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Abstract

A drong competition takes place between large European cities for attracting
international  head offices in especidly the services sector. This paper investigates
the spatid economic and employment impacts of developing such a top location.
Fird, a theoreticd overview is presented on generative economic growth and the
locational behaviour of companies. Then attention is paid to the potential
employment and spatid economic impacts (both didributive and generative) of
such a project. In the second pat of the paper, a case study is presented for
Amgerdam South, which the locad government wishes to develop as an interna
tional top office location. It appears that there are indications of generative
employment impacts, but that there may also occur distributive effects, e.g.
relocation of firms from the city centre towards the new location. It is concluded
that both psychologica factors and a careful planning are very important for the
devdopment of top locations When a project is successful, new employment
may be generated, but undesrable didributive impacts may be substantid.



1 Introduction

The demand for office locations has been growing rapidly during the last
decades. This has been the consequence of several important developments in
the economy. A first development is that technological developments in the
manufecturing sector have favoured the subditution of blue collar jobs by equip-
ment. As a consequence, white collar jobs have become more prominent. In
addition, production processes have become more complex so that the control
function has gained importance.

Long run trends in the economy have led to a shift avay from the manufac-
turing sector to the service sector. For example, knowledge production has
become a very important activity in developed economies and most of knowledge
production takes place in office buildings Other dynamic sectors with a strong
demand for office space are banks and insurance companies and vaious business
srvice attivities

In addition to the quantitetive growth of demand for office locations it is
important to note that demand for office space has receved a stronger interna
tional orientation. This is the consequence of a trend of decreasing transport
costs and of reduction in trade regulations (EU, NAFTA, ASEAN) gving firms a
stronger international orientation (Dunning and Norman, 1987). A related
development is the growth in the number of international organizations that
need office space.

Larger cities try to attract these national and international companies and
organisations, by offeing high qudity = so cdled top-office - locations (Funck,
1996). In this way they am a dimulaing locd and regiond economic growth
and development, and attracting new employment. This has led to a strong
competition between cities; many cities have developed plans for high quality
locations. Also internationadly there is an increesng compstition between cities
for atracting companies, often supported by nationa governments by giving tax
exemptions and the provison of high qudity infrastructure.

A top office location is defined as ‘an aea with a strong concentration of
advanced office activities, dtuated in a mgor metropolitan region with a highly
developed urban economy and specialized and sophisticated services (Korteweg
and Lie 1992). In such locations knowledge and information-intensve activities
are carried out, in which economies of scale and an advanced infrastructure
provide an attractive climate for such activities.

In this respect it is an interesting research question what the impects of the
development of top office locaions are. The distributive effects may be consider-



able successful cities dtract large numbers of jobs for office workers that would
otherwise have gone to another city; dso within cities such impacts may occur.
Furthermore, generative effects may occur: due to the pogtive locationa factors
extra productivity gains may be achieved and new activities may start or be
attracted.

This paper investigates these factors as well as the regional economic
impacts of the devedopment of a top office location. Firs, a concise review of
location theories and regional economic growth is presented in Section 2. In
Section 3, a methodological framework is developed for andyzing the economic
and employment impacts of the devdopment of (top) office locations. Next, this
methodological framework is applied to the impacts of the development of
Amgerdam South as top office location in Section 4. In Section 5, findly, some
conclusons ae dravn and policy recommendations are given.

2 Locational Theories and Regional Economic Growth: A Literature Review

Theories on the locationa behaviour of firms go back to the firg hdf of the
previous century. The firsd wdl known theory is from Von Thiinen (1821) for the
agriculture sector; this was followed later by eg., Weber (1909) for the manufac-
turing and Losch (1940) for the services sector. Transport costs play an import-
ant role in the locationd behaviour of firms according to these theories Limi-
tations of these early theories are that urbanization economies, economies of
scde, socid and culturd aspects as well as subjective perceptions of companies
do not play a role. In addition, dynamic aspects are absent in these theories.
Therefore, severd new theories were developed, offering other explandaions for
locationd behaviour and in addition explaning why cetan regions and locations
ae more successful than other ones.

Wdl known, for example, is the growth pole theory (Perroux, 1958) which
assumes that economic growth does not occur equaly soread in time and space,
but in a discontinuous way. Economic growth darts in so caled growth poles,
from which economic development spreads from. These poles are characterized
by clugers of companies, which create pogtive synergy and large economics of
scde. As a result, economic growth is created. In this respect dso characteridtics
of the labour market, the presence of sarvices and the socid-culturd infrastruc-
ture play an important role (Pdlenbarg, 1985).

Another theory is that of ‘cumulative causation’, which relates economic
growth and the circumstances in which production occurs (Myrdall, 1957).



Growth in production on a location results in increesing qudity of the produc-
tion circumstances which again attracts new companies. This process repeats
continuoudy, resulting in  cumulative economic growth. Laer in time economic
development may soread, due to a lack of eg. space and labour (Pelenbarg,
1985; Poppelaars, 1993). The notion of cumulative causation may indeed be
quite relevant for top office locations.

Porter (1990) identifies four man location factors which explan the econ-
omic success or failure of a certain location, region or country; he describes
these as mutudly dependent corner points of a diamond:

*  factor conditions: the presence of resources, capital, labour, infrastructure
* demand conditions: the compostion, sze and growth of nationd demand and
the export possbilities

clusters: the presence of interconnected sectors which are competitive on the

world  market;

the economic organisation.

In addition to these factors, factors like ‘coincidence (e.g., inventions,
technical breakthroughs, exchange rate changes, wars etc.) and governmental
policies (which can influence the above mentioned factors) are important
locationd factors in Porter’s theory.

Storper  (1997), explains the success of certain regions by the concepts of
‘technologicd  learning  and  ‘conventions. The latter relates to institutional and
culturd issues, in which every region is different and which play a decisve role
in the economic development and success of a region. Such conventions reate
eg., to ancient trade history, the development of finance centres etc., and are
often hidoricaly  determined.

The theories on the economic success of regions have dealy seen a hift
from explanations based on cost factors, to theories which put emphasis on
social-cultural explanations. A similar trend can be found in theories and
rescrch on the factors influencing the behaviour of firms. Funck (1996) makes a
clear digtinction between ‘hard and ‘soft’ locational factors, the hard factors are
* the geographicd location and topographicd specifications,

" access to infrastructure esteblishments of various kinds (eg, R & D, educa
tiond, hedth), ther cagpacity and qudlity;

the pogtion in transport and communication networks,
¥ utility supply and wade disposd sysems,

sructure of the labour market;
¥ sectord, sze and control dructure of exising economic activities.



The soft locationd factors are:

" the intengty, diversty and levd of qudity of culturd activiies and recre-
aiond offers
the qudity of naturd and man-made environment;
the credtive cimate
the identification of locad citizens with ther city or region, bassd on higtori-
cd and cultura motivation, and future aspiraions.

Clapp (1993) mentions as important reasons for a company to choose for a
cetan location: the exisgence of agglomeration advantages, factor cods, trans
port cogs politicd factors and the living climate for the management.

Locational behaviour and top locations

Louw (1996) discusses office location in the context of a communication
theory: exchange of information is important for offices which can be seen as
information demanders and knowledge intensve activities. Offices tend to locate
therefore on locations with a high ‘information densty’, where contacts can most
easily be made and information exchange is the cheapest. In addition, Louw
(1996) presents some theories on the decison making process within a firm, we
will not eaborae on this any further.

Also empirical research shows the importance of soft locational factors.
Price Waerhouse (1991) for example, investigates the importance of the above
mentioned locationd factors for internationd companies and found high scores
for the soft locationd factors (see dso Poppeaars, 1993). Interestingly, when we
compare various types of activities, it are head offices and R & D institutes
which attach the highest scores to these activities those activities on which top
office locations manly focus. Top office locations should therefore not only score
postive on the hard locationa factors, but dso on these factors to atract these
dynamic sectors.

In addition aso perceptions and other dtitudes play an important role in the
success or falure of a top office location development. For example, only 40%
of the firms aound Schiphol Amgerdam Airport is a regular user of the arport,
but because of status and image many companies prefer to locate there (Kramer,
1990). For the success of a top office location, it is therefore very important that
the location has a dduxe image. Severd factors are important in this respect:

the presence of an important and well-known image determinator; the

devdopment of La Défense in Paris where the new Arc de Triomphe acts
now as determinator, is an example of this



*  Sdectivity with condruction requests, the architecture of the building and the
image of the demanding firm ae important. In addition, dso the price per
m’® is important for the image
avoidance of over-supply; the notion of scarcity is important for a high qudity

image.

Lie and Korteweg (1992) mention furthermore the next characterigtics of top

office  locations

* mass and concentration: a criticd mass of prestigious offices is required, the
top location should also be surrounded by several other locations

*  the activities peformed ae most prestigious, eg. adminidration activities are
often separated and located in cheaper office locations (a divison occurs
between ‘front’ and ‘back’ offices);
there is a drong reationship between the office location and its investment
characteristics. Risk avoidance is often an argument to invest in these
locations. there is a long term gability in incomes (dso because the firms
located here are very solvent) and the value of the land is high and will
probably say high.

It can be concluded that for developing office locations not only ‘hard’
locationd factors, but dso ‘soft’ locationd factors, perceptions and the image of
a locdion play an important role. This observation holds even to a larger extent
for top office locations, when such a project succeeds there may indeed be large
generative  economic  impacts.

In the next sections we will investigate to what extent investments in top
office locations may have an impact on locational behaviour of firms and on
broader spatial economic  development.

3 Methodological Framework

For andyzing possble impacts of the deveopment of a top office location,
we will use employment impacts and movements of offices as indicator for
economic developments. We have two reasons for this fird, policies are often
more focused on jobs creation and employment effects than on economic growth,
and second, there are more data available on employment growth and office
shifts than on economic growth figures.



The theories discussed in Section 2 manly rdae to explaning generative
growth of a region or location and severd success and falure factors follow from
this analysis. One should however acknowledge, that the development of top
office locations may dso have unexpected interlinkages with other pats of the
regiond or even naiond economy. A typology of spaid economic impects is
presented in Figure 1.

| Temporary
|
Impacts of an
Investment .| Distributive
project
¥ Permanent Productivity gains

| Expansions and new
Generative ——| ootivitios of companies

Attraction foreign
based companies

Figure | Typology of employment impacts of an investment project

First, a distinction should be made between temporary and permanent
impacts. Temporary employment growth will occur in the condruction Stage of a
project, and will in the firs place occur in the condruction and related sectors.
In addition, several multiplier effects will occur, so that also employment is
created in other sectors of the economy. Two types of multipliers can be
identified (Bruinsma e d., 1996):

" incomes of employees increase, which has a podtive impact on the economy
and expecidly in the region where the employee is living;

with the suppliers of the construction sector extra employment could be
created.

When the construction is finished, permanent employment impacts may
occur. A first important distinction to be made is between distributive and
generative employment growth (Armstrong and Taylor, 1986; Rietveld and
Bruinama, 1998). Didributive impacts will result in a shift of employment from



other locations towards the newly developed location; in some cases this shift
may be regarded as desirable, in other cases this will be undesirable from a
urban development or socia perspective. It should be acknowledged that these
impacts are not specific for a particular project. When the same amount is
invested in another project, Smilar employment impacts can be expected. Never-
theess, these effects are important: the economic potentid of an aea can be
afected when much employment shifts to somewhere dse. This may dso have
adverse effects on the quality of life. In addition, traffic flows may change,
reulting in changing demands for infrastructure.

Gengative impacts will result in entirdy new employment; this will be the
main reason for the devedopment of a top office location in most cases. Generat-
ive growth may occur for various reasons.
¥ productivity gains may occur, due to the postive ‘hard’ locationa factors in

such a location or because of podtive synergetic effects a this location;

due to the insoiring environment and podtive synergies, exiging firms may

start new activities or entirdy new firms may be established;

due to the podtive locatiiona features, foreign - both from other regions or

other countries - companies may base affiliates a the new location, which

cregtes entirdy new employment.

When analyzing these impacts, one should acknowledge that generative
impects a eg. the locd levd, may often be didributive impacts a a higher scae
level. For example, a company may decide to relocate out of a region into
another region due to the development of a top office location. In this case the
host region achieves generative employment growth, but a the macrolevd only
didgributive impacts occur.

In theory, these impacts are easy to identify. In practice however, it is more
difficult to make a distinction between the various impacts, and to make a
distinction between autonomous developments, distributive and generative
impacts a vaious scde leves. In addition, dso spatid planning policies largely
influence the locationd decisons of companies Fndly, dso the avaladility of
data on movements of companies and newly based companies may cause
problems.

In the next section, we will present a case study on the impacts of the
devdopment of a top office locaion in Amgerdam South. The andyds is manly
based on Rienstra (1996).



4 A Case Study for Amsterdam South

4.1 Introduction

The economic policy of Amgerdam has three main focd points Frd, the
national airport Schiphol should grow rapidly and become an international
mainport and the fourth largest arport in Europe. Theefore the arport and the
infrastructure around the airport will be expanded, while also airport related
activities will grow rapidly. Secondly, the harbour area in the northwest of
Amgerdam should expand and attract new indudtrid activities. Thirdly, the south
of Amgerdam should become a top office location for services sectors, with a
focus on national and international financial and business oriented companies
(Riengra and Nijkamp, 1997). Here we will focus on the impacts of the third

objective; the research area is presented in Figure 2.

~ “Schiphol

s
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Figure 2 The research area

Up to now there was no integrated municipal policy for developing this area
The policy focused on deveoping locations in the North and West of Amger-
dam. Market developments however, indicate a preference to locate in Amder-
dam South, which dready resulted in the condruction of severa head-offices of




internationally oriented offices. The municipality intends now to develop this
aea in an integrated way.

The plans indicate a development of 15.000-30.000 m*® office space per yedr;
in addition space is reserved for incidental demand of individual companies.
These offices should have prices in what is cdled the top segment of the market,
which is defined as rentd prices of more than f400,-- per m?. The plans indude
dso a lage scde expanson of trangport infradtructure to this area the highway
may be extended and will be roofed in, a mero will be condructed to the city
centre and the present train station may be developed to become a second
teemind for High Speed Trans

The potentid of the area seems to be very good. The market demands for
this location, Schiphol arport « which is the fourth biggest arport in Europe - is
vay neaby, the accesshility via hignways and high qudity public transport is
very good, there ae two important image determinators (World Trade Centre
and the new ABN-AMRO bank head office) and a university and national/
internationa congress centre are dready present in the area

It is however questionable, whether the plans of the municipdity are not too
ambitious. The Municipd Red Edae Company (1995) for example, gives the
forecasts for future demand as presented in Table 1.

Table 1 Yearly demand for newly built office space (19952005)

m® per vear
Careful scenario
- total demand 90.000
- top segment (20%) 18.000
- sub top 12,000
- absolute top 6.000
Positive scenario
- total demand 130.000
- total top segment 26.000
- sub top 17.250
- absolute top 8.750

urce: Municipal Real Estate Company, 1995.

From these forecasts it becomes clear that demand is limited and the ambi-
tious plans for deveoping Amgerdam South would imply that nowhere dse in
the city, top segment office space should be constructed. It is questionable
whether this is feasble (and desrable). At severd dtes new offices are under
condruction, while eg., the city centre dso may have more devdopments in the
future. It seems therefore necessary to attract foreign based companies, which



would not have been located in Amsterdam when this area would not be
developed. To investigate whether this is feasible, we will now analyze the
international  competitive podtion of Amderdam in this market.

4.2 The international competitive postion of Amsterdam

The international pogtion of Amgerdam has strong and wesk points. On the
nationd market, Amgerdam is not as dominant as eg. Paris in France. Tradi-
tiondly, the Netherlands has severd big cities having their own specialization,
e.g., offices of the national government are mainly located in The Hague. In
addition, the Netherlands does not have large State-owned companies which have
their offices located in the cepitd. Furthermore, the domestic market is not as
large as in bigger European countries, so that it is more difficult to achieve
economies of scde. This is renforced by the fact tha Amderdam is a rdativey
smal city: for example, the tota office space in 1990 was 5,200,000 m?*; which is
very smal compared to cities like Paris (35,000,000 m®) and London (25,000,000
m®) (Korteweg and Lie, 1992).

Also European economic trends may not be in favour of Amserdam: econ-
omic activities tend to shift southwards, therefore Amsterdam’s geographical
location becomes less preferable An indication of this is tha rents in Amder-
dam are low compared to other European cities (Korteweg and Lie, 1992).

There are however dso various podtive features of Amgerdam. Since old
times Amsterdam has a tradition of coordinating and controlling trade flows
(due to the colonid past). As a result, there is a good competitive postion in
these sectors, which recently attracts many European distribution centres.
Secondly, there are relatively many multinational companies based in the
Netherlands. Therefore, there is an international orientation, also the fiscal
authorities are used to ded with multingtiond companies. Thirdly, the interna
tiond accesshility of Amgerdam is vaued very high snce it is located near the
centre of Europe. Fourthly, the Dutch labour force is wdl qudified and has a
good knowledge of foreign languages.

Dexpite this, it is expected tha Amdgerdam South will compete more with
other middle large cities, like Brussels, Dussddorf, Frankfurt, etc. than with the
absolute top locations (Paris, London). Neverthdess, when Amserdam develops
its top location - which is lacking up to now . several smaller foreign based
companies may choose for Amsterdam; this holds especially for companies
having (European) didribution centres. In this way, demand for office gpace may
increase and become larger than is expected in the above forecasts. Therefore,
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developing Amgterdam South to a top office location could be feasible.

Now we will andyze the employment and spatid economic impacts of the
development of Amsterdam South, by discussing impacts to be expected as
discussed in Section 3.

4.3 Temporary employment impacts

The number of temporary jobs created during the construction stage will
mainly depend on the amount of invesments. Jansen (1993) indicates that in the
congtruction sector the average sdes per job are 252,000, s0 that an investment
of f1 min will result in the creation of four jobs; about the same holds for
investments in transport infrastructure. The multiplier for investments in
transport infrastructure as calculated by Bruinsma et d. (1996) is 1.7. When it is
assumed that the same multiplier will hold for office invetments an investment
of f1 min will result in the cregtion of 6-7 jobs (the same holds for infrastructure
investments). The current plans indicate investments of f3-4 bin in office space
and fl-2 bin in trangport infrastructure, so that in a condruction period of 10
years 26,750 « 40,000 temporay man year jobs are created (see Table 2).

Table 2 Temporary employment impact in a ten years period

Minimum | Average | Maximum

Investment: Offices 3 bin 35 bIn 4 bin
Infrastructure 1hbln 15 bln 2 bin

Direct man years 16.000 20.000 24.000
Indirect man years 10.750 13.500 16.000
Total man years 26.750 33.500 40,000

It should be acknowledged that this does not mean that unemployment in
Amgerdam will decrease with the same number of people. In 1992 only 13% of
the labour force in the condruction sector was living in Amgerdam and 25% in
the larger Amsterdam agglomeration (O+S, 1992). Most of the temporary
impacts will therefore occur outsde the Amserdam region.

4.4 Permanent generative employment impacts

When the offices are in use, generative impacts may occur because firms
may peform better here than a other locations or due to the location of foreign
based firms. Here we will focus only on the impacts of a better performance of
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companies. It is not yet possble to andyse these impacts this is only possble in
an ex pog andyss. Some indications can however be given by andysng daa
from two sources. employment data and data regarding the use of offices.

Employment  developments

An indication whether favourable locationad festures will result in  generative
employment growth is the development of employment in those companies,
which are dready located in this area In this respect it is important to acknowl-
edge tha moving firms ae the mogt dynamic and faset growing, which might
locate wherever space is avalable When these companies are dso taken into
account, one will find the largest growth at locations where most office space is
avalable therefore, we will not use data on these companies. The employment
growth in companies in the service sector in the Amsterdam region and in
Amgerdam South is presented in Figure 3.

Index: 1984 = 100
170

-Amsterdam total 1
160| ~ Amsterdam South { - ---

150

120

Figure 3 Employment growth of existing companies in the service sector
Source; Own calculations based on Chamber of Commerce (ERBO) data
Note: Amsterdam South is defined here as the zip code areas. 1076-1078 and 1081-1083.

It appears that employment growth in existing firms is clearly higher in
Amgerdam South than in Amgterdam in totd. It is driking that this difference
has become larger: in the observed 10 years period the annud growth was on
average 1.6% higher; this difference was however mainly achieved in the lagt five
years (Table 3). This is even more driking when it is acknowledged tha there is
very limited supply of office space in this area, which often forces companies to
move to another area when they need more space (see Section 4.5).
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Table 3 Average employment growth existing firms in the service sector

|| Amsterdam (%) South (%)
1984/85 - 1993/94 3.68 5.26
1989/90 - 1993/94 3.02 5.63
Source: Own calculations based on Chamber ¢ om RBO) data.

It should be acknowledged that also other features (e.g., the average year of
a firm's birth) may play a role in these figures. It can be concluded in any case
that there are indications that developing Amsterdam South might result in
generative employment growth compared to developments esawhere, which may
be due to the favourable locationad festures in Amsterdam South.

Data on office use
Also other indications of generative employment growth can be identified:
location of firms coming from outside Amsterdam, which would not have been
located in Amgerdam without developing the location;
expansions of current companies which would not occur without the develop-
ment of the top location;

* new activities which would not take place in another location.

*

It is very hard to predict whether these impacts will occur and whether these
ae caused by the pogtive locationd features. An indication may however be the
peformance of the location compared to the peformance in Amgerdam as a
whole; these figures are presented in Figure 4. Striking is especially the high
share of Amgerdam in atracting new companies (in comparison to the share in
the existing stock). It is clear that Amsterdam South generates in this way a
employment growth in the city. When it relates to international offices which
otherwise would not locate in the Netherlands, even a generative impact on the
mecro level is achieved.

Furthermore, the share in new activities and expangons is higher than the
urban average. These shares are not exceptionaly high however, which may be
explaned by the redive lack of space and the high rents (especidly for back
offices). Amgerdam Southeest on the other hand has abundant space and low
rental prices, which makes it eader for firms to expand.

From both data sources it can be concluded that there are clear indications
that a generative employment growth can be expected due to the development of
a top office location. Now we will tun to an andyds of potentid didributive

Impacts.
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Figure 4 The share of distinct city parts in the total office stock, incoming comp-

anies outside the Amsterdam region, expansions and new activities
Source: Own calculations based on De Boer, Den Hartogh, Hooft, 199.
Note: Amsterdam South is defined here as the city quarters South and Buitenveldert.

45 Digributive impacts

The potential distributive impacts will be analyzed by investigating compet-
ing locations (which will face a loss in offices when Amsterdam South is devel-
oped) in the rest of Amsterdam and an analysis of future expectations of the
office  market.

Analysis of competing locations

The supply on the market (both new and empty existing offices) is changing
rapidly, this holds both for total supply and the supply per location. When
analysing potential distributive impacts, especially competing locations are
relevant. These locations should offer now also supply in the (sub)top segment of
the market. When Table 4 is analysed, it appears that Amsterdam South has by
far the highest share in the top segment of the market (rents above f400 per
m?): 21% of the offices in Amsterdam South are in this segment, whereas in all
other quarters this segment is virtually absent (the centre is the only area in
which also some top segment offices are found). Also in the subtop segment the
dominant position of Amsterdam South is striking. It can be concluded that
Amsterdam South in the first place competes with the city centre of Amsterdam.
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Table 4 Average vearh office space rented (1985-1 994)

Abs. top (%) | Subtop (%) ‘ Middle (%) | Base (%) | Total (abs)
Centre 1 10 58 31 43.364
West 0 2 62 36 40574
South 21 33 38 8 39.532
Southeast 0 1 89 10 50.569
East 0 0 49 51 8.589
North 0 0 46 %) 930
Total 5 10 63 2 183.558
Source: Municipal Real I'state Office, 1995.
Note; Rents per m*; absolute top: > f400; subtop: f300-400; middle: f225-300; base < f225.

Another indication of distributive impacts are the moves companies make
between the diginct aress. In totd the net inflow of office space was negdive in
both Amgerdam South and the city centre, because of the low supply of new
offices here, while newly developed locetions in Southeast and West ditracted a
good number of users. Neverthdess, some interesting conclusons can be drawn
by invedigating data on these movements (see Figure 5).

m2 office space (x thousand)
40

N N
aé’é\ ‘000 '606\ '(*o@ ® S &

Figure 5 Shifts of companies (measured in m’ office space) from and to Amster-
dam South (I 991-1 995)
Sour ce; De Boer, Den Hartogh, Hooft, 1996.

It appears that Amgerdam South manly attracts firms from the city centre,
which may partly be explained by the worsened accessibility and the parking
problems there. Furthermore, in the city centre most companies are found which
dso rent in the top segment of the market (finahcid and busness sarvices eic.).
The shift to Amsterdam West can be explained by the large supply of new
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offices in the period andysed; the net shift from and to the other areas appears
to be limited. It should be acknowledged, that aso many offices shift towards
locations near Amdgerdan (Amgdveen, Schiphol aed); Amserdam  South  will
ds likdy compete with these locations in the future,

5 Conclusions

There is an increasing competition between cities at the national and
internationd level to compete for the location of offices of companies, which ae
most rgpidly growing like busness and financid services, European head offices
eflc. As a reault, cities tend to invet huge amounts of cgpitd in infrastructure
and the development of (top) office locations. It is clear that a successful
devdlopment of such a location may have podtive impacts on employment levels
and locd economic growth, it is however uncetan whether and under which
conditions such impacts may be achieved.

In addition, such a deveopment may adso result in shifts cf activities towards
this newly developed location, which may have negative and undesrable impacts
on other pats of a region or city. It is therefore necessary to carefully anayse
the potentid spatiad economic impacts of such investment projects.

In this paper a case sudy is presented on the potentid impacts of develop-
ing Amgderdam South as top office location. This location is dready having the
highet rents in the Netherlands, while most locationd factors are very good and
vadued vey high.

When invedtigating the potentid impacts of such a deveopment, there ae
clear indications that generative employment growth may occur. Companies
dready present here, show an employment growth which is dealy higher than
the average, while they dso dat rdaivdy many new activities the aea dso
atracts relativdly many new companiess When the current plans continue, these
impacts may be reinforced, leading to generative economic and employment
growth. These impacts may be positive at all spatial levels, especially when
Amgerdam South succeeds in  attracting foreign based companies.

Within Amgterdam, a shift may occur out of the centre towards Amserdam
South, because many offices already move outside this area, while a newly
developed location in Amsterdam will mainly aim at those sectors which are
currently located in the centre. When incidental demanders have to choose for a
location, they may in the future also locate there instead of in the centre or
other pats of Amdgerdam or the Amdgerdam agglomerdtion.
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When developing such an investment project, one should however always
acknowledge that often not-planned and psychologica factors play a decisdve role
in the success or falure of such a project; these factors are difficult to steer. For
a successful further deveopment of the Amgerdam South ares, it is therefore in
the firsd place important to avoid a negative image of the location (eg., prevent-
ing over supply, a SHective policy of accepting firms), even when as a reault the
development of an area may take longer than expected beforehand.

Acknowledgement

The empiricd pat of this pgper is based on Riengra (1996), which has been
funded by the Amsterdam Municipality. The inputs and comments of Frank
Bruinsma and Cees Gorter (Free University) are highly appreciated by the
authors.

17



References

Armstrong, H. and J. Taylor, 1986, Regional Economics, Allen, Oxford.

Bruinsma, F., J. Klooster and P. Rietveld, 1996, Handboek Economische Effecten Infrastructuur,
AGV/RE-VU report for AVV, Rotterdam.

Clapp, JM., 1993, Dynamics of Office Markets. Empirical Findings and Research Issues, The Urban
Institute Press, Washington DC.

De Boer, Den Hartogh, Hooft, 1996, Kantorenmarkt Regio Amsterdam 7986-1996, Amsterdam.

Dunning, JH. and G. Norman, 1987, The Location Choice of International Companies, Environ-
ment and Planning A, val. 19, pp. 613-631.

Funck, R,H., 1996, Competition among Locations: Objectives, Instruments, Strategies, Perspectives,
in: Giersch, H. (ed.), Urban Agglomeration and Economic Growth, Springer Verlag, Berlin, pp.
227-255.

Jansen, F.J,, 1993, De Bedrijjseconomische Situatie van Bouwbedrijven in 1993, EIB, Amsterdam.

Korteweg, P. and R. Lie, 1992, Prime Office Locations in the Netherlands, Tijdschrift voor
Economische en Sociale Geografie, vol. 83, no. 4, pp. 250-262.

Kramer, JH.T., 1990, Luchthavens en hun Uitstraling, PhD thesis, Catholic University, Nijmegen.

Losch, A., 1940, The Economics of Location, Yale University Press, New Haven.

Louw, E., Kantoorgebouw en Vestigingsplaats, PhD Thesis, Delftse Universitaire Pers, Delft.

Municipal Real Estate Company (Gemeentelijk Grondbedrijf), 1995, Topsegment Kantorenmarkt
1995, Amsterdam.

Myrdal, G., 1957, Economic Theoy and Underdeveloped Regions, Duckworth, London.

0 + S, 1992, Rapportage Bouwstatistiek 1991, Amsterdam.

Pellenbarg, P.H., 1985, Bedrtjjsrelocatie en Ruimtelijke Kognitie, PhD thesis, State University,
Groningen.

Perroux, F., 1958, La Coexistence Pacijique, Presses Universitaires de France, Paris.

Poppelaars, JA.A., 1993, Sociaal-Culturele Voonieningen als Vestigingsplaatsjactor, 100, The
Hague.

Porter, M.E., 1990, The Competitive Advantage of Nations, Free Press, New York.

Price Waterhouse/Plant Location International, 1991, Location Requirements of Internationally
Operating  Companies.

Rienstra, S.A., 1996, Regionaal-Economische Effecten van de Ontwikkeling van de Zuidas, RE-VU
report for the Municipaity of Amsterdam, Free University, Amsterdam.

Rienstra, SA. and P. Nijkamp, 1997, The Potential Role of Electric Cars in Amsterdam’s
Transport System in the Year 2015; A Scenario Approach, FEWEC-Research Memorandum
1997-28, Free University, Amsterdam.

Rietveld, P. and F.R. Bruinsma, 1998, Transport Infrastructure, Accessibility and Spatial Economic
Development; Theory, Methods, Case Studies, Springer Verlag, Berlin (forthcoming).

Storper, M., 1997, The Regional World: Territorial Development in a Global Economy (forthcom-

ing) .
Thiinen, JH. von, 1821, Der Isolierte Staat in Beziehung auf Landwirtschaft und Nationalokonomie,
Fischer, Jena

Weber, A., 1909, A Theory of the Location of Industries, Chicago University Press, Chicago.

18



