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Abstract

Accommodating urban growth in the fast growing cay Istanbul encounters several
problems. This paper discusses the developmenteeihfeld sites in Istanbul by examining
the institutional structure of the land developmamicess of some recent large-scale housing
projects using a framework of institutional anadydihe result reveals that the public (through
both the central government and the local munittipa) has an important role in land
development by acting as both regulator and inve3ioese roles have been empowered by
the recent changes in the law. Success has be@vedhn terms of the quality and quantity
of housing built on greenfield sites in Istanbukepthe last decade. However, the price of
serviced urban plots in the legal land market resaigh, and it remains difficult for the low-

and mid-income groups to gain entry to the properayket.

1. Introduction

Urbanization of large cities in the developing wioik proceeding strongly. Often the
planning system cannot accommodate this growthadadge part of this urbanization occurs
in informal settlements. Much planning effort hascently gone into regularizing
(formalizing) these settlements, which may resaltai more secure tenure (Zevenbergen,
2004), which may become the basis on which thebitdwats can develop wealth. However,
these informal settlements are often located insygayly challenging locations and are
exposed to risks. It may therefore be appropr@aenhance the planning process so that it can
cater to the large population growth by providimypde serviced plots. This demands another
type of planning, rather than a static and buresigcplanning style, that might be used by a

variety of local authorities in developing nations.



This paper considers the land development proaedstanbul, Turkey. Istanbul is a very

large, fast growing city, located in a vulnerablkeaa It is in an earthquake-prone region
surrounded by salty water, and on two strips ofl laetween Europe and Asia, and is thus in a
sensitive position with regard to the provisionfr@shwater. Land development is structured

by the challenge to protect those green areapthaide freshwater when rain falls.

In Istanbul, the public authorities (TOKI (Mass Hog Administration) and the

municipalities) have become directly involved ire ttand development process in order to
provide an answer to the two main problems thahtké&opolitan area faces: the low quality
and quantity of the houses, and the high priceseoficed urban plots on the legal market.
Resolution of these two basic problems is dependanproducing adequate dwellings in
terms of both quality and number, and at reasonphte in the legal land market. This
triggers the greenfield development of very fasiwgng cities like Istanbul and so the land
development process becomes particularly importaéhis is the reason why this type of

process affects production volume and price (Needéiad Verhage, 1998).

The purpose of this paper is to discuss the dewsdop of greenfield sites in Istanbul, with
emphasis on the institutional structure of the ldadelopment process of some recent large-
scale housing projects on a greenfield site. Thgepalso examines the roles of the main
players. The analysis may be relevant to discussmnthe development of policies which
enhance the effectiveness of the process for hgusithin formal land markets in developing

countries.

This paper is organized as follows: the theoreticainework is examined in the following
section. The third section examines the role oflipyflanning decisions and actions on the
land development and its problems. The fourth eactinalyzes the development of public—
private sector capacities in land development. fiitie section gives an institutional analysis
of four different large-scale housing projects eeemfield land in Istanbul, the main players
and their roles in these processes. The sixthaseidia general evaluation of the case studies.

Conclusions are then drawn and policy recommendsitioe made.



2. The Land Development Process

Producing serviced plots for housing is part of twed development process, defined by
Healey (1992) as a transformation of the physioainf the property rights and the material
and symbolic value of land and buildings resulfiragn the effort of agents who both acquire
and use their sources of power, namely, matersdurees, the making and enforcement of

rules, and communicative powers, such as ideasanés.

This production process has several steps, andoedthin a certain structure and agency
with two-way influences (see also Ball 1998; 2003)e steps in the production processes can
be conceptualized as transactions, that is, ex&sabegtween parties involving the promise of
action or value by one party in exchange for mogepds, services or other valued resources

or the promise of reciprocal action of economiotbrer value (Alexander, 2001a, p.775).

Although land development processes may changedbasethe specific, often national,
contexts, the initial and final stages in the pesieg of greenfield areas are similar (Van Dijk
et al.,, 2007, p.28). At the beginning, planningisieas and land usage functions are not
defined for the land, and development rights areyrb assessed. Mostly, the land is used as
open spaces or for agricultural purposes. At thalfstage, housing areas with service and
infrastructure areas (on-site and off-site) aredpoed. Intermediate stages may show a
change depending on the instruments used and tbe 0b the players within the cultural
context of the various counties, characteristit¢atireg to supply and demand that are shaped

within the economic context, and the basis on whhighprofits and costs are shared.

The land may be developed by a temporary landowndyy several different landowners
(Needham and Verhage,1998; Van Dijk et al.,2008mporary ownership may be: public,
e.g., the municipality purchases the land from ¢hmiginal owner, services it, and then
disposes of the serviced plots (Needham, 1992; f\W2001; Groetelaers and Korthals
Altes, 2004); a public—private joint venture compam which the risks of the project and the
management of the land are shared by the local odatthand private enterprise

(Verhage,2002b; Levainen and Korthals Altes, 2006) private land development company
may purchase the land, service it, and transfeptliic service areas to the municipality or
public body, and then transfer serviced plots totlaer agent (Verhage, 2002a,b; Ball,2003).
The development model by different landowners sedaon existing owners that play a role

in the process. The interaction between these @aanad the local authorities may proceed in



various ways, either by agreement or by the uspubfic powers, especially for acquiring,

preparing and developing the land, to assure puiikcests.

The land development process takes place withincdmext of a specific spatial planning
regime (Buitelaar, 2004) that influences the rightsperty owners have for developing land,
and sets the rules, such as, accounting for thees sifahe common costs that the individual
owners must bear, and the role the local authsntiay play in changing the plans and zoning
ordinances. In hierarchical planning systems higgnesl statutory plan decisions are legally
binding on local-level plans and all parties arégelul to obey these decisions. Local land-use
plans that are prepared according to top-level macisions show the end-state. The
development control is provided within the framekvarf the local plan. First, a plan is
prepared. Serviced urban plots are then producedgiement that plan. Building permits are
given to the serviced urban plots according todbeelopment rights specified in the local
plans. Flexibility in planning decisions is providdéy means of plan updating or plan

amendments, within the framework of top-down plagn

On the other hand, in the interactive policy nekyadhe top-level plans guide the local land-
use plans. The local planning process is a negdtiahe. The making and implementation
processes of the plan are combined. The differéaeps mutually influence each other
through the decision-making, and the realization aof urban development (Verhage,
2002b,p.7). A planning permit is an important tdol the implementation of a plan
(Verhage,2000a).

Alexander (2001a, 2001b; compare Healey, 1992)deasloped a generic model of the land
development process, which includes the followitagss: (1) land purchase and assembly;
(2) financing; (3) land preparation and developmé#} land disposition; (5) construction;

and (6) property transfer. According to Alexand2dla; 2001b), this description of the land
development process is a generic model, at a td@vabstraction that fits any society which

can be characterized as a market economy (TabBut)this also means that it needs to be
modified to reflect the specifics of a particulantext. These include: the particular forms of
governance and actual institutional framework afent land development and the property

market which, of course, varies widely from plage@lace (Alexander 2001a, p.758).

<<Table 1>>



Land acquisition or land assembly is seen as aesmguof transactions to buy land in an
imperfect land market (Adams et al., 2001). Landeasbly involves changes in land

ownership through the acquisition of the necessmmcels of land to cater for property

development and infrastructure provision (Louw, @0@Purchasing is usually used for land
assembly, though the local authorities may useunstnts such as: compulsory purchase,
pre-emption rights and land readjustment. The ratistrument allows the original property

owners to become entitled to property rights ongbeviced plots ( Turk, 2008; Turk, 2007,

Mufoz Gielen and Korthals Altes, 2007).

The land preparation and development may be riflall,(2003) as the land has to pass
through regulatory procedures and the site hasttengo any necessary works required to
enable individual building plots to be prepared,cihmay be expensivé serviced urban

plot for housing is a piece of land that is foridestial usage according to the formal plan
within an urban area. On-site and off-site sergimeas are provided within that area. On-site
services include: roads, drainage, gas, electriofyen areas, parks, etc., while off-site
services include arterial roads, sewerage platds,T&ée most important point at this stage is
how the on-site and off-site areas (service ancstfucture areas) will be procured and who
will carry out the development (construction worRjovision of on-site and off-site areas and
meeting their costs differs according to the legjalictures and land development models in

the various countries.

Financing involves a separate transaction thagbrother parties (which may be different in
different countries) into the process. Private fiicial institutions (banks, insurance
corporations, etc.), housing associations, laboions and financial institutions, and

governments may play a role (Alexander, 2001ahim process.

The land disposition stage involves the sale sdez a developed site to its final owners or
users who undertake the construction of site imgmments, buildings, plants, facilities and
on-site infrastructure. When the buyer, developet final user of an originally open or raw

site are identical, this stage is absent (Alexarzizdla).

Construction is one of the most complex stage$ienland development process. This stage

needs to use professional and contractor serviskkguilding construction projects have



some elements in common: design, financial and | legansiderations. The parties
traditionally supplying a construction project alesign professionals who provide specialist
advice concerning structural, electrical, mechdni@ad landscape details. The project
management team manages the detail of the projetcliaises between the client and the
construction team. Cost consultants prepare the @filquantities and cost plans. The main
contractor manages the work on site and subcontsasupply specialist skills. Suppliers
provide building materials and related componertscontractor usually undertakes to
organize, move and assemble the various inputpapeehe site before work commences, and

manages the process thereafter. Various subcomtsamintribute as the specific jobs require.

Property transfer is the final stage of the landetlgpment process. At this stage, the
buildings have been built on serviced land. Transfethe ownership of the improved real

estate is handled by sale or lease.

If the local authorities opt to take a more dirgotolvement in the process, they need to
acquire certain capacities (Korthals Altes, 200Q07). These can relate to accessing the
necessary knowledge and skills, such as: aboutamiimg with development companies, or
the accounting for development projects, to engagehe transactions outlined above
(Sagalyn, 2007), but it can also relate to obtgrfinance. Local authorities in France and the
Netherlands have, for example, access to cheays ldaough AAA-rated banks (Kortals
Altes, 2002). Local authorities in many Americaatss are legally bound by stringent credit
limits, and so have reacted by developing a practt financing through property tax
abatements (Sagalyn, 2007). As land developmemthias interaction between public and
private agents, the changing roles of the publenags, also involves capacity building of
private agents (Ball, 2003). This paper will therefanalyze the capacity building of different

agencies in relation to the supply of building plfir greenfield housing in Istanbul.

3. The Formal Planning System in Turkey and the Problemsin Housing Delivery

A hierarchical, statutory planning system is regiole for land-use planning and
development control in Turkeyrhe 1985 Reconstruction Law defined regional pland
local physical plans. According to this law, regabplans must identify the socio-economic
development trends, development potentials andictargets of the settlements. As of
2008, these plans have not yet been produced (E2609; Mengi and Kefe 2003; Turk and
Turk, 2006).



Top-level land-use plans, based on the buildingecand regulations, must compensate for
this deficiency. These plans each cover one or rpooginces which have administrative,
spatial and functional integrity. They aim to secuar balance between protection and use,
between urban and agrarian structures, betweernagerent and leaving sites in their natural
state, and cultural values, when determining lasel-decisions. Next to the top-level plan,
there is also the area master plan prepared foropwitan areas. This plan includes basic

land-use decisions in the metropolitan area anestmrent decisions at metropolitan scale.

The top-level land-use plan and metropolitan araater plan decisions are legally binding on
local-level plans, and all parties are obliged ey these decisions. For example, a mass
housing project cannot be developed in an areahwhas been allocated an agricultural
function in a top-level land-use plan, and thainptannot be amended. Top-level land-use
plan decisions or metropolitan area master plansigs can only be changed under
obligatory conditions and with “public interest” asons, a concept that is stringently
interpreted by the High Court (Geray,1997, p. 23Muyreover, there should be a balance
between public interest and private ownership sghtplan amendments. The process for

making any change is long and very difficult.

Within the group of local physical plans there Isoaa hierarchy between a higher local land-
use plan and a detailed local plan that must cantor it. The local land-use plan shows the
general land classes, land-use zones, populatimsitgef these zones, development direction
and size of the settlement areas and their priegiphd resolutions relating to transportation.
The detailed local physical plan shows building ckky their density and structural

arrangement (front, back and side yard distandés),height of the buildings, and roads
(pedestrian and vehicle section). In metropolitagas there are two levels of local authorities
(Toprak, 2006), i.e., the metropolitan municipalityat approves the local land-use plan, and
on a lower level district municipalities and fitge municipalities that approve detailed

local plans.

In their turn, the local physical plans are hien@zal to decisions in the land development

process, such as, the production of serviced gaarel the issuing of construction permits.



As Crozier (1964) has already analyzed, it is diffi to accommodate change in hierarchical
organizations that use conformance as a steerirtigosthdetween levels, this also applies to
planning systems. The ability to accommodate ché&mgea piecemeal basis’ (Crozier, p. 196)

may complicate the realization of legal developnpeténtial in a fast growing city like Istanbul.

To accommodate the development of mass housingegisojon a greenfield area in a
metropolitan area, a local physical plan decision this development must be taken and
submitted to the metropolitan municipal council &mproval. A new plan has to be prepared
if there is no local physical plan for the areaabhis to be developed. This can be in the form
of an addendum or partial plan which, however, noastform to the top-level plan or the
metropolitan area master zoning plan. In this cade,necessary to prepare a plan proposal
for a new local land-use plan (addendum or paglah). When this proposal has been
approved by the metropolitan municipal counciisinecessary to prepare the detailed local
plan proposal, which may be prepared by privateerprise (landowners, developers,
cooperatives, etc.) or public agencies (related iompality, public units). The prepared

proposal is then submitted for the district muratipouncil’s approval.

If a local physical plan exists, the process wdl different for the project development area.
Usually, local physical plans in new developmergasr are designed on the basis of an
ownership structure (generally scattered ownersHip)s assumed that the area will be
developed by its owners. Development rights aratikaly less dense in city center areas.
This is not suitable for large-scale housing dewelents. Plan amendment or plan updating is
necessary to fit the present local land-use plararge-scale housing development. The plan
amendment involves changing plan decisions aténegbscale. And plan update means more
extensive changes over a large part of the cignooverall plan. In Turkey plan amendments
are based on the same basic principles. Theseésare that: the changes must be based
on rational reasons, must be in the public intemagtmust not oppose the integrity of the plan
and its main decisions (Altin and Turk, 2005). Aarplamendment must be made in
accordance with the form defined in the Reconswactaw. Plan amendments and updates
must be submitted for approval by the council. Phecedures for adopting plan amendments

and updating the acceptance of offers are santeas for developing new plans.

In 1985 the authority to approve local physicalnglavas assigned to local administrations

(municipalities) from the central administratioMith this authority, municipalities started



plan changes at the beginning of 1990. Especiallgtanbul, the level of plan amendments
has been high. In Istanbul during the 1980s, 4@hgbs were made, during the 1990s there
were 450 changes, and since 2000 there have b&enh@hges, while in the last 3.5 years
there have been 3800 changes (CNN Turk, 21.07.2008)most cases, these changes
involved the increase of construction rights sushf@m service area function (parks,
carparks and playgrounds etc.) in plan decisiorresd@ence or trade function or increases in
the floor area coefficient (Altin and Turk, 200%je basic problem with a local detailed plan
amendment is that most of these changes have sonaale or suitable reasons according to
law. As a result, most of these plan amendmentdeanullified by the administrative courts.
From this point of view, the demand for increasiognstruction rights for large-scale
residences by private sector investors (landowngesglopers, cooperatives, etc.) or the

public sector mainly opposes the term public irdere

As indicated in the introduction, the Turkish plamn system cannot prevent urban areas
facing two problems: the deficiencies of the hogsatock and the high prices for formal

serviced plots.

The Turkish State Planning Organization (SPO) iai#id that there was a need for growth in
the housing stock (then 7,868,400 units in urbaas); but that only 6,221,915 permits for
the construction of dwellings were issued in theqae1990-2005. The number of dwelling
occupancy units was much lower (3,632,123 unitsabbse many construction permits were
given for illegal buildings under amnesty laws, dnelse were of insufficient quality to obtain
occupancy permits (Housing Special Expertise Re®002). The quality of the present
housing stock is not only a problem for formergké dwellings. Especially in big cities the
housing stock is aging, and the 1999 Marmara eaatke|has sadly shown that a large part of
the existing older housing is in a life-threateniogndition. According to estimates by
GYODER (Association of Turkish Real Estate Investm&€ompanies), Turkey needs
650,000-700,000 new units in order to meet theihguseeds created by population growth,
urbanization, replacement requirements and urbgeneration (Figure 1) (GYODER, 2006).
The deficiencies of the dwellings not only relabetheir quality, but are also related to the
quality of the built environment that the houses lacated in. In other words, the on-site and

off-site areas are also inadequate.



Prices of serviced urban plots with legal buildstigtus are high; the share of serviced urban
plot prices in housing production with the officiednstruction permits reaches 50% in the
legal market (Alkan, 1999). This is different frdhre illegal land market, where much lower
prices apply. It appears that the illegal land $y much more elastic to demand than the
supply of legal building land, which may be atttiéd to the hierarchical planning system in
Turkey. Another feature is that the property rigintshe illegal market are different (Healey,
1992). Property rights are mostly unclear in thegil market and there are important risks
with respect to future use. In practice, howeuee, itlegal land market is an important, and
more affordable, option for low- and middle-incorfamilies. A similar situation is also
observed for other countries with a dual land miarkech as in India where the share of the
serviced parcel production in dwelling productisnapproximately 40-50% (Karnad, 2008).
Higher share of serviced urban plot prices in hogigbiroduction are mostly prevalent in
metropolitan cities of developed countries (Glaesteal., 2005a,b). In more remote areas,
however, this ratio may not exceed 10% (EGEKOOR/L99

The overall scene for Turkey also applies to Ist&n®dnly 48% of the buildings have
construction permits, and only 19%, of the dwelingave occupancy permits. Many
dwellings are built and used without constructi@mmpits (GYODER, 2006). The location is
vulnerable to earthquakes, and many dwellings mallamse if the city is hit by one.
Additionally, the costs of serviced urban plotsistanbul are very highThe price of new
residences, on average 700 £im2002, increased to 1,900 €/in 2008. The imbalance in
the distribution of income in Turkey also leadsatovide variety in the price of residences.
The top-end residences in Istanbul cost 5,000-700F (Yetkin, 2005). Most of the
structures in the housing stock are directed togvanitidle- and upper-income groups. The
higher returns from residential property have dranrincreasing interest from both domestic
and foreign investors. Large international reaatestirms have entered the market to produce
residential property. Taking into account domestiestors and foreign investors’ demands

for eligible land, the pressure on urban land add for development is increasing.
Resolution of these two basic problems is closelgted to the greenfield development of

very fast growing cities like Istanbul and the sdpsent land development process as well as

the public—private capacity for land development.
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4. The Development of Public / private Sector Capacitied and Development

Small producers (one-man firms) yap satcidominated housing production up to the 1970s.
These small constructors started by entering intagrteement with the landowners, offering
30-50% of the apartment units intended for a sipli¢ to the owner in return for the land.
Such an agreement made it possible forye satcito commence work with a minimum
capital outlay, just enough to build the basement #he first-floor apartments. In order to
continue building the producer generally sold tlimst ffew flats once they have been
completed (Oncu, 1988; Baharoglu, 1996 ). Thusi diathe residences built in the period
from the 1950s to the mid-1980s were produced Iy shistem (Sayar and Suer, 2006).
Formal sources considered this “single plot—simgyldding” approach as the basis of the land
development process for housing. This approadrsbtipes the urban areas of the majority of
medium and small cities in Turkey (Turk, 2004; Akde 2001). However, the transformation
from small-scale (single plot-single building) inf@arge-scale dwelling production (single
plot—multiple buildings and units) which began e t1980s, increased in the 1990s and the
land development process in this transformation matsbeen sufficiently examined. The
process for producing large-scale dwelling projegtess housing areas), that has been
introduced following the Mass Housing Law (1984 &econstruction Law No. 3194 (1985,
still in effect), is different and more complex anidh many more players in comparison with

the traditional process. This difference was nffigantly considered in these legal sources.

After 1980, the supply of housing based on smaltipction yap-satstyle) ceased to be the
prevailing supply form and was superseded by “ntamssing cooperatives” that required
larger and better-arranged urban areas to devEbdgmansion by adding buildings to the city
one by one, has changed to expanding by the addifitarge blocks to the city, especially in
large cities (Turel, 1989Bince the beginning of the 1990s, middle—upperwppkr-income
groups have started to settle in self-sufficienedacommunities. This process has developed
in three ways: villas with a garden outside thg,@nd mass housing blocks either in the city
or mostly, in suburban areas. Most private devekpecus on these housing projects. They
prefer the suburban areas to develop these hopsijgcts which offer their residents a high
quality of life with social and environmental am@s included within the complex (Genis,
2007). Istanbul has become the focus for such im@&sts. As mentioned before, in these

types of projects, financing is procured by “pré&e8aand the company brand becomes
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important. Large developers, caring for their branthe market, instead of small developers,

have begun to play a role in the market.

Traditionally, the Turkish public sector has regeththe housing sector rather than investing
directly in it, and did not play an active role tine provision of serviced urban plots for
housing supply until the 1980s. Drastic changekénpolitical and economic situation of the
country provoked a change (Tturel, 1989; Baharot®96). TOKI was established apart from
the General Administration in 1984, and a Mass litwuBund provided it with resources for
housing development. These resources diminished 1893 onwards, and finally stopped in
2001. TOKI became dependent on the allocations sfeared from the budget
(www.toki.gov.tr). However, with the legal regularis in effect since 2000, TOKI's authority
has widened and so its resources have increaséid.awamendment (Law No. 4966; August
6, 2003) TOKI became authorized to make a proditfrprojects and developments in order
to provide resources for its activities. All thetids of the Land Office were delivered to
TOKI by Law No. 5273 on December 15, 2004, and T@®Ktame authorized to hold land
stocks, and it also received the right to exprdprand pre-empt the land belonging to private
owners for housing, education, industry, health aondrism investments and public
institutions. TOKI also became, with another ameedinauthorized to make local physical
plans for the areas where the property belongetiGKl in case the land was zoned as a
housing development or a mass housing area. Thevisnalso changed so that the relevant
Minister and Minister of Finance with the approwdlthe Prime Minister could authorize

TOKI to use publicly owned land (Treasury land)heitit charge to develop projects.

With all these changes, both regulatory and asotineer of the land, TOKI has become an
important player in the housing market by providfog around 5-10% of the total housing
need. Although these projects aim to provide sigtdibusing for the low-to-mid income

groups, in Istanbul TOKI mostly prefers to devefoass housing projects for middle-to-upper

income groups in order to raise finance for théieo social housing projects.

Although the possibility was provided for the mupalities to produce housing in terms of
the legal source (Law No. 5656 that was supplemgritaLaw No. 1580) since 1950, the
power had rarely been used by the municipalitizsgpt those in some large cities (Kgle

1990). However, at the beginning of the 1990s,i@¢ropolitan municipalities formed their

own companies to start housing developments. Aaogrtb Turkish Trade Law, municipal
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companies are private legal persons. Because iofstingctures, they work in accordance with
the market rules and they remain outside the pualidit field. These companies are
controlled by the Commerce and Trade Ministry. Exien of these duties by municipalities
through these companies is a type of internal sutbacting. Their decision-making bodies
consist of members of the municipal council and dleeision process is controlled by the
executive of the municipal administration. Howeviile company as a private legal person
has the role of competing and participating in tidding. Corporate foundations are present
in all metropolitan municipalities. 70% of the cehfprovince municipalities have at least one
company or they are a partner in a company. Theicipatities are also able to start a
corporation in order to supply housing (www.yer¢logm). KIPTAS, which belongs to the
Istanbul Metropolitan Municipality is a significamiodel for this. Since 1995, KIPTAS has
produced 25,877 housing units in Istanbul, 20,322vleich are on the European side of
Istanbul and 5,555 of which are on the Asian sidew.kiptas.com.tr).

The legal arrangements related to land-propertyeldgwment by local authorities lagged
behind practice. The laws of 2004 and 2005 (N0o4658393) and bylaw (No. 25951) gave
municipalities the right to start a corporation fdeveloping, buying land, making
expropriations, building houses (market and sobialses) on this land and developing
projects with banks, selling and leasing these gnogs within their borders. Municipalities
can make collective and mutual projects togethén whterprises, TOKI and other relevant

public bodies and enterprises for producing dwegdliand workplaces.

As a result of all these legal regulations, loadnaistrations (metropolitan municipalities,

municipalities) especially in large-scale housingduction, play both a regulatory and a
direct investor role. The roles of the municipaktias regulator are: producing serviced
parcels of land for dwellings (these are obligatduies), planning and approval, the right to
use the public intervention instruments (exproiatpurchasing, etc.). The roles of the local
administrations as direct investors are: implenmgntiousing projects directly through their

own companies, entering into projects for profid &stablishing various partnerships.

5. Land Development Processfor Housing on Greenfield Sitesin I stanbul: Some Cases

Four cases are now used to examine the institdtistnacture of the land development

process for large-scale housing projects in theergreld areas of Istanbul. Each case
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represents an example of land development: by nipality, central government unit (TOKI),

a public—private partnership (TOKI and a privateeleper), and a private developer within
temporary ownership (Figure 2). Another critericsed to determine the case studies is to
have at least 1000 dwellings and be important ptsjéor Istanbul in term of the recent
production of large-scale housing. Data in thisguapere collected from different sources.
Data related to the planning matters and land deweént were provided by the
municipalities and secondary sources. Informatiefated to land acquisition has been
provided by the Guven study (Guven, 2007). The vebof some of the participants and

secondary data were also used as sources.

When the studies started in terms of local phygitahning in the case areas, a metropolitan
area master plan dated 1980 was valid in IstartboNvever, our case areas are beyond the
boundaries of this plan. For this period, thereengo top-level plans to guide local physical
plans in the case areas. As a result, planningestudere carried out directly with local
physical plans, which was helpful in accommodatthgs development within the legal

system.

The first case study is the @asehir mass housing area’(§tage) of 3,004 dwellings built on

47 hectares located in the Kugikgekmece Municipéhitgure 3), and realized by KIPTAS, a

subsidiary of the Istanbul Metropolitan MunicipglitThe project started in 1995 and at
present, construction of thd Stage of the Baksehir mass housing area is underway. After
land sales, the Istanbul Metropolitan Municipakiarted local physical plan studies. Since
there was no local physical plan for the area, w loeal land-use plan and detailed local
physical plan were made and approved in 1992. Béisions were directly for the mass
housing project and there were more flexible camsiion rights for residential areas. For
instance, there were different floor area coeffitseand there were no height limits on the

buildings.

The second case study is the Halkall mass hoaséayof 11,410 dwellings (for the first three
stages) built on 895 hectares also located in tiglikcekmece Municipality and realized by
TOKI (Figure 4). The area was announced as a massirig project area in 1979. Two
Italian architecture offices prepared preliminariudées for the local land-use plan,
application plan drafts, and site plans and prelany drawings for the residences. A local

land-use plan proposal was submitted to the Istalletropolitan Municipality in 1987 and
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approved in 1988. A decision to extend the metstesy to the area provoked an amendment
of the local land-use plan, which was approved by Metropolitan Municipality on
22.04.1994, and a detailed local plan was apprared7.11.1992 by the Kigikgekmece
Municipality (Haksal, 1995).

The third case study is the Avrupa Houses Projedt, 268 dwellings on approximately 10
hectares of land in the Kugukcekmece Municipaliiggre 5), built within the scope of TOKI
source development applications, and completed@®%2The local physical plans and other
plans were approved on 22.04.1992 with a land-lae amendment by the Metropolitan
Municipality and a detailed local plan approved twe Kicgikcekmece Municipality on
17.11.1992 (Haksal, 1995). The project site wasrd@hed to be a “hospital area” in the plan
dated 1992. Act No. 5162 gave TOKI planning auttation on its own land. Using this
authorization TOKI prepared a partial plan thatuded the change in land use from being a
hospital to being partly residential. TOKI's plarasvapproved by the Istanbul Metropolitan
Municipality Council on 19.10.2004.

The fourth case is at Soyak Yegelir and consists of 2,905 dwellings on 32 hectardbe
Umraniye Municipality (Figure 6) realized by thevate sector (a developer), and completed
in 2004. During the acquisition of the area, theditons of the detailed local plan dated
01.03.1984 were valid. In this plan, developmegits for the project area were very low (at
maximum two-story residences). The developer hadooght any amendment to the plan to
increase the development rights, but waited fordéeelopment of the neighborhood of the
project area. Meanwhile, because of the developwiethte Atgehir residential area near the
project area and because it is close to the sebigidvay bridge across the Bosphorus, the
potential value of the area had increased. Forrgason, an update of the plans became a
necessity and the Municipality started update swidin 1994. Planning studies were
completed in 1998 and approved on 13.02.1998. Withnew plan, 54% of the project parcel
was assigned as a service and technical infragteuarea, 42% as a residential area (KAKS =
1.5) and 4% as a trading area (Guven, 2007).

There are important differences in planning deaisiand applications between the four cases.
In the first three cases, there were new local iphl/glans for the project areas. And during
this planning period, a different and more flexibfgproach was followed. This flexibility can

be seen in the development rights and plan amendnaeming the process. Another point
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affecting the planning decisions and applicatianthe effect of the special purpose planning.
As seen in the third case, TOKI has the authoatytervene directly in the planning process.
In the fourth case, the municipality changed tfenmue to the developments near the project

area.

5.1 Land Assembly

Fundamentally, land assembly in the Turkish langetieoment process can be realized in two
different ways. First, the state may intervene by@ public powers of land acquisition, like
expropriation or land readjustment, without thesat of the landowners. Second, a purchase

may be made within the framework of private lawnpiples and market mechanisms.

Compulsory purchase by the state is allowed ifpthielic interest so requires. The state may
use this instrument to provide service land for snasusing project areas that have been
determined by the authorities (Mass Housing Law R@85, Law No. 5273), to develop
planned residential areas in slum prevention reg{&um Law No. 775), to implement local
physical plans (Reconstruction Law No. 3194 andatsompanying clauses; Municipality
Law No. 5393) or to produce serviced land, housind a mass housing area in order to
properly provide urbanization and meet the housiegds of settlements (Metropolitan
Municipality Law No. 5216, Municipality Law No. 539 By-law No.25951). In order to

begin the process, the expropriation decision fisstbe formally approved.

Land readjustment is defined in the Reconstructiaw, and is applied to manage the
readjustment and development of built or unbuittaar to produce serviced urban lands at
forms and sizes which comply with the local phykjgans, and to provide land for on-site
and off-site service areas. The power to use tissument to implement local physical plans
is regardless of the landowners’ demands (Turk4200rk, 2005).

The method of acquisition in the case studies wiffn the first case area (fésehir Mass

Housing Project), cadastral studies had been cdetpia the 1950s. Most of the parcels in
this area were registered in the name of the Govenmh Treasury and the remainder was
owned by individuals. The Metropolitan Municipalisfarted land assembly studies for the
project area in the 1990s. Acquisition of the lavas performed by voluntary purchasing by
the Istanbul Metropolitan Municipality. Afterwardgroduction of serviced urban parcels and

the land readjustment method were applied to peogervice and infrastructure areas. The
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region which includes the second case study (HaMaks Housing Project) was announced
as a mass housing project area in 1979. Expropnigtudies were started. As a result of the
studies, most of the land was transferred to thedlL@ffice (a legal predecessor of TOKI).
The remaining real estate belonged to the Treaauody private persons. A more detailed
inspection was carried out for part of this reg(@uven, 2007, p.86,87). Land readjustment
was applied in the area in 1992 and the Mass Hgusdministration, the Treasury and the
Kuglukcekmece Municipality participated as partriershese serviced parcels with specific
shares as a result of this application. In theqoeti992-1995 TOKI then bought out the other
shareholders’ share. In the third case study (Aafdpuses), the land acquisition process was
similar to that used in the second case. In thettiocase the land was assembled by the
developer as a speculative investment, that isjnestor waited for the land to gain value

before development took place (Gluven, 2007).

When all four cases are examined, it can be sesrptiblic power was used mainly for land
acquisition in public initiative examples. In thest three cases, the land readjustment method
was utilized for land acquisition as well as forrghasing (at market prices) and
expropriation. In other words, a mix of public govate intervention instruments was used.

In the fourth case, the land assembly was totailliyizvthe market mechanism.

The Treasury has the right to make direct saleaunicipalities by an arranged protocol for
sale to TOKI for use for mass housing. The firste¢h studies involved this type of
transaction. TOKI has since been authorized to taler the lands owned by the Treasury
without charge with the agreement of the relevamidfer, and with the approval of the

Prime Minister (www.toki.gov.tr).

5.2. Land Disposition

In the first case land disposition was realized pmfter the land acquisition. The Istanbul
Metropolitan Municipality transferred the projedtesto KIPTAS by procurement. In the
second case, there was no land disposition staggibe the project was directly implemented
by TOKI. In the third case, after the land acquisition stdgedeveloper was chosen by the
“open bidding method” within the “Revenue SharimgReturn for Land Sale” framework.
Subsequent stages were realized by a developef,Qkit stayed in the process as a partner.
In the fourth case the entire project was realizgdhe one developer. There was no land

disposition (Table 2 a, b).
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5.3 Financing

Financing the land development process of mass iftpugrojects in Turkey is done
differently in public enterprise (TOKI, municipaljt and private enterprise projects
(developer, cooperatives, and individuals). Howgville state’s role is important for
financing. This role is mostly to provide long-tetoans that can be procured in two different
ways. First, loans can be procured for both thareal services stage and the construction
stage. The second way is for TOKI to procure lodos the building constructors
(cooperatives, natural and legal persons and npaiites in order to sell) for housing and
infrastructure construction. Utilizing these loassdependent on particular rules, and the
loans have to be repaid within 5-10 years. Alonthwhis, loan support by the state has
decreased significantly in recent years. It isaiarthat the most important reason for this is
that the “Mass Housing Fund” (which was previouslytside the general budget and first
included in the general budget in 1993) was totalyoked by Law No. 4684, dated
20.06.2001. When this fund had been revoked, TOKS®urces dropped significantly and it
became dependent on allocations transferred frarbtidget. TOKI then developed a new
model in order to evaluate the lands which it Helghrovide resources: the “revenue sharing
in return for land sale” scheme (www.toki.gov.W¥yith this model, the basic principle is to
gain profit by giving out the lands which are irded for sale by contract with a value above
the market price. Bids are made by the open biddweghod. Market conditions and the
proposals made by an applicant determine the pfitke work in these bids. The contractor
giving the highest share to the administration nsfgrred primarily in construction works
according to the revenue sharing in return for lackdeme. Percentage-based sharing which
implies the share ratio of the plus an income difféial that may arise from the sales in later
stages is also taken into consideration as paheoproposal. Contractors finance the projects
planned to be developed and the risks relatinglt&irads of transactions and construction
costs in all kinds of procurement of infrastructuservice areas, construction permit and title
deed stages. All taxes are met by the sale andetiagkcosts and the costs of producing the
buildings. However, there is a court case agaiti fevenue sharing in return for land sale”
scheme by-law related to TOKI’s practice in the i8ape Court. The Court decided on a stay
of execution until the case is resolved. The maason given for the judgment is that the
model does not comply with the legal bidding precgis” High Court, 26.10.2007, E. 2007/
6240).
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“Pre-selling” is an important resource for privatetrepreneurs (developers, small producers
(yap satc), etc.) wishing to finance mass housing projentsTurkey Housing developers
usually rely on the pre-sale method to financertpedjects. Under this method, developers
pre-sell the housing units at the beginning of phgiect and use the income to finance the
construction. This diminishes the need for extededt as well as the equity contribution to
projects and frees the developer’'s existing capdgalthe acquisition of more land. If the
developer already has the land, the level of poaiit be much higher. Since homebuyers take
on the developer’s risk under this method, the kiges’s credibility and brand name become

very important.

In the first case, while the land acquisition arffisite area development were covered by
public finance (municipality budget), the on-sitee@a development and construction stages
were covered by KIPTAS. In the second case, the &mguisition, land preparation (both off-
site and on-site area development) and construstames were covered by TOKI. In the third
case, land acquisition and off-site area developnveere covered by TOKI and land
preparation and construction stages were coverdtidoyleveloper. Here, private developers
used the “pre-selling” method to raise financetHa fourth case, the land acquisition, land
preparation (on-site development) and constructiages were also financed directly by the

developer (using “pre-selling”) (Table 2 a,b).

5.4. Land Preparation and Development

Acquisition of on-site and off-site (service andfrastructure areas) and afterwards
development (construction works) of service andaistfucture areas in land development in
Turkey have been separate processes. Three batiodreare used for the acquisition of

service and infrastructure areas.

The first is the land readjustment (LR) methodthi@ LR process, the percentage contribution
is calculated within the project area. The peragmtas found by dividing the total area
allocated for public use into the total areas otfalling into readjustment. This percentage
contribution is applied to each plot, and usedruvige public areas such as roads, squares,
parks, carparks and playgrounds in the LR arBas contribution was increased from 35% to
40% by the law dated December 3, 2003 (No. 5006¢. dreas for elementary and secondary
schools were included in the public use areas assalt of this modification. If the

contribution percentage within the project aredargier than 40%, the difference must be
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expropriated by the municipality in order to reddbe contribution percentage to 40%. The
new urban plots thus developed are distributetiedandowners according to the size of their
land at their rate of involvement going into thedpistment. The fundamental principle
behind the distribution is the allocation of urbplots to landowners from their original
locations and in the form of independent ownershgfar as is possible (Turk, 2007; Turk
and Turk, 2006).

The second is the voluntary method: the adaptaifocadastral parcels into detailed local
plans without any LR. Here, the aim is to transfancadastral plot into an urban plot by
means of subdivision, consolidation and contributfor public use areas. This practice is
only possible with the landowner’s consent . Ad pathe voluntary method, those areas left
for public services such as: roads, parks, parkplgygrounds, green areas, mosques or a
police department and schools in the plan of tldastal parcel are contributed for public use
in compliance with the stated purposes. As forghgs corresponding to those areas such as
hospitals, municipality service areas and otherlipuacilities, they form the related parts
separately while the remaining part is set as g@rarban plot in compliance with the
detailed local plan and regulations (Turk, 200B)cdse some parts that are separated are not
appropriate for building construction accordingltdailed local plans and regulations or if the
whole of the cadastral parcel is reserved for pubBrvices or public facility areas, this
cadastral parcel or land should wait for its reatiient or it will be expropriated. According
to the type used in practice, the voluntary metheplresents significant benefits for both
landowners and municipalities in providing servidadd. It reduces the municipal costs in
comparison to other methods and can be quicklyemphted. The municipalities do not pay
any value for on-site service areas. As the proces=arried out in accordance with the
demands of the people, the rate of litigation ig/yew. However, the voluntary method has
certain disadvantages. The percentage contribwifoeach plot to the lands allocated for
general services varies, this causes loss of incameng the landowners and leads to

injustice in the overall plan (Turk, 2004).

The third is the expropriation method which is ugedwvo different ways in Turkey. First, it

can be used directly to provide serviced urban lndevelop mass housing projects and
planned residential areas in slum prevention reggidimese projects are generally located in
newly developing urban areas or are outside mualidijpundaries. The second version is
used in the context of the LR process when it edee to implement the local physical plans.

The expropriation method is used in two ways wittlie LR process. The first one is the
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expropriation by the municipality of the differeniceorder to reduce the contribution to 40%
if it is above 40% within the LR process. The setanthe use of the expropriation method
for the supply of public facilities such as hoslsitaurseries, official facilities, etc. (known as
off-site service areas). The plots which are albiedaor public services such as hospitals,
nurseries, official facilities, etc. in the LR areathin the LR process are settled by giving
shares in proportion to the areas of all the oaljplots that fall into readjustment. These

areas are acquired through the expropriation meblydte relevant institutions (Turk, 2007).

For the acquisition of service and infrastructureas, the results from Turk’s (2004) survey
show that 85% of the municipalities studied use woduntary method as a means of
producing urban plots. The results of such prosesse entered in the official Registry of
Title once the municipality has given its approwaid the owners are then granted building

permits. Thus, most municipalities (61.3%) useuvblentary method as their first choice.

The development (construction process) of servitg technical areas like roads, squares,
parks, carparks and playgrounds which are acquinedising land readjustment or the
voluntary method are traditionally the respondipitif the municipalities. Municipalities meet
the costs of these tasks, especially for roads.essgye system and water facilities by
contributions taken from landowners within the feamork of Municipal Incomes Law No.
2464 as well as meeting the allocations that th&g from the general budget. According to
Article 23 of Reconstruction Law No. 3194, two cdimhs must first be satisfied in order to
grant construction permits in newly developing urlzeas. The first condition is that the
serviced urban parcel must be produced. The sesahdt the roads, sewerage and drinking
water networks must be constructed depending onstieme and the conditions of the
location. However, an exception is introduced ia ldw for the second condition by which a
construction permit can be granted if the landowaerepts paying 25% of the technical
infrastructure cost that falls on that share irhcasd then paying the remaining cost within
six months. On the other hand, development of ofmblic areas such as hospitals,
municipality service areas and administrative serareas that are acquireddxpropriation
under the scope of land readjustment is providedhleyauthorized official body and this
body’s budget.

The land preparation stages of the examples denabastifferences. In the first case study,

the land acquisition for services and infrastruetursed the LR method. While the

development of off-site areas was realized by sadiractors selected by the Istanbul
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Metropolitan Municipality, the development of onesareas was realized by sub-contractors
that had been chosen by KIPTAS. In the second thsdand acquisition was also provided
by the LR method. The development of off-site amdsite areas was realized by sub-
contractors that had been chosen by the TOKI pewoant process. In the third case, land
acquisition of service and infrastructure was gisavided by using the LR method. Off-site
areas were realized by sub-contractors that had bkesen by TOKI. On-site areas were
developed within the framework of a contract revesharing scheme in return for the sale of
the land to the developers. In the fourth case sbevice and infrastructure areas were
acquired by the voluntary method. Initially, th@dadeveloper did not want to cede 54% of
the parcels determined for the services and imfrestre in the detailed local plan. If a land
readjustment project that comprised the projeetwis implemented by the municipality, up
to 35% of the developer’s land would be taken ascthntribution without any payment. The
rest (19%) would have been expropriated by the oipality in order to reduce the
contribution to 35%. A solution was negotiated kesw the municipality and the developer.
The municipality added a plan note to their develept plans and it was decided that the
development right would be defined on 65% of theastral parcel. This meant that the right
to development was given to the landowner in refomthe remaining excess parcel. The
developer then transferred 54% of the land to th#ip without charge. After this acquisition,
the development of service and technical infrastmecareas was ensured by the municipality

but on-site area development was provided by theldper (Table 2 a, b).

5.5. Construction

In the first case study, the construction stage wadized by KIPTAS who awarded it to
various subcontractors. In the second case, thetruation stage of the project was awarded
to various subcontractors. In the third case, thetract was assigned by the open bidding
method. All works at the construction stage weléllied by the developer who worked with
various subcontractors. In the fourth case, allkeoelating to the construction were fulfilled

by the developer, who used various subcontractors.

5.6. Property Transfer

In the first case study, the property was transfeterough sale. However, primary
applications for the sales were accepted and td fisers were then determined by the
drawing of lots because of excess demand for tlopegsty units. Housing loans, under

defined conditions, were made available to the Ipasers.. In the second case, the property
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was sold by TOKI (housing loans were also madelabi®). In the third area, the price, date
and management for the sale of the housing unite @etermined by TOKI. In other words,

the developer required TOKI's consent for all trensactions. However, on the basis of this
agreement, the developer was responsible for smldsnarketing. In the fourth case study,
the sales were made after the permits had beenveecelhe land registration documents
were immediately delivered to the buyers, who haid jn advance to ensure their ownership.
The loans had repayment terms of 10 years. The diéleds to the housing units will be
delivered after the debt has been repaid in thie tf sale (Gliven, 2007) (Table 2 a,b).

6. Discussion

In these four cases, the original landowners wertside the land development process. In
other words, the traditional model of land develepiby different landowners has changed.
Along with this, the development of greenfield site large cities has started to transform
from small-scale (single plot—single building) whicame into sight in the 1980s and
increased in the 1990s to the large-scale (singke-pultiple buildings and units) production

of dwellings. Istanbul is an important example losttransformation process, which can be
clearly seen in the case studies. Land developnpeotesses in large-scale housing

development are complex and involve many players.

In accordance with these four cases, when lookinmaaning decisions and action, it can be
seen that a more flexible approach to developmights and plan amendments during the
process was followed for the first three cases.tAeoimportant point affecting the planning
decisions and applications is the effect of thehauity of special purpose planning.
Additionally, when looking at the land developmenbcess, it is seen that none of the
acquisition methods was used alone. Both in teringublic and private law, there are
methods that have to be used together. The situédiced in practice is that the acquisition
method based on public law was used mostly atelgnhing of the process. Once urban land
that is suitable for development has been aquirexthods based on private law are usually
used.

When our findings are evaluated in terms of the/gus, important changes are seen in their

roles. The traditional role of the government ispromote and regulate the development
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process by using laws, levying taxes, administeragglations, giving subsidies, building and
maintaining infrastructures and providing servi¢dan and Wang, 2003)n the traditional
role, the public sector acts as the “provider” aferdinated, stable framework for making
investment decisions, as well as providing servidadd and development (Healey,
1997,p.11). The first three cases indicate that T@kd the municipalities have invested in
large-scale housing projects. At the same timer, thgulatory roles have been empowered by
various legal instruments. For example, at the roegg of two cases, neither TOKI nor
municipalities had any direct expropriation authotb acquire land for large-scale housing
projects. Additionally, at the beginning of the @ed case TOKI had no special planning
authority. Besides these subsequent regulatoryati#ls, the other important change in their
roles is that TOKI and the municipalities have esdeinto specific contractual partnerships
with private sector developers and have built uptjeenture relationships in the land
development process for large-scale housing pmjeldtiey have also entered into profit-

making projects.

7. Conclusions

In Turkey, both the central government unit (TOKInd the local units (municipalities)
started to take an active role in the productionsefviced parcels of urban land and of
housing in the 1990s, but in the first decade ef2if* century their roles were considerably
strengthened, so that, in cooperation with thegbe\sector, they are now major players in the
Turkish housing market.

TOKI and the municipalities can make decisions mvestments related to the residences,
location, preparation of plans relating to the ecbjand income groups that the project is
aimed at. Taking into account all the other playemsall producers, developers, cooperatives,
private entrepreneurs, etc.) in the housing mar&gtnning in the 1980s, it is obvious that the
public (both TOKI and the municipalities) now haae important advantage. TOKI and the
municipalities are able to use direct public in&rion instruments, apart from private law
instruments, especially in the acquisition of ldodmass housing, the production of serviced
urban parcels, and housing production. In additiothese, TOKI and the municipalities have
a voice about the development rights given to thea ébecause they are the planning
authorities. These advantages are essential fordéwelopment of large-scale housing
projects. For example, one of the most importactiofs in the development of these projects
is the availability of large, problem-free parcefdand. In Turkey, lands in cities and on the

periphery mostly have a scattered ownership strecihat type of structure can be resolved
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with the use of public intervention instruments gepriation, readjustment, pre-emption
rights, etc.). Again, TOKI and the municipalitiemcpurchase land from the Treasury in order
to produce dwellings. Even so, with the legal ragahs made, TOKI has been authorized to
take over the lands owned by the Treasury withdwatrge, with the consent of the relevant
Minister, and with the approval of the Prime MieistThis situation resolves the problem of
land acquisition, which is the most important elaima large-scale housing development. In
this situation, the latest changes provide sigaiftcprivileges to the public in serviced land
production and the housing development processth&lbe advantages are seen in the case

studies.

Another important point in the cases studied i$ the building development process is either
realized directly by the private sector or withire tprinciples of private law by public—private
partnerships. It can be said that the public aitthdf OKI or the municipalities) provides
housing production with private sector understagdiim other words, profiting from the
project is the main point. For example, TOKI's rnemwe sharing scheme in return for the land
sale with the private developers is shaped whallyhle profit motive.

The main point is how the structure formed by these changes will respond to two basic
problems in Turkey and its biggest city, Istantad,stated at the beginning of this paper. It
can be said that, with these changes, the produdtiothe sense of number has been
improved. However, two main problems remain. Fitis¢, housing supply is still insufficient
for low-income groups. The residences producedsianbul by TOKI, the municipalities,
developers, cooperatives, and small producers weaded for middle- and upper-income
groups. But 52% of the 3,136,931 houses in Istadbuhot have construction permits. This
majority has little chance to benefit from this nbausing. A newly enacted mortgage law is
far from ensuring this. Secondly, prices are &iijih. Indeed, the “revenue sharing in turn for
the land sale” model applied by TOKI can encounagee rises. However, price rises can be
prevented in a housing market in which the puldieffective. The resolution of these two
basic problems depends on the policies that theligouduthority (TOKI and the
municipalities) will apply. First, TOKI and the migipalities must make decisions on
investments related to residence, choice of prgyate, preparation of plans relating to the
project and income group that the project aimsa®a whole and coordinate with each other.
This makes it easier to intervene on prices. TH#ipauthority must also make the supply of

accomodation for low-income groups a priority itargul.
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