees 2 and 3 presented practices that the municipality used to apply. They conditioned
their statutory planning permissions to private developers. Planning permission was given if
private developers paid a contribution to the municipality to cover specific costs. In the
Netherlands, such practices have been common since the 2008 change in law; however,
the legitimate contribution is based on a list of costs that can be recouped. This particular
municipality used to bargain in order to get more money from the developers then was
formally prescribed.
With a tight coupling of organisational costs (civil servants) and the urban development
dynamics (the number of (beneficial) projects that are being developed), some cities (for
instance city B) indicated that it is a challenge to ensure that the necessary expertise is
always available to apply public land development strategies and to counter balance the
expertise of private developers. The former is especially relevant given that more and
more urban development is taking place in complex inner-city configurations, which has
evident public interest but fewer financial benefits.
Throughput related second order legitimacy dilemmas were widely recognised, especially
regarding the question how to balance competing interests within the municipal
organisation. Positioning of public land development teams within municipal organisation
is crucial. This is also true of the organisational level at which potential two-hat dilemmas
are discussed, including formal rules to deal with these dilemmas. The empirical evidence
shows that the studied case cities do not have formal rules, or rules of thumb, relating to
how to deal with two-hat dilemmas. Moreover, practices within individual municipalities
are very different from each other. One aspect which all municipalities agreed upon,
however, was that they see the land management teams, and expertise, as the driving
force within the organisation to provide entrepreneurial and financial information on
spatial decisions. They often see themselves as facilitating spatial developments, as well as
being a counterbalance to spatial planning teams. In all municipalities spatial development
projects have an integrated and multi-facetted team. The land management civil servants
are part of this team and look after the financial-economic interests. Often, they use
scenarios to confront other team members with the financial consequences of their policy
ambitions for a particular development. Interviewees indicated that their team members
often firmly negotiate within project teams, however, they also know that there are
limitations to what you can achieve financially.
An important question is: is someone within the municipal organisation really wearing two
hats? In most cities the project team discuss the trade-off between spatial and financial
optimisation. If teams do not feel comfortable, they can discuss this at a higher management
or political level. There are several ways to ‘escalate’ such issues and to ask for political
statements on any trade-offs. Some anecdotical evidence is worth mentioning here. For
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instance, interviewee 8 is the team manager of land development and is in the same unit as
the team manager for spatial planning. In principle their shared director is allowed to ask for
political statements from the Aldermen. However, the land development team manager has
a special status within the department. As a result, he is allowed to directly contact the
Aldermen in those cases where he thinks that financial considerations have not been taken
sufficiently into account by the project teams. In another city, interviewee 7 felt that his team
was significantly backed-up by a strong Alderman who was responsible for financial affairs
and land development.
Municipalities differ in how they have divided responsibilities amongst Aldermen. In some
cities, spatial planning and finance is the portfolio of one Alderman. However, in most
cities these responsibilities are separated, so as to ensure discussion within the municipal
executives. Every four years, after the elections, political responsibilities are again divided.
Interviewee 9 explicitly stated that, in those times where indeed one Alderman is wearing
two hats, it is really important to organise discussions at a civil servant level.
The question also rises as how optimising financial gains militates against procedural and
normative planning considerations, such as integrated, flexible and participatory planning.
Most interviewees agreed that integrated area planning results in high spatial quality.
However, interviewees 4 and 5 indicated that integrated planning holds the risk of private
developers going for the profitable elements and the municipality being responsible for
developing the other parts. The municipalities indicated that the practice of planning in such a
way that profitable functions are developed on public land and less profitable functions on
private plots is no longer pursued, although it was recognised that this approach had often
been used in the past. Municipalities now use the idea of ownership constraints to engage in
what they call ’cadastral planning‘ (interviewees 4,5 and 10). Plots that they think are hard to
acquire, are not taken into account when planning particular developments. Interviewee 9
indicated that he should do this a lot more in the future to avoid lengthy processes.
In terms of flexible plans some interviewees (2 and 3) indicated that they preferred fixed
plans and fixed conditions under which to perform their public land development job.
The argument behind their statement was that, according to them, this way the role division
between spatial planning rationalities and financial incentives was most transparent.
The other interviewees indicated that they preferred flexible plans that allow them to
optimise in a financial way. Another interesting finding was that the municipalities did
not see public land development as an opportunity to improve participation in planning
processes. They did not see participation as being better guaranteed with public land
development than with private developers. The interviewees pointed to the fact that
participation always costs time and money. However, “you have to organise your resistance
somewhere in the process. It is better to do that at the beginning” (interviewees 4,5 and 10).
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3.4.3. Output legitimacy considerations and their potential dilemmas
Public land management is known for its effectiveness and quick implementation periods
(Hartmann and Spit, 2015, Buitelaar, 2010). If a municipality uses its statutory planning
powers (public law) as well as its private law powers to actively intervene in the land
market by buying and selling land to achieve planning goals, it explicitly introduces
financial incentives to the process of urban planning and development. Although the
instrument is meant to facilitate planning endeavours and is closely related to planning
processes, being a market player simply introduces a direct government instrument and
visible public role that needs careful, independent, legitimisation. To simply facilitate
planning endeavours might actually result in inefficient and non-transparent use of public
money, which introduces first order legitimacy dilemmas.
All interviewees indicated that they always try to lower costs of acquiring and servicing
the land and increase revenues of selling the land. Within boundary conditions, they try to
financially optimise phasing, spatial quality and building programs. During the economic
crisis they all felt that their financial interests were better taken into account. However, the
interviewees noted differences in the ways in which finance was optimised. Most interviewees
stated that spatial quality was under pressure (for instance interviewee 8) with interviewee
10 indicating that his city always tried to use phasing and programming first, before
cutting spatial quality.
Another aspect here is the question; why should municipalities make a profit? The profits
were used to cover the losses of expensive inner-city redevelopment projects. Very often,
the latter projects were not picked up by private developers. However, the question
remains as to whether this is a legitimised way to earn money in those cases where it is not
strictly necessary to cover other spatial costs. A relevant question here is whether municipalities
should engage in strategic acquisitions (well ahead of need, without any formal spatial
plans). Such acquisitions are often cheap (with lots of financial potential), however they
create path dependency. In the end, strategic stock (and interest payments) considerations
require land development teams to develop ‘something’.
Output-related second order dilemmas were also widely acknowledged. These dilemmas,
in essence, deal with the extent to which statutory spatial planning interventions are
influenced or shaped by the fact that municipalities dispose of, and indeed use, public
land development instruments. The first level where such influence might take place is
the level of urban spatial visions (structure plan). A structure plan roughly spatially
translates sectoral claims and ambitions. The plan includes a determination of the
potential development area and an indication of where spatial functions will be located in
the future. Almost all municipalities that were interviewed indicated that the land
development team is heavily involved in the policy making phase of developing a
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structure plan for three reasons: (i) (in an instrumental way) to directly anticipate location
decisions made and see whether land acquisitions should be started, and whether
pre-emption rights should be posed or infrastructure costs captured in a different manner;
(ii) (in a knowledge provision role) to assess whether acquisition risks would arise and
eventually suggest other spatial/locational choices based on property structures and
potential ownership constraints; (iii) (in an economical way) to steer locational decisions
and building volumes. Interviewee 9, for instance, indicated that office space was primarily
located upon municipal strategic land plots. This practice became more pressing during
the economic downturn (2008–2016). The building programs and planned developments
that took place during these years were reconsidered and downsized. Several municipalities
(interviewees 1,2,3,7,8 and 9) indicated explicitly that the slogan “own land first” was used.
They allowed implementing plans and consequent sale of their own land and downsized
or cancelled development plans on privately owned land (even though the private land
plots were sometimes spatially better positioned). Most cities indicated that accepting
developments from private developers (although, during these times there were very few),
would have explicitly resulted in undesirable competition. However, some municipalities
(interviewees 4,5 and 10) indicated that in times of downturn their cities also wanted to
formally separate the statutory planning and land development roles: “if an initiative of a
private partner fitted the structure plan or overall sectoral programs, we will change
land-use plans, even if we have our own (to be developed) land adjacent to the private
plots.” Despite this statement interviewees 4 and 5 indicated that the land development
team is often searching to increase revenues from publicly owned land and (re)develop
those strategic municipal land plots that are currently ‘earning’ too little money. An
alternative to developing publicly owned land is to lease such land. Interviewee 9 indicated
that his Council preferred leasing over selling strategic plots that no longer fitted the
reprogrammed urban development vision. The Council argued that their continued land
ownership could be of benefit in the future, even though this was estimated to be only
in the very long term.
Interviewee 7 stated that, due to public reforms, his land development team was no longer
logically involved in the strategic urban planning policy making phase as consequence of
positioning in the implementation department. According to this interviewee it, again,
required extra effort to build the internal networks and confidence needed to be invited
to the strategic policy making ‘tables’.
There are several examples of cities that use the financial opportunities of land development
strategies to pursue spatial aims. For instance, interviewee 1 indicated that his city lowered
the selling price of industrial land to improve the attractiveness of the site for industrial
companies. In contrast, interviewee 8 spoke of an example in which the economic
department was asking to lower the land price for an industrial plot to facilitate and
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persuade a company to move to the city. However, the land development team wanted
to earn more money from that particular plot and hesitated in lowering the price.
This stimulated a discussion on the importance of public land development strategies as
a facilitating instrument.
Dutch municipalities got used to setting high spatial and sectoral ambitions due to the
fact that they disposed of the instrument of public land development. The first argument
is that in the past Dutch municipalities earned significant amounts of money by capturing
land value increases. This money was either invested in the project itself to improve spatial
and architectural quality, or it was used to recover the costs of infrastructure investments,
or it was used to increase the general income of the municipality. Dutch municipalities got
used to this cashflow and raised their (spatial and sectoral) ambitions accordingly. The
second argument is that the new Spatial Planning Act (2008) provided municipalities with
an instrument to better recover infrastructure costs without using their public land
development strategies. However, this current Spatial Planning Act does not fully support
municipalities in their endeavors to force private developers to develop spatial plans in an
integrated, holistic and sustainable way. Municipalities still want to keep orchestrating
spatial developments via public land development, despite the fact that they now have
disposal of alternative instruments to recover public infrastructure costs. Setting high
ambitions, in terms of sustainability and sectoral integration, would still legitimise active
public interventions.
Interviewee 7 illustrated the existence of high sectoral ambitions. He reported that policy
domains such as ‘education’ pose high ambitions upon land development teams. This is
especially true in those cases where new sectoral public real estate is built (schools, other
public service buildings), and the old plots can be (re)developed by the land development
team. Often the sectoral policy departments set high and expensive ambitions for their
new locations and expect the land development team to earn significant money by
redeveloping the old plots. Another example was given by interviewees 4,5 and 8: they
noted that even in those cases where the land management team and the city executives
were hesitant to acquire land (due to the crisis) the city council still had high hopes of the
instrument and suggested that the city’s executive should acquire specific plots.
Based on their financial rationalities, all interviewees indicated that they do not like
“improper” subsidies from the land management team to implement municipal ambitions.
For instance, interviewees 4 and 5 said they were very keen on budget neutrality in their
strategic land stock. Temporary spatial uses and functions (often supported from social or
economic policy domains) should pay market rents. The team does not allow for “implicit
land subsidies from our team”. The question here is; to what extent should public owned
land — and public land development — be instrumental to sectoral policy aims (such as
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stimulating societal initiatives), instead of pursuing a strictly financial-economical strategy?
Commenting further, interviewee 9 was very clear on the role of implicit subsidies from
land development and noted, for instance, that they pay for additional sustainability
measures. Indeed, according to the land management team such additional measures
should be paid by direct subsidies from the City Council. Furthermore, interviewee 8
stated that “we do not give presents to the spatial planning department”, whilst
interviewee 7 explicitly broadened ‘improper subsidies’ to include investments such as
infrastructure (related to integrated area development) in land development exploitation:
“such investments should be paid at once by the City Council to avoid lengthy financial
pressure on the area development”.
Sometimes the land development teams did not feel backed-up politically. Due to the
fact that individual councils have the right to provide credit, some interviewees indicated
that their councils were only ‘awake’ to those cases in which a project loss is anticipated.
According to interviewees 1, 4,5,6,7 and 10, too much money was given away to spatial
quality simply because there was enough money and the interviewees did not feel
back-up for their financial arguments. Less profit is not the same as facing a loss. The
strategy of interviewee 7 was to budget the revenues of every project at zero (eventual
profits were booked as payments to the general municipal account). This way he urged
his Council to discuss decisions with financial consequences. Interviewee 10 indicated
that he tried to explain that the profits of one project were meant to cover the losses of
other projects. However, he stated that the Executives and the Council found it hard
to understand that, ultimately, land development practice had to be budget neutral.
Currently, he is moving to the strategy of interviewee 7. It follows, that if the Council
wants to redevelop an expensive plot within the city, the money should come from the
general municipal account. There would be, he noted, no balancing of project budgets
within the land development department anymore.

3.5. CONCLUDING REFLECTIONS
Urban challenges, such as decarbonisation, climate adaptation, accessibility and social
inclusion, are affecting an increasing number of people and are difficult to address without
government interventions. Chapter 3 started by stating that municipalities, in their search
for effective policy implementation instruments in order to deal with these pressing
societal challenges, may find direct government instruments that support appropriate
planning practices increasingly tempting. The central question addressed here is: what are
the key considerations to recognise and ultimately reduce the legitimacy dilemmas that
arise from the application and optimisation of direct government policy instruments? We
conclude by providing an answer to this question that is fourfold. Firstly, “what is an
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appropriate public role in planning in order to realise the public interest?”, (Van der
Krabben and Jacobs, 2013, p. 782) asked themselves. The analysis in this chapter offers a
way to assess, operationalise and openly discuss the “appropriateness” of direct
government intervention as an explicit “public role” to realise the public interest. Urban
and social challenges require profound stakeholder support (input), intensive cooperation
between urban domains (throughput) and vast amounts of public/private investments
and effective plan implementation (output). In terms of the public interest, there should
be a careful combination of dialogic rationales (related to input), as well as normative
guidance on planning content and domain integration (related to throughput), and a
utilitarian approach towards effectiveness and efficiency (Alexander, 2016). As the public
interest becomes more integrative and complex, the appropriateness of public
intervention can no longer be answered with a simple “yes” or “no”. The concept of
‘legitimacy’ offers a nuanced way to discuss dilemmas of appropriateness of public action
that evidently arise. It provides a framework to have a dialogue on “the ill-defined quality
of the problems which confront planners and the multiple interests affected [which] lead
to tensions and dilemmas as to the most appropriate choice of actions or values to
endorse” (Vincent-Jones, 2006, p. 117). Using legitimacy as an overall concept, as discussed
by Vincent-Jones, allows to determine the intricate connections and inherent
contradictions between the various elements. In particular, the analysis shows the close
link between input and output legitimacy. Important (first order) output legitimacy
considerations, such as the potential to financially optimise with direct government
instruments, should be a crucial input consideration, such as a thorough assessment of
the financial stakes, to secure second order input legitimacy issues. It is not a matter of
choosing just one legitimacy aspect to legitimise public action.
Second, the proposed assessment of legitimacy dilemmas is very relevant in an international
context. It is a good starting point to further analyse how different national regulatory
frameworks differ from each other, and — more importantly — where they increasingly
align and show similarities. With that, the research builds on the growing body of research
that explicitly points at the fundamental differences between discretionary, regulatory
and hybrid planning systems, in a comparative way (Hartmann and Spit, 2015). Regulatory
regimes, such as in France, Germany and Scandinavian countries in general show more
legal certainty than discretionary systems, such as in Britain and the US. Due to its policy
discretion, some authors point at the market orientation of the British planning system
(Campbell and Henneberry, 2005). The Dutch system, although based on strong regulatory
pillars, shows with its dominant public land development strategy great similarities with
the market orientation of discretionary systems. The framework of legitimacy, presented
in this chapter, provides a comprehensive basis to further assess the various elements
within planning systems. Moreover, with its focus on dilemmas it allows to open up the
black box of hybrid systems and see how mixing elements may conflict with each other.
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With that, legitimacy (dilemmas) can be seen as an overarching framework that not only
focusses on specific policy evaluation elements (for instance legal certainty, flexibility,
effectiveness, etc.).
Thirdly, the empirical analysis shows that major path dependency issues complicate
legitimised public action and further entangle the levels (input, throughput, output) of
legitimacy. Having vast amounts of development land in stock tends to secure not only
first order output legitimacy (effective financial results) but also second order output
legitimacy, in terms of a well implemented spatial plan. However, it seriously influences a
municipality’s liberty to decide to not use public land development in specific cases or to
leave certain projects to the market. Moreover, the evidence shows that in times of
economic downturn (and downsizing development programs), it would financially be
unwise, and even unwanted, to focus too much on input considerations and let equal
treatment of public and private land ownership prevail. The empirical evidence shows
that various municipalities use the public land development instrument first and foremost
in inner-city regeneration areas where private partners are unable to financially handle
land acquisition and development. This is a well-legitimised argument, both in terms of
input and output. However, the money that they need to buy the land often comes from
sites that can also be done by private developers. The argument goes that making profits
is in the public interests, because it provides the municipality with the ability to financially
handle expensive inner-city projects.
Fourthly, thanks to years of good and bad experiences, and several changes in the law,
throughput legitimacy of public land development seems to be well-institutionalised in
terms of transparency and accountability. However, it is these technical and detailed
‘control’ focus that prohibits policy makers and decision makers to continuously reflect on
the underlying values, dilemmas and guidance that inherently accompany the application
of direct policy instruments. Throughput may obfuscate input.

3

4
Transaction processes in
inner-city land markets

This chapter aims to contribute to the understanding of land markets and sheds light on a
specific element of the process through which land is traded, namely the formation of land
transaction prices. It argues that the specific features of inner-city land markets and public
involvement in particular, adds to the social and institutional character of land markets.
The chapter explores the extent to which this affects the way land transaction processes impact
the transaction price.

Published as: Woestenburg, A., van der Krabben, E., & Spit, T. (2019). Urban regeneration
and public land development: land transaction processes and price formation. Town
Planning Review, 90(1), 11-31.
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4.1. INTRODUCTION
Successful redevelopment of deteriorated neighbourhoods and urban sites is a challenging
task for many countries (Adams et al., 2002b, Buitelaar and Segeren, 2011, Guy et al., 2002).
This is, among other factors, due to the interaction between land and property markets
on the one hand and land-use planning on the other. A better understanding of this
interaction is relevant to the planning community (D’Arcy and Keogh, 1997, p. 702). The
duration of land and property transaction processes, as well as the outcomes of such
processes – i.e. the transaction price or additional contractual agreements (Woestenburg
et al., 2014) – influence the efficiency and effectiveness of the implementation of land-use
and urban-development plans. For instance, lengthy land-transaction processes delay the
implementation of land-use plans; additional contractual arrangements may have an
influence on what can and cannot be built on a particular plot and the transaction price
influences the business case of a developer, resulting in requests for changes in the quality,
density and connectivity of the plan. Understanding the process of land transactions
increases sensitivity to such impacts. The implementation of land-use and urban-
development plans inherently has to deal with ownership constraints, institutional
arrangements and unexpected price dynamics. This requires flexibility. Understanding
land-market dynamics can improve this flexibility and results in adaptive, efficient and
effective planning.
This chapter aims to contribute to an understanding of the processes that shape land and
property markets. It sheds light on a specific element of the land market: transaction
prices. It seeks to explain the prices determined in inner-city land markets. This specific
focus originates from four characteristics of land prices that are of particular interest.
First, land acquisition costs are among the first costs to be made in the development
process and are a significant part of the total costs of urban regeneration (Buitelaar and
Witte, 2011, Van Hoek et al., 2010). Second, acquisition prices relate to the residual land
value in projected use, which is theoretically assumed to be the ultimate result of the
development process and is therefore not exactly known at the moment of acquisition.
How exactly does the valuation take place? Third, the two former aspects relate to the
debate on the effect of urban change on urban land values in general (Adair et al., 2005).
Fourth, in many countries, such as Finland, France, Germany, the Netherlands and Sweden,
local governments shape the land market through their active role as buyers and sellers
of land (Adams and Watkins, 2014). Governments take up a proactive role in urban
redevelopment projects in order to stimulate market activity (McNamara, 1993) or to
overcome ownership constraints by using public land-development strategies, including
compulsory-purchase power and other legal tools (Van der Krabben and Jacobs, 2013).
Local governments acquire land and properties in order to demolish the buildings, service
and re-parcel the land, and sell it to private developers or future users (see Section 4.3
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‘Urban land markets in the Netherlands’). Direct involvement of governments in markets
challenges the application of general economic market principles to understand the
functioning of these markets, as they are put in a different perspective and are
complemented or sometimes even eclipsed by political considerations (Needham, 1992)
and instrumental rationalities (Korthals Altes, 2014).
Not much is known about how municipalities make use of reference values, for example
those prescribed by specific legislation such as the Expropriation Law, to determine their
strategies on the land market and how this ultimately affects the transaction price. The
challenge is to take account of the abnormality (Alexander, 2014, p. 533) and complexities
of these markets. This chapter investigates the case of municipal land acquisition in the
Dutch context of public land development for inner-city regeneration projects and
explores to what extent market complexities and process characteristics affect the way in
which the very concept of price is dealt with. Scholars have emphasised the specificity of
land as a commodity due to its absolute location, limited supply, potential as investment
asset, infrequency of trading and susceptibility to externalities and high transaction costs
(Alexander, 2016, Evans, 1995). Others have shown the heterogeneity of land transactions
due to many additional buyer–seller arrangements that are made (Woestenburg et al.,
2014) and different bundles of property rights that are transacted (Woestenburg et al.,
2014, Adams et al., 2001). The valuation of land in the case of urban transformation projects
becomes even more complicated, because the transaction often involves both land and
(derelict) property (Hendriks, 2005, Özdilek, 2012), which results in reduced comparability
and extra costs for necessary demolition and sanitation.
Moreover, behavioural characteristics and rationalities of both buyers and sellers account
for significant diversity among land transactions and may thus add to complexity and
heterogeneity as well (Adams et al., 2012, Guy et al., 2002, Holtslag-Broekhof et al., 2014).
These complexities prevent us from relying on an exogenous well-functioning market
mechanism to explain land-transaction prices. Some even question “whether an inner city
land ‘market’ exists at all” (Adams et al., 1985, p. 172). This line of argumentation resonates
with socio-economic literature that “problematises” economic concepts, such as price
and value (Smith, 2011, p. 248), and searches for their situational specific translation and
interpretation.
The chapter is built up as follows. The next section discusses the theoretical standpoints
taken, resulting in a conceptual model that is used in the case-study analysis. This section
is followed by an elaboration on public land management. The next section presents the
results of a qualitative, in-depth analysis of four cases of public land acquisition. The chapter
concludes with overall conclusions and suggestions for further research.
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4.2. THEORETICAL STANDPOINT AND CONCEPTUAL MODEL
Section 4.2 explores the institutional character and social construction of land markets.
It establishes a link between the land- and property-market literature and the body of
knowledge on valuation practices. This link allows for the development of three
explanatory propositions on how land-market processes result in transaction prices. The
propositions guide the analysis of the case-study research presented in this chapter.
Moreover, they allow us to reflect on the relevance of land-market outcomes for urban
redevelopment processes and planning scholarship.

4.2.1. Land markets as institutional and social constructs
Within the academic field of land economics, land prices have been extensively researched
as being one of the most important land-market outcomes (Chesire and Sheppard, 1995,
Ma and Swinton, 2012, Snyder et al., 2007). Land economics increasingly adopts an
institutional economic view on markets. Such institutional variables include, for example,
the influence of planning constraints (Pollakowski and Wachter, 1990, Quigley and
Rosenthal, 2005) or the role of specific laws, tax policy measures (Beekmans et al., 2014,
Bramley, 1993) and formal rules, rights and liabilities that are subject to land transactions
(Woestenburg et al., 2014). Others have tried to incorporate more dynamic actor-specific
characteristics in their property-market models – concepts such as opportunistic
behaviour, anchoring (Scott and Lizieri, 2012) or alternative rationalities, as might be the
case in family transactions (Woestenburg et al., 2014).
Most of the studies mentioned above concern quantitative analyses of the impact of
institutions on land prices. Their perception of the functioning of markets is inherently limited
due to modelling limitations. For reasons of proper quantitative analysis, a well-functioning
market is often taken for granted. Challenging this assumption would hamper the validity
of the analysis. From an institutional perspective the focus is on the link between market
processes and market outcomes. Although this focus on processes, rather than outcomes,
allows us to perceive land transactions as unique and situationally constructed, the question is,
how can we again simplify situational diversity without “sacrificing too much in the
richness” (Marsh and Gibb, 2011, p. 217)? Several scholars have analysed these mechanisms
with respect to land- and property-market processes, pointing to the importance of
integrating the social and economic aspects of the functioning of markets (Guy and
Henneberry, 2000) and the ways in which economic forces and political considerations
shape the range of values within which prices will be established (Needham, 1992).
For example, D’Arcy and Keogh (1997) and Evans (1995) have tried to operationalise the
influence of market inefficiencies in terms of the time that a plot of land or other property
is actually ‘on the market’. The length of this period indicates the ease with which demand
and supply react to each other. Adams et al. (1985) have demonstrated the role that
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appraisers and valuation practices have on the price dynamics of vacant inner-city land
and how these practices prevent prices from adjusting to a new balance in supply and
demand. Others have focused on the influence of uncertainty on land values (Leishman
et al., 2000), on the speed at which land is being developed (Adams et al., 2009) or on
actually revealed decision-making rationalities. Ploegmakers et al. (2013) found that
municipal decisions on the supply of land for industrial use depend not only on market
prices, but also on political considerations.
An increasing body of literature tries to open up the richness of land transactions and
land-market processes. It applies qualitative analyses to land markets. Authors in this field
have explored the behavioural characteristics and preferences of actors involved in landand property-market processes and the way these actors interact with formal and informal
rules that shape the room for decision making. Markets within this particular framework
are no longer seen in positivist terms as distinct identities, but rather as social constructs
(Adams and Tiesdell, 2010). This particular perception is well embedded within postmodern
and post-structuralist ways of thinking about planning (Allmendinger, 2002) in which the
meaning of concepts such as ‘markets’ is situational and actor-dependent. Actors attach
meaning and significance to economic concepts such as markets, goods, efficiency,
values and prices. The interaction between these concepts and human behaviour and
perception is increasingly subject to research (Caliskan and Callon, 2009, Caliskan and
Callon, 2010). Others have focused on the variety of actor strategies (Adams et al., 2001,
Holtslag-Broekhof et al., 2014) and their rationalities (Healey, 1991, Healey, 1992, Healey and
Barrett, 1990) and relationships (Adams et al., 2012). Some even posit that people try to
‘perform’ land and property markets in an economic way (Smith et al., 2006).

4.2.2. Multiple-value context
How does such an institutional and social view of the richness of land-market processes help
us to better understand transaction prices? We need an extra step to guide our analysis here.
The section below links the institutional and social perspectives on land markets with the
body of literature on valuation and the interaction between prices and values.
Following the economic logic of efficient markets and rationally acting agents, one would
expect the transaction price of land and real estate to “reflect all the new-value affecting
information” (Wyman et al., 2011, p. 342). This ability to capitalise information is an important
prerequisite for efficiency in markets (Evans, 1995). Theoretically, the transaction price
should be similar to a land plot’s market value. However, even within the neo-classical
tradition of land economics, there is a strong debate whether it is better to model
appraised market values or actual sales prices - see for example Ma and Swinton (2012).
This debate indicates that land transaction prices do not always equal market values
(Clark, 1996, McParland et al., 2000, p. 93). However, the question is whether market value
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and transaction price are just two different market outcomes or whether there is some
kind of reciprocal relation between price and value. In other words, what role do these
two economic concepts play during the land transaction process?
Given that transaction prices deviate from their corresponding market values, a clear
definition and demarcation of price and value are crucial in land and real-estate economics
(McParland et al., 2000, Özdilek, 2010). In practice the two concepts have usually been
confused (Clark, 1996, Dorchester Jr, 2011). Land or real-estate market value is defined by
the International Valuation Standards Council (IVSC) as the estimated amount for which a
property should exchange on the date of valuation between a willing buyer and a willing
seller in an arm’s-length transaction after proper marketing wherein the parties had each
acted knowledgeably, prudently, and without compulsion.
Or, as Crosby argued on the difference between value and price, “market value is an
attempt to determine the best price reasonably expected in the current market, whether
or not this represents intrinsic worth” (McParland et al., 2000, p. 94). At first sight, the
definitions of market value mentioned above seem pretty straightforward. And in practice,
independent valuations are often readily accepted (Mooya, 2009) and institutionalised
and regulated in all kinds of national and decentralised legislation. As is also the case with
land economics literature, a significant part of the valuation profession is well embedded
within the neoclassical efficient-market paradigm (Mooya, 2009). In a positivist approach,
the (market) value of a specific property is held to be independent of the valuers’ beliefs,
and the valuers regard themselves as “dispassionate observers” (Mooya, 2009, p. 690).
Smith et al. (2006, p. 87), have shown that valuers sometimes even regard themselves as
performing a scientific job. However, there are three aspects of market values that
challenge this self-evident character of the concept of market value.
First, there is not just one market value (McParland et al., 2000). Value depends on the aim
for which a property is being sold or appraised, such as property tax, execution,
investment, demolition or normal sale. We see this multiple-value context in ultimate
form if the value of the land in its current use is assessed against the value of the land in a
(re)developed state: the residual value (Adair et al., 2005).
Second, the literature shows a discord among valuation practitioners regarding the
objectivity of their own profession (Crosby, 2000, Wyman et al., 2011) and reveals an (almost
unavoidable) internal inconsistency. The assumptions and propositions of informational
efficiency and the equilibrium tendency of property markets that underlie this approach
do not correspond with the very existence of valuers at all (Wyman et al., 2011). In an
efficient market a value profession would not have been necessary, because no information
asymmetries would exist.
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The theoretical confusion has led several authors to call for another approach towards
valuation and the concept of value. For example, several research efforts have gone into
analysing what is called ‘valuation accuracy’ and ‘valuation variation’ (Crosby, 2000). The
first term refers to the difference in value and the observed transaction price and the
second term refers to the difference between valuers in their determination of the value
of one specific property. In both cases a range of ± 20 per cent is commonly accepted.
This evidence is often used to emphasise the human characteristics of valuers. “A valuation,
therefore, remains an expression of personal opinion. Property valuations on a consistent
and objective basis are not available” (Crosby, 2000, p. 142).
Third, others argue that the concept of market value is flawed (Dorchester Jr, 2011, Mooya,
2009, Wyman et al., 2011). These authors state that if markets are not efficient and socially
constructed, neither is value: “this means that there is no true market value of a property,
only a range of prices. The price at which it is sold is just that – with other buyers or other
sellers it could, indeed would, have sold for a different price” (Evans, 1995, p. 12). “[A] unique
and determinate price is not fixed by the market” (Evans, 1995, p. 16); this claim is particularly
interesting vis-à-vis the institutionalised character of the concept of market value, for
example in expropriation law. Expropriation law usually says – although with distinctive
variations internationally (Alterman, 2010) – something like price should be paid according
to ‘full compensation’ on the basis of ‘true value’ (market value). Despite the fact that such
transactions seem to be ‘guided by the law’ the price that will be paid in case of
expropriation is, prior to the official decision on the case, not clear in the least. Although
the law is clear on what aspects should be taken into account in order to achieve a full
compensation, problems arise when determining the ‘true value’ of the land or property
(Lam et al., 2012, Sluysmans, 2011).

4.2.3. Conceptual model
In chapter 4 we challenge the assumption of a well-functioning urban land market.
Markets are social constructs. The institutional and social character of land markets results
in ‘rich’ land-market processes that determine transaction prices. To understand these
prices this chapter presents the thesis that land transactions, especially under public
land-development schemes, take place in a multiple-value context. The institutional and
social character of land markets results in the situation that a plot of land does not have a
single land value and the transaction price does not simply result from that particular
value or valuation. Specific values and prices gain meaning and significance during
transaction processes if both buyer and seller attach importance to them. Municipalities
navigate the multiple value context through anchoring on a specific value and attach
importance to it. In order to understand transaction prices, we need to understand how
municipalities navigate these multiple-value contexts. Building on the literature, we
present three propositions on how local authorities either implicitly or explicitly do that
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and actually influence market processes. These propositions allow us to operationalise the
institutional and social character of markets and allow for proper analysis of the richness
of transaction processes. In the case studies the propositions were analysed and assessed
on their comprehensiveness and explanatory power (see Section 4.3 ‘Findings: four Dutch
cases’).
The propositions are based on the key elements that shape the institutional and social
character of the land markets: regulatory instruments that the municipality deploys,
the political connection between the land market and spatial development urgency,
and the (dependency) relationship that the municipality has with various players on the
land market.
Proposition 1: Municipalities deploy regulatory powers and instruments, such as zoning
and expropriation. With zoning and the land-use plan, municipalities influence what
spatial functions can and cannot be applied (housing, industry, public space) on a
particular piece of land. In essence, this regulatory instrument affects the ‘bundle of
property rights’ that land ownership is. Since spatial functions determine the residual
value of the land (the value of land for housing is higher than the value of land for public
space), municipalities can potentially influence the value of the land by assigning
different spatial functions to it. Moreover, municipalities are in a position to expropriate
land. Expropriation law determines the use of specific valuation methods (e.g. value in
current use). Proposition 1 states that municipalities use their regulatory instruments to
navigate the complexity of the value context of land. Local authorities deploy these to
change land values or to add a specific guiding value to the spectrum of values already
in place.
Proposition 2: Every four years, after local elections, Dutch municipalities define new
overall policy aims. With these policy aims, the aldermen position themselves as
political leaders of the city. Thus policy aims gain both an individual character and
political urgency. Proposition 2 is that this political urgency is an important driver of the
market process of land acquisition and determines how the municipality determines its
land-acquisition strategy.
Proposition 3: Municipalities are not neutral players in the land market. They relate to
sellers in situationally specific ways. Municipalities navigate the complexity of multiple
values through focusing on their relationship with the seller of the land.
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4.3. URBAN LAND MARKETS IN THE NETHERLANDS
Chapter 4 takes the case of planning practice in the Netherlands. Dutch local authorities
have been known for their proactive approach towards land management, with respect
to both greenfield development and urban transformation projects (Hartmann and Spit,
2015, Van der Krabben and Jacobs, 2013). In order to make sure that spatial plans for urban
transformation are actually implemented, municipalities often initiate the development
process by acquiring obsolete or derelict land and buildings. After demolishing the
existing properties, they provide public infrastructure and sell re-parcelled building plots
to developers or housing associations (Needham, 2007). Consequentially, by pursuing this
public land-development strategy, local authorities not only regulate urban land markets,
but ultimately become essential market players.
There has always been a dynamic debate on both the necessity and the desirability of
such an active municipal approach (Buitelaar, 2010, Lefcoe, 1977, Van der Krabben, 2011),
especially regarding the fact that the ‘public-interest argument’ to legitimise such active
market behaviour is only very broadly defined. Considering the argument in the present
chapter, three specific elements of this debate are briefly discussed. The first aspect relates
to the relation between land values and the planning process. Being in charge of the
planning process puts local authorities in a position to influence land values. Very often,
land acquisitions take place well ahead of need, when a final land-use (plan) might not yet
have been determined. As early as 1977, Lefcoe (1977, p. 196) pointed to the potential
dilemma local authorities might face if value considerations actually ‘militate against’
planning consent. However, apart from casuistic evidence (Van Rij and Korthals Altes,
2010), not much is known of the scale and frequency of these two-hat situations
(Needham, 2007).
Second, municipalities dispose of land-acquisition instruments, such as expropriation law
and pre-emption rights. Although municipalities will usually try to settle land exchange by
agreement, their market power significantly increases because they can use their back-up
instruments, negotiating in the shadow of the law (Needham, 2007). On the other hand,
the existence of these instruments increases land-market transparency and legal certainty
by providing certain valuation guidelines. For example, the Dutch Expropriation Law
prescribes that prices be referenced on market value plus additional compensation
payments. However, one must bear in mind the debate on ‘land-market value’ outlined in
Section 4.2. Moreover, the Dutch Expropriation Law does not explicitly prescribe whether
the land-market value should be based on existing use or future use.
Third, the complexity of redevelopment projects, due to their comprehensive character
and the significant costs involved, generally limits the number of actors that are able to
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acquire land in the first place. Inner-city land markets are sometimes thin markets. This holds
the risk of municipalities dominating that market. Tennekes et al. (2015) have shown that
this is also true for the position of developers in Dutch greenfield developments. The large
size of these developments limits the number of developers that are able to pre-invest.

4.4. FINDINGS: FOUR DUTCH CASES
4.4.1. Data collection and research methodology
Four cases of urban transformation projects were selected in four different Dutch cities.
The analysis required a certain knowledge of financial and strategic–political details and
considerations of municipal land transactions. We invited the Dutch municipalities from
our own extensive network to cooperate. Eight municipalities showed interest and were
interviewed. However, only four municipalities were willing to provide the information
required in sufficient detail. The four cases consider a recent development process in
which the municipality takes the initiative for an urban transformation project and decides
to acquire all land and properties in the location concerned. The cases were suggested
by the municipalities.8 To ensure useful outcomes and to obtain insight on a wide range
of practices, the cases include a small single-plot transaction, a complicated large-plot
transaction that is part of an extensive housing development scheme, and a land
transaction within an extensive land-acquisition programme. The cases cover both a part
of the Netherlands where there is a shortage of housing and a part where the situation on
the housing and land market is more relaxed. For each case we have interviewed the civil
servant(s) responsible for acquiring the land. Practices differ across municipalities: in some
cases, the acquisition and negotiation process was managed by the area development
project lead (Case A); in other cases by the municipally employed land purchaser (and
valuer) (Cases B and C); and in other cases by the head of the municipal land department
and the municipal land purchaser/ valuer (Case D). The interviews started with a question
on the acquisition price paid. Semi-structured questions were used to reveal the details
behind the land-acquisition prices and the negotiation processes. The municipalities involved
provided us with the relevant background documents, such as calculation sheets,
contracts and negotiation memos. Based on analysis of the recorded interviews and the
background documents, we developed detailed case descriptions, including preliminary
conclusions regarding the propositions in the conceptual model. A second round of
semi-structured interviews was used to validate the propositions and to obtain more
detail. A total of seven interviews took place in the 2014–2015 period. A caveat to the
methodology used is that we were not able to interview the original owners that had sold

8

All cases are presented here anonymously, because some of the information that is discussed has been
classified as confidential by the local authorities involved.

4

96 | Chapter 4

their land to the municipality. Instead, the outcomes of the four cases have been discussed
with two independent experts from land-development consultancy companies, in order
to validate the results and ensure that the cases are representative of land acquisition and
land-development processes in general. Theoretically, we would prefer to have chosen
land transactions that had also been subject to quantitative analyses, in order to assess the
added value of a qualitative approach.

4.4.2. Case A: the acquisition of land under a sewage treatment plant
General case description Case A describes a municipality purchasing an old sewage
treatment plant (owned by the water board – a public body, but independent of the
municipality) in order to develop a housing project. It concerns a comprehensive spatial
development project in which different stages and preconditions display great inter
connection. The start of this planning project finds its pretext in three particular urgencies.
First, a large part of the plan area (in total approximately thirty-two hectares) was heavily
contaminated and a subsidy became available from both the state and the province
(Urban Renewal Policy budget – ISV) to cover at least a significant part of the necessary
costs to decontaminate the soil and make it available for housing-development purposes.
Second, the water treatment plant (11.25 hectares) no longer met the standards required
to renew its licence (environmental protection law). Third, the municipality was looking for
in-fill locations to develop new houses. The intention to build additional houses traces
back to a 1999 municipal policy document and a 2002 regional plan (by the province) in
which the future housing supply was determined and divided among a number of
municipalities. The municipality did not have many options to accommodate the demand
for housing, so the location of the water treatment plant was attractive. Moreover, revenues
from selling building plots for housing development would contribute to covering the
costs of decontamination.
Transaction process and multiple values at stake It was proposed to build a completely
new high-tech sewage treatment plant on another plot just outside the development
area, which was currently owned by the local government (approximately two hectares).
The original site would then become available. Both parties agreed in 2005 on the
proposal and exchanged the land. The acquisition price was based on the cost difference
between regenerating the old plant at the original location and building a new plant at
the new location; this price had in fact been calculated on behalf of the municipality by a
consultancy company back in 1997. Just before the agreement was completed, another
consultant, again on behalf of the municipality, calculated the existing use value of the
treatment plant: the price that would have been paid in the case of expropriation. This
existing use value was quite close to the price currently agreed upon, but still a little lower.
The municipality used a preliminary assessment of the residual value of the land in
projected use as a reference, as it hoped to make a profit on the sale of serviced building
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land. At the time of the contract, a draft land-use plan was available, although its content
was still very flexible. So, a ‘provisional’ residual value could be calculated, and served as an
anchor. The projected profits could be used to cover the costs of the necessary soil
sanitation, which were effectively left out of the project’s budget because a large part of
the sanitation costs was to be covered by national and provincial subsidies. It should be
noted, however, that without these subsidies the residual value of the land would have
been highly negative. Local government could rely on these subsidies with relative
certainty, which made it possible to project a profit and anchor on the residual value.
So although the existing use value (based on full compensation in case of expropriation)
and the residual value in projected use were calculated and known, a third ‘value’ was
taken into consideration as a reference in this project: the price difference between
rehabilitating the old plant at the original location and building a new, high-tech plant at
another location. After reaching agreement in 2005, negotiations were reopened in 2006
and lasted until 2011. It then became clear that more land was required for the new plant,
which would reduce the amount of land available for new housing development (lowered
residual land value). As a consequence, the project was delayed. At first, the municipality

Table 4.1 Results from case A
Key propositions

Results from the case study analysis

Proposition 1:
Regulatory power

No regulatory powers were used to influence values and the
transaction price. However, urgency in this case originated from
three sources: arrangements with the province on housing
supply, the availability of subsidies, and the end-of-life status of
the water treatment plant.

Proposition 2: Political context Not relevant in this case.
Proposition 3: Relationships

Both parties agreed relatively quickly on the valuation method
and corresponding acquisition price. However, both parties
could have tried to negotiate harder in order to optimise
the outcome for itself. According to the municipal official,
the reason that they both quickly agreed was that there
was a common understanding that this transaction price
made it possible for both parties to achieve their particular
development goals (i.e. a new water treatment plant and
housing development). Another explanation can be found
in the fact that both actors are public bodies, not seeking to
optimise profits.
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and the water board tried to reconsider almost every assumption under the old contract;
even the original assumptions regarding the costs of the rehabilitation of the old sewage
plant were once again subject to negotiation, and so was the acquisition price. However,
both parties soon realised that the valuation method and subsequent acquisition price
had been used throughout as the basis of the negotiation process and had become
somewhat ‘iconographic’. This value reflected that both parties were willing to understand
each other’s position and interests. The dispute that had arisen was settled by the payment
of compensation by the water board to the municipality for the reduction of the available
building land and the costs of the delay. Moreover, the water board assumed the quantified
responsibility (costs and additional risk) of demolishing the old sewage plant.

4.4.3. Case B: the acquisition of a post office
General case description In Case B a municipality acquired a run-down post office building,
which was no longer in use. The building was located alongside a small central city square.
In 2008 the post office was offered for sale to the municipality because the owner (a bank)
no longer needed the building. At that time no official redevelopment goals had been
defined for this part of the city. Moreover, the current land-use plan only allowed for
mixed economic activity. However, within the municipal organisation ideas to redevelop
this particular neighbourhood started to circulate.
Description of the transaction process and multiple values at stake The Alderman in
charge of spatial planning decided to buy the post office building (with the approval of
the City Council). With no specific prospect of a new use yet, the Alderman nevertheless
held internal discussions on the case for mixed social housing and public uses at this
unique central location in the city. He would not allow this “once-in-a-lifetime” opportunity

Table 4.2 Results from case B
Key propositions

Results from the case study analysis

Proposition 1: Regulatory
power

Not relevant in this case.

Proposition 2: Political context The asking price was qualified by the interviewed official as
‘just the seller’s attempt to maximise its profit’. Probably the
municipality agreed because the Alderman did not want to risk
the plot being sold to a developer. In that case the municipality
would have lost its hold on the realisation of public and social
use. Finally, the Alderman expected that he could cover, at least
partly, the acquisition price with a municipal fund for social
housing.
Proposition 3: Relationship

Not relevant in this case.
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to pass and convinced the housing corporation to join in this acquisition. They each
bought half of the undivided property.
Acquisitions, without an approved spatial plan, are characterised as strategic acquisitions.
The acquisition price they paid was, interestingly, based on an internal assessment of the
potential residual value of the land in commercial use and did not deviate much from the
seller’s asking price (which was also based on high-end redeveloped use). To value the
land in high-end (commercial) use only was perhaps surprising, given the idea to redevelop
the area into a mix of social housing and public land use. One might have expected at
least two alternative values to be calculated for this property as well: the value in current
use and the residual value of the plot if used for social housing. As the building was not in
use any more, the current value was not very high, while the residual value of the land
assigned to the projected social housing and public land uses would have been
substantially below the acquisition price paid.

4.4.4. Case C: acquisition of a library
General case description Case C is located in the same municipality as Case B. A library that
was owned by a co-operative was acquired. The municipality intended to demolish the
building, in order to redevelop the city centre square. The library was still mortgaged.

4
Table 4.3 Results from case C
Key propositions

Results from the case study analysis

Proposition 1: Regulatory
power

Not relevant in this case .

Proposition 2: Political context Not relevant in this case
Proposition 3: Relationship

The price can be explained by the fact that a library institution
highly depends on the local government for its income, via
subsidies. Although we have not interviewed the library
management, the municipal official assumed that the library
institution probably accepted the low bid because they
did not have to make any profit out of this deal. Although
arrangements on relocation and on a new building were not
yet clearly negotiated, they expected that another suitable
location, outside the particular plan area, would be offered by
the local government. The public character of this kind of land
use and the interdependency between buyer and seller are
the most important factors to understand the transaction price
paid. The subsidy to finance the relocation of the library, would
be provided by a municipal department other than the land
development department; a redistribution of budgets between
municipal departments.
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Multiple values at stake The municipality and the library management agreed on an
acquisition price that reflected the remaining mortgage on the building. According to the
municipal official, this was the lowest acquisition price possible because it was below a fair
compensation of the current use value, which was quickly appraised by the municipality itself.

4.4.5. Case D: redevelopment of an inner-city location
General case description Case D involves the municipal land-acquisition strategy for a
large-scale inner-city redevelopment project. This part of the city centre was physically
run down, the public spaces were obsolete, urban structures were incoherent and the
area was rife with drug-related problems and criminality. In 2001 the municipality launched
a regeneration policy programme in close cooperation with the police, based on three
principles: enforcement, tolerance and a real-estate development strategy. Action was
taken against criminal drug activities; shops that (legally) sold soft drugs were relocated.
An integrated development plan was made in close cooperation with the housing
association that owned several properties. The municipality cooperated closely with a
developer who intended to buy the serviced land and build on it after the redevelopment.
Description of the transaction process and multiple values at stake Neither the municipality
nor the developer could draw on any significant land ownership in the area beforehand.
Therefore the municipality decided to pursue a land ownership strategy, in order to
proactively stimulate the redevelopment of the area, very much in line with the municipality’s
common strategy. Approximately 200 properties had to be acquired to enable the
proposed redevelopment of the area. A pre-emption right was established and the
strategy to acquire land and properties in the area was approved by the City Council,
based on ‘wait and see’.
Plots that were offered for sale would be acquired against prices that were in line with the
prevailing market value. This particular municipality only wants to pay acquisition prices
based on the value of the properties in current use, ruling out the hope values related to
the projected use. The official in charge of the acquisition explained his aversion to using
the residual value of a plot in projected use as a reference value due to the arbitrary
injustice that might result from such a valuation in the way the original owners would be
compensated. Depending on the location of a specific plot and the profitability of its
projected use, some owners would receive a much higher price per square metre than
others. The official responsible for land acquisition emphasised the municipality’s aversion
to the use of tailor-made contracts and situation-specific valuation methods.
The tax value of the properties serves as an important reference value for the municipality.
It is seen by the municipal official as a value that should play an important role during a
potential expropriation process to approximate market value. The City Council decided on
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Table 4.4 Results from case D
Key propositions

Results from the case study analysis

Proposition 1:
Regulatory power

Despite the existence of a municipal land acquisition and
pricing policy – based on a pre-emption and expropriation
strategy -, actually established prices may differ from their
reference values. There may be several reasons for this, such as
good negotiation skills of the seller (for instance, by hiring his
own expert to appraise the value of his property), resulting in a
higher price paid or the additional compensation of relocation
costs, or the fact that a municipality tends to pay a somewhat
higher price in order to avert a hold-out problem and/or the
expensive process of expropriation. According to the official,
this deviation between tax value and transaction price does
not undermine the role of the established pricing policy
and acquisition scheme as long as additional compensation
payments are clearly separated from the transaction price. If
this is not done transparently or a higher price is paid to avoid
expropriation, a significant risk exists that future transactions
can also no longer be referenced at the tax value. Sellers of
similar properties may, correctly, point at previously paid prices
as new ‘market values’ to be taken into account. So transaction
prices may serve as new reference values for next acquisitions.
This risk is indicated by the municipality as ‘the risk of creating
your own market’.
This case showed the potential influence of adjacent drugsrelated policies on the legitimacy of rental contracts and thus
on tax values. Such policies have an influence on the absolute
value of the land and properties.

Proposition 2 Political context

The municipality’s acquisition strategy was supported by the
province, which also decided to acquire some properties,
because it wanted to speed up the process of relocating softdrugs shops. However, the province appeared to be more
flexible in the prices it was willing to pay. For some plots in
the area, the province paid a price clearly above tax value.
Consequently, the municipality could not hold on anymore
to the strategy of referencing the transaction price to the tax
value. A new market value had emerged.

Proposition 3: Relationship

Not relevant in this case.

a land-acquisition scheme, including a valuation base and a standard margin of deviation
from the value, that served as a reference for negotiations between the municipality and
private actors. As such the municipality harmonises land-acquisition practices and landprice formation. Note, however, that private actors who negotiate with the municipality to
sell their properties in case of a municipality-led redevelopment scheme do not have to
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accept the price offered by the municipality. Moreover, the municipality’s land-price policy
is not exactly in line with the compensation principles defined in the Expropriation Law.
The municipality therefore takes the risk that it would have to pay a slightly higher price
should the owner not want to sell voluntarily, and expropriation has to take place.

4.5. DISCUSSION AND CONCLUSION
Chapter 4 has presented the results of an analytical and empirical exercise to go “behind
the numbers to get the details of the transaction, and then analyse and fully understand it”
(Dorchester Jr, 2011, p. 437). It provides evidence that land and property markets are in fact
institutionally and socially constructed. Derivative concepts, such as price and value,
should be seen as socially constructed institutions as well. During the transaction process
both seller and buyer give meaning to these concepts. Given this complexity, explaining
land acquisition prices is a difficult task. In order to analyse the price formation of land,
one needs to understand the interplay of conventional economic rationalities and the
institutional and social aspects of land- acquisition processes. The crux is in the operationalisation of the interaction between the different scales of analysis (Adams and Watkins,
2014). Opening up the richness of land transactions and analysing land-transaction
processes should not be seen, then, as ‘better’ or opposed to conventional supply-and-
demand determination of land-market prices. A postmodern approach towards analysing
land markets just shifts focus regarding the subject of analysis and how particular analyses
are conducted. Such an alternative focus provides in-depth insight into the determination
of land prices in those markets that cannot be characterised as fully efficient markets,
due to their highly institutionalised and complex contexts. The added value of such an
approach also allows deep insights to be translated into suggestions, which will thus
improve quantitative research on land markets. Case D shows such a suggestion with
‘the risk of creating your own market’.
We have argued that the institutional and social character of land markets leaves the actors,
Dutch municipalities in the cases investigated here, with a multiple-value context. We developed
three propositions concerning how municipalities navigate this context at different scales
and with different (economic) rationalities. Municipalities navigate the multiple-value
context through anchoring a specific value and attaching importance to it. This process
of anchoring and attaching importance is determined by regulatory instruments, political
urgency and relationships between the municipality and the buyer. The case-study
evidence indicates the significant role that these strategies play during the transaction
processes. Although no generic conclusion can be drawn from four case studies, several
results are worth discussing here. They provide tempting avenues for future research.
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The impact of anchoring strategies on the transaction price The cases present clear
evidence that regulations (for instance, subsidies) and the municipalities’ regulatory
powers (such as pre-emption rights) influence the value of the land. Moreover, they
provide the municipality with the power to guide the transaction process towards the
lowest land value (Case D). Cases A and D give rise to expectations that regulations (also
from other domains or government levels, such as subsidy schemes) not only influence
the value of the land but, first and foremost, provides the window of opportunity for a
land transaction to take place.
Cases B and D showed the importance of political urgency in the transaction process and
its tendency to increase land prices. In these cases, political rationalities overrule economic
rationality. This price effect was to be expected with an acquisition strategy to anchor on
relationships as well. However, the cases provide mixed conclusions in that sense. The
(institutional) relationship between seller and buyer in Case A had a positive effect on the
land price, where Case C showed the opposite. A possible explanation for the divergent
results might be that transaction processes where relationships play an important role
tend to include valuable long-term appointments and contracts that complement the
transaction prices.
The interplay between strategies In our analysis we did not find a case in which all
strategies played a role, but that seems to be just coincidence. Further research should be
undertaken to analyse the interplay, and (hierarchical) relationships, between different
strategies. Although we did find cases where relationship and political power were the
only anchoring strategies. There is a high degree of probability that these strategies
influence the other strategies, such as the choice of regulatory instruments in the process.
This could be an interesting avenue for future research. We would subscribe to the idea
that markets and transactions consist of different interdependent layers. For example,
Williamson (2000) distinguishes between the cultural level of ‘social embeddedness’, the
institutional level of the formal ‘rules of the game’, the governance level of the ‘play of the
game’ and the economic level of price rationalities, supply and demand.
Predictability Such increased complexities underline the importance of a thorough
understanding of land-transaction processes. The inherent social and institutional
character of land markets and their rich variety of process characteristics may hold the risk
of lower transparency and predictability for all partners, such as sellers, developers and
planners. Because land markets and land prices are crucial factors in determining the
effectiveness and efficiency of planning policies, they should be understood thoroughly. If
possible, such an understanding may lead to better and unified processes.
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5
Institutions in rural land transactions:
Evidence from the Netherlands

Chapter 5 aims at analysing the different institutional aspects of the rural land market that are
manifest at the transactional level. Second, it answers the question whether including these
aspects in a land price model increases the understanding of rural land market outcomes.
Institutional economics scholars have challenged the limited institutional behaviour of
conventional land market models. Despite their research methods remaining primarily
qualitative, research findings suggest that we should look at institutional aspects to understand
land and real estate market outcomes better. This chapter presents a hedonic price model
explaining rural land prices by using individual institutional transaction aspects from the deeds
of purchase of the land exchange. The results indicate that incorporating institutional aspects,
such as property rights, transactional arrangements and governance context, as explanatory
variables significantly improves the power of the model. The approach taken in this chapter is
new in the sense that it tries to combine a quantitative research method with a rich data set of a
more qualitative character. The use of deeds of purchase as a primary source of a hedonic price
model is relatively new and provides a first step in bridging the gap between advanced hedonic
land price models and rich institutional economic insights in market processes.

Published as: Woestenburg, A., van der Krabben, E., & Spit, T. (2014). Institutions in
rural land transactions: Evidence from the Netherlands. Journal of European Real Estate
Research, 7(2), 216-238.
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5.1. INTRODUCTION9
In the past decades, the issue of incorporating institutions in land and real estate market
research has gained increasing attention in a growing body of literature within planning
and economics (Ball, 1998, Kauko, 2002, Needham and De Kam, 2004, Needham et al.,
2010, Webster and Lai, 2003). It is argued that the exchange of land and real estate takes
place in a situation that is denoted as “constraint spontaneity” (Webster and Lai, 2003, p. 4).
Markets in land and real estate will, to some extent, always be subject to formal and
informal rules. These “rules of the game” (North, 1990 , p.7) are expected to have an effect
on the coordinating performances of markets. Lai and Hung (2008) argue that to
understand market outcomes properly, it is necessary to gain insight into the role that
these formal and informal rules play in governing transactions.
Existing research in this planning and institutional economic field has mainly adopted
more qualitative research methods. These studies show that formal and informal rules are
indeed omnipresent in all facets of the land and real estate market and in all stages of the
land development process (Adams et al., 2002a, Adams et al., 2012, Healey, 1994, Healey
and Barrett, 1990, Kauko, 2002, Leishman et al., 2000). The relatively narrow focus on
qualitative research approaches to the influence of institutions is not surprising, however,
as the incorporation of formal and informal rules potentially complicates the conceptual
land and real estate market models by increasing the heterogeneous character of the
exchanged goods, the involved actors and the transaction process. This ‘institutional
richness’ is hard to unfold in the large data sets needed for large-scale, quantitative
research. It requires the use of data sources that reflect the institutional richness of
transactions. Consequently, little quantitative evidence exists to support the hypothesis
that land and real estate market outcomes are affected by these formal and informal rules
(Ball, 1998, Lai and Hung, 2008).
Chapter 5 seeks to bridge the gap. We adopt a quantitative approach to investigate the
institutional economic claim of causality between institutions and land and real estate
market outcomes. This relationship is analysed for the Dutch market for rural land. We use
transaction information from the deeds of purchase of rural land transactions on the
assumption that the formal and informal rules that govern land transactions centralise in
these deeds of purchase. In this way, they reflect (at least a significant part of) the
institutional richness of land transactions and at the same time provide a data source
suitable for a statistical analysis, based on hedonic land price methodology. So we are able
9
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to incorporate the ‘best of both worlds’. However, it is not pretended to fade away the very
different ontological positions that exist within different fields of economics. The question
whether one can “really combine insights from different traditions [...] in a meaningful
manner” was raised by Watkins and McMaster (2011, p. 286) and is very relevant in the
context of this chapter. By using statistical methods, we implicitly assume a great deal of
rationality and probabilistic outcomes. That results in an analysis that has a close proximity to
the mainstream economic fundamentals. We will discuss this issue in the concluding
paragraph.
To use deeds of purchase as a primary data source allows us to start the institutional analysis
of rural land prices from the level of the individual transaction. The use of individual
transaction data in hedonic land price analyses is not very common (Perry and Robison,
2001). It provides the opportunity to assess factors associated with individual transactions
that are often “obscured” by using average land price data (Perry and Robison, 2001, p. 385).
Moreover, we do not omit transactions of a non-arm’s-length character, caused by formal
and informal rules and the transaction process. Instead, we appreciate this ‘deviation’ as a
source of institutional heterogeneity, map the broad range of formal and informal institutions
and try to establish their price effect. This kind of bottom-up, institutional analysis is slightly
different, too, from other institutional land price studies that have determined the price
effect of particular institutions, such as subsidies (Goodwin and Ortalo-Magné, 1992). This
study aims to look at whether there is an added value, in terms of an increasing explanatory
power, in taking the institutional character of the land market into account.
The study attempts to combine institutional economic insights with the literature on
hedonic price analyses. We try to answer two questions:
(1) What kind of institutional aspects (formal and informal rules) are included in the
deeds of purchase in rural land transactions?
(2) What impact do (these) institutional aspects of rural land markets have on the prices
paid for land?
The answers to these questions contribute to both a better theoretical and a better practical
understanding of the rural land market and its land prices. This explorative research serves
several academic and practical purposes. First, it provides insight into the institutional
character of the rural land market and puts flesh on the statement “yes, institutions matter”
by trying to determine the effect of institutions on land prices. Second, the study contributes
to the discussion within land and real estate market research on whether to approach
transactions in a qualitative or a quantitative manner, by opening up a new, rich data source.
Third, this study is interesting in a practical sense because of the way it sheds light on the
difference between land price and land value. By adding the transactional process to the
analysis it provides insight into what aspects reflect the price of land.
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Although the analysis of the effect of institutions on land prices that is being presented in
this chapter has a focus on the Dutch rural land market, the results and conclusions are
highly relevant to other segments of land and real estate markets both in the Netherlands
as well as abroad. We would like to point out at least three reasons for this. First, though
we are not aware of comparative quantitative studies on the extent to which various
segments of land and real estate markets are subject to institutional influence, it may
be assumed that formal and informal rules are present in all kinds of markets. For the
purpose of this study, the rural land market only serves as an exemplary case in this
respect. Second, at least in the Netherlands, the deeds of purchase of all land and real
estate transactions are recorded in more or less the same way. The experience of using
them acquired in this study might serve as an example and stimulate application to other
land market segments. Third, the relationship between institutions and market outcomes is
not unique to the Netherlands. Though there is little international comparative research
available, we may expect land and real estate markets everywhere to be subject to
institutional influence. It is just the character of the institutional aspects that is likely to
differ with each national institutional context.
The argument in this chapter is structured as follows. We start with a brief discussion of
the institutional economic relevance for land and real estate market research to
operationalise the concept of institutions for empirical application in the context of the
rural land market10. Subsequently, we discuss several recent hedonic land price models in
which the attempt is made to include institutional explanatory factors. Thereafter, we
present our research findings based on both a descriptive and an explanatory ordinary
least squares analysis of 215 agricultural land transactions. In the concluding remarks, we
reflect on our research findings and provide some suggestions for further research.

5.2. AN INSTITUTIONAL APPROACH TO RURAL LAND
PRICE FORMATION
The idea that property markets do not function without transaction costs is widely
acknowledged and supported by theoretical and empirical evidence. However, scholars
hold very different views on the origin of the frictions that cause these costs of transacting in
markets (Ball, 1998, Needham et al., 2010). The explanations range from sociological views
on the nature of actors and the way they cooperate (Hodgson, 2006) to more economic
arguments regarding the heterogeneous character of transacted commodities, incomplete
information and power relations (Ball, 1998, North, 1990). Though these explanations differ
10

The discussion of the existing body of literature in two different sections is a logical consequence of the fact
that institutional economic literature and hedonic land price literature have as yet rarely been associated with
each other.
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in their theoretical approach, there is relative consensus on the idea that institutions exist
as a logical counterpart and consequence to structure social interactions (Hodgson, 2006)
and exchange (North, 1990). For the purpose of this study, we do not find it relevant to
choose between the different approaches towards institutions. Moreover, the use of a
statistical hedonic price methodology already implicitly assumes this analysis to adopt a
more new institutional theoretical framework. Therefore, the aim of this section is to
highlight different orderings and categories of institutions suggested in the existing
literature and to shed light on the mechanisms by which the influence of institutions on
market outcomes might be assessed, as it would prove very helpful to our analysis to
appreciate the richness of the institutional literature and compare it with the institutions
we find in the deeds of purchase of rural land transactions.
A key element in the argument is that institutions affect the assignment of rights and
liabilities. This statement is based on the work of Ronald Coase and its theorem, which
states that in a world with no transaction costs market outcomes will always be efficient
regardless of the initial assignments of rights and liabilities (Coase, 1988). Lai and Hung
(2008, pp. 208-209) have systematically spelled out the practical applicability of this
theorem for land and property market research by focusing on its corollary version:
if markets are characterised by the existence of transaction costs, we need to have a close
look at institutions to explain market outcomes because these institutions have affected
the assignment of rights and liabilities.
In the existing literature, several rationales have been conceived to categorise institutions.
Most commonly distinguished are formal (laws and regulations) and informal (social or
political habits, moral beliefs and routines) institutions (North, 1990, Williamson, 2000).
Williamson (2000) takes the pace at which institutions might change over time as a leading
principle to distinguish between four levels of institutions (in order, from slow to fast change):
(1) the level of embeddedness of informal institutions; (2) the institutional environment
with its formal rules of the game; (3) the governance level with its play of the game; and
(4) the final level of a continuously changing resource allocation and employment. Keogh
and D’Arcy (1999) suggest a three-level hierarchy for the institutional analysis of property
markets: (1) a broad institutional environment that consists of economic, political, social
and legal institutions; (2) the property market itself as an institution consisting of property
rights, market and non-market aspects and legal and conventional land use aspects; and
(3) the individual actor and their strategies as institutions.
Moreover, they distinguish between institutions regarding the property itself and those
that regard processes through which property is used and traded. This categorization
bears a resemblance to the categorization used by Needham et al. (2010, p. 8) in which
they describe the land market as an interaction between demanders, suppliers, laws and

Institutions in rural land transactions: Evidence from the Netherlands | 111

customs resulting in “transactions of property rights through governance structures”. Lai
and Hung (2008) suggest looking at at least four different kinds of institutions: the law, the
mode of governance, the means of coordination and contractual arrangements.
To choose a categorisation to structure the analysis in this chapter, we have let ourselves
be guided by the institutional aspects included in transaction deeds of purchase. On the
basis of the structure that is used in these deeds, a twofold categorisation is chosen to
operationalise institutions further for this research. This structure is quite similar to the
categorisation proposed by Needham et al. (2010) and by Lai and Hung (2008): the first
category of institutional aspects concerns the subject of transaction, and the second
includes institutional aspects that determine the governance structure through which the
subject is transacted.

5.2.1. Property rights and liabilities; commodity demarcation
Institutional economists argue that the concept of property is not as straightforward as it
seems. For instance, different world economic orders, like capitalism or communism,
fundamentally disagree in their ideas about property and about land ownership in
particular. Rights in land “represent deeply rooted moral beliefs” (Needham, 2006, p. 10).
Land ownership is encompassed by rules, heritage (value) and cultural habits which can
all have their effects on land values.
To understand institutional aspects of land transactions we first need to know what it is
that is subject to land transactions. Healey applied this argument to the housing market:
“[an] important task is to describe the products. These are much more than merely a
building. A building consists of: material values, bundles of property rights, a physical
structure (with symbolic and aesthetic qualities)” (1992, p. 40).
This bundle of property rights may represent an extension or a restriction of the default
bundle of rights that is characterised as “full ownership”. Demarcation of the subject of
transaction can be seen as a land market outcome as well: an outcome of the negotiation
process between buyer and seller. Different bundles of property rights may affect the
transaction price, for they determine what may and may not be done with the exchanged
parcel. Moreover, the influence of rights and liabilities on the potential revenues of the
land is not the only way institutional aspects may have an influence on the subject of
transaction and the transaction price. Formal and informal agreements may also provide
information and security on the quality of the land (the bundle of rights and liabilities) and
the contractual conditions. This institutional influence on information symmetries may
hold an explanation for potential price effects as well.

5

112 | Chapter 5

5.2.2. Market coordination processes
The second category includes formal and informal institutions that affect the context of
transaction and the coordination mechanisms through which demand and supply are
coordinated. Frances et al. (1991) distinguish between three coordination structures:
markets, network and hierarchy, with respective prices, trust and rules as the coordination
mechanisms. There are at least two arguments as to why these governance contexts,
through which land is exchanged, may have a price effect:
(1) they affect the (power) relations between market actors; and
(2) they provide certainty.
An example of the changing market power and relations between market actors is a land
transaction under the pre-emption law in which a local government determines the market
power by excluding other potential buyers from the negotiation process. An example of
increased certainty or information is the fact that the expropriation law, and the way this
law defines compensation that must be paid in case of expropriation, determines most
countries’ certain valuation methods.
To conclude, regarding land transactions, we distinguish between two categories of
institutions. The first category is the subject of the transaction. Exchange exists of a bundle
of rights and liabilities. These rights and liabilities are in themselves institutional aspects,
but other institutions may have an effect on the value of this entire bundle or individual
rights within it (Needham et al., 2010). The second category includes institutions that
influence the context of transaction and consists of two different aspects, the hierarchical
governance context and the relational governance context.

5.3. HEDONIC LAND PRICE MODELS
In Section 5.2, we evaluated the applicability of the premises of institutional economic
research for quantitative research into land values. Section 5.3 elaborates on the existing
literature on land economics and is divided into two parts. The first part examines the way
in which institutions have been taken into account in recent land economic research.
Some examples from urban real estate economics are given as well. The second part
explores some methodological issues within land market research and argues why the
present study fits well into this technical debate.
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5.3.1. Incorporating institutional aspects in land economics:
what do we already know?
The analysis of the transactions is based on the economic literature on hedonic price
analysis. This method is, along with the repeated-sales method, commonly used for
explaining and estimating price and value patterns of land and real estate. Hedonic price
modelling relies on the concept of product differentiation (Malpezzi, 2003). Each land
parcel represents its own characteristics, its own utility bearing attributes (Lancaster,
1966). The land and real estate prices reflect appreciation of the bundle of the specific
amount of characteristics that is transacted. In its simplest form, the natural log of the
value (V) is regressed on structural (S), neighbourhood (N), location (L) and contract (C)
characteristics (Malpezzi, 2003):

In V = β0 + Sβ1 + Nβ2 + Lβ3 + Cβ4 + ε

(1.1)

Research has largely focused on the parcel characteristics (Snyder et al., 2007), which
include both structural characteristics, such as soil quality, and locational characteristics,
such as distance to the Central Business District (CBD) (Chesire and Sheppard, 1995, Colwell
and Munneke, 2009) However, referring to the fourth category, the transaction characteristics, one group of institutional explanatory variables has recently been systematically
incorporated in land value research: governance of transactions by social interactions
between buyer, seller and professional. Based on the social capital theory, Perry and
Robison (2001), Tsoodle et al. (2006) and Robison et al. (2002) have distinguished between
different levels of relationships between the buyer and the seller. They found that land
exchange between relatives lowered the sale price significantly. On the other hand, those
who exchanged land via a realtor or a public advertisement paid a substantial premium
(Tsoodle et al., 2006). However, these authors argue that conventional neo-classical
hedonic studies that have not included social interactions have implicitly agreed that
actor relationships matter by omitting these variables from the analysis because of the
non-arm’s-length-character (Tsoodle et al., 2006, Perry and Robison, 2001).
Sporadically, other indications of possible institutional influence were included in land
price analysis. Ma and Swinton (2012), Snyder et al. (2007) and Tsoodle et al. (2006) included
a variable for land contracts when the original owner provided finance to the buyer.
Snyder et al. (2007) found a positive price effect for forest land and Tsoodle et al. (2006)
found a negative price effect for rural land. Ma and Swinton (2012) found a positive but
insignificant effect on rural land prices. Furthermore, Tsoodle et al. (2006) included some
property rights variables in their analysis. They found a significant negative price effect for
those cases where land was sold that had public utilities on it, such as electricity lines or
water pipes.
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5.3.2. The use of individual transaction data
The use of econometric modelling within land and real estate economics requires a
well-fitted combination of data source and analytical objective (Pollakowski, 1995, p. 377).
Allowing for the availability of price and value information, which often depends on country-
specific laws and customs regarding transaction recordings, hedonic studies differ in the
data sources they use. Due to tax policies, assessed real-estate values are widely available
and often used as a proxy for sales prices (Beekmans et al., 2014, Ma and Swinton, 2012).
In general, transaction data may count for a greater precision than appraised values or
owners’ self-assessments (Malpezzi, 2003).
Grimes and Aitken (2008) investigated the idea of appraised values as a proxy for transaction
data and reported a negligible difference between sale price and assessed value. Their study
took place in a stable agricultural zone. Ma and Swinton (2012, p. 13) found the appraised
values not to be a “good substitute” for sale prices. In their study, they compared two
hedonic models in which they regressed the same explaining variables on both sales
prices and appraised values. Their results reveal a significantly higher model fit with the
appraised values, showing that appraisal is often based on “the application of formulas” in
which more or less the same variables are included as in the hedonic price models used.
They attributed the gap in model fit between sales prices (0.3) and appraised values (0.74)
to the fact that their study took place in a dynamic agricultural (exurbanisation) market,
in which “land appraisal formulas may obsolesce and fail to capture fully the contemporary
determinants of land price”.
Rather than having used the wrong appraisal formulas which have estimated the ‘wrong’
land price value, there may be another reason why Ma and Swinton (2012) observed a
significant difference in model fit between the model explaining the sales prices and
the one that explains the appraised values. This alternative explanation goes back to
what Pollakowski (1995) stated on the combination of the data source and the analytical
objective of study. The observed difference between value and price does not necessarily
have to have an explanation other than that there will always be a gap between the two,
caused by the transaction process in which laws, customs, different actors and governance
structures influence both process and price.
Pollakowski (1995, p. 380) has pointed to this argument in rather a warning sense, stating
that the major drawback to the use of transaction data when measuring land prices is that:
“[t]ransaction price data include non-arm’s-length transactions in which reported prices
are significantly below market levels because of a relationship between buyer and seller.
Also, in the case of seller financing, only the amount of money changing hands is reported”
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One might interpret this statement as advice not to use actual transaction price data
anymore. Perry and Robison (2001, p. 396) have shown that only 28 per cent of sales
can be considered as arm’s-length transactions that represent actual market conditions.
Their conclusion that “appraisers should consider these results when selecting properties
to include in an appraisal” indicates that it is not just a matter of ignoring or omitting these
non-arm’s-length transactions.

5.4. STUDY AREA AND DATA
The research focuses on the Dutch rural land market. We make use of a data set of 215
transactions (in the period from 1998 to 2008) provided by the Dutch Land Register.
The cases are all situated in three Dutch regions – Zwolle, Nijmegen and Venlo – in the
eastern part of the Netherlands (Figure 5.1). However, there is no reason to assume rural
land markets in other regions to have characteristics different from these three eastern
regions.
The data set (215 transactions) is a layered sample of all transactions within the three
regions in this period (16,248 transactions). We used the different submarkets indicated
by the Land Register as layers. On the basis of probability (by indicative spatial plans),
the Land Register categorises land transactions into three submarkets:
(1) rural land to nature development;
(2) rural land to rural land; and
(3) rural land to urban development.
The original layered data set consisted of 450 transactions (50 transactions per region, per
submarket), but because of several poor records (for example, a missing transaction date,
missing surface area or even a missing transaction price) and transactions including land
and real estate improvements, we were forced to drop 235 transactions from the data set
to retain a data set including only “pure” land transactions.
For each transaction, we analysed the notarial deed of purchase. These deeds include not
only all actor details and physical details regarding the land but also the arrangements
that were made between buyer and seller and detailed information on what has been
subject to transaction, including detailed purchase conditions.
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Dutch municipalities (2008) – selected regions
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Figure 5.1 Dutch municipalities, selected regions

5.5. RESULTS I: DESCRIPTIVE ANALYSIS
The aim of the empirical research is twofold. First, we would like to gain a better insight
into what kinds of institutions are involved in land markets and how frequent their
involvement is in land transactions. The second aim is to develop a land price model that
includes institutions as explaining variables. Section 5.5 deals with the first research aim.
The second aim is dealt with in Sections 5.6 and 5.7.
Notarial deeds include detailed information on the subject of transaction and its governance
context. In the theoretical Section 5.2 we have argued that these two categories are
important institutional-economic determinants of land market outcomes. We found that
194 transactions were subject to 63 different formal and informal arrangements, laws,
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customs and actor relations. Only 21 sales represent actual market conditions (10 per cent),
that is, in the words of Perry and Robison (2001, p. 396), “sales between strangers with no
special considerations involved”. The results are summarised in Table 5.1.

Table 5.1 Descriptive analysis institutional variables
Institutional variables

Number of Frequent in (x)
variables
transactions

Institutions affecting
the subject
of exchange

Rights and liabilities Parcel characteristics

Institutions affecting
the governance
structure

Hierarchical context

Transaction
characteristics
Additional transaction conditions

Total

Relational context

8

119 (215)

18

74 (215)

16

119 (215)

8

126 (215)

13

59 (215)

63

194 (215)

Most arrangements, laws, customs, rights and liabilities were found in the category of
what is subject to transaction (42). In this category, three different kinds of institutional
aspects were found. First, we found eight different types of rights and liabilities that were
directly related to the parcel (for example, easements and lease contracts). Those rights
and liabilities were present in 119 sales. Second, we found 18 different kinds of rights and
liabilities, present in 74 transactions, that were attached not specifically to a parcel, but to
the transaction itself. Buyer and seller agreed on transacting these rights during their
negotiation process. Examples include building claims or continued use arrangements.
Third, we distinguished 16 “additional transaction conditions”, present in 119 transactions.
Additional conditions include soil examination reports and surplus value clauses.
Deeds of purchase also hold implicit and explicit indications that the governance of the
transaction was influenced by laws and by actor relations. Within this second category of
the governance context, we found 21 different kinds of indications which may be grouped
according to aspects that suggest a hierarchical governance context and aspects that
suggest a network governance (Needham and De Kam, 2004). The hierarchical context
includes eight different institutions. Examples are sales under the pre-emption law or the
expropriation law and sales that are exempted from conveyance tax. The second group
concerns aspects that affect the relational transaction context, and 13 different kinds of
social relations were found in 59 transactions. Examples include family transactions,
ABC-third party resale transactions and other kinds of relations between buyer, seller and
leaseholder (for example, sales in which the leaseholder becomes the new owner).
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5.6. MODEL
We use an econometric analysis to see whether the institutional aspects we found in the
deeds of purchase of the transactions (presented in Section 5.5) help us to explain rural
land transactions better. We have estimated two double log11 OLS models predicting
the price for rural land. The first model only includes “conventional” hedonic land price
variables12. In the second model, we added the institutional explanatory variables as
well13. Below we discuss each variable with its expected price influence.
An important methodological question on the use of personal relationships characteristics
in hedonic price models was raised by Kostov (2010). In his study, he showed the non-
uniform impact of conditioning variables (such as personal relationships) on the implicit prices
of land characteristics. This means that we have to be cautious about straightforwardly
incorporating the two previously defined categories as independent variables within
the hedonic function. The first category of institutional aspects, including property rights,
liabilities and additional arrangements, can be interpreted as intrinsic characteristics of
the transacted good. However, the second category, including the transaction governance
context, can be seen as conditioning variables. Kostov (2010) proposes a non-parametric way
of testing the interaction between conditioning variables and implicit land characteristics.
For the purpose of the current study, however, we do not find this suggestion helpful because
the aim is to see whether incorporating institutional aspects increases the explanatory
power of the model at all rather than to search for the exact parameters for each variable.
For this study, we therefore adopt the approach used by Perry and Robison (2001) and
Tsoodle et al. (2006). That, of course, does not alter the fact that we have to be careful when
including variables other than pure land characteristics in hedonic land price models.

11

12

13

According to Malpezzi (2003). A double-log model has five different advantages: it allows for variation in the value
of a particular characteristic so that the price of one component depends in part on the other characteristics;
simple interpretation of coefficients; mitigates the common statistical problem known as heteroskedasticity;
computationally simple; and allows for including dummy variables.
Due to parcel renumbering activities within the Dutch Land Register, we unfortunately could not match
the parcel numbering with geographic information system (GIS) layers to describe in detail soil quality and
bid-rent variables based on the parcel’s exact location. Instead, we used a detailed “current use” description
included in the deeds as a proxy for soil quality and we used the aim of transaction (also included in the
deeds) as a proxy for projected use. The explicitly mentioned aim of purchase did not correspond very well
with the aim of purchase the Land Register used to define their submarket layers. We have decided to use the
explicitly mentioned aim in the deeds.
Altogether, we found 63 different laws, regulations, arrangements and actor relations. Several of them
were frequent in just a few cases. We did not include them in the econometric analysis for two reasons: the
frequency of some of the variables was simply too low to get reliable outcomes, and 63 different explanatory
variables on a data set including only 215 cases is too much. We decided to include those variables that were
frequent in eight or more cases. However, this decision is a bit arbitrary and artificial.
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The dependent variable in both models is the logged selling price per hectare, Lpriceha.
Lhectares represents the logged surface area of the exchanged land, measured in
hectares. We do expect a lower price per hectare when the area exchanged is bigger
(Huang et al., 2006). To correct for regional price differences, we included dummy variables
for each region, Zwolle serving as the reference category: regNijmegen and regVenlo.
We do not expect particular price effects.
To correct for time changes within the observational period, dummy variables were
added for each year. We checked for a linear trend across the years. The successive years
that showed a linear trend were represented by one variable to lower the amount of
explanatory variables. The year 1998 is the reference category: yr1999, yr2000, yr2001-2002,
yr2003-2004, yr2005-2006 and yr2007-2008. We do expect a positive price effect for all
years due to the overall inflation trend over time.
Both models contain indicators that describe the current use of the land that was sold.
The reference category is cropland; dummy variables were included for curNature, curPasture,
curGreenhouse and curRest. We expect a price influence related to the particular production
capacity and revenue potential of each land use. We expect a negative price influence
when the land is currently used in part for natural purposes or pasture. Greenhouse
occupation will probably increase land prices.
We also included the aim of purchase in the models. We used two indicators to define the
aim of purchase. First, in most cases, the aim of the transaction is made explicit in the
deed. However, not all deeds included such a qualification, so, for the transactions that
did, we included dummies aimNature, aimDevelopment and aimRestUnclear. Transactions
that were aimed at the continuation of agricultural use serve as the reference category. As
with current use, we expect the price influence to depend on revenue potential, which
results in an expected lower price for nature purposes and a higher price for urban
development purposes. Second, we included buyer characteristics. Dummy variables
were included for buyPrivateperson, buyDeveloper, buyLocalgovernment, buyNationalgovernment, buyNature, buyNoncommercial and buyOther. Farmers are the reference
category. We expect developers and local governments to pay a higher price, as they
usually buy land to develop it for urban use. We expect the national government,
non-commercial bodies and nature organizations to pay a lower price. The national
government often buys land for non-profit nature or infrastructural purposes.
Both models include all the variables mentioned above. The variables we found in the
deeds of purchase concerning different rights and liabilities and special arrangements
that were transacted, and the variables concerning the governance context of the
transactions, were only included in the second model.
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Property rights and liabilities include Easements on the parcel and easements for the benefit
of a parcel, BenEasements. We expect a negative and a positive price effect, respectively, for
easements narrow or expand the bundle of property rights that is transacted. A special kind
of easement is a so-called Privatelawimpediment, which is often used when private
companies have the right to lay down cables just beyond the land’s surface. In those cases,
we expect a lower transaction price because, in a way, the right to use the land is harmed.
When a parcel is on Lease, ownership and the right to use the land are in different hands. The
logical consequence is that just one part of the complete bundle of ownership rights is
exchanged, and a lower price might be expected. If a seller may use the land after he sells it
to the buyer, they agreed on a temporary continued use arrangement, Contuse. The buyer
does favour the seller in those cases, so we expect a lower price. Another right that is
transacted together with the land is the Huntingright. This right can be compared with an
easement that narrows the bundle of property rights. Consequently, we expect a lower
price. To produce milk in the Netherlands one needs to buy rights from the national
government (European Union policy). A production Quota is often transacted together with
the land and represents a value as well. One can compare this right with buying a necessary
production factor. The bundle of property rights that is transacted is expanded, so we
expect a positive price effect. Furthermore, the obligation to pay an annual fee to cover the
costs of land readjustment processes that have taken place in the past may rest on the land,
Readint. In those cases, we expect a lower transaction price. The final indicator that reflects
an exchanged duty is if the buyer and the seller agrees on an additional payment made by
the buyer to cover costs of all kinds. This Buyerduty may, for example, concern a situation in
which the buyer is obliged to take care of a new road exit or a fence between two parcels.
We expect a lower price since the buyer has to incur additional expenses.
Additional arrangements made between buyer and seller often concern statements
regarding the quality of the transacted land to increase the information symmetry and
increase certainty about the quality of the land. If the land is Contaminated, this is stated
clearly in the deed. In such cases, we expect a lower price. If a soil examination report
Soilreport is executed, this is mentioned in the contract. Interestingly, the results of such
an examination are often not included in the contract, neither are arrangements regarding
who is bearing the costs of executing the report. Nevertheless, a soil examination report
increases certainty about the quality of the land that is exchanged, so we do expect a
higher price in those cases.
Other additional arrangements regard financial aspects, such as an arrangement on surplus
value clause, Surpvalue. A surplus value clause is an arrangement between a buyer and a
seller regarding an additional payment from buyer to seller in case the land’s unanticipated
value increases through urban development in the future. Such an agreement takes away the
seller’s incentive to ask for a high price in those cases where it is uncertain whether there will
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be urban development and surplus value in the future. That is why we expect a lower price.
Remeasurement is the case if an additional payment is required if the parcel size is measured
incorrectly. A remeasurement agreement increases certainty, so we expect a positive price
influence. If buyer and seller agree on a Penaltyclause, this increases contract security.
We expect a higher price. Buyer and seller may agree on the transaction price becoming a
Loan from seller to buyer. This arrangement may give an advantage to the buyer. We thus
expect a higher price. The seller may persuade the buyer to Cooperate if the seller has some
specific wishes regarding the new situation after the transaction. In those cases, we expect
a lower price. Next, the seller and the buyer may record in the contract that a sales price
includes all kinds of Compensation (not further specified). In such cases, we expect a higher
price because apparently extra money was paid for this compensation. Finally, an agreement
may include that the seller will pay all Taxes till the end of the current year. We expect a
higher price through which the buyer implicitly compensates the seller for these payments.
The governance context indicators include transactions under the pre-emption law,
Preemption. We expect a higher price because the buyer’s negotiating position is
weakened. He has explicitly indicated that he would very much like to buy the land.
We scored cases on Landread if the exchanged land was part of a land readjustment
programme. Two price influences might be expected. The uncertain situation of a
programme in progress could potentially lower the price. On the other hand, the aim of
a land readjustment programme is to improve spatial structure, which has a potentially
positive price effect. If the transaction was exempted from paying Conveyance tax,
we expect a higher price because the buyer simply has an improved investment potential.
Third party resale transactions were scored as ABC transactions. A price effect is hard to
assess. If the land transaction was part of a larger transaction (land, real estate and
machines), we dropped the case from the data set, except in those cases in which the land
was valued separately. We recorded such cases as Bigger transactions and only included
the land and its price in the data set. We expect that the land price is lower in those cases
because valuation and negotiation focus might shift to the real estate part.
If the family names of the buyer and the seller corresponded, we labelled the case as a Family
transaction14. In such cases, we expect, according to the literature, a lower transaction price.
Finally, if the actors agree on a lease contract after the legal transactions cases were labelled
as Selllease, and if the land was bought by the original leaser becoming the buyer, the case
was labelled as Leasebuy. In both situations, we expect a lower price for two reasons:
(1) the actors know each other; and
(2) in fact, a reduced bundle of property rights is transacted (Table 5.2).
14

We admit that this method might not be a watertight proxy for family transactions.
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Model

Frequency

Standard
deviation

Mean

Maximum

Minimum

Level

Table 5.2 Description model variables

Dependent variable
Lpriceha

Continuous 3.76 5.81 4.6402

.39086

1+2

Continuous -1.60 1.84 .1918

.64515

1+2

Independent variable
Surface
Lhectares
Region
regZwolle (reference category)

Dummy

84

1+2

regNijmegen

Dummy

52

1+2

regVenlo

Dummy

79

1+2

Year
yr1998 (reference category)

Dummy

36

1+2

yr1999

Dummy

49

1+2

yr2000

Dummy

55

1+2

yr2001_2002

Dummy

34

1+2

yr2003_2004

Dummy

16

1+2

yr2005_2006

Dummy

9

1+2

yr2007_2008

Dummy

16

1+2

Current use
curNature

Dummy

5

1+2

curArable (reference category)

Dummy

119

1+2

curPasture

Dummy

102

1+2

curGreenhouse

Dummy

3

1+2

curRest

Dummy

9

1+2

Aim of transaction
aimNature

Dummy

15

1+2

aimFarming (reference category)

Dummy

97

1+2

aimDevelopment

Dummy

47

1+2

aimRestUnclear

Dummy

53

1+2

Buyer characteristics
buyPrivateperson

Dummy

59

1+2

buyFarmer (reference category)

Dummy

59

1+2

buyDeveloper

Dummy

27

1+2

buyLocalgovernment

Dummy

29

1+2

buyNationalgovernment

Dummy

29

1+2

buyRest

Dummy

12

1+2
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Model

Frequency

Standard
deviation

Mean

Maximum

Minimum

Level

Table 5.2 Continued

Institutional parcel rights and liabilities
Privatelawimpediment

Dummy

48

2

Easement

Dummy

44

2

BenEasement

Dummy

30

2

Readinterest

Dummy

19

2

Huntingrights

Dummy

18

2

Lease

Dummy

15

2

Quota

Dummy

12

2

Transaction-specific rights and liabilities
Contuse

Dummy

26

2

Buyerduty

Dummy

19

2

BuyerCooperate

Dummy

12

2

Compensation

Dummy

8

2

Additional arrangements
Soilreport

Dummy

61

2

Remeasurement

Dummy

33

2

Surpvalue

Dummy

18

2

Bigger

Dummy

18

2

Loan

Dummy

9

2

Contaminated

Dummy

8

2

Taxes

Dummy

8

2

Judicial transaction context
Conveyence tax

Dummy

88

2

Landread

Dummy

26

2

Preemption

Dummy

18

2

Penaltyclause

Dummy

11

2

Relational transaction context
Family

Dummy

28

2

Selllease

Dummy

13

2

Leasebuy

Dummy

12

2

ABC

Dummy

8

2
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5.7. RESULTS II: REGRESSION ANALYSIS AND DISCUSSION
Table 5.3 shows the results of the two models calculated in this study. The first model only
includes variables that are commonly used in conventional hedonic price models. The second
model also includes the contractual characteristics from the deeds of purchases. The first
model explains 51 per cent of the variance in land prices, whereas the institutional model
explains 62 per cent of its variance. The estimation errors are 0.27 and 0.24, respectively.
Regression diagnoses suggest that both models are robust. Multicollinearity is often a problem
with hedonic price models. However, the variance inflation factors (VIF) do not exceed the
commonly used threshold value of 5 and 10. This suggests that multicollinearity should not
be a problem. Moreover, a visual analysis of the residuals does not show that non-normality
will be a problem. We calculated the Cooks’distances and used the values to trace potential
outliers. Several cases were removed from the original dataset. The values of the remaining
cases do not exceed the threshold value of 1 (Foster et al., 2005), and no significant deviations
from the other values were found. Moreover, after the natural logarithmic transformation, a
visual check of the plotted standardised predicted values against the residuals does not raise
any suspicion of potential problems with heteroskedasticity15.
The inclusion of “institutional” variables increases the explanatory power of the hedonic
land price model. Ten institutional variables show significant effects. The models will be
discussed in this section by comparing the expected and observed effects. Two parcelrelated rights and liabilities show significant effects. First, the obligation to pay an annual
readjustment fee reduces the transaction price. These obligations are quite common in
the Netherlands in rural areas. They cover the costs of land readjustment that has taken
place. The reduced land transaction price seems to be a logical consequence because this
yearly payment lowers potential revenues. Second, if a parcel is sold including a lease
contract, a lower price is paid. Considering the fact that the right to use the land is
restricted by the lease contract, this lower price is a logical consequence.
Transaction-specific rights and duties result in significantly higher prices in those situations
in which the seller continues to use the land after the land has been formally exchanged.
This higher price, however, is counter-intuitive. A possible explanation could be that the
buyer benefits from this arrangement in two ways:
(1) he does not need the land straightaway and prefers the land to be maintained in the
meantime or, and

15

We did an additional check on the robustness of the institutional model by calculating a third model in which
we only included the significant institutional variables on top of the conventional variables. The variables
Remeasurement and Loan are not significant in this third model. However, the explanatory power of this third
model is optimized. The adjusted R2 is 0.64.
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(2) another possible explanation could be that a fee is paid by the seller that is not
included in the contract.
We found five additional arrangements that have a significant price influence. First, when
a soil examination report is conducted a higher price is paid for the land. This is a typically
institutional variable in the sense that a report provides information and security. Although
the outcomes of such reports are usually not included in the purchase deeds, the results
suggest that the increased information symmetry is being valued. Second, we do see a
higher transaction price when the buyer and the seller agree on a price recalculation in
those cases where a remeasurement of the parcels size shows a bigger or smaller parcel.
The same argument as with a soil report applies to this variable. However, we think that it
is more likely that those kinds of arrangements apply for situations in which the land is
valued higher. So, there might be a reverse causality in here16. Third, we do see a negative
price effect when the land transaction is part of a bigger transaction. We see two possible
explanations. First, when the other part of the transaction represents a higher value, the
land transaction might be considered marginal. Second, such cases often occur when
actors exchange parcels. It might be possible that actors know each other when they
exchange parcels. The lower price could be explained by the network character of the
transaction. Fourth, a positive price effect has been observed in cases where (a part of)
the transaction price becomes a loan from seller to buyer. This price effect is what we
expected. Fifth, a lower price is paid in those cases where the taxes are paid by the seller
till the end of the current year. A higher price might be expected, so the results are counter-intuitive. We do not have an explanation for this finding.
We do not see any significant influences from the judicial variables. This is a surprising
finding. We have to carefully conclude that the expected price influence of a hierarchical
governance context did not show up. However, within the actor-relational network
transaction context, two variables show significant effects. If land is transacted within a
family, we see a lower price being paid. This price effect is well known and has been
observed before and can be explained by the network character of the transaction. The
actors know each other. If the current leaseholder becomes the buyer of the land, we also
see a lower transaction price. The lower price can be explained by the network character
of the transaction. The seller and the buyer know each other. In addition to this price
influence, it could also be possible that, in practice, full ownership exclusive of the right to
use the land is exchanged: the buyer already ‘owned’ the right to use the land within his
lease contract. As a consequence, a reduced bundle of property rights was exchanged.

16

The simplification of the conventional model 1 in this study, because of the impossibility of including
more specific physical parcel characteristics, holds the risk of institutional variables measuring the effect of
conventional variables. This risk is inherent in the use of this specific data set.
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5.8. CONCLUSION
The results presented in chapter 5 lead us to four conclusions which can be relevant to
various discussions within the extensive field of land and property market research and
policy. The first conclusion is that institutions matter. We follow Lai and Hung (2008) and
Webster and Lai (2003) in their argument that the broad range of institutional commodity,
transaction and market characteristics have to be systematically spelled out, including
their influence on market outcomes. The increased explanatory power of the institutional
rural land price model compared to the conventional model showed in this chapter and
the extensive range of property rights and liabilities, special transaction considerations,
laws, regulations and actor relations recorded in the contract deeds indicate that we have
to take these institutional aspects seriously. In particular, we expect that an institutional
analysis of urban land transactions will prove even more challenging because compared
to the rural land market, the urban land market is characterised by many actors, complex
ownership situations (Buitelaar and Segeren, 2011), ownership constraints (Adams et al.,
2001) and long-term interaction between the land market and development interests.
We agree with Ball (1998) when he says that scholars who wish for more institutional input
in land market models have to show a greater explanatory power. This study has given an
example in this regard. However, and we admit this might sound ironic, we have to
conclude from our findings that the choice between a quantitative and a qualitative
research approach towards land and real estate market outcomes is not as straightforward
as it seems. We base this conclusion on the broad range of institutional aspects we found
in the contract deeds. OLS models estimate market outcomes using this heterogeneous
character of the transacted commodities. However, an analysis of the individual transaction
level potentially increases the number of explanatory variables to such an extent that we
have to carefully examine under what conditions this level of analysis is suitable for
modelling purposes. For future research on land and real estate markets, this conclusion
has great methodological implications. It challenges the quality and size of the data sets
used because there is a significant trade-off between the level of detail in the transaction
analysis and time available to get data sets that are large enough compared to the number
of explanatory variables. In this study, we have seen that the size of the data set used was
relatively small compared to other land price studies. This was one of the reasons that we
could not divide our data set into submarkets. Moreover, there is a second reason why we
should be careful with applying modelling techniques to increase our understanding of
land markets. The results suggest that an extension of the analysis towards the transaction
processes should provide very useful insights. However, at this transactional level, the
culturally and socially embedded nature of decision-making processes demand more
actor-sensitive research approaches than statistical modelling: “the ‘why’ question is
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frequently sacrificed on the altar of mathematical tractability” (Watkins and MCmaster,
2011, p. 282). We would like to argue that different methodologies, rooted in different
ontologies, should be judged on their merits. We do agree with Watkins and MCmaster
(2011, p. 281) that the combination of insights from different traditions within one study
raises “significant conceptual and operational challenges”, but we are convinced that the
combination of results from different studies, using different methodologies, will help to
fully understand both land market processes and outcomes.
The results show that recorded transaction prices represent not only the land that is
transferred but also a wide range of additional transaction characteristics. This finding is in
line with the deviation of transaction prices from land values that Ma and Swinton (2012)
found and is relevant to valuation practitioners and taxation policies. The fact that a
transaction price (including additional arrangements) deviates from the original land
value might not be a problem as long as the transaction price will not be recorded as the
new land value. And with that will serve as reference value for other transactions. For
valuation and taxation practices, we have to be very careful when using transaction prices
because they often reflect more (or less) than the exchange of ownership of land. However,
this is not an appeal to not use transaction prices anymore. Instead, it is a call to further
investigate the relationship between value and transaction price and how the two are
inextricably bound up with each other.
The final conclusion addresses the way transactions are recorded in land registers, at least
in the Netherlands, but we expect the same practices are found in other countries as well.
Taking institutional characteristics into account increases the uniqueness of each transaction.
To keep comparing transactions with each other challenges the way transactions are
recorded. We recommend searching for ways to uniformise this uniqueness in contractual
terms to make it more suitable for large-scale data set analysis. The two categories we used
in this study might serve as a possible contractual subdivision.
To conclude, Needham et al. (2010, p.162) asked themselves, rhetorically, “should we look
at institutions to better understand land markets?” This chapter has provided empirical
evidence that we should. The institutional economic approach opens up an extensive
source of variety among both land characteristics and transaction characteristics. The effect
of this variety on land price has to be further investigated empirically for other segments
of the land market as well.
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6.1. INTRODUCTION
In the context of rapid urbanisation and the enormous societal challenges that cities face
in terms of decarbonisation, inclusion, and climate adaptation, this dissertation reflected
on the interface of urban planning and land markets. Societal challenges underline the
importance of the well-coordinated distribution of spatial functions and robust, integrated,
and societal based planning content, substantiated by effective planning implementation
instruments. A better understanding of the functioning of land markets benefits the capacity
of municipalities to improve the effectiveness of planning implementation to deal with
societal challenges.
To get grip on the interface of urban planning and land markets is at the heart of
‘institutionalism’ for two reasons. First, planning in itself can be seen as an institution,
consisting of a systemic body of regulations, operational requirements and guidelines,
norms and values (Cullingworth, 2007). Second, land markets are highly institutionalised.
Property rights in land and the exchange of land (including financing) are subject to
culture, rules, norms and contracts. They are socially constructed (Adams and Tiesdell,
2010).
As is also the case in some Scandinavian countries, the interface between planning and
land markets in the Netherlands can be regarded as even more intensified and institutionalised. Through the strategy of public land development, local government directly
intervenes in land markets to avoid a planning implementation gap. Understanding the
connections between planning and land markets from an institutional perspective allows
the often-made dichotomy between planning and markets to be overcome, and further
adds to a better understanding of the value of planning.

6.2. MAIN RESEARCH FINDINGS
The previous four chapters have systematically discussed the four research questions
addressed in this thesis. Cumulatively they help to develop a better understanding of the
functioning of land markets through a focus on the interaction between institutions and the
governance processes through which property rights in land are exchanged. This section
reflects on the research findings and places them in the wider context of the central aim
of this thesis’s research. In so doing, light is shed on the ways in which collaborative
outcomes enrich the theoretical model of ‘the land market including institutions’
presented in Section 1.2.

6
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To what extent have local governments formally adapted their public land development
strategies in the recent years of economic downturn? (Chapter 2)

Chapter 2 sought to explain the institutionalisation of land exchange in the context of
public land development. It focused on two aspects: (1) the rules and regulations which
shape the discretionary power of municipalities to actively act on the land market, and the
extent to which these are set by the municipalities themselves in land policy memoranda;
(2) the perspective of institutional change significantly contributed to the understanding
of how and why municipalities adapted their discretionary powers to the context of
economic downturn.
The empirical findings presented in Chapter 2 shed light on a very illustrative approach
towards the land market and its regulatory context as a ‘social construct’. When talking
about public demand and the supply of land (Needham, 1992), or state-market relations in
urban development (Adams and Tiesdell, 2010), it should be considered that the term
‘public’ or ‘the state’ refers to a many-headed organisation in which the balance of power
between different parts of the organisation (both horizontal in terms of different sectors
as well as vertical in terms of the Council, Executive and bureaucrats) is highly dynamic.
As land policy memoranda show, the self-regulatory regime of a municipality are a
formally institutionalised manifestation of this balance of power.
Given this, it is not surprising that the way in which land policy memoranda show a
change in the institutional context of public land development strategies reflects internal
discussions and are the result of a new balance of power. This is in line with the approach
to institutional change that relies on competing interests (Buitelaar et al., 2007). However,
what is really surprising, is the way in which land policy memoranda show the unravelling
of the many elements that together should constitute a coherent public land development
strategy. Chapter 2 concludes with the understatement that although the findings suggest
a paradigm shift in Dutch land management strategies, municipalities have not yet sorted
out a consistent alternative. The land policy memoranda show that public land development
strategies consist of complex interaction of many interdependent instruments, rules and
regulations. The struggle of power within municipal organisation, in part, results in that
some of these rules and regulations being changed and others not. Consequently, in most
cases this results in what is called ad hoc land development strategies that exhibit traces
of the old public land development model. The alternative institutional setting thus
parallels instead of replaces the system (Sorensen, 2015). Path dependency, in this regard,
also manifests in cultural and behavioural aspects.
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A sociological and historical institutional perspective enables it to be seen that people
within municipalities attach significant meaning to institutional systems that have been in
place for years. This resonates with the idea put forward by Salet (2018) that there is an
often hidden and under-discussed deeper meaning of fundamental institutions, such as
policy discretion and executive mandates, as well as land ownership, and value increment.
In line with that, Chapter 2 showed that public land development consists of a complex
set of intertwined rules and regulations that are often emotionally laden. It is not surprising
that a ‘heavy’ policy instrument, like public land development, does not easily change
(Sorensen, 2015). The model of public land development creates such serious path
dependencies and intertwinement with planning practice that substantially changing it
without regulatory intervention of national government would be highly unlikely.
Pragmatic changes will only partially change a system; without systemic change it is likely
that the old system will come back.

What are the key considerations to reduce legitimacy dilemmas when optimising
the effectiveness of applying private law market interventions, such as public land
development strategies? (Chapter 3)

Chapter 3 connected the formal institutional context (Chapter 2) to the governance
processes in which land transactions take place (Chapter 4). Although the particular lens
through which this connection can be further elaborated can vary, Chapter 3 took a
legitimacy approach. By doing so, it built on the outcomes of Chapter 2 in which the
dilemmas of ad hoc, and sometimes inconsistent, public intervention in land markets
posed the question of legitimate public action. As the public interest becomes more
integrative and complex, the appropriateness of public intervention can no longer be
answered with a simple “yes” or “no”. The concept of ‘legitimacy’ offers a nuanced way to
discuss dilemmas of appropriateness of public action that evidently arise. To answer the
research question, a framework was built to stimulate a dialogue on the intricate connections
and inherent contradictions between the various arguments to legitimise public action
and select appropriate tools. Based on a thorough empirical study in 8 Dutch cities, the
dilemmas that arise from public land development strategies were operationalised.
Are planners in fact market actors (Adams and Tiesdell, 2010)? And are planning ethics at
stake when public bodies intervene in private markets (Campbell and Henneberry, 2005,
Campbell and Marshall, 2005)? The answer depends upon the point of view taken. The
empirical evidence and legitimacy framework presented in Chapter 4 showed that input,
throughput, and output legitimacy often conflict with each other. Whether an organisation
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puts emphasis on input, throughput, or output also affects how the public interest of
planning is defined, and the rationality of using public land development legitimised.
The conclusion which flows from this should be that planning and land policy choices and
the application of heavy direct policy instruments should be based on a thorough analysis
and dialogue of the three levels of legitimacy, with transparent decisions leading to one
of the levels prevailing over the others. This sounds rather easy, but I would like to argue
that it is a fundamental conclusion for two reasons.
First, the dichotomy of state versus market is not useful. Legitimacy presents an innovative
view on the growing body of research that explicitly points at the fundamental differences
between discretionary, regulatory and hybrid planning systems (Booth, 2007, Buitelaar et
al., 2011, Buitelaar and Sorel, 2010). Regulatory regimes, such as in France, Germany, and
Scandinavian countries in general show more legal certainty than discretionary systems,
such as those in Britain and the US. Due to its policy discretion, some authors point at the
market orientation of the British planning system (Campbell and Henneberry, 2005). The
Dutch system, although based on strong regulatory pillars, shows - with its dominant
public land development strategy - great similarities with the market orientation of
discretionary systems. The financial-economic rationality of public land development
interacts with urban planning practice on several aspects. This division between
discretional and regulatory planning systems is rather theoretical. However, whether
practice and dilemmas shape rules and market structures, or the other way around, is
determined in everyday situations of flexibility and situational decision making.
Second, it demonstrates that formal and informal institutions explicitly or implicitly focus
on either input, throughput, or output legitimacy. This conclusion underlines the analysis
of Vincent-Jones (2006) that regulatory strategies often divorce means and ends, and
focus on either the latter or, (predominantly,) the former. Moreover, it is in line with the
plea recently made by Salet (2018) to perceive the added value of institutionalism not only
through better understanding outcomes, but also in providing a tool that facilitates
profound dialogue on the often hidden rationality behind the rules and instruments that
shape planning practice. One of the empirical findings from Chapter 3 is that throughput
legitimacy may obfuscate input legitimacy. In other words: the focus on strict accountancy
and valuation rules, budget regulations and process guidance, prohibits policy makers
and decision makers from continuously reflecting on the underlying values that inherently
accompany the application of those rules and regulations. Bureaucrats tend to argue that
they act reasonably, by pointing at the rules that are in place. However, keeping in mind
the conclusions of Chapter 2 regarding incoherent regulations, planners need to
fundamentally rethink the hidden messages that stem from the processes, laws and
customs that are in place.
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How can we explain the land prices determined in inner city land markets? (Chapter 4)

Chapter 4 explicitly shifted focus towards the governance processes through which land
is transacted. Based on in depth case-study research of four inner-city regeneration
projects and accompanying public land development acquisition schemes the chapter
revealed an analytical and empirical exercise of going behind the numbers of the
transactions (Lindblom, 2001, Dorchester Jr, 2011). It further elaborated the perspective of
land and property markets being institutionally and socially constructed and sought to
understand how acquisition prices play a role in such markets. Such a sociological
deconstruction of land market exchange should not be seen as ‘better’ or ‘opposed’ to
conventional supply and demand determination of land market prices. Applying a case
study approach towards land transactions is the ultimate consequence of the conclusions
already drawn by many authors (Evans, 1995) that the land market is not an efficient
market. As inner-city land markets are even more institutionalised and complex, a social
institutional approach towards land markets shifts focus regarding the subject of analysis
and how particular analyses are being conducted. Such an approach explores the richness
of land transactions.
The conclusions of Chapter 4 are to some extent in line with the arguments made by
Needham (1992, 2004) and Evans (1995). The institutional contexts allows one to predict a
range of potential land values. The exact land price is, however, subject to heavy
negotiations. This is also in line with the view of Williamson (2000) who points to a layered
construction of market outcomes, built up from ‘market incentives’, ‘the rules of the game’,
‘the play of the game’ and ‘culture’. However, the empirical evidence enables the ideas of
a layered market outcome to be enriched and challenged in three ways.
First, the institutional contexts allows planning practitioners to predict a range of potential
land values. However, the empirical outcomes are more rigorous. The value of land in the
inner-city regeneration context should not be seen as a predictable range of values,
instead inner-city land markets leave the actors with a multiple value context in which the
actors should define strategies to navigate. Formal institutions that prescribe a valuation
method leave plenty of room for strategic behaviour to influence such prescribed
valuation. Moreover, valuation itself as a profession seems to be highly subjective (Mooya,
2009), because the various arrangements that are parts of contracts make transactions
rather unique and hard to compare. This leads to the question of whether land markets
can potentially be more rational and predictable if the institutional context leaves less
room to manoeuvre, or, if value and price are inherently social constructs that will always
be subject to interpretation and competing claims (Caliskan and Callon, 2009).
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Second, the chapter presented three propositions on how municipalities give meaning to
the process and navigate the context of public land development. They navigate through
anchoring on a specific value and attach importance to it. This process of anchoring and
attaching importance is determined by regulatory instruments, political urgency, and
relationships between the municipality and the buyer. The number of case studies in this
research is too small to say something generic on these anchoring strategies. However,
what is surprising is that multiple valuation leaves significant room to manoeuvre and all
anchoring mechanisms pose questions of legitimacy. Can transparency be guaranteed if
regulations such as the Expropriation Law leave room to discuss the valuation context?
Should political urgency (public interest) be an argument to pay more for a plot of land?
Does it make sense that public land acquisition prices are lower if internally settled with
cross-departmental subsidies, e.g. from the educational or transport department?
Third, the empirical evidence suggests that the regulatory context of transactions, as well
as values and prices themselves, are endogenous variables. During the transaction process
both seller and buyer give meaning to these regulations and to the concepts of value and
price. It is a mutual connection between the institutional context of the transaction and
the process itself. The institutional context is influenced by, and gains meaning through,
transaction processes. This resonates with what is called the “highly-interactive and mutually-constitutive character of the relationship between institutions and individual action”
(Hall and Taylor, 1996, p. 15). This view ties in with the idea of the land (or property) market
as an institution itself, reflecting dominant interests within society (Keogh and D’Arcy,
1999). It shifts away from the idea of institutions as constraining or structuring rules and
regulations, towards the land market being a “network of rules, conventions, and
relationships which collectively represent the system through which property is used and
traded” (Keogh and D’Arcy, 1999, p. 2408).
The empirical evidence on the social character of market processes and the way in which
institutions gain meaning during transactions has fundamental repercussions on the
institutional design of land management strategies. Parallel to the conclusions of Chapter
2, an instrumentalist and rational view on institutional change does not take into account
the fact that institutions reflect power balances and cultural elements that are hard to
change (Williamson, 2000, Keogh and D’Arcy, 1999)
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What kind of institutional aspects (formal and informal rules) are included in the deeds
of purchase in rural land transactions? What impact do (these) institutional aspects of
rural land markets have on the prices paid for land? (Chapter 5)

Chapter 5 focused on market outcomes and tested the assumption that it is not only
land that is subject to land transactions, but that a variety of rights and duties are also
exchanged. Through a quantitative study of over 200 formal deeds of purchase, the
chapter revealed the extensive range of property rights and liabilities, special transaction
considerations, laws, regulations and actor relations recorded in the contract deeds.
The evidence suggest that only 10 percent of the land transactions can been seen as
exchanged under market conditions: “sales between strangers with no special considerations
involved” (Perry and Robison, 2001, p. 396).
This particular outcome was not expected as rural land seems to be quite straightforward.
Compared to the rural land market, the urban land market is characterised by many actors,
complex ownership situations (Buitelaar and Segeren, 2011) and ownership constraints
(Adams et al., 2001). This dissertation only relied on deeds of purchase as source of data in
Chapter 5; the findings of the inner-city case studies in Chapter 4 suggest that a multitude
of property rights and additional agreements are part of these deeds of purchase.
Although the quantitative analysis presented in this Chapter 5 showed a greater explanatory
power of the land price model including all institutional characteristics of the land that is
exchanged, the chapter is quite ambiguous in that regard. The choice between a quantitative
and a qualitative research approach towards land (and real estate) market outcomes is not
as straightforward as it seems. Rather, the chapter shows the complexity of land markets
and land price research. An analysis of the individual transaction level potentially increases
the number of explanatory variables to such an extent that there is a need to carefully
examine under what conditions this level of analysis is suitable for modelling purposes.
The institutional perspective taken in Chapter 5 basically relied on rational choice.
However, the outcomes emphasised the need to dig deeper into transaction processes
and combine rational choice with a sociological perspective. The way in which transactions
are recorded is crucial to increase transparency. This is in line with the findings by Ma and
Swinton (2012) regarding deviations between land prices and land values. Moreover, it
also resonates with the ‘multiple value context’ that was found in Chapter 4 of this thesis.
The fact that a transaction price (including additional arrangements) deviates from the
original land value might not be a problem as long as the transaction price is not recorded
as the new land value and is not used as reference value for other transactions.
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6.3. POLICY IMPLICATIONS AND VALORISATION
The research questions that have been answered in this thesis lead to four policy recommendations.
First, changes in the institutional context are complex. Decades of close interdependencies among rules, norms, guides, instruments and behaviour often establish a seriously
aligned and balanced institutional setting. Changing a part of this setting may cause the
system to be out of balance. Chapter 2 showed that public land development in the
Netherlands has, for years, resembled a balanced institutional setting. Pragmatic policy
changes result in what is called ‘situational land development’. Situational land development
no longer primarily relies on public land development, but in principle allows the municipality
to situationally choose a specific land development strategy. Although this seems under
standable, in practice municipalities need to arrange an instrumental, financial and
expertise back-up for each strategy they might use. The question arises of whether land
management is a policy field in which municipalities can situationally pick a strategy.
Dealing with property rights and ownership requires ultimate transparency and legitimate
action. Transparency and legitimacy result from consistency and predictability. Municipalities
should carefully think through (and potentially change) the entire institutional context of
land management, ranging from the underlying vision and aim, connection to other
domains, instruments, mandates, and financial incentives, to required expertise.
Second, the outcomes of Chapter 3 can be read as a plea for there to be a profound
dialogue between policy makers, urban decision makers and democratic councils on
the underlying values that drive policy decision and incentivise policy instruments.
The legitimacy framework presented makes it clear that public action can be legitimised
in various ways; no approach is simply right or wrong. Moreover, what is legitimised from
an input perspective can cause dilemmas with an output legitimacy approach. There is
no world without dilemmas. However, the existence of dilemmas should not be an
argument to not have a dialogue on the DNA of the institutional setting that has been
created.
This second policy recommendation elaborates on the recommendations made by the
Dutch Council for the Environment and Infrastructure (Raad voor de leefomgeving en
infrastructuur, 2014). The Council stated that public land development should only be
allowed in those cases where transactions are preceded by a profound dialogue in the
democratic council on the public interest that is at stake. Such an input legitimacy
requirement is exactly what is needed in a system that predominantly relies on throughput
and output legitimacy.
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Third, in line with the former argument, the thesis shows the need for a profound reflection
on what is often taken for granted. Regulations and practices that influence the valuation
context are sometimes unclear and open for discretion. There might be good arguments
to leave municipalities with room for manoeuvre and the possibility to tailor processes to
specific contexts. However, Chapter 4 showed that a multiple value context, which is the
result of too much discretion, allows for partners to define strategies that rely too much on
the unfair exploitation of power and dependency relations, and ad hoc political urgencies.
From these findings, it is recommended that there is a need to analyse which aspects of
valuation regulations and adjacent policy instruments can be better defined or even
tightened.
Finally, the fact that a transaction price (including additional arrangements) deviates from
the original land value might not be a problem as long as the transaction price is not
recorded as the new land value. The outcomes noted in Chapter 5 create a serious
challenge for the valuation practice with regard to how they can integrate and compare
large scale data sets with in depth knowledge on what exactly has been subject of
transaction, and under what regime.

6.4. C
 ONTRIBUTION TO KNOWLEDGE AND DIRECTIONS
FOR FURTHER RESEARCH
Following debates in planning literature on the urgency of applying institutional thinking
to planning practice and theory (Sorensen, 2017, Salet, 2018), this dissertation brought
together planning and land market research. This connection is not new. However, existent
literature has mainly focussed on a rational choice institutional perspective. By putting
the following question central to the research ‘How do land market institutions interact with
governance processes through which property rights in land are exchanged?’, chapters 2-5 of
this dissertation applied various institutional strands to analyse and understand how planning
practice and land markets are institutionalised and intertwined. With that, the contribution
to the furtherance of existing knowledge is threefold.
First, Needham et al. (2010, p.162) asked themselves, rhetorically, “should we look at institutions
to better understand land markets?”. This dissertation has contributed to systematically
spelling out the broad range of institutional commodity, transaction and land market
characteristics including their influence on market outcomes. The research not only
looked at institutions to better understand land markets but additionally followed Lai and
Hung (2008), Webster and Lai (2003) and Needham (2004) in their arguments that without
looking at the institutional context our understanding of land markets remains very
limited. The various institutional approaches taken in this dissertation allowed it to contribute
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to an in-depth understanding of the governance process through which land transactions
take place, and how these transaction processes interact with institutional context. At this
transactional level the culturally and socially embedded nature of decision-making
processes demand more actor sensitive research approaches than statistical modelling:
“the ‘why’ question is frequently sacrificed on the altar of mathematical tractability”
(Watkins and McMaster, 2011, p. 282). This dissertation aimed to highlight the richness of
insights behind the numbers.
Second, the current research has tried to stay away from the dichotomy of planning and
markets, a view that too much encourages the belief that planning is hampering the
functioning of land and real estate markets (Chesire and Sheppard, 2005). It is not really
helpful, in this respect, to stay in the frame of the dichotomy and say that: “planning must
now work hard to create an alternative economic discourse, drawing on the fuller range of
economic perspectives, which accurately demonstrates the added value of planned
intervention in the real-estate market” (Adams and Watkins, 2018, p. 441). In addition, to
frame planners as market actors (Adams and Tiesdell, 2010), might be seen as keeping the
dichotomy alive. A more sociological and historically oriented institutional perspective
allows the development of a more holistic view that emphasises the inherent intertwining
of planning and markets. The governance mechanisms through which property rights are
exchanged are shaped by the institutional context and vice versa. It is these governance
processes of exchange that this thesis has tried to fundamentally understand. It is in the
words of Keogh and D’Arcy (1999, p. 2408) a “network of rules, conventions and relationships
which collectively represent the system through which property is used and traded”.
Thirdly, the institutional perspective on the functioning of land markets and its connection
to planning shows the enormous complexity of intertwinement. It should also be
concluded that in this complexity; path dependencies, hidden incentives, and underlying
values often remain invisible and/or not open to dialogue (Salet, 2018). In order to keep a
grip on complexity, stakeholders tend to attach to ad hoc and partial decisions and use
simplified instrumental rationalities. The legitimacy perspective developed in this
dissertation (Chapter 3) has serious potential to reopen the discussion on public values,
the public interest, and systemic change. Through its focus on dilemmas, the legitimacy
perspective can stimulate questioning of long-held beliefs pertaining to public action
and the perceived dichotomy between planning and markets.
The findings of this thesis hopefully provide the planning and real estate community with
new insights to better connect and understand how they influence each other. As argued
in Chapter 1, the Dutch case of public land development possesses a highly institutionalised and intensified connection between urban planning and (public) land management.
At the same time, there has been a tendency to shift away from public land management
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strategies, that turned out to be financially risky in (recent) times of economic downturn.
Why do the conclusions from such a unique case as the Dutch context appeal to the wider
international planning and real estate community? Land management strategies significantly
differ from each other (Van der Krabben and Tiwari, 2019). However, what countries (should)
have in common is that the choice and performance of a particular land management
strategy (or combination of strategies) should be deliberate. As ownership of land
concerns fundamental rights and urban planning is often regarded as serving the public
interest, land management strategies should perform to high standards and expectations.
All configurations of connections between land management strategies and urban
planning systems concern ‘institutionalisation’ and public intervention, at least to some
extent. This thesis has shown that the institutionalisation of land markets (even in a highly
institutionalised system) is not as straightforward as is often assumed in institutional
(economic) thinking. In order to perform to high standards and expectations (e.g. in terms
of transparency, flexibility, predictability, efficiency and fairness) the institutional context
plays a crucial role. However, these institutions (1) do not sort effect in a ‘linear’ or
predictable way; (2) cannot be changed very easily; and (3) are closely interconnected
with each other. The thesis has demonstrated the importance of possessing a profound
understanding of institutions, their meaning and processes of change, in order to assess
the performance of transactions and land markets. Making a deliberate choice to use a
specific land management strategy, in essence, means a dialogue on the legitimacy of the
institutional context. Whether such a choice results in privately or publicly oriented
management strategies, or regulatory, or empirically focussed urban planning and
development processes is less relevant. Each configuration deals with its own dilemmas,
path dependencies, and unexpected institutional outcomes.
The findings, however, also lead to new questions and avenues for future research. A first
recommendation concerns the research presented in chapters 2, 3 and 4 and relates to
the point made in the previous paragraph. The current thesis concluded that the
governance mechanisms through which property rights are exchanged are shaped by
the institutional context and vice versa. The research can be carried out in other countries
with a strong tradition of public intervention in land markets and countries that rely on
private developer-led land management strategies. How do they differ in the aspects that
define institutional change, legitimacy dilemmas and strategies to navigate multiple
values? Research suggests that both types of systems have to deal with issues of legitimacy,
unbalanced power and the entwinement of roles (Mäntysalo et al., 2011, Campbell and
Marshall, 2005). Such an international research design could give insights into whether the
conclusions of this thesis are relevant in a more generic way: during the (governance)
processes of property exchange the institutional context and outcomes of exchange are
shaped and gain their meaning.
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A second topic stems from the conclusion that the Dutch system, although based on
strong regulatory pillars, shows - with its dominant public land development strategy great similarities with the market orientation of discretionary systems. As institutions, such
as price and value, are sometimes fuzzy concepts and instrumental rationalities gain
meaning during land transactions and urban planning processes, even the Dutch
regulatory system tends towards empirical planning systems in which practice determines
rules and not the other way around. The room to manoeuvre and negotiate allows for
financial rationalities to become important in urban planning processes. This might be
even more the case if the flexible and ad-hoc situational land policies succeed in the
future. As this thesis showed, municipalities have not yet sorted out whether profit-making
might be a legitimate argument to embark upon situational land acquisitions. International
comparative planning and property market studies (Alterman, 2010, Valtonen et al., 2017,
Webster and Lai, 2003, Booth, 2007) often take a more rational institutional approach. The
broadened perspective on institutionalism and property exchange taken in this thesis
might give rise to new characterisation and new elements of comparison between
national planning systems. With its focus on institutional change and the (hidden)
meaning and values underlying institutions, regulatory planning systems might, in reality,
turn out to be more discretionary in nature.
Thirdly, and here I broaden the view and recap the general urgency of the thesis that
started by pointing out that the major decarbonisation challenges that cities face require
a reflection on the role of government in society (Mazzucato, 2015) and strong public
policy instruments (Campbell, 2006, Adams and Watkins, 2014). The public land
development system, with its strong public intervention, parallels the current intention of
several local and regional government authorities to set up a publicly owned energy
company in order to speed up and coordinate decarbonisation measures (Hoppe et al.,
2015, Lammers and Hoppe, 2019). The growing importance of decentralised, and
coordinated urban energy infrastructure investments will more and more become a
planning issue. Future research can address these aspects of energy planning and should
focus on the way in which direct public intervention through public (municipal) energy
companies can be legitimised, and learn from experiences with public land development.
To conclude, this thesis as shown the importance of embracing a broadened perspective
on the functioning of land market institutions. It has also demonstrated that the
performance and change of institutions are path dependent, sometimes unexpected and
situationally specific. Additionally, it has been proven that institutions cannot operate in
isolation, but are part of the institutional context. The institutional context will often be
incoherent and will include contradictory incentives and rationalities. To increase the
legitimacy of the institutional context profound dialogue and transparency on dilemmas
are crucial, perhaps even without resulting in deliberate institutional change. Are we able
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to shed light on the hidden institutional incentives? And do we dare accept that there will
always be dilemmas that cannot be solved?
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APPENDIX A | SUMMARY AND ‘SAMENVATTING’
SUMMARY
Cities face enormous challenges in terms of rapid urbanisation, decarbonisation, inclusion,
and climate adaptation. These challenges underline the importance of the well-coordinated distribution of spatial functions and robust, integrated, and societal based planning
content, substantiated by effective implementation instruments in order to avoid policy
implementation gaps. The implementation of urban planning practices are closely
interlinked with the effectiveness of land management strategies. Planning traditions that
are backed-up by comprehensive land management strategies are known for their
effectiveness and institutionalised character. In Europe, only Finland, Sweden, the Netherlands,
and to some extent Switzerland, make use of comprehensive public land development
strategies. Public land development has attracted a great deal of negative attention in the
Netherlands. Many municipalities have encountered financial hardship and were obliged
to devaluate the potential building land they had bought in the past. In 2014, the Dutch
Council for the Environment and Infrastructure sounded the alarm bell by expressing its doubts
as to whether the Dutch planning system would be able to function at all without the
economic rationality of its most important pillar; the public land development model.
The council addressed the following question: “how can the quality of the built environment be
maintained, or brought up to the desired level, now that the necessary financial resources
are dwindling due to slower demographic and economic growth, or even negative growth?”
Given that cities are at the heart of a growing worldwide policy discourse and strongly
appeal to the international planning community, there is a great urgency to better
understand the relationships that exist between planning and urban land (property)
markets. Public land management strategies are strong, direct, policy instruments. They
tend to create their own instrumental rationalities and may also result in significant side
effects. A better understanding of how such direct government planning instruments
effect property markets is crucial if we are to fully exploit their effectiveness for planning.
Our current understanding of the relationships between planning and property markets
relies heavily on a dominant rational choice institutional frame. Given the lively and broad
discussions pertaining to institutions within planning theory, and the close connection
between planning and land - and property markets, this is quite surprising. Broadening
the scope of the institutional approach in land and property market research shifts the
focus of understanding these markets from output and outcomes, towards a better
understanding of how various institutions play a role in shaping the governance processes
through which property transactions take place. By extending the institutional lens on
land markets, this thesis aims to:
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increase existent understanding of the functioning of land markets, through focusing on the
interactions between institutions and the governance processes through which property rights
in land are exchanged.
The central research aim is translated into four guiding research questions:
To what extent have local governments formally adapted their public land development
strategies in the recent years of economic downturn?
What are the key considerations to reduce legitimacy dilemmas when optimising the
effectiveness of applying private law land market interventions, such as public land
development strategies?
How can we explain the land prices determined in inner city land markets?
What kind of institutional aspects (formal and informal rules) are included in the deeds
of purchase in rural land transactions? What impact do (these) institutional aspects of
rural land markets have on the prices paid for land?
Chapter 2 addresses two distinctive elements. The first element relates to an exploration
of the institutional (and regulatory) context of public land development in Dutch cities.
Some regulatory boundaries are set by national law, and thus apply to every municipality.
Although public land development is an intricate and complex strategy, not so much is
known about the various aspects of the instrument that municipalities themselves formally
or informally institutionalise. In terms of institutionalism, how do they define the rules
(their own rules) of the game? The second aspect of this first research question relates to
institutional change and the way in which municipalities changed their rules of the game
due to the economic crises of 2008. The chapter concludes by suggesting that the way in
which land policy memoranda show a change in the institutional context of public land
development strategies reflect internal discussions and are the result of (a new) balance
of power. In line with that, Chapter 2 shows that public land development consists of
a complex set of intertwined rules and regulations that are often emotionally laden.
The model of public land development creates such serious path dependencies and
intertwinement with planning practice that substantially changing it without regulatory
intervention of national government would be highly unlikely. Pragmatic changes will
only partially change a system; without systemic change it is likely that the old system will
come back.
Chapter 3 elaborates on the coherency of the institutional context and connects the
institutional context to the practice of governance structures. It again takes the case of
public land development as an example of a complicated institutional context, considering
the intertwining roles of a public body. The municipality acts as a market player, with
financial incentives, and as planning authority, seeking to optimise spatial quality. Chapter 3
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explicitly addresses the theoretical concept of legitimacy. Legitimacy is a means to
operationalise the connection between the regulatory context of formal and informal
rules and the governance structures through which land transactions take place. The
concept of legitimacy offers rich and layered insight into how the institutional context
impacts actual practice (through a focus on input regulations, process regulations and
output incentives). Whether an organisation puts emphasis on input, throughput, or
output also affects how the public interest of planning is defined, and the rationality of
using public land development legitimised.
The conclusion which flows from this should be that planning and land policy choices and
the application of heavy direct policy instruments should be based on a thorough analysis
and dialogue of the three levels of legitimacy, with transparent decisions leading to one of
the levels prevailing over the others. Very often throughput legitimacy may obfuscate
input legitimacy. In other words: the focus on strict accountancy and valuation rules,
budget regulations and process guidance, prohibits policy makers and decision makers
from continuously reflecting on the underlying values that inherently accompany the
application of those rules and regulations.
Chapter 4 switches focus to the level of land transactions. It tries to explain transaction
prices by unravelling the governance structure, and the process and institutional context
within which transactions take place. By doing so, it not only sheds light on the ‘liberty’
that municipalities have in designing these governance contexts, for instance due to
vague institutionalisation of the concepts of value and price, but also seeks to identify
the major determinants of how municipalities exploit/use that institutional void. It also
touches upon more social institutional issues, such as how people involved in land
transactions attach value to certain governance and process characteristics. Based on a
social institutional framework the research question is answered by digging deep into
four cases studies of inner-city public land transaction (schemes). The social institutional
land market perspective is complemented by a thorough analysis of valuation literature
which shows a similar distinction between neo-classical and sociological underpinnings.
With its social institutional approach the chapter implicitly challenges the idea of land
prices as mere outcomes of transaction processes. It analyses whether and how both
structuring rules and regulations as well as land prices are an integrated and interconnected
part of transaction processes. The chapter concludes with three key messages. First,
the value of land in inner city regeneration context should not be seen as a predictable
range of values, instead, inner city land markets leave actors with a multiple value context
in which they should define strategies to navigate. Second, municipalities navigate
this context through anchoring on a specific value and attaching importance to it.
This process of anchoring and attaching importance is determined by regulatory
instruments, political urgency and relationships between the municipality and the seller.
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Third, the empirical evidence suggests that the regulatory context of transactions, as well
as values and prices themselves, are endogenous variables. During the transaction process
both seller and buyer give meaning to these regulations as well as to the concepts of
value and price. It is a mutual connection between the institutional context of the
transaction and the process itself.
Chapter 5 presents a full overview of the property rights that are subject to land
transactions. It takes a rather rational choice institutionalist approach to unravelling the
transacted good. It treats property rights as land plot amenities. By doing so, it explores
the extent to which land plots differ from each other and, on a more profound level,
addresses the question of whether land prices can be compared with each other.
Moreover, it challenges whether a rational choice perspective should be applied at all.
The deeds of purchase of land transactions enable one to obtain a rich insight into what
exactly has been subject to transaction. Through a quantitative study of over one hundred
formal deeds of purchase, the chapter reveals the extensive range of property rights and
liabilities, special transaction considerations, laws, regulations and actor relations recorded
in contract deeds. The evidence suggests that only 10 percent of land transactions can
been seen as exchanged under market conditions. The outcomes emphasise the need
to dig deeper into transaction processes and combine such a rational choice with a
sociological perspective. The way in which transactions are recorded is crucial to increasing
transparency.
Finally, Chapter 6 reflects on the conclusions, policy implications, and avenues for future
research. There are three key messages. First, the various institutional approaches taken in
this thesis enabled it to contribute to an in-depth understanding of the governance
process through which land transactions take place, and how these transaction processes
interact with the institutional context. At this transactional level the culturally and socially
embedded nature of decision-making processes demand more actor sensitive research
approaches than statistical modelling. This dissertation has proven the richness of insights
behind the numbers. Second, a more sociological and historically oriented institutional
perspective allows one to undertake a more holistic view that emphasises the inherent
intertwining of planning and markets. The governance mechanisms through which
property rights are exchanged are shaped by, and at the same time shape, the institutional
context. The dominant frame of the dichotomy of planning and markets is not very helpful
in this respect. Third, the legitimacy perspective developed in this dissertation has serious
potential to reopen the discussion on public values, the public interest, and systemic
change. Through its focus on dilemmas, the legitimacy perspective can stimulate
questioning of long-held beliefs pertaining to public action and the perceived dichotomy
between planning and markets. To reopen this debate is extremely relevant in the light of
the often heard plea as to the need to reflect on the role of government in society as well
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as the need for the creation of strong public policy instruments to coordinate urban
decarbonisation investments.

164 | Appendix A

Summary and ‘samenvatting’ | 165

SAMENVATTING
Verregaande urbanisering, de energietransitie, inclusiviteit en klimaatadaptatie vormen
grote uitdagingen voor steden. Om deze uitdagingen aan te kunnen, is het belangrijk dat
steden beschikken over een goed ruimtelijk ordeningsinstrumentarium. Een instrumentarium waarmee steden op effectieve wijze integrale en robuuste plannen tot uitvoer
kunnen brengen. Het succes van ruimtelijke ordening hangt samen met de effectiviteit
van het grondbeleid. In landen met een actief grondbeleid staat ruimtelijke ordening
veelal bekend om zijn effectiviteit en de robuuste inbedding in het gehele (gemeentelijke)
beleidsinstrumentarium. In Europa maken, naast Nederland, alleen Finland en Zweden –
en tot op zekere hoogte ook Zwitserland – gebruik van een actief grondbeleid. Actief
grondbeleid is door de economische – en financiële crises onder zware druk komen te
staan. Veel gemeenten kwamen in de financiële problemen omdat ze omvangrijke
verliezen moesten nemen op de gronden die ze in bezit hadden. In 2014 heeft de Raad
voor de leefomgeving en infrastructuur zelfs de noodklok geluid. De Raad trok in twijfel of
de ruimtelijke kwaliteit in Nederland in de toekomst ook zonder het actieve grondbeleid
op peil gehouden kon worden. Het actieve grondbeleid was immers decennialang een
cruciale pijler geweest van het Nederlandse ruimtelijke ordeningsbeleid. De Raad stelde
de volgende vraag: ‘Hoe kan de gewenste kwaliteit van de bebouwde omgeving op de
lange termijn behouden blijven/gerealiseerd worden als de huidige financieringsbron is
weggevallen?’
Omdat de grote maatschappelijke uitdagingen van deze tijd een effectief ruimtelijk ordeningsbeleid steeds urgenter maken, is het belangrijk om de relatie tussen ruimtelijke
ordening en de werking van grond- en vastgoedmarkten beter te begrijpen. Actief
grondbeleid is een omvangrijk, stevig en direct beleidsinstrument. Rondom dergelijke beleidsinstrumenten kunnen ook – soms onverwachte en ongewenste – eigen praktijken,
waarheden en drijfveren ontstaan. Ons huidige begrip van de relatie tussen ruimtelijke
ordening en de grondmarkt leunt op een eenzijdig theoretisch kader, dat we kunnen
benoemen als ‘rationeel institutionalisme’. Dat is best opmerkelijk, aangezien het
theoretische debat binnen het gehele vakgebied van ruimtelijke ordening een veelzijdige
interpretatie van het institutionalisme laat zien. Door de rijkheid te benutten van de brede
institutionele stroming kunnen we in het onderzoek de focus verleggen van het beter
verklaren van de uitkomsten van de grondmarkt naar een beter begrip van de governance
processen die leiden tot grondtransacties en de uitkomsten op de grondmarkt. Door de
institutionele lens te verbreden, beoogt deze thesis:
Het functioneren van de grondmarkt beter te begrijpen door te kijken naar hoe de interactie
tussen instituties en de governance processen leidt tot de transactie van eigendomsrechten
in grond.
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Deze centrale doelstelling is opgedeeld in vier onderzoeksvragen:
In hoeverre hebben gemeenten naar aanleiding van de economische crisis formeel hun
beleid gewijzigd ten aanzien van hun gedrag op de grondmarkt?
Wat zijn de belangrijkste overwegingen bij het reduceren van legitimiteitsdilemma’s
die voortvloeien uit het optimaliseren van de effectiviteit van actief grondbeleid?
Hoe kunnen de acquisitieprijzen van grond op binnenstedelijke locaties worden
verklaard?
Welke institutionele aspecten worden opgenomen in de koopakten van agrarische
grond, en welke impact hebben deze aspecten op de acquisitieprijs?
Hoofdstuk 2 adresseert twee specifieke thema’s. Het eerste thema gaat over de institutionele
context (wet- en regelgeving) van gemeentelijk grondbeleid. Een deel van die institutionele
context wordt vastgesteld door de Rijksoverheid en geldt voor iedere gemeente. Een ander
deel van die context bepalen de gemeenten zelf. Hoewel actief grondbeleid een breed
geaccepteerd en complex beleidsinstrument is, is er niet veel bekend over welke regels
gemeenten zichzelf opleggen, en dus formeel of informeel institutionaliseren. In termen
van het institutionalisme: hoe definiëren gemeenten zelf ‘de spelregels’? Het tweede
thema dat hoofdstuk 2 analyseert is de wijze waarop gemeenten deze zelf opgelegde
spelregels hebben gewijzigd na de economische crisis. Gemeenten leggen hun spelregels
vast in een Nota Grondbeleid. Hoofdstuk 2 concludeert dat de wijze waarop de spelregels
door gemeenten zijn gewijzigd de machtsverhoudingen en interne discussies binnen
gemeenten weerspiegelt. De spelregels voor (actief) gemeentelijk grondbeleid zijn complex
en bestaan uit een set van met elkaar vervlochten formele wetten en regels, die vaak
resoneren met jarenlange tradities, en ook emotioneel geladen zijn. Het feit dat het
actieve grondbeleid bestaat uit een dusdanige verwevenheid van regels en jarenlange
verbondenheid aan ruimtelijke ordening en – standaarden, maakt het beleidsinstrument
vatbaar voor grote padafhankelijkheid. Een fundamenteel afscheid van actief grondbeleid
zonder nationale beleidsinterventie lijkt niet logisch. De pragmatische wijzigingen die
gemeenten aanbrengen zullen het beleid alleen op onderdelen wijzigingen. Zonder wijzigingen
op systeemniveau door te voeren, is het logisch te verwachten dat het oude system van
actief grondbeleid zal terugkeren.
Hoofdstuk 3 borduurt voort op de coherentie in de set aan wetten en regels die samen
het (actieve) gemeentelijke grondbeleid vormen. De analyse verbindt dit institutionele
kader aan de daadwerkelijke governance structuren. De Nederlandse casus van actief
grondbeleid is een mooi voorbeeld van een sterk geïnstitutionaliseerde context waarin
gemeenten een dubbele rol hebben. De gemeente begeeft zich op de grondmarkt als
marktspeler. Daar vloeien economische en financiële belangen uit voort. Daarnaast zijn
gemeenten ook verantwoordelijk voor een goede ruimtelijke ordening en ruimtelijke
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kwaliteit. In die hoedanigheid beschikken gemeenten over instrumenten die hen ook in
de rol van marktmeester plaatst. In hoofdstuk 3 wordt deze dubbele rol geanalyseerd met
behulp van het theoretische concept ‘legitimiteit’. Daarmee gebruikt dit hoofdstuk ‘legitimiteit’
als een manier om de verbinding tussen formele wetten en regels enerzijds en de governance
processen anderzijds te operationaliseren. Het concept ‘legitimiteit’ biedt de mogelijkheid
om rijke gelaagdheid aan te brengen in de wijze waarop de institutionele context de
daadwerkelijk praktijk beïnvloedt (bijvoorbeeld door een focus te leggen op democratische
‘input legitimiteit’, procesvereisten of juist op efficiënte grondmarkt uitkomsten). De wijze
waarop gemeenten invulling geven aan het begrip ‘legitimiteit’ heeft invloed op het
publieke belang van ruimtelijke ordening en de rol die actief grondbeleid speelt in het
behalen van de ruimtelijke doelstellingen. De conclusie die we kunnen trekken is dat er
drie vormen van legitimiteit zijn (input, throughput,en output) en dat die alle drie voorkomen in
het beleid van Nederlandse gemeenten. De beslissing om actief grondbeleid te voeren
zou gebaseerd moeten zijn op een transparante analyse en dialoog over die drie vormen.
Een combinatie van de drie vormen resulteert in dilemma’s, en in de praktijk zal altijd één
van de vormen overheersen. Het besluit om te kiezen voor een bepaalde vorm van
legitimiteit moet een transparant besluit zijn, dat is het nu vaak niet. In veel gevallen
over
heersen accountancy-, taxatie-, en begrotingsregels (throughput), waardoor een
fundamentele reflectie op de aard en onderliggende waarde van actief grondbeleid als
beleidsinstrument (input) verdwijnt.
Hoofdstuk 4 verschuift de focus van de analyse naar het niveau van grondtransacties zelf.
De analyse probeert de governance structuur te ontrafelen die heeft geleid tot de grondtransactie. De analyse laat niet alleen de beleidsvrijheid zien die gemeenten hebben om
deze governance structuur te beïnvloeden (bijvoorbeeld door het feit dat begrippen als
grondwaarde en grondprijs soms niet helder zijn afgebakend), maar het laat ook zien
welke factoren een rol spelen bij de wijze waarop gemeenten navigeren in deze vrijheid.
Het hoofdstuk werpt ook licht op meer sociaal-institutionele aspecten, bijvoorbeeld op hoe
partijen die betrokken zijn bij grondtransacties waarde toekennen aan de karakteristieken van
een proces. Gebaseerd op een sociaal-institutioneel raamwerk analyseert dit hoofdstuk
vier cases van binnenstedelijke grondacquisitieprocessen. Naast het sociaal-institutionele
raamwerk wordt ook gebruik gemaakt van taxatieliteratuur. Net als het begrip van gronden vastgoedmarkten, steunt de taxatieliteratuur ook substantieel op neo-klassieke en
rationeel-institutionele pijlers. Door een sociaal- institutionele bril te kiezen, stelt dit hoofdstuk
impliciet ter discussie dat grondprijzen simpelweg uitkomsten zijn van het transactie
proces. De analyse laat zien hoe zowel de institutionele spelregels, als ook grondwaarden
en -prijzen, onderdeel zijn van het transactieproces zelf. De conclusie bestaat uit drie
delen. Ten eerste, de waarde van grond op binnenstedelijke herstructureringslocaties
is niet eenduiding, noch makkelijk te voorspellen binnen een bepaalde bandbreedte.
Op binnenstedelijke locaties hebben partijen te maken met een veelvoud aan mogelijke
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grondwaarden, a multiple value context. Partijen zullen zich daartoe moeten verhouden en
een strategie moet kiezen om binnen die context te navigeren. Ten tweede, gemeenten
lijken als strategie te hebben om een bepaalde waarde te kiezen en die als ankerpunt te
beschouwen. Dat ankerpunt is een houvast. Het kiezen van een dergelijk houvast gebeurt
op basis van sturing van wetten en regels, of op basis van politieke urgentie, of vanuit de
relatie die de gemeente heeft met de verkoper van de grond. Ten derde, de empirische
data suggereert dat de grondwaarde en de grondprijs inderdaad endogene variabelen
zijn. Tijdens het transactieproces wordt door de partijen waarde en betekenis toegedicht
aan de institutionele context, de grondwaarde en de grondprijs. Deze aspecten zijn
allemaal onderdeel van interpretaties. Er is dus een bepaalde mate van wederkerigheid
tussen het transactieproces en de transactieuitkomst.
Hoofdstuk 5 analyseert grondig alle typen eigendomsrechten die worden overgedragen
bij een agrarische grondtransactie. Op basis van een rationeel-institutioneel perspectief
laat dit hoofdstuk zien wat er precies onderwerp van een transactie is. In de land economics
literatuur is het gebruikelijk om te kijken naar de partiële waarde van afzonderlijke fysieke
karakteristieken van een stuk grond. Hoofdstuk 5 beschouwt de verschillende eigendomsrechten en governance aspecten van de transactie als ‘karakteristieken’. Daarmee
werpt de analyse licht op de mate waarin grondtransacties van elkaar verschillen. Op een
fundamenteler niveau stelt het de vraag in hoeverre grondtransacties (kijkend naar de
bundel eigendomsrechten en transactiekarakteristieken) überhaupt met elkaar vergeleken
kunnen worden. Daarmee stelt de analyse het rationeel-institutionele perspectief ter
discussie. Door notariële koopakten van agrarische grond te analyseren, geeft hoofdstuk 5 een
rijk beeld van de ‘rechten en plichten’ die bij een grondtransactie worden overgedragen.
Middels een kwantitatieve analyse van meer dan 200 koopakten presenteert hoofdstuk 5
een omvangrijke set aan eigendomsrechten en -plichten, bijzondere bepalingen en transactiekarakteristieken die worden opgenomen in een overeenkomst. De analyse bevestigt
dat maar in 10% van de gevallen sprake is van een gewone of ‘simpele’ grondtransactie.
Deze resultaten benadrukken dat een analyse van de transactieprocessen cruciaal is om
meer zicht te krijgen op hoe transacties tot stand komen en wat de uitkomsten van
grondtransacties precies betekenen. Daarnaast is het, ten behoeve van de transparantie,
van groot belang dat de verschillende aspecten die in koopakten worden opgeschreven,
ook in grote kadastrale datasets ontsloten worden.
Tenslotte reflecteert hoofdstuk 6 op de algemene conclusies en beleidsimplicaties.
Daarnaast presenteert het suggesties voor verder onderzoek. Op basis van de vier
empirische hoofdstukken kunnen drie hoofdboodschappen worden gedefinieerd.
Ten eerste, de toepassing van verschillende institutionele perspectieven heeft het mogelijk
gemaakt om bij te dragen aan een beter begrip van de governance processen die leiden
tot grondtransacties, en de wijze waarop deze governance processen interacteren met
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de formele institutionele context. Juist op het detailniveau van grondtransacties is het
belangrijk om meer actorgericht onderzoek te doen en te kijken in hoeverre besluit
vormingsprocessen sociaal en cultureel zijn ingebed. Deze thesis heeft de rijkheid laten
zien die naar voren komt als je verder kijkt dan alleen de getallen. Ten tweede, sociaal- en
historisch-institutionele perspectieven maken het mogelijk om holistisch te kijken naar
hoe ruimtelijke ordening en grondmarkten verweven zijn. De governance processen
leiden niet alleen tot grondtransacties, ze worden ook door diezelfde transacties en de
institutionele context vormgegeven. Het dominante frame dat ruimtelijke ordening en
grond- en vastgoedmarkten van elkaar gescheiden zijn, is in deze zin niet behulpzaam.
Ten derde, het concept ‘legitimiteit’, zoals in deze thesis gebruikt is, biedt een serieuze
kans om de discussie over het publieke belang van ruimtelijke ordening en het belang van
effectieve ondersteunende instrumenten opnieuw en continue te voeren. Juist omdat
legitimiteit gaat over dilemma’s kan dit perspectief helpen om langgekoesterde waarden
en ideeën rondom een actieve overheidsrol ter discussie te stellen. De discussie moet
gevoerd worden, juist vanwege de toenemende roep om een actievere overheidsrol bij
het coördineren van de oplossingen voor grote maatschappelijke uitdagingen.
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APPENDIX B | LIST OF INTERVIEWEES AND FOCUS GROUPS
Exploration phase together with the Council for the Environment
and Infrastructure
Focus Group on Land Management Strategies in times of economic downturn (29-8-2012)
Mr ten Have
Deloitte Financial advisory services
Dr. Janssen-Jansen
University of Amsterdam
Prof. Korthals Altes
TU Delft
Ir. Van Liefland
Smart Financing
Mr. Van Nijendaal
Dutch Financial Relations Council
Dr. ir. Peek
Fakton
Mr. Peters
Dutch Financial Relations Council
Ms. Van Rijnbach-de Groot Dutch Financial Relations Council
Focus Group on Land Management, Planning and Growth (31-1-2013)
Prof. De Klerk
University of Amsterdam
Prof. Needham
Radboud University Nijmegen
Prof. Faludi
TU Delft
Dr. Stead
TU Delft
Prof. Zonneveld
TU Delft
Interviews
Position and organisation

Date of interview

Senior advisor Audit Office Rotterdam

2013

Senior advisor Deloitte Real Estate

2012

Senior partner Deloitte Real Estate

2013

Senior advisor EIB

2012

Senior advisor Dutch Financial Relations Council

2012

Senior advisor Association Dutch Municipalities

2012

Senior advisor Association Dutch Provinces

2012

Senior researcher Netherlands Spatial Assessment Agency

2011-2012
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Chapter 2
Preparatory interviews
Position and organisation

Date of interview

Senior Land Development Municipality of Alphen aan den Rijn

2015

Manager Land Development Municipality of Arnhem

2015

Manager Land Development Municipality of Assen

2015

Manager Land Development Municipality of Groningen

2015

Manager Land Development Municipality of Kampen

2015

Manager Land Development Municipality of Utrecht

2015

Manager Land Development Municipality of Venlo

2015

Chapter 3
Focus Group on Legitimacy Dilemmas in public land development (September 2014)
The authors organised and coordinated a focus group at the yearly conference of the
“Collective of Dutch Municipal Land Development Departments” in September 2014.
Together with 20 attendees (municipal employees responsible for applying the public
land development strategy in their municipalities) the initial thoughts on performing an
analysis of the “two-hat dilemma” — the term is well-known in this regard — through the
lens of legitimacy was discussed.
Case Studies
Position and organisation

Date of interview

Municipality A Team manager land development

2015

Municipality B Senior advisors spatial projects and land development

2015

Municipality C Team managers real estate development and land
development

2015

Municipality D Team manager spatial projects

2015

Municipality E Team manager land development

2015

Municipality F Team manager land development

2015

Municipality G Team manager land development

2015
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Chapter 4
Preparatory Case Studies and interviews
Position and organisation

Date of interview

Senior advisor PAS BV

2011

Partner PAS BV

2011

Partner Stad2

2011

Partner Westerhof, Bak & Partners B.V.

2012

Senior attorney Hekkelman Advocaten

2011

Partner attorney Hekkelman Advocaten

2012

Senior advisor Nehterlands Spatial Assessment Agency

2011-2012

Director Land Bureau Municipality of Leiden

2011

Senior Land Developer Municipality of Leiden

2011

Senior Land Purchaser Municipality of The Hague

2012

Senior Land Development Strategy Municipality of The Hague

2012

Manager Land Development Municipality of Assen

2012

Senior Land Management Municipality of Arnhem

2012

Director Land Management Municipality of Ede

2013

Senior Land Purchaser Municipality of Ede

2013

Case Studies
Position and organisation

Date of interview

Case A in municipality 1 – senior land purchaser

2 times 2014 and 2015

Case B in municipality 2 – senior land purchaser

2 times 2014 and 2015

Case C in municipality 2 – senior land purchaser

Same interviews as above

Case D in municipality 3 – senior land purchaser

2 times in 2014 and 2015

Case D in municipality 3 – manager land management

2014

Validation Interviews
Position and organisation

Date of interview

Senior advisor PAS BV

2015

Partner PAS BV

2015

Partner Stad2

2015
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APPENDIX C | INTERVIEW PROTOCOLS
Chapter 2
Preparatory interviews took place to get an insight in the role that land policy memoranda
play. The interview guide included the following basic questions:
1.
2.
3.

How would you describe the role of the land policy memorandum in your organisation?
How would you describe this role in terms of the relationship between the democratic
Council, Municipal Executives and bureaucrats?
What would you say has been changed in the land policy memoranda in the past
few years? How would you characterise the relevance and importance of this change?

Chapter 3
For this chapter a focus group and interviews with 8 municipalities took place.
Dilemmas discussed during the focus group

Level of spatial visions
To what extent does own land property or revenue optimisation of land development
influence locational choice at the level of urban (future) spatial visions?
Level of land policy memoranda
If profit making is an explicit goal mentioned in a land policy memorandum: to what extent
should such a goal prevail over other (spatial) goals?
Level of land pricing policy
How do you deal with updating property tax valuations for those properties you know
you are going to purchase?
Level of spatial plan
Is it true that land management teams, in order to optimise revenues and lower the costs,
prevail flexible land use plans over detailed ones? How do you see the trade-off with legal
certainty?
Level of project plan
How do you deal with ownership constraints and cadastral planning to lower the acquisition
costs? Do you think such a pragmatic solution is OK?
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Level of land transactions
Municipalities have land in stock that they can exchange to relocate house owners and
companies. Do you see that as an advantage, compared to private developers?
Interviews with 8 municipalities
1.
2.
3.

4.

5.

6.

According to you: what is spatial planning and spatial quality?
What do you consider as “two-hat dilemmas” and how do you deal with these
dilemmas?
How is the land development team or department currently positioned within the
municipal organization?
a. How does it relate to the planning and/or urban development team?
b. Does it have its own political responsible/Alderman?
c. Can you describe the pros and cons of the current positioning?
d. Would you suggest another positioning of your team/department and why?
How would you describe the main aim of your department?
a.	Can you elaborate on the various reasons that you/or your organization/have to
engage in a public land development strategy?
b.	To what extent is engaging in public land development strategies explicitly
discussed, and at what organizational level? To what extent are alternative strategies
perceived as an option?
c.	Do you feel the financial/economic rationale gets enough attention in your
municipal organization? Can you give examples to substantiate your feeling?
d.	
What do you do if you feel the financial/economic considerations are not
sufficiently taken into account (by your project team, by your colleagues, by the
Aldermen or by the democratic Council)? But also, the other way around: what do
you do if you feel the spatial quality is put under pressure (by your project team,
by your colleagues, by the Aldermen or by the democratic Council)?
e.	How would an ideal balance between financial/economic and spatial planning
considerations look like?
Does your organization have formal rules to handle imbalances between financial/
economic and spatial considerations?
a.	Which organizational level is mandated to decide upon trade-offs or synergies
between financial/economic rationalities and urban quality/urban development?
b.	Do you feel the liberty to address and discuss dilemmas and escalate if you do not
feel comfortable with the outcomes?
To what extent does your department make profits?
a.	Do you think/and does your organization discuss/profit making is a good thing?
And why?
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7.

8.

b.	Do you have formal or informal rules in place that set the boundary conditions for
profit making urban developments? To what extent is the way you look at profit
making dependent on where the profit comes from (developing private homes,
offices), to which policy aims it relates and where it will be spent (urban quality,
inner city regeneration, education, etc.)?
c.	What are your thoughts on engaging in a public land development strategy in
those cases where private partners can also do the job?
From a financial/economic point of view, do you prefer:
a. Flexible or inflexible plans, and why?
b. Integrated or plot-by-plot developments, and why?
c. Participatory plan development or top-down plan development, and why?
You also dispose of expropriation powers and pre-emptive rights. Can these instruments
give you a pre-competitive advantage? How do you perceive this? Do you have
formal/informal rules in place to minimize the competitive advantage?

Chapter 4
The methodology in chapter 4 consisted of explorative case study interviews, semi-
structured interviews and validation interviews. The basis interview protocols have been
included here.
Explorative and semi-structured interviews
1.
2.
3.

4.
5.

6.
7.

8.

What is the price paid for this plot?
What property rights were transacted? And what additional arrangements were made?
What goal did the municipality pursue in purchasing this plot?
a. what planning stage is the municipality in?
b. is the municipality also going to develop real estate?
What kind of valuation techniques were used?
a. Did both partners agree on the valuation and methodology?
How would you describe and characterise the transaction process?
a. buyer/seller relation
b. duration
c. urgency
d. alternatives
What adjacent policy instruments and regimes were used, such as Expropriation Law?
How do you feel about this transaction?
a. what could have gone better/worse?
b. to what extent were you backed-up by the Council and Executive?
Did you use any tactics or strategies to influence the price, value or potential revenues?
Please elaborate?
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Structured interviews
The structure of these interviews depended on the specific knowledge gaps that remained
after the first round of interviews and document analysis. Per city and case, very specific
questions were asked related to the transaction prices and governance processes.
Validation interviews
During the validation interviews the conclusions from the chapter and main findings from
the cases were discussed with external experts to get a feeling on the external validity of
our conclusions.
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APPENDIX D | SUMMARY OF ‘QUALITY WITHOUT GROWTH’
REPORT BY THE DUTCH COUNCIL FOR THE ENVIRONMENT AND
INFRASTRUCTURE (2014)
Background and main question (pages 7-9)
The quality of the built environment has a major influence on social well-being and is an
important prerequisite for a vital, sustainable economy. The question of how we can
maintain and/or create the desired level of quality in the long term is therefore extremely
pertinent. In recent decades, both the public and private sectors have made significant
investments in the quality of the built environment. Those investments have helped to
create attractive public areas and buildings of high architectural merit. They have reduced
atmospheric pollution and have promoted the responsible spatial integration of major
infrastructure. In the past, spatial developments have been funded not only by means of
specific subsidies and investment budgets, but municipalities have also tapped into
additional sources of funding by engaging in land development. Because the financial
value of urban land is very much higher than that of farmland or open nature, there are
significant profits to be made from developing agricultural areas into urban areas. It is not
only the project developers and landowners (the former farmers) who have benefited.
Many municipalities (local authorities) have also chosen to become involved in the spatial
development process by buying up undeveloped land, installing the necessary utilities,
and then reselling the land as ‘fully serviced’ construction plots. This is perhaps the
simplest example. Other arrangements, such as ‘building claims’, concessions, and publicprivate partnerships, have also had a marked influence on spatial quality.
The reduced demand for development land and the decline in property prices seen in
recent years have placed municipalities’ income from land policy under pressure. It has
been estimated that local authorities must write down the value of their land holdings by
a combined total of up to EuR 6 billion, of which EuR 3.3 billion has already been subject
to write-down. (Deloitte Real Estate, 2013). The financial implications are sometimes
far-reaching. At least 14 (and possibly as many as 41) local authorities do not have adequate
reserves to offset these losses (Deloitte Real Estate Advisory, 2012; Tweede Kamer, 2010).
There are currently nine municipalities under ‘special measures’ (enhanced supervision).
Six are in this position due to financial problems which relate directly to their land policy
and activities (Tweede Kamer, 2013a).
The decline in income will also have a marked effect on spatial quality, due to the manner
in which municipalities have chosen to spend income from land development in recent
years. Profits from land development projects have sometimes been used to achieve a
higher level of spatial quality for these projects than would otherwise have been possible.
Moreover, the profits have been an important source of income for the municipal
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‘development companies’, which were then able to finance inner city restructuring and
regeneration projects which would otherwise have been economically unviable. In some
cases, the profits were even used to finance the regular maintenance or replacement of
street furniture and public greenery. Both the quality and the costs of managing the built
environment have risen due to the way in which many municipalities have opted to spend
their land revenues. In other words, the level of quality has become dependent – at least
in part – on the level of income from land development.
It is not only land revenues which have fallen. Other sources of (public) funding for spatial
quality have been cut, or will be subject to a phased reduction over the years ahead. For
example, the Dutch government has announced a reduction in its contribution to projects
further to the 2004 Nota Ruimte (Policy Document on Spatial Development), as well as
reductions in the urban Renewal Investment Budget (ISV) and the Spatial Quality
Investment Budget (BIRK) (Tweede Kamer, 2013b; Tweede Kamer, 2013c). Housing
associations also have less investment capacity. In the past, much of their budget for
urban regeneration projects was derived from the sale of residential property holdings.
The current market situation, with its comparatively low prices and fewer transactions, has
severely curtailed profits from this source. At the same time, the associations’ costs have
risen due to the introduction of the ‘landlord levy’ and the removal of their association tax
exemption. Their investment capacity is therefore under serious strain.
Falling revenue from land transactions is not a temporary problem. Revenue and profit are
directly related to the level of demand for new homes, offices, retail premises, and other
property, and to market prices. Demand is in turn determined to a large degree by
demographic and economic development. The Netherlands Environmental Assessment
Agency (PBL) has produced and analysed various demographic scenarios. It concludes
that the demand for urban expansion in many parts of the Netherlands will remain below
the level seen in recent decades, with no recovery expected in the foreseeable future
(Planbureau voor de Leefomgeving, 2010a; Planbureau voor de Leefomgeving, 2010b). In
addition, the regional variation in demand will become more marked. Furthermore,
uncertainty with regard to economic growth in the years to come remains significant. It is
therefore impossible to forecast the likely development in demand for urban expansion,
or the pace of urban development, based on an extrapolation of historic trends. The
Council therefore believes that the problem of dwindling financial resources to support
spatial quality is likely to be long-term in nature, continuing well beyond the current crisis.
There will be areas in which demographic and economic growth will indeed be seen
within a few years, but there will also be areas in which long-term stagnation or further
shrinkage will be the order of the day.
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The conclusion must be that many parts of the Netherlands face a long-term reduction in
the primary source of funds to support the quality of the built environment. This conclusion
has prompted the Council to formulate the following question underpinning this advisory
report:
How can the desired quality of the built environment be achieved and/or maintained in the
long term if the primary source of funding is no longer available?
It is this question which the Council seeks to answer by means of this advisory report. The
various elements of the question are explained and defined below.
This report focuses on the built environment. The built environment comprises various
components. First, there are the buildings themselves: houses, apartment blocks, shops,
offices and other commercial property, garages, sheds, and so forth. Second, there are the
fixtures and fittings which ‘dress’ the public area: paving, street furniture, and green
amenities. A third, very important element of the built environment falls under the
heading of spatial structure, which includes infrastructure (which determines accessibility)
and various public amenities and utilities, either within the built environment itself or in
close proximity. In this advisory report, we therefore consider the built environment at
various geographic levels of scale, from that of the individual buildings to that of the
region as a whole. For the sake of simplicity, we use the term ‘spatial quality’ as a synonym
for ‘the quality of the built environment’.

Concluding remarks (page 41)
In the Council’s opinion, the proposed changes in the way in which spatial quality is
achieved and financed will give rise to a system in which the decision to pursue a higher
level of quality is a deliberate one, and far less dependent on growth. The attainment of
good quality of the built environment will no longer demand any further expansion of the
urban area. The Council considers this a major attainment; it renders municipalities far less
susceptible to the vagaries of demographic and economic developments.
The Council realises that the self-organising ability of society is not without limits, and that
civil initiatives have their own specific objectives. In order to maximise the positive impact
of such initiatives on spatial quality, the government has a duty to facilitate the efforts of
owners, users, and other private parties. It can do so by removing obstacles, by establishing
a clear framework for participation, by providing guidance, and by actively supporting
local initiatives. Even then, the reduction in the available collective resources will inevitably
lead to an erosion of quality in some locations. This may be the result of political and
societal considerations, but administrators should never assume that the ‘participative
society’ can (fully) compensate for the loss of collective resources.
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The proposed changes also increase freedom of choice with regard to spatial quality,
a significant plus point in view of the fact that individual wishes and preferences do vary.
Inevitably, a result of this greater freedom of choice is that there will be differences in
spatial quality in the Netherlands, both between municipalities and within one and
the same municipality. The Council does not regard this as undesirable. Provided that
the minimum legislative requirements are observed to preclude unnecessary risks to health,
safety, or well-being, the Council considers more prominent differences to be acceptable.
The response to changing circumstances encapsulated by the Council’s recommendations
will increase societal engagement and support for investments in the human environment,
thus increasing the democratic legitimacy of the relevant decision-making procedures.
This will benefit not only the quality of the built environment but society itself.

LITERATURE
Deloitte Real Estate Advisory (2012). Financiële effecten crisis bij gemeentelijke grondbedrijven: actualisatie 2012.
Rotterdam.
Deloitte (2013). Juridische grondslag verplichte afdracht kantorenfonds. Rapportage ministerie van Infrastructuur en
Milieu. Amsterdam.
Deloitte Real Estate (2013). Financiële situatie bij gemeentelijke grondbedrijven 2013. Rotterdam.
Planbureau voor de Leefomgeving (2010a). Van bestrijden naar begeleiden: demografische krimp in Nederland.
Beleidsstrategieën voor huidige en toekomstige krimpregio’s. Den Haag.
Planbureau voor de Leefomgeving (2010b). Welvaart en leefomgeving, een scenariostudie voor Nederland in 2040.
Den Haag.
Tweede Kamer (2010). Financiële effecten crisis bij gemeentelijke grondbedrijven. Onderzoek i.o.v. VNG en ministerie
van Infrastructuur en Milieu. Vergaderjaar 2010-2011, 27581, nr. 40.
Tweede Kamer (2013a). Vaststelling van de begrotingsstaten van het Ministerie van Infrastructuur en Milieu (XII) voor
het jaar 2014: voorstel van wet. Vergaderjaar 2013-2014, 33 750 XII, nr. 1.
Tweede Kamer (2013b). Vaststelling van de begrotingsstaten van Wonen en Rijksdienst (XVIII) voor het jaar 2014:
voorstel van wet. Vergaderjaar 2013-2014, 33750-XVIII, nr. 1.
Tweede Kamer (2013c). Vaststelling begroting van het gemeentefonds voor het jaar 2013. Brief van de minister van
Binnenlandse Zaken en Koninkrijksrelaties van 7 mei 2013. Vergaderjaar 2012-2013, 33400 B, nr. 17.
Source: https://en.rli.nl/sites/default/files/rli2014-03qualitywithoutgrowthlr.pdf (last accessed 17-11-2019)

Summary of ‘Quality without Growth’ report | 183

184 | Appendix E

Curriculum vitae and bibliography | 185

APPENDIX E | CURRICULUM VITAE AND BIBLIOGRAPHY
Alexander Woestenburg MSc graduated cum laude his Masters Spatial Planning in 2010
Between 2010 and 2014 Alexander worked at the Dutch Council for the Environment and
Infrastructure (Rli). Since 2014, Alexander has been working in TNO as researcher in the
fields of urban innovation, energy transition and research innovation. His projects aim to
increase spatial and societal embeddedness of technological innovations and - solutions.
He worked on the development of an Urban Financial Metabolism (Climate KIC) and a
multi-actor investment strategy for renewable energy investments. Moreover, Alexander
has extensive experience with large EU projects in the fields of smart cities, complex
governance and urban innovation, funded under H2020 and FP7. Alexander is well-trained
in facilitating multi-stakeholder knowledge brokerage workshops, focusing on the role
that information plays in connecting people. He currently leads a Community of Practice
with the 4 largest Dutch Cities (Amsterdam, Rotterdam, The Hague and Utrecht). This
Community of Practice builds a collaborative knowledge base and develops local
government’s decision procedures to accelerate the transition towards natural gas free
neighbourhoods. Also, Alexander advises RVO (Netherlands Enterprise Agency) on its
knowledge governance, in order to improve the Dutch national research and innovation
agenda on the urban energy transition.

RELEVANT PUBLICATIONS
Woestenburg, A., van der Krabben, E., & Spit, T. (2019). Legitimacy dilemmas in direct government intervention:
The case of public land development, an example from the Netherlands. Land, 8(7), 110.
Woestenburg, A., van der Krabben, E., & Spit, T. (2019). Urban regeneration and public land development: land
transaction processes and price formation. Town Planning Review, 90(1), 11-31.
Edelenbos, J., Hirzalla, F., van Zoonen, L., van Dalen, J., Bouma, G., Slob, A., & Woestenburg, A. (2018). Governing the
complexity of smart data cities: Setting a research agenda. In Smart Technologies for Smart Governments
(pp. 35-54). Springer, Cham.
Woestenburg, A. K., van der Krabben, E., & Spit, T. J. (2018). Land policy discretion in times of economic downturn:
How local authorities adapt to a new reality. Land use policy, 77, 801Boonstra, B., Duijn, M., & Woestenburg, A. (2016). Nieuwe grondhouding in ruimtelijk beleid. Rooilijn: tijdschrift
voor wetenschap en beleid in de ruimtelijke ordening, 49(3), 196-201.810.
Woestenburg, A., van der Krabben, E., & Spit, T. (2014). Institutions in rural land transactions: Evidence from
The Netherlands. Journal of European Real Estate Research, 7(2), 216-238.

