
  

1. New focus 

The Times They Are A-Changin’. 

Architects, builders, clients, financiers and governments, in short the real 
estate sector, must adjust to a new paradigm. New build is no longer 
representative; instead, the sustainable use of the existing built 
environment is the norm. Across the whole of Europe new build is becoming 
less and less necessary to meet expansion needs. Those needs are being 
increasingly met through renovation and transformation of unused existing 
buildings. 

  

The above data shows the number of applications for building permits-– 
measured in “useful floor area”- in the European Union over ten years, 
decreasing by 63,6%. These permits were related to both new construction 
and transformation of existing buildings. However the vast majority were 
new build. This period includes of course the largest economic crisis since 
the Second World War. But these ten years make it unequivocally clear that 
Europe can continue with significantly less new build than in previous years. 
It seems very unlikely that the level of construction output will return 
quickly to the level it was before the crisis. 
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This same crisis has not only caused grave damage in our sector, but often 
unnoticed structural problems have been revealed. Such as the impotence 
of the supply-orientated thinking and the belief in linear growth that has 
dominated the real estate sector since World War II. Because firstly the war 
damage and the subsequent re-construction created a large new build 
production, and thereafter the almost continuous economic growth and 
demographic change, the latter of which was reflected in a strong growth in 
population. The demand seemed limitless and suppliers dominated the 
market. Everything was sold or leased. All of a sudden however, the demand 
showed its power by simply disappearing. Economic growth stagnated and 
the ageing population went hand in hand with declining birth rates. 
Population decline is apparent in a number of European countries. 

  

This graph shows that in Europe the number of births has now become equal 
to the number of deaths. It is expected that both trends will continue and 
that the number of deaths will exceed the number of births. This is 
accompanied by a substantial increase in the ageing population. 

!  2



  
This graph makes it clear that population in Europe is presently exclusively 
the result of immigration and no longer due to natural population growth. 
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From these charts is it possible to see that in Europe during the twenty 
years prior to 2014 there was already a considerable ageing in the 
population, and this will continue to increase in the projection to 2080. 

Conclusions are obvious. The population growth rate will decline and with it 
the need for expansion of building stock. The decrease in the number of 
planning applications will probably turn out not to be just a crisis 
phenomenon, but more structural in nature. But an equally important factor 
is that the demographics will greatly change, and thus the nature of the 
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provision of building stock. These two observations point in the direction of 
a consistency in size but a change in building stock in terms of function.  

These particular problems of the crisis gives us something to think about, 
but there are many other considerations that incite much more focus 
towards the existing built environment. Considerations that always existed 
but have had too little attention under the influence of the persistent 
demand for more and more of the same. 

  

•The first consideration is the special significance that the existing built 
environment has for people. People get attached to their homes, their living 
environment, their workplace. That represents a great emotional value.  

  
•A second consideration which is related directly to the first, is the 
enormous economic value represented by everything that is built. In my 
homeland, The Netherlands, this comes to about 2000 to 2500 billion euros.  
If we conveniently assume that the value per capita of the building stock in 
our part of Europe is roughly equal to that of in The Netherlands then we 
come out at EU 28 on a value of about € 60.000 billion. That is more than 3 
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times the gross national product in those same countries. The preservation 
of that value is off course extremely relevant. 

  

•A third consideration follows on from the observation that 99% of all 
housing needs can be met with the present existing housing stock. New build 
is required for only a maximum of 1% of housing needs.  

  

• And the fourth consideration is formed by the huge money flows that go 
into the stock, on one side from the exploitation of the real estate and on 
the other side, the conservation and adaptation thereof.  

In short, the existing built environment is both socially and economically 
enormously important. The key for value preservation socially as well as 
economically lies in the sustainable use of that stock. People make buildings 
for people. Real estate in use has value, unused real estate is worthless. 

2. People and real estate. 

When it comes to sustainable use of the existing built environment, then it 
is clear to consider its users first, the people for whom it is made, the 
people from which demands come, those that have been in the subordinate 
position for a long time. What do those people want from the built 
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environment and how can this be accommodated in their housing needs in 
the long term? What interaction is there between people and real estate?  

People make real estate, but it differs in three respects from all other 
human products. Namely: it is larger than man, it lasts longer than man and 
it is fixed at one spot. 

Buildings are larger than men, they have an inside and an outside, one can 
enter and one can go out. Inside they fulfil a function for people and outside 
they have a certain character. Buildings were already there when you were 
born and will still be there when you die. Buildings have users and owners. 
Users change, owners change but the buildings remain. Buildings are 
seemingly immobile. Altogether those features inspire confidence, people 
identify and connect with them. The built environment is, as it were of a 
higher order, just like a landscape, a beach or a centuries-old forest. To 
connect oneself (in Latin religere) with something higher is something that 
is everlasting, of all time and of all people. That is deep within us and is not 
a whim or a fad. That is why it is so important. The built environment 
represents for many people an emotional value, because it is easy to make 
an emotional connection with it. This is obvious in residents who consider 
their property as part of their lives. We see it also in the reactions of people 
in their work environments. And walk with people through a city or town 
and look at their reaction to the public spaces between buildings. There are 
places where everyone says ‘Let’s sit here and have a beer’ and other places 
where they say ‘Let’s move on and not sit down.’ The built environment 
does something to us. There is undeniably a special interaction.   

Emotional value in real estate translates into economic value. And as we are 
able to have a positive influence on that emotion then added value is 
created in the course of trade. The art is to keep that value forever. How 
can we do that? That is one of the key questions. Because the economic 
value of the existing built environment is so large. If we consider Europe as 
a company that we might call Europe Limited, the calculated value of 
approximately € 60.000 billion is relevant to the balance of the “Europe 
Limited.” Since 2008 10% to 20% of the value was lost, which corresponds to 
€ 6.000 to 12.000 billion. And this is relevant to the profit and loss account 
of the “Europe Limited”. Compare this to the size of the European 
emergency fund, which contains approximately € 1.000 billion only.  

3. Real estate moves along. 

The place-relatedness of existing real estate is a given. Once it is there it is 
not manageable anymore. The (outward) appearance can be influenced just 
as its function (within) can. To determine how this influence directs itself 
we must consider the needs of people. And we must of course focus on 
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those needs that may play a role in that particular interaction. What is 
going on with these people? What is going on in our society? What picture 
can we use to explain this? 

  

In Europe following the years after World War II there existed the idea of 
the manufactured society. The idea was based on the assumption that 
people could be divided into groups with a collective identity. The thinking 
was if the Government could fulfil collective needs then the citizens would 
be satisfied. And the Government was able to fulfil this task because of the 
targeted research methods used to figure it all out. In that way the 
Government could ‘make’ society. The idea then was that all people were 
the same, equal on a high level. This interpreted into something like this: 
all people are married and have two children. All men work out of the 
home, they step into their car and go to their work in the morning and then 
drive back home in the evening. All woman stay in the kitchen and do 
housework. All children play outside. And what are the needs of these 
people? A large flat in a green location with a parking garage of course! 

!  
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And so for example, in The Netherlands, the Bijlmermeer was developed as 
an expansion area of Amsterdam: 13,500 spacious flats in a green location. 
They were completed in the late sixties and by the late 90’s they had been 
largely demolished. 
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Within the whole of Europe we find countless examples of these sorts of 
mono-functional modernist and failed residential areas. Too many to 
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mention actually. It is apparent that the concept had rested on a huge 
fallacy. This is definitely the case, it was the fallacy of the manufactured 
society that was greatly based on the assumption that all people were equal 
and wanted the same, and moreover this   equality was viewed as one of a 
permanent character. 

But in the last century during the early 90’s, at just about the same time 
that the demolition of the Bijlmermeer started, we suddenly came to the 
understanding in the whole of Europe that this old social image did not exist 
in reality. Not all people were equal! No on the contrary, no two people 
were alike. 

!  

We now live in a highly individualised society;  

!  

An emancipated society in which people in general are well educated and 
well informed, a society in which people themselves know what is good for 
them and are no longer prescribed to by others. 

. 
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And finally also a very dynamic society within which the highly 
individualized needs can change on a daily basis. And the driving force 
behind the latter is formed by the technological developments that follow in 
an ever-increasing rate and have an enormous impact on our daily lives. 
Think of the new shopping and the new way of working for example. And in 
addition there is a second important influence so as we have just seen, 
namely that of a strong demographic change in Europe. That highly 
individualized, strong dynamic need associated with people who do know 
what is good for them, stands diametrically opposed to the malleable 
society in which Government and hierarchy lay down and set definite 
patterns. 

  

!  12



In the last period in which we saw our needs actually being met in new 
build, adaptability of the built environment was not a subject that received 
a lot of attention. Now that new build is needed much less and we that are 
experiencing a lot of problems in the existing stock, its adaptability is 
suddenly a main topic. Traditionally, real estate and the ownership thereof 
is tied to land and land ownership and that makes everything that is 
connected to it an integral part of it too. According to regulation, this is 
also applicable to additions made afterwards too. Of course there are some 
(temporary) exceptions to this rule. But the question is whether these 
structures in a society that is becoming more dynamic can offer enough 
space. 

The question is: “how can we ensure that the existing stock can continue to 
accommodate the ever faster changing housing needs?” 

  
Here the distinction between interior, exterior and location can help us! 
Because they do not need to change at the same rate. We can work with 
different wavelengths. Indeed, that is also in line with social reality. The 
interior then serves the user function. This should as we have seen change 
more quickly. As real estate has the quality of being able to easily adjust to 
new usage requirements then this should satisfy the user and strengthen his 
bond with that real estate. The economic value of it is then improved. The 
exterior has a kind of dual function. On one hand it must allow for use 
within and on the other hand it represents a certain appearance with which 
it is easy for people to identify with. The changing pace of the exterior is 
therefore much slower than that of the interior. The wavelength is therefore 
a lot bigger. The last is true  ‘à fortiori’ of the location and location 
characteristics. From there is the wavelength of the change event larger 
and the required flexibility even smaller. The location in that respect is in 
collusion with the exterior of the buildings.  We see therefore that those 
different paces of change connect to the human requirements. Interestingly 
enough this matches closely to the economic possibilities. Because at a 
large wavelength deep investment of a large size is required, which is not 
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easy to attain. The opposite is true for the parts with a small wavelength. 
That should be very cheap to change. 

And so we come to the answers to the questions that we have set ourselves 
around the interaction between people and the built environment. That 
interaction is always based on the human needs which on the one hand have 
to do with the direct use and on the other hand to the emotional bond. And 
therefore the interaction involves driving forces and different wavelengths 
for the interior, exterior and location successively. And with this the 
simultaneous control over these form important challenges in the promotion 
of sustainable use of the existing built environment. How do we deal with 
real estate so that it is able to respond with different wavelengths? How do 
we regulate control over the interior, exterior and location? How do we 
divide the responsibilities between the user, owner, stakeholders and 
Governments? And, by extension how do we deal with existing laws and 
regulations to accommodate the new developments that are opening up so 
strongly. 

  

Here we come to the area of open building. Because open building is about 
these different rates of change. Open building is also based on the influence 
of the user on these changes. Open building is not just technical or 
architectural thinking but above all it is a way of thinking that is based on 
user influence with room for individual discretion.  

We will come back to this. But before we do that, for a better 
understanding, it is useful to firstly look a little deeper into the 
characteristics of the work process and the characteristics of the business/
revenue models for the renovation and transformation of existing stock 
compared to new build.  

4. The work process, a comparison.  
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New build. 

!  

What are we able to show in a very simplified form with regard to a typical 
new build construction process? That begins always with the client, the one 
giving the commission. He has a plot to build upon available and asks him 
self what does he wish to build there. Then an overall programme of 
requirements is formulated. He then considers how that programme should 
be structured. He will consult an architect equipped with sketch paper and 
markers. Together they will start outlining the plan.  An idea develops where 
both are enthusiastic. The client asks the architect to develop the idea 
further. By the following meeting the architect has a sketch ready. To move 
forward, now advice from other specialists is necessary, this would be 
experts in structural and physical engineering. Step by step the building 
becomes more concrete and precisely detailed and more specialists are 
taken on board.  Eventually more and more experts are involved in this 
process of the steadily increasing materialisation of the building. So around 
the time of tendering the client arranges its external financing. Next step 
after completion the user finally appears.  

So new build has been described as a process that begins on a high level of 
abstraction, with few involved and ends on a very concrete level with many 
involved: a process involving initially investment, and then exploitation, 
comprising firstly of designing, then building and then using 

Renovation and transformation. 
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In renovation and transformation the process begins where the process of 
new build ends. There is an existing exploitation, an existing financing and 
an existing use. The owner of the building is not happy with the 
exploitation. This can be due to different reasons. For example because the 
energy consumption of the building is too high; because the leasing of the 
building is difficult, because the building does not meet user requirements; 
because the building has come into a downward spiral etc. etc.. The owner 
will therefore improve the existing exploitation by renovation or 
transformation. That decision is conducive to investing. But now we start 
with a concrete building and we have from the beginning all the disciplines 
necessary for a new build on the table in the course of the investment 
process. Because we can only reinvest if we have the specific mapping of 
the existing building. For that reason all the experts are necessary. 
Furthermore the building has already been financed and thus the investor is 
also at the table. And in general, the building is already in use and therefore 
the user is already at the table too. And finally, the building is situated in an 
environment where third parties have vested interests and who want to be 
part of decision making. Conclusion: the number of involved and the 
stakeholders is very large from the very beginning. And with all these 
stakeholders and experts, the owner has to go through a process that leads 
to a better exploitation of the building via a new concept And with 
residential buildings it is also not uncommon that realization of a new 
concept takes place in normal circumstances thus when the building is in 
use.  

So described renovation and transformation is a process that starts with a 
very concrete building and many people involved and also ends with a very 
concrete building and many people involved.  During this process, all of 
these stakeholders should participate at a high abstract level in the design 
and the decision-making on new concepts for the existing building.  

In summary, if we compare these two processes we come up with the 
following: The process of new build begins abstractedly with few people and 
ends concretely with many people, while renovation and transformation 
both begins and ends on a totally concrete level and with many people 
involved.  Such a process is much more complicated than that of new build. 
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This suggests, therefore very high demands on the design of the process and 
the way it is managed. 

5. The business model, a comparison. 

New build. 

!  
What can we show in a very simplified form with the business model of new 
build? The business model is, as we will show, primarily focussed on 
controlling the building cost. By this we mean the total investment required 
for the creation of a new building. The reasoning is as follows: 

In general for building projects there are four types of clients; project 
developers, , housing corporations, private and institutional investors. In the 
years before the crisis the project developers, the institutional investors 
and the corporations in Europe were dominant. Because of the total 
construction volume they took about 80 to 90% for their own accounting. Let 
us then delve into the revenue models and financial control by these three.  

We begin with project developers. Project developers and their financiers 
state one thing clearly: never build first and then sell. No, that is too risky. 
The adage is: sell first and then build. In this way project development is 
much less capital intensive and much less risky. Only with an initial 
investment on a land option plus preliminary design, can a developer create 
a sales brochure. With residential real estate the buyer would pay in 
instalments after sale (on paper), the project developer was assured of his 
sales price and he had immediately a significant part of his risk removed. 

Also outside of residential building the guiding principle is: pre-leasing of 
shops to large retail chains or of offices to large office users, followed by 
pre-sale to an investor. With the pre-lease contract in the bag the 
developers can then find end-investors quite easily. Also, the financing of 
shops and offices goes by this principle. The consequence of the principle is 
three-fold. The number of developers has increased enormously because the 
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necessary equity was reduced. The product becomes less interesting 
because only stereotype products in this manner could be financed and sold. 
And finally this was the method that determined the business model of the 
developer. And this is exactly what we want in this regard. 

The developer naturally wants to optimize his performance. And if the sales 
price established is fixed, the only means to increase profits is by 
controlling – read as lowering – the development costs. Thereupon is thus 
the business model of the project developer based. That is why in Europe 
there is an enormous amount of building cost specialists. Each project 
manager feels at home with this. Apart from the fact that this may in itself 
lead to impoverishment of the product, this control principle is deeply 
contrary to the essence of real estate. That is because it is focused on 
short-term interests, while real estate is made for the long term. It is in 
that long-term that users, owners and end-investors have more interest. But 
in this system of separation of initiative and exploitation there is little space 
for those interests and few influencing possibilities.  

Now we go to investors and corporations as the commissioning party. As far 
as these houses built for sale are concerned, they apply the same principles 
as the project developers. But strangely enough, they used control of 
building costs as the predominant mechanism in the development and 
realisation of new rental properties that they exploited themselves. That 
can be outlined as follows. 

When residential rents show that development costs may only be in part 
secured from the present value of the rental income. This is true for the 
social sector though also to some extent in the commercial sector because 
of the crisis. The secured part of the initial investment was named 
‘profitable’ and the unsecured part ‘non—profitable.’ The latter is of course 
not financed externally. This security should either come from equity or 
from Government subsidies. In many European countries however these 
were lifted after the crisis. Now in a good selling market there is a 
reasonable chance in due time to recoup the unprofitable investment from 
the sales profit. But nonetheless, there is almost no investor or housing 
corporation looking to hedge the initial losses on the exploitation from out 
of their own equity. And so the landlords were obliged to be strong on the 
building costs. No one thought this strange. Because that met with a 
tradition of decades of widespread conventions in construction. Yet still the 
caveat applies that investors and housing corporations especially as owners 
should have a focus on the exploitation and sustainable quality. It is 
certainly not the case that this was missing. But the financial management 
of investments has dominated the short-term interests. 

Increasingly similar considerations apply to the commercial lessor. During 
the crisis it appeared to be more difficult also in the free market to apply a 
cost effective rent for the leasing of a high quality buildings. 
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In summary: Cutting back on building costs within the main categories of 
clients has always been the major financial instrument of their investments. 
Thereupon the business model of the clients for new build was based. That’s 
a fairly simple business model focused on the short term and widely 
established. And there are in Europe a lot of experts in this field. 

Renovation and transformation. 

!  
Renovation and transformation goes hand in hand with existing real estate. 
It is therefore inevitable that the exploitation of the real estate is central in 
the business model of the owner, who is almost always the initiator. Here 
initiative and exploitation are not separated and that leads to different 
financial management then with a new build. Naturally the building cost of 
additional investments is important and it is clear they must be managed 
just as with new build. But here more factors play a role. For example, the 
question of how high the capital value of the existing real estate in the re-
investment project can or must be, in other words: how much has been off-
set? 

!  
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We have to also consider the question, which knobs can we all turn to 
change the existing unprofitable exploitation to a profitable one? Not only is 
the amount of knobs huge, but there are many inter-related ones in 
between.  It may be wise not to minimize the additional investing but to 
increase it in order to obtain a better exploitation. Examples are: extra 
investing to reduce energy costs, reduction in maintenance costs or 
reduction in letting risk or in improvement of future rents of the property, 
or in improving the future development worth of the property. The amount 
of possibilities and combinations is vast and there are many cross-
connections. Applying open building can influence all of them. This 
exploitation focuses on financial management looking at the long term and 
thus fully meets the essence of real estate. But this management regarding 
future cash flows is more complex and uncertain than the established 
management of one-of building costs. In Europe there are, therefore, very 
few experts in this field. 

6. Real estate moves along, practical solutions. 

Applying sustainable use to the existing built environment will only succeed 
if it can continually adapt to changing user requirements without too much 
additional investment. We have seen that the wavelength of the change can 
be different for the interior, exterior and location. It is obvious to make 
these three independent of each other, so that they do not hinder each 
other in their mutually different changing processes. These are the precise 
principles of open building. That separation should take shape both 
technically and materially and in managed terms. What technical conditions 
do we encounter, what framework of rules and regulations and what in 
terms of the financial aspect? And how can we deal with them and 
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constantly move with them in order to accommodate the existing built 
environment? 

Materialization and technique. 

Let’s start with the most concrete aspect, the materialization plus 
technique and the control thereof. Here comes our doctrine of open 
building to the rescue. In his book “De dragers en de mensen, het einde van 
de massawoningbouw” (1961) translated into English under the title 
“Supports, an Alternative to Mass Housing “ (1962), John Habraken laid out 
the basis. It made a distinction between support (or base building), infill, 
and urban fabric. These concepts we explain briefly as follows. The fill-in 
represents layout and amenities, which change rapidly and over which the 
user should have control. The base building means foundations, roof, 
supporting structure, access and potentially the façade. These change 
slowly and form the solid framework for quick installation and easy 
customization. The control over the base building lies with the investor as 
owner and long-term investor. This can also be a housing corporation. The 
urban fabric represents the location as well as the fixed location 
characteristics such as public space, the property’s footprint and sometimes 
the building height too. These in turn form the solid framework wherein the 
base buildings can be adapted. And control over it and ownership thereof is 
generally by a public body, usually local Government. So we see that in that 
system there is a hierarchy between the three levels. In every case the 
higher level with the larger wavelength forms the regulating and physical 
framework within which the lower level with a smaller wavelength can 
move. That lower level cannot step outside the rules and physical 
framework.  

Base building. 

If we apply this approach to existing buildings, it means we need to make a 
technical and material separation between base building and fill-in. If base 
building is not designed to accommodate a lot of fill-in’s, then it is the 
primary concern to make the base building as flexible as possible. The 
accommodation capacity of the base building depends from the start on the 
carrying capacity of foundations, vertical loadbearing structures (walls and 
columns) and horizontals (floors and beams). A question here is thus: can 
the load bearing capacity be increased if it is not enough? The 
accommodation capacity of the base building depends, secondly, also on the 
free space it offers. This refers to the height between the top and the 
bottom of the fixed-bearing floors. This headroom in post-war houses is 
usually no more than 2,5m. Consequently this strongly limits the possibilities 
to use it for other functions. Base buildings of schools and offices (headroom 
3m and more) and industrial buildings are more suitable in this respect. The 
accommodation capacity of the base building depends, thirdly, also on the 
possibilities for partitioning. And this in turn depends to a large extent on 
the size of the spans and of the spacing of the support points, which carry 
the vertical loads on the foundations. Columns that bring point loads down 
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offer here more freedom than that brought by the driving of the lateral 
loads lower. Fourthly and finally, the accommodation capacity of the base 
building depends on its flexible accessibility thereof; accessibility for users 
as well as for facilities such as gas, water, electricity, air, data traffic etc. In 
low-rise this leads to the maximisation of the potential number of access 
possibilities from the public area, as well as for people and for pipes and 
cables. With stacked building this has far greater consequences. Then we 
must ask the following questions: how do we improve the horizontal and the 
vertical access and how do we get these two systems together?  
. 

Fill-in. 

If the accommodation capacity of the base building complies, then we come 
to the fill-in. Here we should not only consider layout, floor and ceiling 
finishes, but also lighting, heating, ventilation, water, sewer and 
connections for data traffic and placement of a meter cupboard. In short 
everything necessary to make a building concrete enough for use.  In this, 
fill-in is thus the requirement that it is independent of the base building, it 
can easily and cheaply be adapted to the constantly changing user 
requirements or function changes. On that matter, the supply industry 
already has many answers ready. 

!  
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Within the sphere of installations there are prefabricated components that 
can be put together like a kind of meccano-system. The same applies for 
components that are used for architectural elements and partitions, floors 
and ceilings. These systems usually have a lot in common in that they can be 
re-used elsewhere after disassembly. This offers the potential for lease or 
rental of these components, where the user pays only for the use and the 
supplier takes back his high quality products after the term of use has 
expired, for re-use or recycling. In this case, the knife cuts both ways: 
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scarce resources are not lost and the user is not stuck in a situation without 
an alternative. And that flexibility is extremely good to have.  

But for the sake of clarity: it is quite possible to make such a separation of 
the base building with traditional construction methods, without high tech. 
Interior walls for example can still be cemented with all types of bricks or 
blocks or with the well-known metal stud-system or even wood. The 
disadvantage is that the residual value is low unless the subsequent user can 
continue to use these constructions in their entirety. 

In the area of flexible partitioning components, the construction industry is 
changing rapidly. We can still expect many innovations; these could come 
from unexpected sources, for example from the furniture manufacturing 
industry. Finally we see in this respect that within our current legal 
frameworks it is not the legal ownership but the economic ownership of the 
fill-in that can be transferred to the user as tenants of the base building 
surface. And the tenant may be given the option to sell the fill-in to the 
next tenant through a so-called ‘substitution’, a transaction that occurs 
often in the retail and in the hospitality sector. 

Rules and regulations. 

It seems technically and materialistically there it would be quit easy to find 
solutions to the problem of buildings that ‘move along.’ However user-
flexibility is not just a technical problem. Existing laws and regulations 
should not stand in the way. One of which - control and/or ownership of the 
installation – we have touched upon already. But within this area the 
problems loom on. The multiplicity of restrictive regulations is huge. And 
again most are not primarily meant to provide freedom of use, but based 
upon very different principles. They were mostly formed in the post-war 
years when new build of mono-functional buildings set the tone. 
Furthermore these regulations are enforced by independently operating 
bodies. That has led to regulations and the application of these regulations 
that do not fit the dynamic the real estate market demands. Let us consider 
at a glance what can actually lie in the way.  
•Firstly, we have to look at the ownership rights in the real estate. This is 
based on the principle that everything above and below a piece of land and 
that associated with it is the property of the landowner, within the real 
estate this also applies to everything attached to it. So at first glance it 
might seem that it is difficult to reconcile full ownership over the fill-in of 
the user. We could determine juridical constructions that solve this problem 
in part. But for an adequate and universally usable legal separation of 
ownership of base building and fill-in there are many legislative changes 
necessary. 
•Secondly we have to consider environmental law (or regional planning). 
This gives local Government the ability to determine the use of land. An 
exhaustive list of permitted uses can therefore stand in the way of allowing 
a much-needed use for the land in question. It would be better not to have 

!  24



a list of things, which are not possible so that there is unlimited space for 
everything else. That is much wiser in a dynamic society, in which no one 
knows what will happen or what the requirements are in the market. 
•Thirdly we have to consider the building codes and regulations. One of the 
most pressing questions that may arise from the application of the 
regulations is what is the standard that applies to renovations?  Are they 
the same standards as in the current new build or are they the same 
standards that prevailed in the initial development of the real estate? The 
latter seems more reasonable than the first. Because existing buildings 
undergoing renovation or transformation and having to adapt to new build 
standards are often unenforceable. 
•A fourth category of regulations, that we have to consider are shaped by 
the legislation that covers gas, water, electricity as well as the connection 
requirements of utility companies. The legislation and connection 
requirements give the utility companies a kind of monopoly position. And 
there might be in terms of user-flexibility significant complications making 
it very costly.  

The degree to which all of these regulations prohibitively work is not only an 
objective truth as a direct result of the content of the rules themselves, but 
also depends to a large extent, on the smoothness with which they are 
applied. And that is a subjective truth. Because with good will it is also 
evident within the current legislation, regulations and local ordinances that 
a lot is possible. But if this good will is lacking, there are countless 
opportunities to greatly reduce user-flexibility. Even on that point there is 
still a lot to do. On the one hand we need to work on raising awareness on 
the enforcement of regulations, on the other hand we have to work hard to 
be convincing and put forward convincing arguments.  

Finance and financing. 

Flexible use of existing real estate does not always fit within the traditional 
financial parameters. Especially in change of use, which costs not only 
additional investment resources but also often only leads to a new 
acceptable return when the first existing value is written off. That problem 
is often apparent with vacant offices, shops and industrial buildings. 
Investors have long been reluctant to implement these write-offs in the 
hope of an improvement in the market. And curiously enough, the commonly 
used valuation methods on write-offs also stood in the way. Because these 
methods often came out from the fictional assumption that the real estate 
within a certain time (e.g., two years) will be entirely rented. In such a case 
the methods were not appreciated by the reality, so writing-off was 
unnecessary. Large write-offs suddenly also raised questions. And therefore 
most investors opted for gradual change despite the fact that the real and 
current market value was now much lower than that of the book value. 
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Through that  ‘paper’ can create barriers to redevelopment. This was 
especially true in the early years of the crisis. But meanwhile investors have 
accepted the new reality. In completely vacant office areas for example 
residual values of around €200,--/m2 floor space are already taken into 
account. Some talk of offices a m2-price equal to that of the floor covering.  

If the write-off is accepted, the problem is whether as a result, there is 
additional investing that has an appreciation that is higher than the 
investing. The appreciation depends of course on the rental possibilities, the 
rental price level and the expected rent price development after 
transformation. The problem is then to finance that investment if the 
necessary equity is missing. Here we can come up against the ingrained 
approaches of the banks. They are used to finance only after rental. They 
finance then on the basis of guaranteed cash flow. This can be quite difficult 
at the present time because the traditional markets fail and buildings need 
to be specifically made suitable for flexible use. The demand for flexibility 
is a feature of the market of today and tomorrow. That means a new vision 
for the financier whom was accustomed to single-tenant contracts for five 
to ten years. For it is precisely small-scale rental to changing users and 
rental contracts with short terms that have future. It seems controversial, 
but in this market it is wise to offer leases for workspaces that can be 
cancelled on a monthly basis, the same as with living spaces. That is totally 
against tradition, but by opening the back door like this we may stop the 
resistance at the front door. This new way of thinking in the world of real 
estate financing must be accepted. 

If the financier goes into this, then they finance no guaranteed cash flow 
but a market- conform building. Guaranteed cash flow and market conform 
buildings have two entirely different magnitudes. In the latter case, other 
criteria are taken into account, such as location, flexibility and the 
appearance of the building. Unlike the signed leases of reputable parties, 
they are far less easy to put across to the back office. But there are clear 
signs of a change in forward thinking financiers and where they are going to 
take this. 

7. Conclusions 

1. New build production will decrease. 

2. Demographically and technological developments lead to a large 
dynamics in housing needs. 

3. These must be accommodated in the existing stock. 
  
4. The existing stock must be become flexible. 

5. This is the terrain of  “Open Building”. 
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6. Urban fabric, base building and fill-in have different rates of change. 

7. Rules and regulation must be adjusted. 

8. Work processes in construction and business models on investing require a 
new approach. 

9. There is a tremendous opportunity for integrated products. 

10. The future of Open Building resides in the existing stock.   

!
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