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Summary 
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hotspots 
Joint Report NIBR/SINTEF/ SINTEF Building and 
Infrastructure /NOVA 2008 

The report presents a study of five Norwegian urban 
municipalities and what they are doing to get a handle on local 
housing supply. The reason for investigating local authorities’ 
housing strategies arises first from the political undertaking to 
facilitate efficient housing markets and, second, local councils’ 
efforts to set regulatory parameters for and influence (local) 
housing markets. Estimates of housing market efficiency will vary 
according to the perspective employed. This study looks to the 
planning authority from the developers’ perspective. It shows what 
concerns local councils in relation to housing developments in 
local housing markets and what they are doing to encourage the 
market to act in a way that is consistent with political objectives.  

One reason for conducting the study is the significant wave of 
centralisation experienced in Norway in recent years and the 
challenges it poses for urban municipalities. For example, 80 per 
cent of new homes in 2006 were built in centrally located 
municipalities. Central located urban municipalities are challenged 
on several fronts in their local housing markets: high in-migration 
rates are fuelling demand for homes, exacerbating house price 
inflation and heating up the housing market. Local councils also 
have to overcome land use constraints, mainly in relation to 
building outside the current building zone boundaries but there is 
pressure to increase the land utilization ratio inside the boundaries 
too.   
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One aspect of the wider context in which councils are 
endeavouring to facilitate the building of new homes is that most 
of them are designed, planned and built by the private 
construction sector and sold on the market on market terms 
without government subsidies or price control. In almost all cases, 
the companies also procure the sites. In the current situation, the 
supply of homes in a municipality largely depends on willing and 
competent developers with an interest in building new homes 
stepping in to fill the breach.  

Norway’s planning system is conducive to initiatives from property 
owner. The planning system is a crucial tool in all new 
developments and local councils are at pains to draft plans that 
communicate clearly and succinctly regulations, standards and aims 
of municipal development. The Norwegian Planning and Building 
Act has a hierarchical principle in the planning system but no 
hierarchical and mandatory linkage between general and detailed 
planning. The Act allows anyone to submit a detailed plan, that is, 
the type of plan that confers a legal right to build and where the 
last plan is the legally binding one. The planning system is as such 
very flexible, but its flexibility necessitates careful attention to 
stringency not only in the council’s handling of private submissions 
but also in the political phase of decision making.  

The study seeks to illuminate the manner in which central located 
municipalities address housing supply under these constraints. The 
report illuminates the manner in which local authorities maintain a 
balance between planning permission criteria and giving the 
market breathing space to build new homes – consistent with the 
councils’ political objectives.  

Zoning authority and zoning decisions 

One of the issues studied concerns local councils’ use of their 
zoning authority to ensure that private housing projects are 
compatible with the council’s housing policy.  This applies to 
planning permission for actual projects, but also to the early 
dialogue with private stakeholders, discussion and consultation 
mechanisms.  

All of the councils have attempted to make provisions in their 
general plans as clear as possible for private stakeholders, and 
engage with these at an early stage in the process when the projects 
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are still in embryonic form. Both actions facilitate greater 
predictability and fairer treatment. As the report shows, councils 
have initiated several measures to strengthen their role as 
bureaucrat and authority in zoning matters. Several have launched 
processes to improve predictability in zoning decision making and 
make the conditions as clear and as fair as possible for market 
players. Heightened predictability concerns mainly processual 
matters and the report provides examples from Oslo and 
Kristiansand of such procedural improvements. It is the initial 
phase – i.e. the phase not covered by the law – the councils are 
concentrating on because of its crucial impact on the following 
formal phases.  

To ensure criteria are met, councils are trying out several 
mechanisms. A common denominator here irrespective of the type 
of planning councils practise is the technical assessment. Some 
urban councils are therefore working to strengthen the appraisal 
process. This is in response to the developers’ own assessments. 
Private stakeholders find the zoning processes often unpredictable 
and the council’s standards often impractical and difficult to apply 
in development projects.  

The review also shows that councils are working to promote 
dialogue and information exchange and wider appreciation across 
the market and local government. This is progressing on many 
levels at once and in many forms. 

  As a dialogue involving council planning officials, politicians 
and developers in relation to specific project plans.  

  As a dialogue involving council planning officials and 
developers external to specific development plans as a 
mechanism to facilitate discussions about developing the 
market development and formulating housing policy. 

  As internal dialogues involving council departments and 
between councils and state sector authorities to synchronize 
responses to planning submissions.   
 

Development gain – development agreements 

Enabling large-scale housing developments is a costly process. For 
many of the big urban councils in-migration has coincided with a 
worsening economic climate. The requirements put in place by 
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councils in their zoning decisions not only deal therefore with 
housing standards and housing mix but the developers’ 
contribution to technical (and formerly and partly also social) 
infrastructure. Councils and developers therefore engage in 
negotiations, and councils use their zoning authority to set a cost 
sharing formula. From the turn of the millennium it became 
increasingly popular to set up construction contracts of increasing 
scope. In response to this the authorities therefore passed 
legislation constraining councils’ freedom to enter into 
construction contracts while at the same time requiring greater 
constancy and impartiality. In response several local councils have 
modified practice regarding construction contracts.   

One issue explored in the study is council practice vis-à-vis 
construction contracts. What do councils do to ensure 
predictability and how do they use this mechanism, given the 
tighter constraints, to control the scope and standards of new 
developments? 

The study shows that councils’ approach to construction contracts 
is still undergoing chance. All of the councils studied have revised 
policy following the statutory amendments of 2006. Improving 
predictability and impartiality are central issues in these efforts.  

The most daunting challenge for both councils and developers 
concerns the funding – i.e. estimating costs and sharing them – of 
technical infrastructure and public areas. This is particularly 
demanding in urban areas partly because it can be difficult to 
establish which elements of the required infrastructure arguably fall 
within the purview of the development and partly because there 
are many developers in a particular area who in concert create a 
need to renew infrastructure. In these cases it can be necessary to 
find a way of sharing responsibilities between developers. Oslo 
and Stavanger are currently gaining experience in this area. The 
process involves a total estimate of costs of all common 
interventions included in the development and estimate of the 
costs of establishing them, instituting cost-sharing formulas for the 
various stakeholders – landowners, developers and sector 
authorities – and taking the necessary steps to ensure the legal 
force of the requirements to prevent freeloading in developments 
extending over the longer time scale.  
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The other three councils, Stavanger, Bergen and Trondheim, have 
only recently begun to draft policy. They leave it to market 
stakeholders to do the estimates and agree on a cost-sharing 
formula among themselves. Discussions with developers suggest 
this could result in development projects operating under different 
conditions.  

Land procurement and consecutive developments 

The report explains what councils do to bring comprehensive 
housing projects to a successful conclusion. Efficient markets 
would suggest a need for significant growth in the supply of new 
housing in municipalities with high in-migration rates. At the same 
time, policy on high-density housing expects most new 
developments to take place inside the building zone. New 
developments inside the building zone often involve the renewal 
and re-use of brown field sites: acquiring building sites is a big 
challenge.  

A third issue concerns councils’ efforts to provide sufficient sites, 
either by buying land themselves or through other mechanisms in 
which the council is instrumental in helping large-scale, 
complicated building projects through to completion.  

Chapter 5 explores what councils are doing on the practical side to 
initiate and encourage housing developments. In one approach, 
the council buys the land, does the necessary ground work and 
sells it on. The report describes another approach in which the 
council does not own the land, but coordinates the developers and 
promotes a holistic development in close cooperation with the 
property owner and developer. The report also describes a third 
approach. Here the council does not work with developers 
directly, but provides incentives for developers and contractors to 
work together.  

Theoretical perspective 

In terms of theory, the study is based on the literature on 
government and governance, and relates to an analytical division 
between numerous forms of societal governance: hierarchical 
governance; market mechanisms governance; network governance.  
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This perspective interprets governance as coordination and the 
market is coordinated on the basis of competition, the bureaucracy 
on the basis of hierarchy and the network on the basis of dialogue. 

The councils’ dealing with market stakeholders is studied from the 
viewpoint of three types of coordination. Each type will be refined 
and unalloyed, or an unclear blend between different kinds of 
coordination but exploring new modes of coordination through 
the networking and new forms of “state-market” interaction.  

The project’s theoretical perspective also addresses the contrast 
between the market and authority. While the market’s allocation 
and distribution are governed by individual preferences and 
choices, the principles by which the authorities govern and 
distribute derive from the collective and serve the common weal. 
Zoning and other regulations imposed on developers by councils 
are intended primarily to ensure public welfare is accounted for. 
The study suggests that if the focus on the public’s well bringing 
result in inconsistent planning permission criteria and imbalance in 
development terms, it indirectly might alter the terms in which 
businesses compete. This particular form of unintended 
consequence is reported particularly by developers, but is not 
unknown to council officials. Accordingly, the development policy 
does not only effect the housing prices and housing quality but 
also the workings of the market.  

 


