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ABSTRACT

REINVESTMENT DECISIONS AND REHABILITATION IN HOUSING

OZDEMIR, Ozgiil Burcu
M.S. Department of City and Regional Planning
Supervisor: Asst. Prof. Dr. Adnan Barlas
Co-Supervisor: Prof. Dr. Murat Balamir

January 2003, 122 pages

Despite the extensive discussions in the world literature, rehabilitation and
reinvestment issues are seldom in the agenda in Turkey. A strong excuse could
capitalize on the fact that the stock is relatively new. Approximately 77 per cent
of the standing buildings have been constructed after 1970s. However, total
volume of reinvestments in this stock is estimated to be 24.7 trillion TL in 1994
values, which is equal to the construction of approximately 38 000 new dwelling
units in 1994. Yet the stock is of low quality as the recent earthquakes have
proved. Therefore, reinvestment and rehabilitation policies are current
necessities of Turkey if only because earthquake vuinerabilities make it
imperative and at the same time provide opportunities to design and implement
reinvestment and rehabilitation policies.

In most market economies, households are the main decision makers for
reinvestments rather than some external authority. This study intends to identify
the factors underlying households’ reinvestment decisions so as to evaluate



policy options. 1994 ‘Household Income and Consumption Expenditures Survey’
by State Institute of Stafistics is used for the purposes. Two groups of
characteristics as ‘household characteristics’ and ‘characteristics of dwelling and
neighbourhood’ are examined. Findings reveal that household income,
ownership status, household size, age of the building, and neighbourhood
characteristics strongly affect households’ reinvestment decisions. Moreover,
low-income households, rental stock, over-occupied stock, aged stock and
declining neighbourhoods may suffer from disinvestments. Disinvestments may
result in inefficient resource use, poor housing conditions for households, and
creation of problem areas in terms of health, safety and aesthetics.

Thus, reinvestment and rehabilitation issues demand policy solutions to facilitate
reinvestments in housing and could involve construction material aid, technical
advisory, aids in organization of rehabilitation work and the encouragement of
firms, which could specialize in rehabilitation and maintenance work.

Keywords: Housing, Repairs and Maintenance, Reinvestment Decisions,
Rehabilitation Policy
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KONUTA YENIDEN YATIRIM KARARI VE YENILEME

OZDEMIR, Ozgiil Burcu
Yiiksek Lisans, Sehir ve Bolge Planlama Bélimi
Tez Yéneticisi: Yrd. Dog. Dr. Adnan Barlas
Ortak Tez Yoneticisi: Prof. Dr. Muraf Balamir

Ocak 2003, 122 sayfa

Konut dayanikii bir maldir, yine de bu dayanikli mal icin belirli bir ekonomik
émirden bahsetmek gerekir. Konutun ekonomik &mri; bakim, onarm ve
iyilegtirmeler i¢in yapilacak yatinmliarla uzatilabilir. Diinya literatiiriinde yeniden
yatinm ve iyilestirme tartismalarinin gegmisi oldukga eski oldugu halde,
titkkemizde bu konuya 6nem veriimemistir. Bunun nedeni stogun gérece yeni
olmasi sayilabilir, mevcut binalarin % 77’si 1970 sonrasinda yapilmigtir. Buna
ragmen, bu stokta 1994 degerleriyle toplam yatirm hacmi 24,7 trilyon TL
civarindadir. Ayrica, yakin zamanda yaganan depremler stokun disiik kalitede
retilmis oldugunu da kanmitlamistir. Bu nedenlerle konuta yeniden yatinm ve
ivilestirme politikalan Tirkiye'nin glincel gereksinmeleri arasindadir. Bununia
birlikte, kentlerimizde deprem tehlikesinin varligi, bu politikalarin tasarlanmasi
ve uygulanmasi igin yeterli bir gerekge yaratmaktadir.

Konut stounun bakimindan sorumlu olan temel aktér, bu stogun kullanicisi
olan hanehalklandir. Konuta yeniden yatinm ve iyilestime  amaciyla
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hanehalklannin yeniden yatirmlanini etkileyen faktérierin incelenmesi, politika
seceneklerini dederlendirmek olanagi saglar. Bu amagla DIE 1994 ‘Hanehalk
Gelir ve Tiketim Harcamalan Anket’ kullanimistir. Hanehalklarinin konuta
yeniden yatinmlanin etkileyen faktérerin ‘hanehalki &zellikler’ ve ‘stok ve
mahalle &zellikler’ olmak {izere iki ana bashk altinda incelenmesi anlamh
gorulmektedir. Analiz sonuglarn bazi hanehalklarinin konuta yeniden yatinm
yapmalarinda sorunlar oldugunu ortaya koymustur. Bu hanehalkian cogunlukla
diuglik gelir seviyeli, kiraci, stogun yogun kullanilan, eski bdliminde ve
gelismemis alanlarda oturan hanehalklandir.

Konut stogunda yeniden yatinm ve iyilestirme konularinda politikalar uretilirken,
Ozellikle yeniden yatinm konusunda problemli olan hanehalklan géz oniinde
bulundurulmali ve bu gruplar igin ézel politikalar gelistiriimelidir. Bu politikalarin
daha ¢ok hanehalklarinin konuta yeniden yatinmiarimi kolaylastirma amaci
tagiyan; malzeme yardimi, islerin Hh tarafindan ‘yﬁr.utiilebileceﬁi durumlar igin
teknik bilgi yardim, iglerin organize ediimesinde yardim ve tamir-bakim igleriyle
ugrasacak firmalarin tesvik edilmesi konularinda olmasi beklenmektedir.

Anahtar Kelimeler: Konut, Bakim ve Onanm, Yeniden Yatinm Karar,
Rehabilitasyon Politikalari
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CHAPTER 1

INTRODUCTION

1.1. Necessity of Reinvestment and Rehabilitation in Housing

Housing areas are developed under distinct social, economic, political and
technological circumstances. Location, technology, materials, and design
_conceptions of buildings are results of the circumstances of their time of
construction. In time, however, social and economic patterns of cities are
subject to change, necessitating reinvestments. This necessity may emerge
both from the physical and social obsolescence in buildings and also
depreciation of a neighbourhood (Keles, 19876; 2002). Furthermore, progress in
construction technology and availability of various construction materials create
a demand for adaptation and improvement of urban areas.

Buildings, and housing stock in particular, go . through different states of
existence during their life period. As Nutt et al. (1976) denote, between the
decisions to construct and destruct, building stock undergoes ‘states of
occupancy and vacancy’ and ‘episodes of use’ identified as modification,
maintenance, adaptation and extension. The final stage in the life history of
buildings is removal by demolition. In other words, between the decisions of
construction and destruction, housing stock experience the process of
reinvestments and/or disinvestments. Figure 1.1 summarizes the life history of
housing stock and decisions taken in different stages of life due to changing
conditions.
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Housing stock constitutes a major national economic resource for many
countries. In case of declining asset values and housing losses from the stock,
not only the overall economy but also individual households (Hhs) who reside in
this stock are impaired. Housing is a durable consumption good, yet it has an
economic life that nevertheless terminates. The physical state of housing, at any
point in time, is dependent on the original standards of construction, wear and
tear resulting from the age of the building and Hhs’ use; and availability of
adequate maintenance and rehabilitation. However, physical state is not the
only factor that determines the economic life of housing. In addition, economic
and environmental changes in the neighbourhood and shifts in demand and
preferences of Hhs impinge on the economic life of the stock.

Reinvesting in housing for repairs and rehabilitation, promises a number of
benefits for both individual Hhs and the society at large. First of all, useful life of
housing can be extended. Investments in regular maintenance and repairs could
delay at least deterioration and physical obsolescence. Secondly, reinvestments
in the existing housing stock create opportunities to improve the standards and
to preserve the asset value of housing. Thus, Hhs can live in higher quality
housing and a more effective use of nation’s resources could be achieved.
Moreover, preservation of asset values will help avoid the creation of problem
areas in terms of health, safety and aesthetics. Finally, reinvesting in existing
housing is a way of social and physical adjustment for Hhs. Changes in lifecycle
and in preferences of Hhs could be met by reinvestments and rehabilitation in
housing.

1.2. Reinvestment and Rehabilitation Policies as Current Necessities of
Turkey

Rehabilitation and renewal issues are common phenomena for almost all
countries. Attempts to renew urban areas in developed countries mainly aim
slum clearance, revitalization of central city and increasing the tax base of local
authorities in city centres (Keles, 1976; 2002). Despite extensive discussion in
the world literature, reinvestment issues are seldom discussed in the Turkish
case. However, reinvestment and rehabilitation policies are current necessities
of Turkey and the issue is specifically relevant for the Turkish case. As Balamir



(2002) states, settlement patterns and trends adopted in Turkey for more than
half a century necessitate rehabilitation actions in every scale. Accordingly,
determination of urban rehabilitation policy, provision of appropriate legislative
arrangements, development of implementation tools and creation of funds,
definition of organizational models and of processes to bring together the
stakeholders are issues of priority for coming decades.

The necessity of urban rehabilitation policies in Turkey can be grouped under
three main categories of justifications. The first involves the production process
of the urban housing stock itself. In 1950s, rapid population increase has been
the major determinant of the formation of the urban housing stock in Turkey. On
one hand, migration to cities gave way to squatter houses, which were usually
located on the outskirts of the city. On the other hand, inadequate supply of
urban sites led to an increase in land values, which as a result, introduced the
construction of multi-dwelling buildings on the same lot. As Balamir (1969, 1975,
1996) claims, due to the inadequacy of public resources for infrastructure,
supply of urban building plots were constrained, leading to high land values,
thus resulting in the construction of high-densities and in multi-unit physical
structures on jointly-owned land. In a short span of time, the process began to
dominate the housing markets and most of the existing housing stock of that
period was demolished in order to rebuild at higher densities, irrespective of the
age of the stock. From the 1950s on, Turkey had displayed an extraordinary

performance in urbanization, construction and housing production (Balamir,

1975; 1982; 2002) (Graph 1.1).

This performance was realized despite the inadequate capital accumulation and
investments in infrastructures and the low average income levels per capita
(Balamir, 1982; 2002). However, throughout this period, the public sector was
not willful in its duties of guidance and technical supervision. The authorities
preferred to deal with legalization of irregularly formed housing stock.

Furthermore, housing environments created during this period were particularly
in poor quality due to the ways and conditions in which such development took
place. The underpinning force of urban growth and housing production in Turkey
was the apartment stock, which was usually produced by small developers

4



lacking the technical supervision of a public or private body (Balamir, 2002).
Housing environments created, are therefore highly substandard and
inadequate in terms of urban services and investments, therefore creating risk
pools in urban areas. To Tekeli (1995), housing production by small developers
(yap-sat) continuously forces an increase in development rights and leads to the
demolishing and redevelopment of many housing stock without the exploitation
of economic life, resulting in the creation of highly dense, high-cost but poor
quality environments.
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Graph 1.1 Housing Production in Urban Areas: 1955-2000
(Source: Derived from SIS, Construction Statistics, 2000)

A second justification to develop urban rehabilitation policies in Turkey is based
on the state of existing housing stock and recent demographic trends. Despite
the arguments of ‘housing shortage’, in urban areas, total number of dwelling
units exceeds the number of urban Hhs (Balamir, 2002). Graph 1.2 displays the

relative growth of urban Hhs and dwelling units in Turkey between the years
1955 and 2000.



In the graph, urban dwelling units covers only the authorized part of the housing
stock, whereas number of urban Hhs contains population accommodated both
in the authorized and unauthorized stock. This implies that an excessive portion
of the housing stock is much more than that displayed in the graph. Moreover,
Turkey is now facing a decline in the population growth rate and rate of
urbanisation. Housing policies have to be restructured to encourage
rehabilitation, rather than the production of new dwelling units. Furthermore,
problem of housing must be perceived not only as quantities in production, but
the achievement of quality, higher standards and safety. Also, rehabilitation of
the existing housing stock can be considered as an alternative mechanism of
housing production.
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Graph 1.2 Number of Urban Hhs and Dwelling Units: 1955-2000
(Source: Balamir 2002)

Third, the necessity of urban rehabilitation policies in Turkey emerges in areas
where collective approach options to redevelopment have to take place. Balamir
(2002) states that, extensive public investments for infrastructure, transportation
and public services are unavoidable and demand and requirements for these



types of investments are excessively in the increase in urban areas. Physical
interventions for the realization of these investments and local economies of
these projects necessitate change in use, increase in density and planned
renewal and rehabilitation actions to be carried.

Moreover, according to Balamir (2002), urban housing stock and environment,
most of which lack adequate supervision, forms a large risk pool comprising
environmental pollution, fire, natural hazards, and vulnerabilities for sabotage
and terrorism. He states that this concentration of risks requires development of
special approaches and new policies in urban areas. Furthermore, the recent
realization that earthquake vulnerabilities exist in most of the urban settlements
in Turkey attracted greater attention in reinvestment and rehabilitation issues. It
is considered that comprehensive reinvestments have particular roles to play in
efforts of maintaining safety in existing housing stock. Rehabilitating the existing
housing stock to reduce seismic risks requires a distinct know-how and
expertise in building and urban design. Thus, reinvestment and rehabilitation
policies have to cover both the issue of improving standards in living
environment, and strengthening the housing stock to reduce seismic risks.
Therefore, a comprehensive policy of rehabilitation and reinvestment and a
frémework for coordinated rehabilitation and renewal in urban housing
environments is a current necessity in Turkey. Thus, it is mainly an issue of
urban planning. However, urban planning legislation in Turkey lacks the tools
and mechanisms necessary for the purpose.

The primary concern of planning has conventionally been issues of new
development in Turkey rather than rehabilitation and upgrading of the existing
housing environments. No specific policy exists to prevent the declining asset
values of existing housing, and possible losses from the stock in addition to the
totally ignored legal framework for some form of planned rehabilitation and
renewal. Existing laws, on the other hand, often hinder reinvestments and
rehabilitation rather than regulate, let alone encourage them. According to Flat
Ownership Law (1965), Hhs are responsible for the maintenance of the housing
stock. Yet, there are no mechanisms to supervise Hhs and facilitate or even
force their investments in order to preserve the asset value of the housing stock
and prevent losses from the stock.



It is within the scope of this study to identify the necessary tools and
improvements in legislation for the purposes of urban rehabilitation and renewal.

1.3. Households as Decision-makers of Reinvestments

In most economies, reinvestment decisions are made by independent Hhs as
main decision-makers rather than some external authority. Yet, housing is a
more durable commodity than Hhs life-stage periods, and discrepancies
between the two frequently give rise to the need for rehabilitation, even if Hhs
were totally free to change residence and location. There are a number of
factors that affect Hhs reinvestment behaviour in housing for maintenance and
upgrading. Income and cost constraints, the perception of the existing
conditions in environment and their prospects, and physical qualifications of the
dwelling unit are among these factors. The purpose of this study is to identify
these factors that underie Hhs' reinvestment decisions for repairs and
rehabilitation in Turkey, in order to evaluate policy options.

In theory, any reinvestment decision may come out as a result of changes in
Hhs characteristics, may directly relate to the characteristics of the dwelling and
neighbourhood, or, alternatively, may be the outcome of technological
developments like new materials and market conditions. Also existing monetary
and development policies could have effects on reinvestment decisions. In
some cases Hhs may prefer to move to a new house rather than to stay and
reinvest in the existing dwelling unit. If Hhs’ decision is neither to move nor to
improve then disinvestments are unavoidable. Disinvestments result in the
continuous deterioration of the unit itself and declining asset values. Exposing
the conditions that give rise to types of investments and disinvestments and the
subgroup of Hhs that are likely to avoid repair work are instrumental in
developing policy proposals.

At this point, it becomes evident that it is essential not only to identify the factors
affecting reinvestment decisions but also to understand the process of
reinvestment in housing as a whole. Thus, economic function and life of
housing, type and scale of investments need to be examined. In addition,
consequences of reinvestment and disinvestment decisions will be reviewed.
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This could find a more general context within ‘rent-gap’ and ‘gentrification’
arguments. In the Turkish case, current laws and regulations have to be
evaluated as a basis of new policy proposals.

Mobility debates can also be seen as part of the reinvestment and rehabilitation
discussions. Hhs are faced with decisions to move or stay at different stages of
their lifecycles. Figure 1.2 displays subgroups of Hhs categorized according to
their decision to move or stay and reinvest or disinvest as well as reasons of
mobility.
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Figure 1.2 Categorization of Hhs according to their decisions of ‘move or stay’
and ‘reinvest or disinvest’

Main emphasis of this study is on the reinvestments aiming to remove the
effects of aging of the housing stock. Reinvestments done by the new mover
Hhs, however, are usually known as ‘adjustment investments’. Studying with a
sample of non-mover Hhs may be more reasonable. It is also true that mobility
debates are extensive and may form an independent topic of study, thus



decision to move and mobility issues are peripheral to this study.

1.4. Method of Research of Reinvestment Decisions

First, formation of the urban housing stock and problems of the current system
in Turkey is going to be examined. Existing policies of reinvestment and
rehabilitation issues will then be taken into consideration. In this respect, current
laws and regulations will be reviewed.

Second, theoretical discussions in the world literature on reinvestment and
rehabilitation issues will be surveyed to clarify the universally significant aspects
of housing processes.

Although, reinvestment and rehabilitation policies are current necessities of
Turkey for more than one reason, developing policy proposals emerge as an
urgent task due to the existence of earthquake vulnerabilities in Turkish cities.
This, in fact, creates opportunities to develop and implement such policies and
to supervise reinvestments in housing. Since Hhs are the main decision makers
of reinvestments rather than some external authority, it is essential to
understand their reinvestment behaviour and the existing potential for
reinvestments to develop policy proposals.

Analysis of the factors that affect Hhs’ reinvestment decisions in Turkey will be
.examined, based on the 1994 ‘Hh Income and Consumption Expenditures
Survey' of the State Institute of Statistics. The census data on building and
construction statistics will act as complementary databases. Descriptive
statistics, frequency tables, contingency tables and correlations will be the basic
tools for this analysis.

‘Hh Income and Consumption Expenditures’ has a number of variables that are
useful for this analysis. First and the most important variable is ‘repairs and
maintenance expenditures’ to represent reinvestments realised. Variables such
as income, Hh size, ownership status of dwelling, age of Hh head etc. are
available in relation to ‘Hh characteristics’. For the ‘dwelling characteristics’, age
of building, floor area of dwélling, type of dwelling occupied etc. can be used.
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However, the survey is not without its limitations. Information on materials used
for repairs and the scale of repair work is inadequate.

Two sets of characteristics will form the basis of the analysis. The first part of
the analysis is devoted to the ‘Hhs characteristics’ and their influence on
reinvestment decisions, whereas the second part focuses on ‘dwelling and
neighborhood characteristics’ and their effects on reinvestment decisions. In the
light of the results derived from analysis, policy options are to be evaluated.
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CHAPTER 2

URBAN HOUSING STOCK IN TURKEY

2.1. Formation of the Urban Housing Stock

21.1. Growth and Change in Turkish Cities and Emergence of New
Property Relations .

For a deeper understanding of the current situation of the existing housing stock
and the framework for urban rehabilitation policies, it is essential to examine
evolution of the urban housing stock briefly. Rapid population increase has been
the major determinant of the formation of the urban housing stock, in 1950s.
Two main processes can be considered as the driving forces of growth and
change in Turkish cities: construction of squatter houses and of multiple
dwellings on the same lot.

According to Akgura (1982), there was no or little available housing stock in
urban areas, which could filter down to the migrants from rural areas. Therefore,
they had to produce their own housing, and this was the driving force of squatter
housing production. Moreover, low levels of capital accumulation and production
were reflected in the scarcity of urban land and high levels of prices. Access to
urban land was impossible for migrants. This led to the invasion of public land or
occupation of agricultural land, for example, by means of ‘shared title’.
According to Akcura (1982), due to these trends determined by urban land
prices and the integration problem resulting from economic, social and cultural
reasons, squatter areas emerged and stood separately from existing urban
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settlements. However, economic activities and social relations created
interaction between these marginal groups and the urban population.

According to Tekeli (1995) occupants of squatter housing were migrants, who
had no regular jobs, facing fluctuations in their low-income levels. Having no
access to legitimate ways of housing production, they located their squatter
housing near the labour market of the cities on the areas of difficult terrain. Land
was usually publicly owned, and houses could be easily reproduced several
times when demolished. Housing production by small developers (yapsateilik)
as a second process developed to meet demand. The response in terms of
producing plans and land was slow within the context of rapid urbanization in
Turkey. Moreover, lack of rational urban land policy to control the value
increases on land by means of taxation resulted in higher ratios of absolute
rents. Thus, it was economically impossible for middle classes to build a single
house on a single lot. Therefore, many middle income Hhs collectively built
housing in forms of apartments consisting of many dwelling units. Such a
process was possiblé by both housing cooperatives and small developers.

Balamir (1975) shows that squatter housing is not the sole agent of rapid growth
of Turkish cities. Both the formation of squatters and ownership fragmentation in
buildings are self-generated processes in the free market. Ownership
fragmentation in buildings accelerated the development and redevelopment
activities in cities resulting in the high rates of urbanisation. Contribution of
ownership fragmentation to the rate of urbanisation has not been less than the
formation of squatters. These two processes are complementary in more than
one way.

Squatter development has attracted attention since the beginning of the process
and there are many studies in literature related to squatter housing. However,
flat ownership and its problems are neglected although it is a significant housing
supply mechanism in rapid urbanisation of Turkish cities (Balamir, 1975).

According to Balamir (1982, 1996) attempts to explain the transformation of
Turkish cities solely by means of demographic changes such as migration and
population growth or “rural push and urban pull” or “modes of supply” would be
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an over-simplification of the issue. Physical changes that can be observed are
not only results of demographic, but also economic, institutional and cultural
aspects of social dynamics.

According to Balamir (1969, 1975, 1996) increasing urban populations led to
increasing housing and public building needs and triggered intensified activities
in the construction sector. However, supply of urban sites was constrained, and
there were scarcity of sufficiently large capital resources to undertake
independent construction work under high land values. Moreover, administrative
intervention in the market was insufficient as well. In such an environment, a
number of innovative methods in the free market emerged to meet a satisfactory
level of production. In late 1940s and early 1950s, informal or semi-formal
arrangements evolved between households, landowners, developers and other
intermediaries. It did not take more than 10-15 years for these processes to
become predominant in the country. Balamir (1 969,\ 1975, 1982, 1996, 2002)
emphasized that as a result of this process, urban housing stock expanded
enormously. It is significant that such a performance was materialized despite
the low rates of capital accumulation and investment capacities and also without
public guidance. The driving force of this high level of economic performance
was the evolution of new forms of property relations, which remove the
constraints of resource scarcities on development.

Balamir (1996) identifies three forms of property relations as ‘appropriation’,
‘apportionment’ and ‘appurtenance’. First process is the direct ‘appropriation’ of
public or private land for squatter housing. It is an entirely illegal form, yet most
of which have been legalized by several amnesty laws. Constructing squatter
housing did not necessitate high levels of initial investments, and it was the
easiest way of meeting the immediate demand of migrants from rural regions.
Moreover, in time with the “laws to condone unauthorised forms of
development’ it became a widespread way of accessing to legitimate ownership
of urban property. Squatter settlements emerged mostly in larger cities, at less
favourable locations for regular construction or on the outskirts of the cities, out
of the formal development boundaries.
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Second process is the ‘apportionment’, which took place usually on agricultural
land outside the boundaries of development areas. According to the
development regulations, subdivisioning of land smaller than a specific size was
prohibited. The aim of such a constraint was to control spread and to preserve
agricultural activities. However, in the ‘appropriation’ process individuals divided
and shared land through informal agreements to carry out development and
independent dwellings. Appropriation of land in this process is legal, yet
construction activities that took place are unauthorized. Balamir (1996) claims
that the process of ‘apportionment’ is a more organized action in comparison to
the process of direct ‘appropriation’.

Third is the process of ‘appurtenance’, which had the major contribution to the
physical transformation of Turkish cities. Inadequate public resources for
infrastructure constrained the supply of urban building plots, leading to high land
values, this resulted in the collaboration of individuals in construction of high-
density multi-unit physical structures on jointly-owned land. In this process small
savings and capital brought together and formed .an investment capacity that
can initiate development activities. Thus, landowners, developers and investor
Hhs have significant roles in this process. Developers have a role of initiating
cooperation. They sell the “independently usable parts” of the building even
before construction is completed; so they don’t need large-scale capital.
Landowner's and Hhs’ participation in this process results in their access to
flats.

‘Flat ownership’ system has dominated the country in a short period of time and
together with it a new mode of urban life emerged. The process of appurtenance
has permanent effects, because property relations occurred in this process are
final states, which cannot easily change into another ownership status within
free market interactions (Balamir, 1996).

2.1.2. Flat Ownership System and Urban Rehabilitation

According to Balamir (1996) consequences of appurtenance process
immediately displayed: itself in terms of physical outputs and environmental
impacts. With such an innovation, the building stock in the country doubled
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every ten years. However, standard building regulations were not revised and
modified to respond to the renewed conditions of development. Thus, all
settlements became almost identical with new developments of concrete-framed
blocks of flats, which took the shapes of identical development plots. Even
mass-housing production and cooperatives (supported by the State after the
mid-1980s) could not modify the set of relations, methods of production and the
appearances of cities established by appurtenance.

Today, most of the regular housing stock in Turkey is formed through ‘Flat
Ownership’ relations as apartment blocks (Graph 2.1).
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Graph 2.1 Annual Production of Buildings in Turkey: 1955-2000
(Source: Updated from Balamir 2002)

Institutionalisation of Flat Ownership relations has facilitated the production of a
large pool of dwellings in a short span of time. As Balamir (1975) states, this
implies the considerable simultaneity in depreciation and deterioration of the
urban housing stock. According to him, rehabilitation or renewal decisions in
buildings are necessary for more than one reason. Major reason for renewing a
building is structural or physical obsolescence. Due to ‘fragmented ownership’
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buildings undergo a rapid deterioration process and their useful life shortens.
Additionally, changes of use occur during time especially in central areas.
However, buildings under the Flat Ownership cannot easily respond to these
changes resulting in the functional obsolescence. Furthermore, in time, ‘highest
and best’ use of an urban site changes in market conditions, necessitating
comprehensive modifications in buildings, which results in economic
obsolescence.

However, with the existing laws and mechanisms, collective reinvestments are
hardly possible for the redevelopment or rehabilitation of the existing stock. This
is due to the ownership structure, where each flat owner has rights both in their
dwelling units and in the jointly-owned parts of the building in common use.
According to Balamir (1975, 1996) with the process of appurtenance decision-
making power on buildings is fragmented unconditionally, minimizing the
probability of producing a joint decision, neglei:ting the comprehensive
rehabilitation or redevelopment needs of urban areas at future stages of
lifecycle (for the necessity of urban rehabilitation in Turkey refer to section 1.2.).
According to article 19 of the Flat Ownership Law, unanimous decisions are
required for major reinvestment and repair decisions for the common parts of
the building.

On the other hand, individual owners could freely enjoy the control of
investments in their own dwelling units and it is the owners’ preferences and
demand that determine the type and scale of investments. Thus, this ‘ownership
structure has led to the individual investments to gain greater impetus. Individual
investments may be significant in volume and they may be considered as a
potential, which can be organized and oriented in a planned manner. Yet, no
effort exists to investigate and orient this potential.

Most of the rehabilitation and renewal literature in Turkey is related to the
squatter housing and improving the quality of life in squatter areas. However,
reinvestment and rehabilitation in formal housing, most of which is produced
under Flat Ownership relations is a significant issue.
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2.2. Existing Legal Framework related to Reinvestment and
Rehabilitation in Housing

Urban planning legislation in Turkey involves a perspective to facilitate
development and growth of urban areas and channelling investments for this
purpose. Accordingly, it defines two types of ‘zones’, cadastral (undeveloped)
and urban (developed) zones. Within this framework the major process
envisaged is only the transition from the undeveloped state to the developed
one. Therefore, major tools of the system are constrained as expropriation and
land rearrangement procedures under article 18.

However, one of the priority areas of Turkey in the coming decades seems to be
the stock rehabilitation policies. In this respect, existing laws and mechanisms
are inadequate to channel investments for rehabilitation and undertaking
comprehensive rehabilitation and redevelopment projects. According to Balamir
(2002), urban rehabilitation cannot be considered solely as rehabilitation and
strengthening activities of individual buildings, a comprehensive rehabilitation
and renewal project should perceive the urban environment as an integrated
unit consisting of physical environment, private and public ownerships,
infrastructures and open spaces. In the urban planning legisiation there is not
even a clear definition of urban rehabilitation. The processes and legal
framework unﬁleﬂying the formation of urban housing stock in fact discarded the
issue of reinvestment and rehabilitation necessities. A number of problems can
be identified as follows:

e There are no specified policies to preserve asset values of housing and to
prevent possible losses from the stock.

¢ In addition to the absence of legal framework for planned rehabilitation and
renewal, existing laws (i.e. Flat Ownership Law) sometimes hinder
reinvestment and rehabilitation.

o Hhs are the main actors responsible from the maintenance of the housing
stock. Even though no mechanisms to encourage or supervise Hhs in order
to ensure survival of the housing stock exists.
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2.21. Development Law (No: 3194)

The major law that urban planning rests on is the Development Law. The
purpose of this law is defined as the establishment of settlements and buiit up
areas according to plans, health and environmental conditions. However, in the
case of existing housing stock, Development Law solely considers the
necessary legal permission for different types of investments, visual harmony of
the stock as a whole, and safety issues in case of a possibility of collapse. In the
article 21 it is denoted that:

- Any alteration, in the authorized buildings, is subject to new authorization.

- Alterations such as internal and external coating, painting, whitewash,
gutters, flooring and ceiling coat, repairs in the electric and pipe installations,
roofing are exceptions of this rule.

- Alterations and repairs, which do not affect the structure of the buildings and
other alterations and repairs, which are determined by standard
development regulations, are not subject to authorization.

- Local authorities are entitled to decide on the external paintings, coatings,
roofing material and its colour according to the characteristics of the
neighbourhood and environment to obtain aesthetical harmony among
buildings.

In article 21, it is obvious that the viewpoint of Development Law is related to
legal necessities (authorization) and aesthetical harmony. However,
determination of standards and rules not only for external appearance but also
for the purpose of resistance and soundness of the stock are essential for
preservation of asset value and to prevent losses from the housing stock.

Moreover, local authorities are equipped with an authority to intervene in the
cases of safety violations. In article 39 it is denoted that in case of a public risk
of partially or wholly collapse of a building, local authority, depending on the
degree of risk, reports to the owner in ten days for removal of risk. If owner does
not remove the risk by repairs or demolition, this job is undertaken by local
authority. Article 39 in this respect displays the viewpoint of Development Law in
terms of safety issues.
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In short, the Development Law, major law responsible from construction,
development and planning activities, neither perceive reinvestment and
rehabilitation as a tool to achieve sustainable urban environments nor equipped
with the necessary tools and framework for comprehensive rehabilitation and
renewal projects.

2.2.2. Law of Municipalities (No: 1580)

Municipalities acting on the local scale are responsible to supply the local
services for local communities. Duties of municipalities are determined in the
article 15 of Law of Municipalities. It is denoted in clause 12 that, authorizing
repairs and extensions, demolishing faulty buildings, chimneys and walls are
among the duties of local authorities. The role of municipalities in this context is
again sustaining safety. ‘

Moréover, in clause 37 of article 15 organizing and developing districts wiped
off by fires, examining and implementing repairs and extension plans of these
" areas are duties of local authorities. In this case, municipalities have more
active role however, such an authority is not only necessary in vacant areas but
also in built up areas in order to implement comprehensive rehabilitation and
renewal projects.

Municipalities as local units could and have to undertake many of the duties in
case of comprehensive renewal and rehabilitation projects. Duties assigned to
municipalities through this law have to be reviewed and reconsidered from thié
point of view. Accordingly municipalities’ financial capabilities have to be -
improved in this respect.

2.2.3. Building Supervision Law (No: 4708)

Building Supervision Law (2001) is enacted following the 1999 Marmara
Earthquakes with the purpose of sustaining safety in built environment. Main
aim to be achieved through this Law is to ensure project and building
supervision in order to obtain safety.
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In the 3™ article of the Building Supervision Law, it is stated that after occupation
is permitted in a building, emergence of any damage due to unauthorized
repairs is the responsibility of the ones who undertake repairs without
permission. This implies that supervision considered in the Law is restricted to
the construction process of buildings. However, it is a necessity to supervise the
repairs and maintenance activities in the existing housing stock to obtain safety
in built environment.

2.2.4. Flat Ownership Law (No: 634)

Flat Ownership Law has a major role in the production of urban housing stock in
Turkey. However, as stated above, this system fragments decision-making
power on buildings unconditionally, discarding the comprehensive rehabilitation
or redevelopment needs of urban areas (Balamir, 1996). Moreover, article 19
and 42 of the Flat Ownership Law requires unanimous decisions for major
reinvestment and repair actions for common parts of the building.

In the article 19 of the law, it is said that (valid since 1983 with the modifications
of law 2814), none of the flat owners can do repairs, construction, paintings and
whitewash in different colours in the jointly-owned parts of the building without
the consent of whole flat owners. In their individual flats, flat owners cannot do
any repair or alteration, if this is to damage the main structure. However, it is
possible to do repairs and alterations in connected individual parts (which are
connected to each other from floor, ceiling or wall) depending on the consent of
related flat owners with the condition that no damage to the main structure is
done.

Also in article 42 of Flat Ownership Law, it is stated that, flat owners cannot do
alterations on their own in the jointly-owned parts of the buildings. All alterations
and extensions to increase the benefits derived from the common parts of the
building depends on the decision of flat owners’ majority in terms of numbers
and shares in land. Moreover, it is again majority’s decision to alter the heating
system from central to individual heating in order to consume natural gas
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depending on the demand of one of the flat owners (this clause is valid since
1992 with the law 3770).

These statements in the articles 19 and 42 imply that all issues related to jointly-
owned parts of the building require decisions of majority irrespective of the scale
of the issue. It is usually difficult to obtain consensus among a group of people,
even in simple decisions. Thus, it is obvious that rehabilitation and renewal
issues may create complex problems in the housing stock under the Flat
Ownership Law. Moreover, as Balamir (1996) emphasizes, flat ownership is a
state that cannot be easily changed into another ownership status within free
market interactions.

According to Flat Ownership Law Hhs are the main actors responsible from the
maintenance of the housing stock. Again in the article 19 of the Law, it is
denoted that, flat owners are compelled to maintain and preserve the
architectural state, aesthetic and soundness of the property. This statement
imputes the responsibility of maintéining and preserving the stock to Hhs,
however, it neither specifies methods, tools or mechanisms to ensure the
maintenance of the stock nor determines policies to encourage Hhs to
undertake this responsibility.

Moreover, necessary know-how and specialized labour in the field of
rehabilitation and renewal are not available. In existing conditions, market
mechanism is incapable of undertaking comprehensive rehabilitation and
renewal projects. There are only a few firms specialized in the field.

To conclude, existing legal framework is not equipped with the necessary tools
and mechanisms to monitor comprehensive rehabilitation and renewal projects.
However, aéhievement of quality and higher standards in living environments
are issues of priority for Turkey, especially when the integration with the
European Union is a current issue in the agenda. A focus on housing policies
can no longer be the production of new dwelling units alone, but have to be
directed to urban rehabilitation policies and tools to undertake comprehensive
rehabilitation and renewal projects.
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CHAPTER 3

REINVESTMENT AND REHABILITATION IN HOUSING: A SURVEY OF
THEORETICAL APPROACHES AND BUILDING AN INTEGRATED
FRAMEWORK

3.1. Life of Housing: From Development to Redevelopment
3.1.1. Economic Life of Housing

Housing has some unique characteristics among other consumption goods.
First of all, it is place-fixed and has the qualities or constraints of land such as
location and linkages with surroundings. Second, housing has a terminable,
though lengthy, life when compared to other consumption goods. Third, the
services provided by housing, together with the land it is attached, may fluctuate
during the life period due to obsolescence. Obsolescence can be prevented in
part by the help of reinvestments.

These characteristics of housing reveal the fact that in the absence of
reinvestments for adaptation and improvement, housing areas become obsolete
and reach the end of their economic life. There are many definitions of the term
‘obsolescence’, yet, the most popular one in the literature refers to disuse.
According to Nutt et al. (1976) ‘obsolescence’, in case of most consumer
products, refers to the reduction in the usefulness of an object over time. The
main source of this reduction in usefulness is the physical deterioration of the
product. Development of newer and better substitutes in the market accelerates
this process. Thus, ‘obsolescence’ can be perceived as a differential
deterioration of one object relative to a group of similar objects. ‘Obsolescence’
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refers to a process of becoming obsolete. In the final stage objects become
totally useless, thus the word ‘obsolete’ refers to a terminal state.

Nutt et al. (1976) define ‘obsolescence’ in housing sector as relative degree of
uselessness- or disutility as evaluated by different actors of the sector (Hhs,
landlord or planner). Different viewpoints affect the perception of the scale of
obsolescence, Hhs' view of their own housing conditions, perception of poor
housing areas by local community and national viewpoint of general housing
standards and conditions may not be in the same scale. The degree of
obsolescence will vary with time. Actions taken to increase the usefulness of
buildings reduce their relative obsolescence. Therefore, obsolescence is not a
consequence of ‘natural’ forces but rather is a function of human decisions.

To determine the state of obsolescence Lichfield (1988) surveys four elements
as ‘physical or structural deterioration’, ‘functional quality’, ‘locational change’
and ‘environmental unsuitability’. These elements do not include economic
obsolescence (for definition of economic obsolescence refer to section 3.1.3.
Reinvestment as an Economic Decision).

First of all is the ‘physical or structural deterioration’, buildings are deteriorated
through time necessitating repairs and improvements other than normal ongoing
maintenance. In the lack of necessary actions physical obsolescence emerges,
which is defined by Nutt et al. (1976) as lnadequacy of buildings due to the
deterioration of their physical conditions.

Second element of obsolescence according to Lichfield (1988) is ‘functional
quality’. In this case, buildings no longer fit their planned function in accordance
with contemporary standards or requirements of the occupier or potential
"occupiers. This inadequacy and ineffectiveness of buildings in the activities that
it contains, can relate to the building itself (lack of central heating, lifts, etc.) or
external factors (inadequate car parking, inadaptability to new legislations).

Third element can be given as ‘locational change’. Location of the buildings is
identified in relation to the links with the surroundings. In time, locational
changes emerge in the surroundings, introducing locational obsolescence.
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Final element of obsolescence is ‘environmental unsuitability’. Changes in
human, social, economic or natural environment make buildings less suitable for
the needs they serve. For example inner-city areas become unattractive for the
dwellings due to air pollution, noise, etc..

Nutt et al. (1976) defines additional types of obsolescence. ‘Financial
obsolescence’ exists when returns and benefits are not sufficient with respect to
capital invested. ‘Site obsolescence’ emerges when the potential value of a site
becomes sufficient for redevelopment. There is also ‘style obsolescence’ related
to the assessment of the relative worth of a building or an area by a social group
in terms of its visual and stylistic qualities. As Lichfield (1988) denotes, types of
obsolescence differ from one building to another. Moreover, the rate of
obsolescence over the years will not be uniform.

Factors that contribute to the process of obsolescence can be seen as the
determinants of economic life of housing. These factors can be grouped as
characteristics of housing stock and Hhs, changes in neighbourhood and
national policies.

First of all, it is the physical state of the housing stock, which determines
economic life of housing. Physical state of the housing is mainly dependent on
the original standards of construction, deterioration resulting from age of the
building and Hhs’ use, and existence of regular maintenance and repair.
Different construction materials and technology adopted in the housing and also
different construction standards result in various life expectancies among
dwelling units. In time, components of buildings experience physical decay due
to aging, in other words they deteriorate.

Deterioration resuits in the loss of services or at least some part of the services
that were provided by the dwelling unit. In the early years of construction there
is little or no decline in quality. Minor signs of deterioration or obsolescence can
be seen after the first ten to twenty years (Grigsby, 1963). Changing physical
conditions of housing are reflected in its market price. Malpezzi et al. (1987)
state that the decline in asset price due to aging is called economic depreciation
and claim that for a deeper understanding of housing market behaviour and
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evaluation of public policies, measuring economic depreciation in residential real
estate is necessary.

Second factor determining economic life of housing is the changing Hhs
characteristics. For Merrett (1982), at a particular point in time there exists a gap
between the existing physical standard of housing and some percieved
alternative. Thus, in time, with the deterioration of housing and rise of Hhs’
preferred standards due to rising incomes or progress in technology or changes
in the Hhs lifecycle, obsolescence of housing is observed. In other words, Hhs’
perception of obsolescence in their dwelling unit determines their reinvestment
decision, hence determining the economic life of their dwelling unit.

Third factor is the changes in housing environments as a whole, due to
changing socic-economic patterns of cities and technological conditions.
Housing provides two kinds of resources to the Hhs. The first is the physical
resources provided within the dwelling such as, rooms, facilities etc.. Second is
the resources available within the locality as a whole, such as employment,
services, amenities etc. (Nutt et al. 1976). In time, socic-economic pattern of the
city changes, altering the distribution of second type of resources such as
distribution of employment, services and amenities. This alteration works in
favour of some neighbourhoods whereas affecting others adversely and result in
changing housing market situations.

One final factor can be identified as the effects of national policies in the
country, which affect the housing market. These policies may be related to the
supply of new housing or intervention in the housing markets such as rent
control, legislative changes related to housing or credit mechanisms. To
Lichfield (1988), causes of obsolescence could be influenced by government
action. For example, enforcement of minimum standards in new construction will
delay physical obsolescence while imposition of rent control will advance it by
reducing the probability of repairs by landlords.

Housing has a terminating, though lengthy, economic life from its initial
construction till its eventual redevelopment. Throughout this long physical life
span housing is subject to different types of obsolescence. However, it is

26



possible to reinvest in housing with the purpose of extending the useful life and
adapting housing to contemporary changes.

3.1.2. Types of Reinvestments in Housing

To remove the negative effects of obsolescence and to adapt and improve
urban areas to accord with the contemporary needs, a number of reinvestment
actions are possible. In general terms, these actions can be called urban
renewal. Renewal implies a physical action where individual buildings and
roads, or urban fabric are subject to either demolition or repair for purposes of
new construction or conservation (Ozylriik, 1995). In the literature, the term
‘renewal’ is usually employed as a general term composed of redevelopment,
rehabilitation and preservation (Schut, 1958).

There are various perceptions and definitions of the concept of urban renewal.
According to Wilson (1966, p. xv-xvi):

In some places, renewal has meant erecting a civic monument in a
downtown plaza; in others, rehabilitating sound but decaying homes to
improve living conditions for residents; in others, getting “undesirables”
out of “desirable” neighbourhoods by spot clearance; in others,
stabilizing blighted neighbourhoods and encouraging residents to
improve their properties; in others developing land that will attract new
businesses into to the community or clearing land that will get unpopular
businesses out of the community; and in still others, assembling tracts
on which subsidized low- or middle-income housing might be built.

Urban renewal is also identified as an intended action with the purpose of
changing the urban environment through planned, large-scale adjustment of
existing city areas to contemporary requirements for urban living and working
(Grebler, 1964). According to him, the process comprises the replanning and
comprehensive redevelopment of land or the conservation and rehabilitation of
areas in blight or historically and cuiturally valuable areas.

Redevelopment component of urban renewal means demolishing the existing
structures and clearance of sites for the purpose of new construction on the
same site. At the onset of the historical progress of urban renewal policies,
redevelopment was a popularly adopted method. During time its adverse effects
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in social networks and high public costs were recognized by authorities. This led
to a maodification in renewal policies in favour of rehabilitation actions. However,
redevelopment is an essential tool for intervention due to the fact that at a
certain point of life history of buildings removal by demolition is unavoidable.

It is a fact that redevelopment is unavoidable. However, rehabilitation creates
the opportunity to lengthen the useful life and also to improve the standards of
existing housing. Rehabilitation component of urban renewal comprises many
sub-headings. Merrett (1982) defines rehabilitation as the productive activity
carried out on the existing housing stock. According to him, housing production
is divided to two main groups of activity: construction of new dwellings and
rehabilitation of the existing stock of dwellings. Construction of new dwellings
includes the production of houses by clearance and redevelopment of existing
stock and production of new dwellings on totally new sites. Rehabilitation of the
existing housing stock is composed of five subgroups as, ‘conversion’,
‘extension’, ‘maintenance and repair, ‘basic improvement’ and ‘miscellaneous
improvement and adaptation’. ‘Conversion’ means changing the composition of
dwellings. ‘Extension’ is simply the addition of a new living space. ‘Maintenance
and repair' refers to the actions taken to replace the parts of the house
functioning imperfectly or attempts to control the process of physical
deterioration. ‘Basic improvement’ includes the installation of new facilities such
as internal toilet, a bath or shower, a sink, a wash-hand basin, and the supply of
hot and cold water. Remaining actions, which are not included in the above
categories, are denoted as ‘miscellaneous improvement and adaptation’.

The problem of housing renewal is multidimensional due to the complex
character of housing. As Needleman (1965) shows supply and demand
mechanisms in the free market operates in such a way that most durable
consumer goods (like cars, televisions etc.) can be easily replaced without
facing serious problems but this is not the case with houses. He argues that,
with inadequate maintenance and repair, old buildings are left to a continuous
deterioration and become unfit for human habitation. Also market processes are
inadequate for demolishing and replacing these buildings. Consequently,
according to Needleman (1965), in most countries many unfit houses for
habitation are still in use. According to Grigsby (1963), existence of substandard
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housing is not an inevitable result of physical deterioration but it is the outcome
of disinvestments in the existing housing. He views the choice to maintain or
improve as an economic one, thus believes the creation of substandard housing
to be the result of disinvestments instead of depreciation and physical decay of
housing.

3.1.3. Reinvestment as an Economic Decision

Following the conversion of vacant land to development site with the decision on
the use, form and intensity of development the first life cycle of the built fabric
starts. Over the life period the use and the conditions of the built fabric do not
remain constant. By regular maintenance it is possible to lengthen physical life
of buildings but after a certain point, components of buildings becomes
‘obsolescent’. This phase is followed by renewal in the form of rehabilitation or
remodelling. This results in a new stage in the life of the stock. This process will
be repeated, once or more, before the degree of obsolescence calls for a
different type of renewal, that of redevelopment. Redevelopment means the
replacement of buildings by new construction. This is the beginning of second
life cycle on the original site (Lichfield, 1988).

During its life the building will show obsolescence of one or more of each of the
four types, structural, functional, locational and environmental. To cope with the
obsolescence (especially structural and functional obsolescence), the occupier
and owner will need to decide the necessary actions. Following the decisions
the owner/occupier/investor will be faced with calculations of financial costs and
returns for rehabilitation (Lichfield, 1988).

In his 1969 study The Comparative Economics of Improvement and New
Building, Needleman examines the decision to rehabilitate or redevelop. He
covers the issue from the viewpoint of local authorities. Most of the local
authorities own areas of substandard housing and to improve the standards of
housing areas each local authority have to decide whether to adopt clearance
and redevelopment schemes or rehabilitation and modernization of existing
stock (Needleman, 19869).
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Even in the case of an individual dwelling deciding between rehabilitation and
redevelopment can be quite complicated. Rebuilding a dwelling is usually more
expensive than modernization, however, new dwelling have a longer life and
provide higher quality accommodation compare to the renovated one. Moreover,
new dwelling means lower maintenance costs and opportunity to charge higher
rents (Needleman, 1969).

According to Lichfield (1988), renewal decision will be taken if the additional
expected returns to be obtained from any use of the building exceed the costs of
coping with obsolescence. When decision to renew is not taken, the building
may not be obsolete and may still be maintained to support its current use.
However, it can be regarded as economically obsolete, having taken into
account the variables foreseen at the time of the decision. In such cases,
buildings will not be renewed but allowed to deteriorate in anticipation of its next
phase in the life cycle. ‘

If the building is not economically obsolete, renewal measures will be taken to
retard the obsolescence and extend the remaining life, in both years and quality.
If, on the other hand, the potential value of the site is sufficiently higher for
redevelopment than the value of the property as it stands, the site could be
described as being economically obsolete in the current use. This results in the
demolition of buildings, which are not obsolete, and certainly not economically
obsolete, for the purpose of replacing them with new stock (Lichfield, 1988).

When the case is rehabilitation, works are carried out with the aim of
overcoming the obsolescence, normally structural and functional. Rehabilitation
could also introduce additional space to the building, which would facilitate the
economics of rehabilitation. To rehabilitate the building the costs of rehabilitation
(without land/property costs) need to be compared with the increased value,
which will be obtained after rehabilitation work. If the latter is sufficiently more
than the cost to show adequate developers’ profit rehabilitation will take place
(Lichfield, 1988).

When an area is completely rebuilt there emerge opportunity to intervene in the
facilities such as shopping and traffic flows in the area. However, as Needleman
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(1969) shows, housing areas are not homogenous and composed of housing
having different standards. When there is no need to complete clearance and
redevelopment of an entire area, there exist complications for redevelopment
policies, which will be reflected in the demolishing costs.

According to Needleman (1965), from the purely economic view, decision to
rebuild or renovate depends on three factors: the rate of interest, the future
length of life of the renovated property and the difference between the running
costs of the modernized property and the rebuilt one. Higher interest rates result
in the longer life of the improved accommodation and smaller differences
between the annual running costs of the two categories of dwelling result in the
greater advantage of modernization over building anew.

As Needleman (1965, p. 201) denotes;

Modermnization enables the replacement of old dwelling to be postponed
for the future length of life of the renovated accommodation, say A years.
Modernization will therefore be worthwhile if the cost of modernization
plus the present value of the cost of the rebuilding in A years’ time, plus
the present value of the difference in annual running costs for A years, is
less than the present cost of rebuilding.

According to Needleman (1969) when the issue is rehabilitation versus
replacement of an individual building decision rule is rehabilitate if:

b > M + b(1+)™ + (r+p)i {1-(1+) ™}
Where,

b = the cost of demolition and rebuilding,

M = the cost of adequate modernisation or rehabilitation,

i = the rate of interest expressed as a proportion, (for a rate of interest of 6
percent, i would be 0.06),

A = the useful life of the rehabilitated property, in years,

r = the difference in annual repair costs,

p = the difference in rent per dwelling on rehabilitated and newly rebuilt property.
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According to Schaaf (1969), urban renewal covers both rehabilitaton and
replacement of buildings. He examines whether rehabilitation or replacement is
the most desirable way to improve the existing housing stock by depending
upon the comparative effects of rehabilitation and new construction on the future
maintenance costs, economic life, and shelter amenities of the renewed
structure.

Schaaf (1969) examines “the feasibility of rehabilitation as a way of providing a
specific amount of housing improvement with the least expenditure of human
and nonhuman resources”. Focus is on the efficient utilization of resources and
problems of dislocation, relocation, and rationing units after renewal are
excluded. His analysis of the rehabilitation versus redevelopment question
depends on the basis of the least-cost criterion. In this case, housing is
improved at the lowest possible cost and with the least impact upon rents and
prices to minimize the occupant dislocation. However, to rely solely on least-
cost as the determinant of the renewal method is insufficient and attention must
be given to the nature of improvements and extended life of the housing.

Schaaf (1969) develops his model by adding a number of issues in the basic
formulation of comparative cost method. He notes that, in the basic formulation,
rehabilitation is preferred if redevelopment costs exceeds the sum of
rehabilitation costs plus the present value of the next renewal cost outlay plus
the present value of the annual difference in the maintenance costs of a
rehabilitated structure compai”ed with a new one. He first considers adding the
depreciation rate of the new structure, using straight-line depreciation.
According to him, the model also have to include the possibility of successive
future rehabilitation investments and determination of best renewal standard.

Schaaf takes different levels of renewal standards in to account. These renewal
standards are code compliance, structural repair, modemization, prestige
rehabilitation and new construction. He denotes that more standards can be
defined other than these and that the possibility that a new structure may
provide a higher level of shelter amenities than a rehabilitated one must be
considered. Thus, he employs the annual rent differences between a new
structure and a rehabilitated structure to reflect the level of shelter amenities. He
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also exhibits that rehabilitation is infeasible if major land use changes are
indicated for the area. Hence, the optimum standard of rehabilitation is the \
combination of choices that maximizes the cost difference between
rehabilitation and new construction.

As Lichfield (1988) states, rehabilitation and redevelopment are not discrete
management options. However, during the life cycle of the building to consider
these alternatives will be necessary occasionally. For each case the common
question is that, given the conditions as they exist, or as they might be if no
action is taken, what will be the difference in the marginal net benefit of
rehabilitation versus redevelopment?

Reinvesting in housing is an economic decision, thus in some cases
disinvestments emerge as the preferred action. After the 1970s, discussions
related to consequences of reinvestments and disinQestments found a general
context within ‘rent-gap’ and ‘gentrification’ arguments. It is a fact that there is a
vast amount of literature on gentrification debates. It is out of the scope of this
study to cover all aspects of gentrification, however, it is essential to review a
number of points related to reinvestment aspects of gentrification.

3.1.4. Consequences of Process of Reinvestments and Disinvestments

When a neighbourhood is newly built, as Smith (1979) states, the price of
housing reflects the value of the structure and improvements plus the enhanced
ground rent captured by the previous landowner. During the first cycle of use
with the expansion of urban development, ground rent is likely to increase and
very small decline may be observed in the house value. This results in the rising
sale prices. However, depreciation of house value eventually occurs due to the
advances in the productiveness of labor, style obsolescence, and physical wear
and tear.

In the case of physical wear and tear Smith (1979) distinguishes between minor
repairs that must be performed regularly to retain the value of a house (e.g.,
painting doors and window frames, interior decorating), fnajor repairs performed
less regularly but with greater outlays (e.g., replacing the plumbing or electrical
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systems), and structural repairs without which the structure becomes unsound
(e.g., replacing a roof, replacing floor boards that have dry rot). Depreciation of
a property’s value after the first life cycle reflects the future need for regular
repairs and for a succession of more major repairs involving a substantial
investment. With the depreciation, price of housing will decrease relative to new
construction, but changes in ground rent will also act on this value decrease.

Areas, which are well maintained, remain stable. However, undermaintenance is
observed usually after the first cycle of use. In owner-occupied areas,
homeowners with the knowledge of imminent decline unless repairs are made,
have tendency to sell out their properties. In some cases owner-occupiers
undermaintain their property not because of the market strategy but due to the
financial constraints. In case of landlords, usually there exist lesser incentives to
carry out repairs due to the rent regulations. Due to undermaintenance surplus
capital will be invested elsewhere. Sustained undermaintenance will make it
difficult for the landlords to sell their properties resulting in less incentive to
invest in the area. This process is accompanied by a fall in house values and
levels of capitalized ground rent drop below the potential ground rent (Graph
3.1; ‘potential ground rent’ is the rent, which can be capitalized under the
‘highest and best’ use, ‘capitalised ground rent’ is the rent obtained from the
existing use of land) (Smith, 1979).

Undermaintenance results in more active disinvestments as further capital
depreciations and the landlord’s interest diminishes, this process is
accompanied by falling housing values and capitalized ground rent, producing
further decreases in sale price. Landlords’ disinvestments are followed by
‘rational’ disinvestments of financial institutions. Buildings are abandoned when
landlords can no longer collect enough rent to cover their costs of utilities and
taxes. Main mechanism that results in filtering is the depreciation and
devaluation of capital invested in residential inner-city neighbourhoods. This
depreciation creates the economic conditions that introduce the capital
revaluation (gentrification) as a rational market response. This is called the rent
gap. The rent gap is defined as the disparity between the potential ground rent
level and the actual ground rent capitalized under the present land use (Smith,
1979).
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Time from construction date

Graph 3.1 The Rent Gap
(PLR = potential land rent, CLR = capitalized land rent, BV = building value;
Source: Clark, 1995, p. 1491)

Smith (1979) advocates rent gap theory as an explanation of gentrification. To
summarize, in the case of filtering, the rent gap emerges initially by capital
depreciation and also by continued urban development and expansion. The rent
gap widens with the continuous filtering and neighbourhood decline. This results
in the emergence of a potential for revitalization. If the gap is sufficiently wide for
developers, to purchase property cheaply and to pay the builders’ costs and
profit for rehabilitation, and to pay interest on mortgage and construction loans,
and to sell the end product for a sale price that leaves a satisfying return to the
developer, gentrification occurs.

As Smith (1979) denotes, the gentrification literature usually concemns the
contemporary processes or its effects such as characteristics of inmigrants,
displacement, the role of state in redevelopment, benefits to the city, and
creation and destruction of community. However, little attempt has been made
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to study causes of the process rather than its effects. According to Smith (1979)
a gentrification theory needs to explain “the detailed historical mechanisms of
capital depreciation in the inner city and the precise way in which this
depreciation produces the possibility of profitable reinvestment”.

The traditional definition of gentrification is the movement of high-income Hhs to
inner city declining residential areas, displacing relatively low-income Hhs and
rehabilitating and upgrading these areas. As Ruth Glass described in 1964;

One by one, many of the working-class quarters of London have been
invaded by the middle classes - upper and lower. Shabby, modest mews
and cottages — two rooms up and two down — have been taken over, when
their leases have expired, and have become elegant, expensive
residence. Larger Victorian houses, downgraded in an earlier or recent
period — which were used as lodging houses or were otherwise in multiple
occupation — have been upgraded once again... Once this process of
‘gentrification’ starts in a district it goes on rapidly until all or most of the
original working class occupiers are displaced and the whole social
character of the district is changed (Glass 1964: xviii, cited in Smith, 2002,

p.1).

Ley (1986), in his study of alternative explanations of inner-city gentrification in
Canada, states that explanations of gentrification in literature can be grouped in
four headings. These are, demographic change, housing market dynamics, the
value of urban amenity and the economic base.

Explanations depending on demographic change denote that the postwar baby
boom generated fluctuations in housing demand, which may have forced first-
time homebuyers into the inner-city housing market. Moreover, there has been a
sharp reduction in Hh size, which increased the demand to medium- and high-
density central city neighbourhoods. Additionally, as a result of inflating fuel
prices in the post-1973 period to remove the adverse effects of high commuting
costs demand to inner-city areas increased (Ley, 1986).

According to housing market dynamics, the price inflation of new housing stock
in the suburbs through 1970s, and affordability problems due to mortgage
interest rates Hhs preferences changed in favour of smaller and cheaper new
central city apartments or renovated older single family or row housing in the
inner city (Ley, 1986).
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Third factor, the value of urban amenity, links gentrification with urban lifestyle
and states that Hhs prefer the amenity package of the center city over that of
the suburbs. Fourth factor of inner-city gentrification is the presence of a
“postindustrial” metropolitan economy, oriented toward advance services and a
white-collar employment structure.

According to Smith (1986, p.463);

The crucial point about gentrification is that it involves not only a social
change but also, at the neighbourhood scale, a physical change in the
housing stock and an economic change in the land and housing
markets. It is the combination of social, physical, and economic change
that distinguishes gentrification as an identifiable process or set of
processes.

Clark (1992) defines gentrification in the housing market as a backward filtering
process. Both filtering and gentrification processes involve residential mobility.
As Clark (1992) defines “when in-movers are of lower socio-economic status
than out-movers they replace” this is called filtering, “when in-movers are of
higher socic-economic status than the out-movers they replace” this is called
gentrification. Clark (1992) observes these processes not only as simple
processes of residential mobility but also processes related to change in the
built environment. Usually filtering is related to depreciation of building values
whereas gentrification is associated with reinvestment of building capital,
through renovation or redevelopment.

Clark (1992) examines two approaches concerning the real estate economic
aspects of gentrification. First one is the rent gap explanation of Smith (1979),
which focuses on the difference between actual and potential land rent. Second
approach is the value gap explanation of Hamnett and Randolph (1984; 1986),
which focuses on the difference between property value as rental and as owner-
occupied. The rent gap forms a pressure to change the fixed capital on a site, a
reinvestment in housing, which encourages gentrification. The value gap forms
a pressure to change the tenure of a property this conversion acts as a
supporter to gentrification.
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According to Bailey and Robertson (1997, p.562),

The term gentrification links changes in inner urban housing markets to
wider processes of economic restructuring, notably the
deindustrialisation of developed industrialised countries, and the
simultaneous increase in white-collar employment, particularly the
growth of a new ‘professional/managerial’ class.

Inner-city neighbourhoods that once lived the process of decline are now facing
renovation of the housing stock and displacement of poorer Hhs by the high-
income Hhs from this professional/managerial class.

In other words, from one point of view gentrification means rehabilitation and
improvement of declining or declined areas by no or little public support, from
another view point it displaces poor Hhs and reduce their housing options. Thus,
for the final outcome of urban renewal, it is significant to determine macro level
approach of renewal policies to existing trends in the areas.

3.2.  Urban Renewal Policies
3.2.1. Historical Perspective

Different social and economic conditions in different countries lead to the
establishment of different types of renewal and rehabilitation policies however,
some general trends can be observed. Carmon (1997) categorizes these trends
in three generations and shows that all three are valid for both the U.K. and the
U.S. as well as for several other Western Countries, with the different timing of
occurrences.

According to Carmon, the first generation can be called ‘the bulldozer era’,
which has ‘massive slum clearance’ as the main characteristic. This era dates
back to early 1930s in Britain and late 1930s in the U.S. with a peak in 1950s.
Slum clearance policies of this era were criticized in both countries in terms of
the economic and social costs that they brought in the long run. Clearance
schemes ignored the effects of relocation on residents and community networks
and became a target of critics.
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Second generation is called ‘neighbourhood rehabilitation era’. With the effects
of the critics of the bulldozer era, second generation policies cared much about
social problems. In this era, mostly the improvement programs replaced
clearance schemes. These kinds of policies appeared in early 1960s in the U.S.
and early 1970s in the U.K.

Third generation is the period of ‘central city revitalization’. This era can be
characterized with the economic slowdown and its effects on public policies.
Emphasis was on economic development and this led to the discovery of the
opportunities in the city centers. Rehabilitation and renewal were observed in
some large city centers with mostly involvement of private investors instead of
public involvement. Idea of economic revitalization was dominant in 1980s and
1990s.

Skifter Andersen (1999) notes that public policies for ’housing rehabilitation differ
enormously between European countries. In fact, the meaning and the concept
of ‘urban renewal’ and kind of problems and activities it contains differ among
countries. This discrepancy among countries is a result of many factors:

e Urban renewal and housing rehabilitation include many different but
connected problems and activities. Thus, every country takes the issue in a
most appropriate way to their specific context.

e There is uncertainty among policy makers in Europe on the reasons of urban
problems and the possible role and degree of involvement of public sector in
overcoming these problems.

e Urban problems are recognized in many countries, yet there is a lack of
clear understanding. Thus, to some extent urban renewal and housing
rehabilitation policies seem to be ad hoc measures for urban problems.
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Table 3.1 The Historical Development of Urban Renewal and Housing
Rehabilitation in Western Europe.

1960 1970 1980 1990

(Source: Skifter Andersen, 1999, p. 243.)

Table 3.1 summarizes the historical development of urban renewal and housing
rehabilitation in Western Europe. Housing shortage was the major problem in all
over Europe after the Second World War. Skifter Andersen (1999) states that
this had two resuits. First, to increase the housing supply, public interest and
resources were directed at new construction with minor attention to
improvement of the existing housing stock. Second, rent controls in both private
and public housing, which had been introduced during the war continued.
Maintenance and improvement activities in rented housing have negatively
affected by the rent control.

In 1950s and 1960s some countries tried to solve slum problems through
establishing legislations on minimum standards for housing, but this effort had a
minor importance for housing renewal. Skifter Andersen (1999) claims the first
real urban renewal activity to be as the slum clearance of 1950s. This activity
involved the demolition of whole areas and construction of new buildings and
combined with reorganization of traffic systems. Partly due to these enormous
interventions in cities, renewal and preservation of old historic buildings and
districts emerged in the 1960s and often accompanied with special programs. In
some cases planning regulations restricted to demolish these buildings or
conversion of use.
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Following the boom in housing investments in 1960s an increase was observed
in private investments in housing rehabilitation. Housing improvements first took
place in the owner-occupied sector and then followed by the rented sector in low
rates. In many countries, starting from the late 1960s, residents of slum areas
and general public opposed to slum clearance. As a result, in the 1970s,
policies and practices shifted gradually to preservation and renewal of buildings
and urban areas with the cooperation of residents. In some countries the need
for expenditure cuts was also another factor underlying this shift in policies. The
economic depression in the late 1970s affected the economic support of
governments for housing rehabilitation. The decline in the construction of new
dwellings resulted in unemployment, and in some countries governments
increased the subsidies for urban renewal and housing rehabilitation with the
purpose of overcoming unemployment. This was accompanied with a shift in the
focus of housing policy from quantitative aspects of housing to the quality of the
existing housing stock. ‘

With thé decline in industries and deindustrialisation, economic conditions and
the use of land changed in many cities. Empty buildings and unused areas are
left behind the industries and unemployment increased leading to the worsening
of many cities. Urban restructuring and revival of city centres became the major
concern of policy and brought the public involvement into the process.
Moreover, due to the increasing traffic and pollution, local authorities were
forced to improve the urban environment.

As Skifter Andersen (1999) denotes, a new field of urban renewal emerged in
large postwar social housing estates in the 1980s. Intervention of public
authorities became necessary due to the problems caused by technical defects
and social unrest in these areas. This consequently led to a change in
perception of concept of urban renewal in some countries from a finite task of
removing or renewing the existing housing stock to a continuous effort of solving
combined social and physical decay problems in vulnerable neighbourhoods.
Moreover, social processes have been recognized as the main reasons of urban
decay, and integrated approaches between physical and social processes
became a significant issue of new policies.
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In many countries privatization was the general trend in housing policy in 1980s.
This removed the barriers to housing rehabilitation such as rent control and
other regulations. Up to 1980s most of the slums were removed, thus meaning
of urban renewal policies changed. New tasks such as energy conservation and
accessibility for old and disabled people became significant for housing
rehabilitation. Direct public involvement became less significant and attracting
private investments in urban renewal and housing rehabilitation gained
importance. Major tool for attracting private investments was by changing
market conditions, by direct cooperation of public and private agents or by
giving subsidies.

Skifter Andersen (1999) lists the main physical and social problems in different
countries of Europe in the period after 1980.

o Threatened destruction of historic buildings and heighbourhoods, largely in
old inner-city areas. _

e Lack of improvement of obsolete housing from the last century and the

. beginning of this.

e Severe problems of social and physical decay in certain older urban areas in
pre-1920s housing.

o Less serious problems with social and physical decay in housing from 1920
to 1950.

e The need to restructure economic activity and reorganize the use of land
inside cities. ;

¢ Special problems in social housing from the 1960s and 1970s built as large,
multi-storey housing estates.

o Deterioration of single-family houses in rural fringe areas or those occupied
by low-income households (Skifter Andersen, 1999, 249-252).
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Table 3.2 Assessment of the Extent of Urban Renewal and Housing
Rehabilitation Problems After 1980.
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(Source: Skifter Andersen, 1999, p. 252.)

According to Table 3.2 Sweden, Switzerland and Norway had least problems
after 1980, while Austria, Denmark, France, The Netherlands and the UK still
had extensive renewal needs. According to Skifter Andersen (1999) to choose
among urban renewal policies, thé extent to which the problems are connected
to single properties or to an entire housing area of urban district with many
different properties and owners is significant. If the case is simultaneous
deterioration of an entire area or problems with urban restructuring, an urban
renewal approach, which deals with several properties at the same time is more
appropriate. It can be< observed from Table 3.2 that Germany, Switzerland,
Denmark and, to some extent, Norway had substantial urban restructuring
needs having large older housing areas in decay. On the other hand, Austria,
France, The Netherlands and the UK had both kinds of problems. Only Sweden
is an exception having less need for an area approach to urban renewal in the
older parts of the cities due to the slum clearance programmes, which had been
completed once.
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3.2.2. Public Involvement in Urban Renewal

According to Leather (2000), it is the poor housing conditions in the private
sector, which triggered state intervention in housing policy in Engiand and
Wales in the late 19™ century. In the succeeding period policies to deal with
these conditions have remained an important element in public policy.

There are a variety of justifications for state intervention to deal with poor
housing conditions. Skifter Andersen (1999) states these as the provision of
decent housing conditions for all Hhs, preservation of the housing stock in the
long-term, the prevention of health problems caused by substandard housing,
the provision of savings to social care services, and contributing to broader
regeneration programmes. These all require different mechanisms to achieve
each objective and state involvement in different extent.

As Skifter Andersen (1999) notes, design of policies is assumed to reflect
political objectives concerning the purpose of public involvement. Political
objectives usually originating from other policy areas affect housing
rehabilitation and urban renewal policies in Europe. These are general housing
policy, general urban economic and social policies, energy conservation
policies, social policies for elderly and handicapped people, general health
policy. Skifter Andersen (1999) identifies the objectives that have been central
to the design of policies in Europe as:

e Economic revitalisation of cities and districts leading to better opportunities
for industries and other commercial activities.

« Improvement of the utilisation of urban infrastructure.

e Better quality of life and environment in the cities.

« - Social renewal of districts with a concentration of social problems.

e Preservation and enhancement of historic buildings.

¢ General improvement of housing standard.

* Maintenance of a supply of cheaper housing.

e Transfer of rented dwellings to owner-occupiers or cooperatives.

e General preservation of older buildings and districts to maintain the
character of the cities, instead of demolition and new building.
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¢ Energy conservation.

« Better housing for elderly and handicapped people.

o Guarantee for residents to stay after renewal.

¢ [nfluence for residents on the renewal process.

¢ Decentralisation of power to local government.

+ Involvement of the private sector and public-private partnerships.
s Employment in the building sector.

There are different ways for state intervention to achieve these objectives.
Skifter Andersen (1999) summarizes three types of public regulation as
regulation of tenure, indirect regulation, direct regulation. In the case of
‘regulation of tenure’ authorities set up a general regulatory framework for the
properties and their maintenance and improvement. There is no direct public
involvement in the renovation work. The aim of the regulation is to prevent
dilapidation and obsolescence and the tools to achieve this aim is seen as tax
legislation, rent acts, building codes, finance conditions relating to loans for
renovation, rules for the organisation of social housing, owner occupied flats,
etc. Any reinvestment decision and the content of renovation in this case
depend on the individual property owner. Government subsidies, if any involved,
are indirect in the form of general housing allowances or tax deductions.

In the case of indirect regulation, authorities try to attract owners to renovate
and preserve instead of demolishing their properties. Usually subsidies are
adopted for this purpose, but advisory services of local authorities or special
agencies may also take place or improvement of the environment or restrictions
on exploitation of the area to prevent demolition may be adopted as a tool. This
type of regulation usually has curative purposes. The aim of the regulation is to
cure heavy and complex problems of decay, which have become or are going to
be Urgent. Owners are the decision-makers of renovation. However, content or
extent of renovation may be determined by authorities in order to be eligible for
a subsidy.

Direct regulation enables authorities to order the renovation of a property or a
district. In this case authorities, usually represented by local government, can
compel the owners to renovate having the instruments of expropriation, orders,
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restrictions on use and preemptions. Direct regulation is usually accompanied
by subsidies that make compulsory action more acceptable to the owner.
Usually, authorities take the initiative and the regulation is aimed to cure heavy
and complex problems of housing deterioration and urban decay.

Most of the European countries have a national strategy for urban renewal and
housing rehabilitation. Skifter Andersen (1999) defines ‘national strategy’ as a
set of policies, aiming the prevention of the physical surroundings in cities and
dwellings from severe dilapidation and obsolescence. Two types of policies can
be denoted for national strategy: preventative and curative. The main aim of
preventative policies is to prevent urban decay. Thus, they support private
actors’ running maintenance, improvement and renewal of dwellings and urban
structures. The curative policies, on the other hand, are necessary when the
preventative policies have failed and problematic deterioration and
obsolescence have occurred in certain dwellings and urban areas.

Comparative study of Skifter Andersen (1999) reveals that none of the nine
countries (Denmark, France, Germany, The Netherlands, Norway, Sweden, UK,
Austria, Switzerland) seem to have developed a complete national strategy. The
policies are focused usually to the curative policies and preventive policies are
missing. The aim of the different regulations and programmes are generally
towards curing specific cases of deterioration and obsolescence, yet few
policies exist aiming to facilitate maintenance and improvement activities without
public support in different tenures.

Direct regulation is usually related to an area approach to urban renewal and
housing rehabilitation whereas indirect regulation is mostly connected with
single properties. According to Skifter Andersen (1999) formulation of
comprehensive policy to prevent housing deterioration by a coordination of
several measures is not observed in any countries examined. He denotes a
number of measures, which governments could take to improve general
conditions for maintenance and improvement of housing. These measures are
partly included in housing policy, tax policies or general monetary policies. In
most situations objectives for improving housing quality are not the central aim
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of these policies, for example, rent control. Some of the most important
measures are':

e Building codes: demanding building quality and powers of public authorities
to compel owners to keep their properties in repair.

» Provision of loans for renewal: demanding security for cheaper real estate
loans, especially in case of problems in owner-occupied flats or shared
ownerships.

e Tax rules: deduction of interest on loans for renewal in owner-occupied
housing, deductions for maintenance expenditure, depreciations on
investments in improvement.

¢ Rules to organize owner occupied flats or shared ownership in terms of
decisions about maintenance and improvement and the distribution of costs
among residents. *

¢ Rules for administration of social housing, related to collection of funds from
rents for future rehabilitation, to make decisions on maintenance and
renewal and tenants’ rights to change their dwelling.

¢ Regulation of private rented housing, i.e., rent control that impedes or allows
rent increases in connection with improvements, gives incentives for
maintenance or to secure appropriate savings. This also includes rules for
tenants’ rights to improve their dwelling.

o Demands on housing quality as a condition for conversion of private rented
dwellings into owner-occupied flats.

e General housing allowances, which reduce the increase in housing costs in
connection with improvements.

Recént changes as Skifter Andersen (1999) denotes are in the role of state in
housing rehabilitation, a shift away from a broad and long-term responsibility
towards a more residual and selective résponsibility with interventions to assist
the poorest Hhs with the purpose of cost savings for health and social care
programmes.

Whatever the role of state be in urban renewal and housing rehabilitation
policies, in most economies, it is the Hhs who are the main decision-makers of
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reinvestment. Thus, it is meaningful to examine the underlying factors of Hhs’
reinvestment decisions.

3.2.3. Households’ Reinvestment Decisions

The users of the housing stock, Hhs, are the main actor in reinvestment. Scale
and quality of investments usually depend on the Hhs preferences and
constraints. Disinvestments or poorly targeted investments of Hhs may result in
declining market values of property and in a reduction in its life span, also it
means an increased liability for repair expenditures in the future, and a probable
number of losses from the stock (Littlewood and Munro, 1996).

According to Lichfield (1988), the critical agency in the life cycle of buildings is
the occupier rather than the owner, because without the occupier the building’s
potential services are not utilised. The occupier beneﬁts from the qualities of the
land and building in his occupation and the qualities of the environment: location
in relation to the other occupations and activities, accessibility to and from
elements of concern to him (markets, transportation, etc.), availability of utility
services (gas, water, electricity, etc.), environmental factors (noise, pollution,
etc.). On the other hand the occupier faces operating costs: real costs (heating,
water consumption, maintenance, etc.), financial costs in servicing the owner's
capital investment, and fiscal costs in his contribution to taxes as a means of
contributing for the public services which are offered (access, street lighting,
etc.).

According to Littlewood and Munro (1996), repair and maintenance behaviour is
a result of the decision making process of rational individual and this process is
related to the income and cost constraints, demand and preferences of Hhs.
Reinvestment decision depends on the physical state of housing and whether
housing is perceived as an investment or consumption good.

Generally, Hhs do some repair and improvement works when they move to a
new house. The need for adjustment lies under these types of investments.
These kinds of investment decisions may be a result of housing market
constraints or may be a voluntary strategy. When there is little market variety of
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supply or other problems like affordability, or low vacancy rates, Hhs might not
be able to find houses to fit their needs. This process is usually followed then by
adjustment investments. Littlewood and Munro (1997) notes that move and
improve strategy may be a conscious one. When this is the case, Hhs usually
move to a house that does not exactly fits to their needs but probably a cheaper
house and invest for adjustment purposes.

With the increasing length of stay, changes occur in the Hhs life cycle, housing
may become obsolete and the developments in technology make it necessary to
adapt and improve housing or to a decision to move. A third way is the decision
of Hhs who neither decide to reinvest nor to move. In this case disinvestments
are unavoidable.

In his study of Owner-occupation in Britain, Merrett (1982) states that, the
starting point of any rehabilitation decision for an owner-occupier is his
perception of obsolescence in his dwelling unit. According to him, this
perception depends on the preferred or demanded physical standards by the
owner and the actual material standards of the accommodation. Merrett (1982)
states that underlying motive of the demand for rehabilitation is the ‘amelioration
it promises in the Hhs’ internal physical world’. Rehabilitation works carried in
housing may refer to an extension of living space, external painting to prevent
decay, the installaton of a bath or central heating or repairs. These
transformations, as Merrett (1982) shows, are meaningful if the Hhs will
continue to live in that dwelling and in that neighbourhood. Thus, if Hhs are
unhappy with the house or its spatial location or if there exist a fear of decline in
neighbourhood, then the willingness of Hhs' to rehabilitate is enormously
undermined.

if Hhs are wiling to undertake rehabilitation work, in this case some other
factors become significant such as Hh income, Hh age, etc. As Merrett (1982)
notes it is largely the Hh income, which form sources of funds for rehabilitation.
Government grants also consider the constraints imposed by low Hh incomes
on the effective demand for rehabilitation. Moreover, he states that in British
literature it is usually referred to the relation of age and rehabilitation
expenditures. According to this, as a general rule, elderly Hhs are said to resist
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undertaking substantial rehabilitation. This may be due to their relatively low
income levels, being unwilling to disruption and dirt that big jobs create and
feeling less able to cope with the managerial role of employing builders etc.

Littlewood and Munro (1996) arrive at some conclusions from their analysis of
repairs and maintenance behaviour in Scottish housing in relation to the three
groups of factors: Hh characteristics, the physical characteristics of the dwelling
and characteristics of neighbourhood. According to this analysis, Hhs who are
older, have lived in the house longer, or are poorer, are less likely to undertake
works. Moreover, dwelling age have the strongest influence on the condition of
the dwelling, also bigger houses are more likely to be in disrepair than smaller
houses. Furthermore, houses in rural areas are likely to be in poor repair. There
is some evidence that existence of repair and improvement activity in the
surrounding neighbourhood encourages the people to do more repairs work.

Consequently, it may be argued that, Hhs’ reinvestment decisions are broadly
related to the changes in Hhs characteristics, physical state of the dwelling and
characteristics of neighbourhood. In the next part of the study factors underlying
Hhs’ reinvestment decisions will be analysed for Turkey with the 1994 ‘Hh
income and consumption expenditures survey’.

' Hansen, K.E., Skifter Andersen, H. (1993) Strategier for regulering av bolig- og
byfornyelsen | Norden — en tvaergdende sammenligning (Strategies for regulation of
housing and urban renewal in the Nordic countries — a cross national comparison), SB!
— meddelelse 99, Hersholm: Danish Institute for Building Research. Skifter Andersen,
H. (1992) Regulation of the private rented housing market — some Danish experience,
Scandinavian Housing and Planning Research, no 9, 41-45,
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CHAPTER 4

EMPIRICAL ANALYSIS OF REINVESTMENT DECISIONS

41. State of Urban Housing Stock

Turkey has produced a large pool of dwellings since 1950s. In Chapter 1 and 2,
detailed information on housing and building production in urban areas between
years 1955 and 2000 is already given (Graph 1.1, 1.2, 2.1). As displayed before
Turkey has produced a sufficiently large pool of dwellings. Major problem on
housing is not increasing the quantity of the stock any more but must be
perceived as increasing the quality of living environments and rehabilitating the
existing stock. To display a broad picture of the state of existing stock, building
censuses of SIS can be employed. Building censuses are available in 4 years,
1965, 1970, 1984 and 2000. Evolution of the building and housing stock through
these years can be seen in Table 4.1.

Table 4.1 Building and Housing Production.

1965 1970 1984 2000
Number of Buildings
(000) 2131 2821 4 388 7 839
Number of Dwelling
Units 2643 3432 7 096 16 236
| (000)

(Source: SIS, Building Censuses)
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Comparison of the building and housing production in year 2000 and 1965
reveals that number of buildings in year 2000 is approximately 3.7 times
whereas number of dwelling units is 6.1 times of the 1965 values. According to
Building Census of year 2000 age distribution of this stock is as follows (Table
4.2):

Table 4.2 Distribution of Stock According to Year in which Construction is
Completed.

Year of Construction
212138/ 8|5|8|8 ¢
2] ~r by iy Y Y Y QG o]
2181518/ 85|88 |2 5
o] v | -] -]« - - - | S |
Number of
Buildings (000) 172 {102 | 206 | 426 | 799 | 1566 | 2134 | 2362 | 73| 7839
Number of
Residential 119 | 77 | 155 {320 | 605 | 1190 | 1606 | 1758 | 42 | 5873
Buildings (000)
% of Total
Residential 2% | 1% | 3% | 5% | 10% { 20% | 27% | 30% | 1% | 100%
Buildings

(Source: SIS, Building Census, 2000)

77 per cent of the standing buildings and residential buildings in Turkey had
been constructed after the 1970s. In Building Census 2000, information is
available on the physical state of the building. It is a fact that this type of
information is dependent solely on observations, however it may be meaningful
to examine this data to draw a broad picture of the stock (Table 4.3).

This data is available in Building Census (2000) in four categories. First
category is the buildings, which are not necessitating alteration and repair.
Second category is the buildings necessitating basic alterations and repairs.
This category necessitates operations such as joint, inner and external plaster,
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paint, whitewash, grooving, wainscot, floor and ceiling covering, maintenance of
electrical and sanitary installations and repairing of roof and tile. Third category
is the buildings necessitating main alteration and repairs. Necessary actions in
this category defined by SIS as the operations, which affect structural factors or
change construction area. Final category is the ruined buildings. These are the
buildings, which are not occupied anymore and planned to be demolished.

Table 4.3 displays percentage distributions within each age group of buildings.
Accordingly, 61 per cent of the total buildings do not require alteration and
repairs. Whereas 28 per cent of the buildings require basic alteration and
repairs and 7 per cent necessitating main alteration and repair. 2 per cent of the
total stock has to be demolished. Graph 4.1 displays the distribution of different
physical states in each age group.

100% -
90% -
80%
70%
60% -

40% -
30% -
20% -
10% -

0% -

l 3
I X

-1929 1930- 1940- 1950- 1960- 1970- 1980- 1990-
1939 1949 1959 1969 1979 1989 2000

& Not Necessitating Alteration and Repair m Necessitating Basic Alteration and Repairs
[ Necessitating Main Alteration and Repair B Ruined Building

Graph 4.1: Physical State of the Buildings According to Age Categories (Source:
SIS, Building Census, 2000)
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According to Graph 4.1, necessity for basic or main alteration and repairs are
increasing parallel to the increasing age of the buildings. Survival of the stock is
dependent on the existence of the reinvestments. In Turkey, like most other
countries, Hhs are the main decision makers of reinvestment. In this part of the
study Hhs' reinvestment decisions is going to be analysed.

4.2, Data and Framework of the Analysis'

In Turkey, it is not easy to obtain data providing insight to processes of
reinvestment decisions. The database employed in this study is 1994 ‘Hh
Income and Consumption Expenditures Survey’ (HhICES) as surveyed by the
State Institute of Statistics (SIS), even though this survey was not designed
specifically for these purposes.

This survey was carried out in two parts as ‘consumption expenditures’ and
‘income distribution’. First, ‘Hh consumption expenditures survey’ was applied to
2 188 sample Hhs changing in each month from 1 January to 31 December
1994. The survey was implemented at 62 urban and 174 rural areas (SIS,
1997). At the second stage, ‘Hh income distribution survey’ was applied to the
same sample Hhs of the ‘Hh consumption expenditures survey’ from 8 February
to 31 May 1995 (SIS, 1999).

This survey has been carried out with a sample of 26 186 Hhs which represents
the entire population, 18 219 of these Hhs live in urban areas. According to the
definition of SIS seftlements having at least 20 000 population are urban areas.
In this database, details of consumption expenditures are available such as
food, clothing, housing and rent, health, transportation, entertainment,
education, etc. as well as information related to Hh characteristics. Housing
expenditures include rent, repairs and maintenance, electricity and gas, and
other expenditures.

In this analysis, ‘repairs and maintenance expenditures’ (RM expenditures) are
used to represent reinvestments in the existing housing. 18 per cent of urban
Hhs (3 327 Hhs) have this type of expenditures. After the data is refined from
the missing values and outliers, remaining Hhs who live in urban areas are
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18 132. 18 per cent (3 298) of these Hhs have RM expenditures and constitute
the database of this analysis (Table 4.4).

Table 4.4: Filtering of the Data

Hhs representing the whole of Turkey

living in urban areas

Analysis is divided into two main parts. The first part is devoted to the Hhs
characteristics and their affect on reinvestment decisions, whereas the second
part focuses on dwelling and neighborhood characteristics and their affect on
reinvestment decisions. To represent Hh characteristics Hh income, ownership
status, age of Hh head and Hh size variables are employed. Age of the building,
size and type of the dwelling and neighbourhood characteristics are the
variables employed to. represent dwelling and neighbourhood characteristics.
Figure 4.1 displays the framework of the analysis and the relations investigated.
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HH CHARACTERISTICS
= Does level of reinvestment increase with increasing Hh income?
(Variable: Hh income)

= Do reinvestments of tenant Hhs differ in level and quality relative to reinvestments
of owners? Are there any investments for adjustment purposes?
(Variable: Ownership status, length of stay)

= Are changes in Hhs life cycle reflected in the reinvestments? Can low levels of
reinvestment be expected for old aged Hhs?
{Variable: Age of Hh head)

= Do different compositions of Hhs result in different types of reinvestments?
l (Variable: Hh size)

l EXTERNAL FACTORS
- Vqriety of construction materials and
REPAIR AND MAINTENANCE e

= Existence of experienced and available
labor and agreeable costs.

= Existence of policies, which support and
facilitate reinvestments.

EXPENDITURES

DWELLING AND NEIGHBORHOOD CHARACTERISTICS
= Do level of reinvestments increase with increasing age of building?
(Variable: Age of the building)

= Do level of reinvestments increase with increasing size of the dwelling?
(Variable: Utilized area (sq m), number of rooms)

= Do Hhs with different dwelling types in stock differ in reinvestments?
(Variable: Type of the dwelling)

= Do Hhs living in developed neighborhoods make high levels of reinvestments?
(Variable: Neighborhood characternistics)

Figure 4.1: Framework of the Analysis
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Main variables and the expectations are as follows:

1. Hhs Characteristics

Hh income: Hh income is the main variable that determines the living
standards of the Hhs. Usually, low-income levels are expected to
accompany low reinvestment levels.

Ownership status: Ownership status of the dwelling affect both the
reinvestment decisions to materialize and the scale and quality of
investments. Tenant Hhs are expected to have lower reinvestment levels
in housing.

Length of stay: Following the Hhs move is the expenditure usually
associated with adjustment purposes. In time, changes occur in the Hhs
life cycle and also physical deterioration will settle with the aging of the
building. In both cases, reinvestments in housing are expected tfo
materialize. ;

Age of Hh head: Different age groups have varied approaches to the
reinvestment in housing. This usually depends on the levels of income
earned at the different stages of life commanding distinct necessities. In
addition, older Hhs are usually reluctant to repairs work due to higher
vulnerability to disorder.

Hh size: Hhs, of different compositions, are expected to differ in the use
of housing space.

2. Dwelling and Neighbourhood characteristics

Age of Building: The physical state of housing is dependent on the
original standards of construction, wear and tear resulting from age of
the building and Hhs’ use, existence of adequate maintenance and
rehabilitation. Age of the dwelling reflects both the construction
technology of the period, and gives a broad information on depreciation
due to aging. Thus, necessity of reinvestment is higher with age as well
as the need to improve and adapt buildings for new technologies.
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o Size of dwelling: Size of dwelling has an effect on both the scale and the
intensity of reinvestments. More investments can be expected in larger
dwelling units.

o Type of dwelling: Dwelling categories affect the costs and type of
investments. Rehabilitation work undertaken in a single-family house will
not be identical to an apartment flat in terms of type and the cost of the
investments.

« Neighbourhood characteristics: Hhs' perception of their neighbourhood
is another factor that impinge on reinvestment decisions. If the
neighbourhood is believed to be declining in values or to have an
insecure future, Hhs may choose to move rather than to stay and
reinvest.

4.3. Repairs and Maintenance Expenditures

RM expenditures exist in the database in monetary units (TL). SIS gathers
information on the Hhs' expenditures as monthly expenditures. These
expenditures include materials for repair and maintenance and regular
maintenance services. In this survey details of materials and services for repair
and maintenance activities are not available for each Hh. However, these
materials and services include large-scale expenditures on painting and
whitewash materials and services, floor and wall covering materials and
services and small-scale expenditures on repair of plumbing, replacement of
windowpane, etc. Monetary values and material amounts of RM expenditures
are available for overall Turkey, urban and rural areas (See Appendix A).

As ‘Hh Income and Consumption Expenditures Survey' (1994) reveals, Hhs
expenditure on repair and maintenance has a share of 7 per cent (24 trillion 695
billion TL in 1994 values) in the total housing expenditures for overall Turkey. 77
per cent (18 trillion 899 billion TL in 1994 values) of the total RM expenditure is
estimated to materialize in urban areas. Approximately 32 per cent of this
amount in urban areas is for new materials whereas 68 per cent of it is spent for
regular repair and maintenance services. Inadequacy of data is the lack of
details of RM activities for each Hh. Thus, it is not possible to examine the types
of investments done.
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4.4. Household Characteristics and their Affect on Reinvestment
Decisions

it is the Hhs responsibility to undertake the repair and maintenance activities in
housing stock. Hhs' reinvestment decisions for these purposes are determined
according to the changes in Hh characteristics, needs and preferences. These
changes in Hh characteristics result in the decision to move to a new house or
improve the existing one. To observe the effects of different Hh characteristics
on reinvestment decisions ‘Hh income’, ‘ownership status’, ‘length of stay’, ‘age
of Hh head’, ‘Hh size’ variables are examined.

Main questions investigated are:

= Does level of reinvestment increase with increasing Hh income?

» Do reinvestments of tenant Hhs differ in level and quality relative to
reinvestments of owners? Are there any investments for adjustment
purposes?

= Are changes in Hhs life cycle reflected in the reinvestments? Can low levels
of reinvestment be expected for old aged Hhs?

= Do different compositions of Hhs result in different types of reinvestments?

4.4.1. Hh Income

Hh income is the main variable that determines the living standards of Hhs.
Usually low-income levels are expected to accompany low reinvestment levels.
To observe the distribution of incomes and RM expenditures Table 4.5 and
Graph 4.2 are prepared. The values in the 8™ column of the table (the ratio of
RM expenditures to income - E/l) are obtained from the values in the 5" and 3™
columns.

Both Hh income and RM expenditures are expressed monthly in the database in
monetary units (TL). When Hhs are ordered with respect to their incomes, the
average RM expenditure of the highest quintile is approximately 3.5 times of the
Hhs at the lowest quintile (from 390 to 1 423 thousand TL). Where as the
average income of the former is 7.5 times of latter (from 4 697 to 34 656
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thousand TL). Hhs’ RM expenditures are observed to be less variable with
respect to incomes (See Appendix B, Table B.1 for average income and

expenditures of Hhs in 10 % income quintiles).

Table 4.5: Hh Income and RM Expenditures According to Income Quintiles.

Average

Average

Share in b Total Share in E/I
Income | Number | Income Expenditure| . .

s Income Expenditure |Expenditure| (/000)
Quintiles| of Hhs ((Jog3 ;I'L) % (00(% )TL) (Million TL) % (513)
Lowest | 659 4697 6.1 390 257 10.9 83

Low 660 8244 | 108 445 293 12.4 54
Medium| 660 | 11789 | 155 545 360 15.2 46
High 660 | 16953 | 22.2 778 514 21.8 46
| Highest| 659 | 34656 | 45.4 1423 938 39.7 41
Total | 3298 | 15265 | 100.0 716 2362 100.0 47
(Source: Derived from SIS, 1994, HhiICES)
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Graph 4.2: Average RM Expenditures and Incomes and the Ratio of RM
Expenditures to Income - E/l (Source: Derived from SIS, 1994, HhICES).
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In Graph 4.2, moving from the lowest quintile to highest quintile on the income
scale, the average expenditures of Hhs are steadily increasing. However, E/l is
higher in the lowest quintile and steadily decreasing. This means that when low-
income Hhs decide to reinvest in housing with repairs and maintenance
purposes they have to allocate a larger share from their budget with respect to
high-income Hhs. It is a fact that RM expenditures differ from vital expenditures
such as food and clothing. Thus, low-income Hhs may tend to avoid RM
expenditures as much as possible. Discussions in the literature reveals that
usually there is a match between low-income Hhs and poor housing conditions.
Thus, disinvestments in the lower end of the housing stock mean worsening of
living conditions for low-income Hhs, and owing to higher losses from this end of
the stock, their housing options will be reduced.

4.4.2. Ownership Status

Ownership status of the dwelling affects reinvestment decisions to materialize
and scale and quality of investments. Tenant Hhs are expected to have lower
reinvestment levels in housing.

Table 4.6 displays the distribution of Hhs, RM expenditures and incomes for
each ownership status. In Turkey, State housing policies promote
homeownership. Almost all of the rental housing stock in Turkey is supplied by
private sector and owned by Hhs. According to ‘Hh income and Consumption
Expenditures Survey’ in 1994 approximately 58 per cent of all Hhs living in
urban areas are owner-occupiers, and only 32 per cent are tenants. 63 per cent
of the investing Hhs are owner-occupiers and 27 per cent are tenants.

Accoding to Table 4.6 owner-occupiers’ total and average RM expenditures,
share in expenditure and income are higher than tenants’. Even though the
average income levels do not differ much, owners’ average expenditure is 2.5
times greater than tenants’.
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To observe the Hh distributions and distribution of expenditures of owner-

occupiers and tenants in different income categories Graph 4.3 and 4.4 are
prepared.

500
400 o e Owner-ochpiers
£
% 300
5 \ Tenants
=z —n
100
O T | T T T =T T
5000 10000 15000 20000 25000 30000 35000
Lowest Low Medium High Highest
Average Income (000 TL)

Graph 4.3: Number of Hhs and Average Incomes According to Ownership
Status (Derived from SIS, 1994, HhIiCES).

Graph 4.3 displays that moving from the lowest quintile to highest quintile on the
income scale number of owner-occupiers is steadily increasing, reverse is true
for tenants in similar ratios. Such a distribution may be a reflection of the real
distribution in overall country. Analysis of all urban Hhs in the database displays
that rate of owner-occupation increases while moving from the lowest quintile to

highest quintile, ratio of tenants is observed to decline in the same direction
(Sariogiu, 2001).
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Graph 4.4: Average Expenditures and Average Incomes According to
Ownership Status (Derived from SIS, 1994, HhICES).

Graph 4.4 reveals that, owner-occupiers’ average repair and maintenance
expenditures are higher than tenants’ in all income categories and much
sensitive to income changes (See also Appendix B, Table B.2 for distributions in
10% income quintiles). Tenant Hhs usually perceive their dwellings as
temporary and avoid large-scale investments. Instead, they only undertake the
necessary repairs. This implies a danger of disinvestments in rental stock, which
could result in poor housing conditions for tenants.

4.4.21. Length of Stay

When Hhs move to a new house RM expenditure following the move is usually
associated with adjustment purposes. In time, changes occur in the Hhs life
cycle and also physical deterioration settles with the aging of the building. In
both cases, reinvestments in housing are expected to materialize. In the
database, length of stay is available only for tenant Hhs. Since the data on
expenditures is given monthly, support for adjustment investments may be
obtained by examining the tenant Hhs who reside in the housing for one year or
less (Graph 4.5).
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Graph 4.5: Average RM Expenditures for Tenants with Twelve-months or Less
Length of Stay (Derived from SIS, 1994, HhICES).

Highest average expenditures are observed during the first month of stay,
where expenditures are 7 times greater than the next highest expenditure group
(Hhs with twelve-months of stay). This result supports the existence of
adjustment investments.

Analysis reveals that first months’ expenditures of tenants have a 7 per cent
share in total RM expenditures. This ratio is 26 per cent in first year. When
tenant Hhs rent a house, besides the expenditures pertaining to move, deposits
and advance payments, they are also expending for adjustment purposes.
Generally, tenants have shorter length of stay in comparison to owner-
occupiers, which means, in fact, adjustment investments are disadvantageous
for tenants.

4.4.3. Age of Household Head

Different age groups have varying approaches to reinvestment in housing. This
usually depends on the levels of income earned at the different stages of life

66



commanding distinct necessities. In addition, older Hhs are usually reluctant to
repairs work due to higher vulnerability to disorder.

To represent different age groups, age of Hh head variable is employed. In the
analysis, Hhs are grouped into eight cohorts starting from 15-24 age group to 85
years and more. Table 4.7 displays the distribution of Hhs, RM expenditures
and incomes in age cohorts.

When the ratio of reinvesting Hhs for each age group is investigated (Table 4.7,
column 10), the first two and last two cohorts (youngest and oldest Hh heads)
are observed to have the lowest ratios. Only 12 per cent of the youngest group
and 14 per cent of the oldest group whereas 20 per cent of 45-54 and 55-64 age
groups have RM expenditures.

Even though the percentage of the investing Hhs within these groups are low,
the two outliers (first and last cohorts) with respect to average expenditures
reveal the highest reinvestment levels. 43 per cent of 15-24 age group is owner-
occupiers. High levels of investments may be an outcome of ownership in young
age. When the RM expenditures of owner-occupiers is examined with respect to
income quintiles and age groups, highest investment levels for 15-24 age group
is observed in the highest income quintiles affecting the average RM
expenditures for 15-24 age category (See Appendix B Table B.6).

Hh heads who are 85 or more have the highest average income among other
age groups. All of these Hhs are owner-occupiers. High levels of investments
can be explained with respect to their income and ownership status. In most
cases such investments could be based on long-term ownership and availability
of new material and comfort rising installations. In addition, analysis reveals that
these Hhs are composed of at least 3 people, which implies a possibility of a
younger person living with parents who could deal with the repair and
maintenance work (See Appendix B, Table B.8).

67



(Asning ssunyipuadxg uodwnsuoy) pue sWodU| PiOYasnoH ‘661 ‘SIS WOl paAUe( :82inosg)

YA 4 8l €9 0’00} g9Cc Gl e 0g 0°00} 91l c9EC 862 € [ejoL
8¢e 141 00!} ¥0 ¢lv 62 LL €0 gLl 1 L 9 +G8
FA4 9l €8 i l8E Gl 14%1° % €CL 9C o ¥8-G.
13°] 6l 68 'S 120 €l €8¢ z9 699 yA4" 0ce ¥.-69
9g 0¢ o8 gvi 169 ¥1 09g L ¥l [44°] iy 106 ¥o-gS
cs 474 Ll 6'¢e qoe L1 Ges Ll 1'g¢ 68 ¥65 999 14 %14
8t 6l 1435} 6'EE 8Sy 9l 160 L1 Vi g29 A 4] 9e0 | ¥i-Ge
1214 9i 6€ 8’61 €5t €1 066 €6} £09 FA®i4 8G. re-gc
/8 cl 1974 Ll eel Ll ge8 1€ 696 1592 57 141
sUH (%) (7L 000) |[(7L uoniN) (%) (1L 000) {(7.Luolw) |-
{000/ 113 |Bunseaulsy Qo_nmooo Aﬁw M.Mooc_ auloou| awoou| |ainjipuedxgjeiniipuedxdelnypusdxgy ._Mc_.. n umm_._m
XA -JaumQ | 8leys ebelony |ejol uleseys | ebeieay |ejol J0 JequnN | UH Jo eby

"dnoig) aby yoes 10} sawoou| pue sainypuadxy ;2 ¥ slqel

68



When the marginal cohorts (youngest and oldest Hh heads) are excluded, the
highest investment levels are observed in the 44-54 and 55-64 age groups.
Graph 4.6 displays the average expenditures and incomes for 25-84 age
groups.
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Graph 4.6: Average RM Expenditures and Incomes for Age Groups (Derived
from SIS, 1994, HhiCES).

Changes in Hh characteristics may be most probably observed in 45-54 and 55-
64 age groups. Mean Hh size of 45-54 and 55-64 age groups are 4.4 and 3.75
person respectively. These groups have high owner-occupation ratios (77% and
86% respectively). Moreover, when all urban Hhs are examined, average age of
owner-occupiers is observed to be 47.31 (Sanoglu, 2001). Thus, entry to
homeownership and changes in Hh compositions may result in different needs
and preferences of Hhs and therefore RM expenditures.
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4.4.4. Hh size

Hhs, of different compositions, are expected to differ in the use of housing

space. Table 4.8 is prepared to examine the distribution of expenditures and
incomes.

The ratio of reinvesting Hhs is higher within Hhs composed of 4 or less people.
When per capita expenditures and incomes are examined, it is observed that
both value tend to decrease with increases in Hh size. Average expenditures of
different Hh size categories do not vary much, however when Hh size is odd
(i.e. 1,3) average expenditures are observed to be relatively higher. However,
owner-occupiers’ ratio and distribution of expenditures according to income
quintiles do not display a significant distribution to explain these variations (See
Appendix B, Table B.9, B.10). When RM expenditures are examined according
to Hh size and ownership status it is observed that relatively high RM
expenditures are emerged in Hh groups with ownership status is either public
accommodation and other category or owner-occupation.
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4.4.5. Evaluation of Household Characteristics and their Affect on

Reinvestment Decisions

Table 4.9 Comparison of Hhs having RM expenditures and do not have RM

expenditures
Hh Characteristics Hhs wnth RM Hhs without RM
expenditures expenditures
Average Hh Income (000 TL) 15 265 10 558
Rate of Owner-occupiers %63 %57
Average Length of Stay 41 months 40 months
Average Hh Age 443 42.7
Average Hh Size 4.2 \ 4.5

Table 4.9 displays that average income of the Hhs having RM expenditures
is 1.5 times the average income of the Hhs who don’'t have RM
expenditures. Moreover, analysis reveals that level of reinvestments is
significantly increasing with increasing Hh incomes. This implies a
relationship between income and RM expenditures. Association analysis
between Hh income and RM expenditures variables reveals that there is a
significant relationship in the positive direction between RM expenditures
and Hh income with a coefficient of 0.21 (See Appendix C for association
analysis). RM expenditures constitute high shares in low-income Hhs budget
in absolute values. RM expenditures may be seen usually not very vital such
as expenditures on food or clothing. Thus, if investment does not emerge as
a necessity, low-income Hhs may tend to delay this type of expenditures.
This means emergence of higher repair outlays for future. It is a fact that
usually there is a match between poor housing conditions and low-income
Hhs. This implies the danger of disinvestments and losses from this end of
the stock. '

According to Table 4.9 rate of owner-occupiers is higher in the first group,
that of, Hhs having RM expenditures. Association analysis reveals that there
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is a significant relationship between ownership status and RM expenditures
with a coefficient of 0.20 (See Appendix C for association analysis). Owner-
occupiers’ and tenants’ perception of their dwellings are different. This
difference in their viewpoints may be reflected in their reinvestment
decisions. Analysis reveals that tenants’ irrespective of their income groups
have low levels of reinvestments. This may imply the fact that they are
undertaking only minor repairs and leaving the large-scale works to owner,
probably resulting in poor housing conditions in rental housing stock.
Tenants’ high level of expenditures in the first month reveals the existence of
adjustment investments. When the short length of stays for tenants’ with
respect to owners are considered adjustment investments are in fact
disadvantageous to tenant Hhs.

Comparison of average Hh age from Table 4.9 displays that there is no
significant difference between Hhs having RM expenditures and who don’t
have RM expenditures. However, within reinvesting Hhs different age
groups are observed to have distinct reinvestment expenditures. This is
usually related to the different ownership and income patterns emerging in
each life cycle. When reinvestment patterns of age groups are examined for
owner-occupiers, general reinvestment patterns are observed to be similar
to owner-occupiers’ investments (Appendix A Table B.5, B.6). Association
analysis reveals that age of Hh head is significantly associated with RM
expenditures, however association coefficients are very small indicating a
fairly weak relationship (See Appendix C for association analysis).

Table 4.9 displays similar average Hh size for both groups. Analysis reveals
that there is not a significant variation in average expenditures among
different size categories. Per capita incomes and expenditures are
decreasing with increasing Hh size. Crowded houses may be considered to
experience high rates of deterioration, thus housing occupied by larger Hhs
may be argued more likely to be in poorer conditions. Association analysis
reveals that there is a significant association between Hh size and RM
expenditures in negative direction, however association coefficients are very
small (See Appendix C for association analysis).
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4.5. Dwelling and Neighbourhood Characteristics and their Affect on
Reinvestment Decisions

Besides Hhs characteristics, factors affecting Hhs’ reinvestment decisions may
also be related to dwelling and neighbourhood characteristics. Physical
obsolescence due to aging may result in Hhs’ reinvestments in housing whereas
size and type of their dwelling unit may determine the type and scale of
necessary investments. Any negative perception about neighbourhood may
prevent reinvestments in housing. To observe the effects of dwelling and
neighbourhood characteristics on reinvestment decisions ‘age of the building’,
‘size of the building’, ‘type of the dwelling’, ‘neighbourhood characteristics’
variables are examined.

Main questions investigated are:

= Do level of reinvestments increase with increasing age of building?

= Do level of reinvestments increase with increasing size of the dwelling?

= Do Hhs with different dwelling types in stock differ in reinvestments?

» Do Hhs living in developed neighborhoods make high levels of
reinvestments?

4.5.1. Age of the building

The physical state of housing is dependent on the original standards of
construction, wear and tear resuiting from age of the building and Hhs' use,
existence of adequate maintenance and rehabilitation. Age of the dwelling
reflects both the construction technology of the period, and gives broad-
information on deterioration due to aging. Thus, necessity of reinvestment is
higher with age as well as the need to improve and adapt buildings for new
technologies.

In the database used, age of the dwelling unit is given in four categories: pre-
1950 stock, 1951-1974, 1975-1984, post-1985 stock.
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In Table 4.10 it is observed that both the average income and expenditures of
Hhs living in the newly built stock is 1.3 times of the Hhs living in the older stock.
Reinvestments do not differ much in terms of average expenditures in different
age groups of buildings, this may be due to a number of reasons, distributions of
similar rates of owner-occupiers, similar income levels of Hhs, similar average
utilized space of dwellings are among them. However, post-1985 stock has the
highest ratio of reinvested units, and highest average expenditures, on the
contrary to the expected outcomes. This implies a danger of disinvestments in
the aged stock.

Most significant outcome of the analysis is that, the lowest levels of
reinvestments usually take place where there is a match between aged stock
and low-income Hhs (Appendix B, Table B.12). This points to the danger of
disinvestments and possible losses in this type of stock and could imply
locational problems. ’

4.5.2. Size of the dwelling
Size of the dwelling has an effect on both the scale and the intensity of
reinvestments. More investments can be expected in larger dweliing units. Table

4.11 displays the distributions of expenditures and incomes for different size
categories.

76



(Aemung sainypuadxg uoldwnsuo) pue awodu) ployssnoH ‘v661 ‘SIS Wolj paaueg “wo_:o,mv

8l €9 0°004 G9Z Gl 0°00} 1) 29e e 862 € fejoL
ve £ g2 091 82 00 y89 | 9cZ 07 | ey s
A4 09 ¥'02 ¥10 02 V6l z68 85¥ pLs W bs epL-0ZL
0z 59 0'62 160 9L 0've 929 19§ 906  |{wbseLL-00L
gl 59 6'le €69 €1 o'LE L£9 Lyl viL L w bs 66-08
] 95 €6 €8l 0l eel 089 el Loy w bs 62-09
o4 €5 gl 188 L L 68¢ ov 0h | youn o
peronien | sioioso | (99O | Gicall | mypiedc | anipusces | simpusda | | S| Butena
Jo 9, ~1I3UMQO : obeiany ui aseys abelony ejol :

‘Buijemq 8y} jo 9zig 0} BuipiodoYy seWwoou| pue sainypuadxg jo uonngusicy i L'y sjqel

77



Average income of Hhs living in the largest stock is approximately 3.8 times the
average income of Hhs living in the smallest units where average expenditure of
former is 4.3 times of the latter. Ratio of owner-occupiers is 73 per cent in the
largest stock whereas it falls down to 53 per cent in the stock of smallest units.
The ratio of reinvested units displays that the stock of smallest units (smaller
than 60 sq m, 60-79 sq m or 1-2 roomed dwellings) have the lowest ratios. With
the increasing size of the dwelling, ratio of reinvested units is also slightly
increasing. This may be a result of the parallel increase in the rate of owner-
occupiers and average incomes. Moreover, increasing size of the dwelling is
accompanied by decreasing age of the building (See Appendix B, Graph B.1)
and increasing levels of reinvestments. This again implies a danger of
disinvestments in aged stock especially in smaller dwellings.

4.5.3. Type of the dwelling

Dwelling categories affect the costs and type of investments. Rehabilitation work
undertaken in a single-family house will not be identical to an apartment flat in
terms of type and the cost of the investments.

For all urban areas, detached houses and flats in apartment blocks form 49 and
46 per cent of stock respectively. Houses are defined by SIS as buildings
containing one or two dwelling units for residence. Whereas apartment buildings
contain three or more dwelling units (SIS, 1999). Among the Hhs with RM
expenditures, Hhs living in apartment blocks forms 64% of the database.

In Table 4.12 in addition to the major types of dwellings (squatter, houses,
apartment blocks), apartment blocks are available in detail from basement to
roof floors. As Table 4.12 reveals squatter housing, houses and apartment
blocks reveal the highest average expenditures. For this set of Hhs owner-
occupiers ratios are 72 per cent for squatters, 70 per cent for houses and 59 per
cent for apartments. When % of reinvested units are considered, apartment
stock have the highest ratios. Among the apartment stock it is the roof floors,
which displays highest ratios of reinvested units however, average expenditures
of this gfoup is not high relative to other groups. o
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4.5.4. Neighbourhood characteristics

Hhs' perception of their neighborhood is another factor that have effects on
reinvestment decisions. If the neighborhood is believed to be declining in values
or to have an insecure future, Hhs may choose to move rather than to stay and
reinvest.

In the database, districts are categorized into three as ‘developed’,
‘undeveloped’ and ‘squatter’ neighborhoods. This classification is made by SIS
for ‘developed’ and ‘undeveloped’ areas depending on the criteria such as
distance to shopping, trade or tourism centers, transportation facilities and rent
levels of housing. An area is identified as a ‘squatter’ district when buildings are
constructed without permit on public or private land (SIS, 1997).

Table 4.13 reveals that highest average investment levels are observed in
‘squatter areas although the Hhs living in these areas have the lowest average
inbome among other groups. Rate of owner-occupiers for Hhs in ‘squatter’ areas
is 76 per cent, for ‘undeveloped’ areas 68 per cent, for ‘developed’ areas 59 per
cent. About 1/3 of tenancy is common in developed areas mostly occupied by
blocks of flats develobed by means of the ‘appurtenance’ process (Balamir,
1996). Average income of Hhs’ living in ‘developed’ areas is 1.5 times that of
Hhs’ in ‘undeveloped’ areas. These differences in ownership status and income
levels are not necessarily reflected in the average expenditure levels of Hhs.

Hhs' in ‘squatter’ areas are special cases, which ‘haveh to be considered as a
distinct study area. Usually, lower expenditures in housing are expected in
areas, which have no secure future. But in Turkey, high expectations of tenure
security prevail in ‘squatter’ areas, and expenditures in these units are probably
for additional rooms, interior toilets, improvement of kitchens etc., which are
relatively high-cost undertakings compared to initial outlays. Moreover, high
levels of RM expenditures materialize in the highest income groups for squatter
areas (See Appendix B, Table B.13).
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4.5.5. Evaluation of Dwelling and Neighbourhood Characteristics and

their Affect on Reinvestment Decisions

Table 4.14 Comparison of Hhs having RM expenditures and do not have RM

expenditures
Dweliing and Hhs with RM Hhs without RM
Neighbourhood expenditures expenditures
Characteristics
' Oldest . Oldest .

Age of Building Stock Ne\g//‘l)% 5B uit Stock Nev;l%oB uit
%2.3 %4 °

Average Size of

Buiding 98.6 92.3
- Houses | Apartments Houses | Apartments

Type of Building | o3 %64 %53 %42

Neighbourhood | Developed | Undeveloped | Developed | Undeveloped

Characteristics %60 %36 %41 %54

As displayed in Table 4.3 and Graph 4.1 with increasing age of the building
necessity of reinvestments increase in terms of types and scale. However,
analysis reveals that contrary to the expectations it is the newly built stock,
which attracts reinvestments. Moreover, comparison in Table 4.14 between
the Hhs with and without RM expenditures supports this fact. This implies a
danger of disinvestments in aged stock especially where there is a match
between low-income Hhs and aged stock. This could also imply locational
problems. Analysis of association reveals that there is a significant
relationship between the age of the building and RM expenditures, however
having a relatively small coefficient of 0.12 (See Appendix C for association
analysis). )
As Table 4.14 displays, average size of reinvested units are greater than the
disinvested units. Association analysis reveals that there is a significant
positive relationship between size of the dwelling and RM expenditures
(0.11). Moreover, disinvestments are usually observed to emerge in the old
aged smallest units. This implies locational problems in the case of
concentrations of this type of stock.
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o With respect to average expenditures squatter houses reveals the highest
levels of reinvestments, however percentage of reinvested units displays
that apartment blocks attracts more investments in terms of numbers.
Association analysis reveals that there is a significant relationship between
type of the dwelling and RM expenditures (0.18).

o Table 4.14 displays that undeveloped areas may suffer from disinvestments.
In terms of average expenditures squatter areas reveals the highest
investments, however it is the developed areas, which attract the higher
number of reinvestments. Association analysis reveals that there is a
significant relationship between neighbourhood characteristics and RM
expenditures with a coefficient of 0.13 (See Appendix C for association
analysis).

4.6. The Construction Industry; and Material and Components Industry:
The Background to Market Changes

At the beginning, in 1950s, construction sector tried to meet the housing and
infrastructure demand of internal market. Small entrepreneurs were active in
housing sector whereas relatively large ones took place in infrastructure field.
After the first petroleum crises in 1974, with a narrower internal market, medium
and large-scale entrepreneurs directed to petroleum rich countries and
developed their construction technologies, made their field of work varied and
became competitive in international markets (National Report and Action Plan,
1996).

After the 1980s with the removal of constraints on imports and foreign currency,
various types of construction materials become abundant in the market.
Construction sector bought patents of many new technologies or know-how and
started to accelerate its production and quality (Sey; 1998).

Parallel to the developments in construction sector, construction materials
industry displayed a significant development. According to Organization of
Construction Materials Industry (National Report and Action Plan, 1996),
approximately 5 000 institutions participating in this sector are producing 350
types of construction materials in compatible standards in global markets.
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As Keles (2002) states, investments in construction indusiry have a share of
60% among all investments in overall country. 70 % of these investments are for
the construction materials. According to Istanbul Chambers of Industry, among
the largest 500 industrial organizations in year 2000 there are 78 construction
material firms (http://www.imsad.org).

Progress in construction technology and availability of various construction
materials create a demand for the adaptation and improvement of urban areas.
Moreover, existence of various materials and components and experienced
labor at agreeable costs affect Hhs' reinvestment decisions in housing.

' The database employed here is accessed only with special permission of SIS. This
database was first employed in the CP 501-502 City Planning Master’s Studio Project in
2000-2001, and in May 2002 a paper on this subject was presented in the Housing
Congress of Chambers of City Planners in Istanbul, later on in September 2002 another
paper was presented in Coimbra, Portugal and published in the conference proceedings
of XXX IAHS World Congress on Housing by International Association for Housing
Science.
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CHAPTER §

CONCLUSION

5.1. Definition of the Problems

In most economies Hhs are the main decision makers of reinvestments and
Turkey is no exception in this respect. However, analysis of the 1994 ‘Hh
Income and Consumption Expenditures’ reveals that some Hh groups and
housing stock may be denoted as problematic when the case is reinvestments
in housing.

o Low-income Hhs

Repairs and maintenance expenditures constitute high shares in low-income
Hhs' budget relative to other Hhs. Low-income Hhs may not perceive these
expenditures as vital compared to expenditures on food or could not give priority
to the issue even they recognize the necessity. Hhs’ tendency to delay this type
of expenditures may result .in higher repair outlays for future. Moreover, this
could result in poorer living conditions for those Hhs and losses from this end of
the stock. Concentrations of low-income Hh$ in poor quality housing in a
neighbourhood imply locational problems and a probability of decline in the
whole area.

o Rental stock

Analysis reveals that reinvestments in the rental stock are minor relative to
owners’ investment volumes. Tenants perceive their dwellings temporary and
avoid doing large-scale investments. Tenants are more mobile relative to
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owners thus, moving to a new house may be preferred by tenants rather than
improving the existing housing. Disinvestments in rental stock may result in poor
housing conditions for tenants and losses from this type of stock will reduce
tenants’ housing options.

+ Over-occupied stock

Another problematic group can be identified as over-occupied stock. There is an
inverse relationship between Hh size and RM expenditures. Moreover, per
capita income is decreasing with increasing Hh size constraining the
expenditures of Hhs. It is a fact that crowded houses experience higher rates of
deterioration, thus housing occupied by larger Hhs may be considered as
problematic for reinvestments.

o Aged stock

Necessity for reinvestments is intensified with the age of the buildings. However,
analyses reveal that it is the newly built stock, which attracts reinvestments.
Moreover, lower levels of reinvestments are observed in the higher rates of
aged dwellings occupied by low-income Hhs. Thus, concentrations of this type
of stock in neighbourhoods may result in the decline of whole neighbourhoods.

¢ Declining Neighbourhoods

Finally it is the neighbourhoods in poorer conditions, which may suffer from
disinvestments. Perception of the environment affect expectations of Hhs, the
decision of reinvestments and the level of expenditures. This may result in
declining neighbourhoods to become continuously in poorer conditions.

In addition to the problems that arise from Hhs' conditions, there are also
problems that result due to the absence of necessary laws and legal
mechanisms to ensure the repair and maintenance of the existing housing
stock.
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In Turkey no policy exists to encourage and facilitate reinvestment decisions
and to channel the existing investment tendencies to ensure the survival of the
housing stock. According to SIS, in 1994 estimated expenditures on
reinvestments in Turkey is approximately 24 trillion 695 billion TL. This amounts
to 7 per cent of total value of new housing constructions in 1994. Moreover, with
these reinvestment levels it was possible to construct approximately 38 400 new
dwelling units in 1994 (SIS, Construction Statistics, 1995). This reveals that
there is a potential for reinvestments in housing. However, lack of policies to
channel and guide reinvestments constitute a significant problem.

Moreover, urban planning legislation totally ignored the concept of
comprehensive rehabilitation and preservation of asset value of the existing
housing stock. New development rather than reinvestments and rehabilitation
have been the primary concemn of planning. Furthermore, there is no defined
role for local authorities in the issues of rehabilitation and renewal. However, it is
the local authorities that could accurately determine problems and necessities
and implement projects in the local scale. In addition to the discarded framework
for planned rehabilitation and renewal, existing laws are sometimes obstacles to
reinvestment and rehabilitation.

5.2. Evaluation of Policy Options

There are a number of reasons and contexts to implement encouraging and
promoting policies for reinvestments in housing. The first is the collective
renewal projects. Collective renewal projects have some advantages in terms of
scale economies, opportunity to intervene in residential and non residential
functions and problems like traffic, infrastructure etc. In this respect collective
renewal projects may be adopted to remove locational problems and to benefit
from local opportunities.

Second one is the reinvestment related to gentrification process. Declined or
declining areas, which are hardly possible to renew or rehabilitate with the
existing mechanisms, can be rehabilitated by the help of policies to attract high
income Hhs to these areas, in other words by promoting gentrification. In this
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case displacement of original population, especially low-income Hhs, is faced
and new possibilities for settlement have to be considered.

Third one can be defined as the suitable market conditions. From the supply
point of view, changing technology, variety of construction materials and prices
are the factors that support reinvestments. On the demand side, changing
fashions, trends, and necessities have effects on reinvestments. Market
conditions can be adopted as a tool to encourage reinvestments especially in
the inferior stock that lacks amenities and comforts.

In Turkey, reinvestment and rehabilitation issues become a primary concemn of
planning in the context of 1999 earthquakes in Marmara Region. However,
many other contexts and justifications of reinvestment and rehabilitation needs
are mentioned in Chapter 1. Existence of earthquake vulnerabilities in most of
the urban settlements in Turkey, in fact, creates opportunities to develop and
implement reinvestment and rehabilitation policies. In additon to the
reinvestment and rehabilitation policies for strengthening the existing hbusing
stock to reduce seismic risks other aspects of policy for improving standards in
living environments could be developed.

A comprehensive policy of reinvestment and rehabilitation in urban housing
environments is a current necessity in Turkey. Objectives of policies are
expected to cover the following issues:

1. Objectives of the housing policies can no longer be solely providing
accommodation by new construction. The policies have to consider the
reinvestments and rehabilitation to improve the standards in the existing
housing stock and to provide safer living environments.

2. Determination of Hhs having problems of reinvesting in housing and to
develop mechanisms to cope with these situations.

3. To facilitate reinvestments and rehabilitation in housing to ensure the
survival of the existing housing stock.
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4. To attract the interests of private sector investments in rehabilitation
projects.

5. To encourage private firms, which can be specialized in the reinvestment
and rehabilitation work.

The significant point for policies has to be prevention of the problems in the
existing housing stock, rather than attempts to cure. it is a fact that both
preventive and curative policies are necessary to achieve quality of life and
safety in living environments. Preventive policies could cover the issue from the
beginning of housing production. There must be some determined standards
both for housing and its environments to obtain quality and safety. Once being
produced housing areas could not be left to continuous deterioration and
decline. There should be regulations to ensure repair and maintenance activities
and to determine the types of activities. Municipalities could be involved in the
process as the controllers of the state of housing and could intervene when
necessary. Curative policies could facilita’ie reinvestments for problematic Hhs.
These may cover construction material aid, technical advisory, aid in
organization of rehabilitation work, tax exemptions, improvement of open
spaces, implementation of pilot projects etc.

In this respect policy options for problematic Hhs and the stock may be as
follows:

¢ Low-Income Hhs

Policies could aim to facilitate reinvestments of low-income Hhs. This aim may
be achieved by construction material aid, technical advisory to help these
groups to detect and undertake the necessary work on their own, aid in
organization of rehabilitation work (project preparation for large-scale work) and
in some cases direct monetary aid. However, direct monetary aid may
encourage Hhs to disinvest in their housing, rising their expectations from
publicly supplied aids. Thus, monetary aids have to be paid back and not be
given as donations.

89



On the other hand, it may be argued that facilitating reinvestments may not be
sufficient to guarantee the sustainability of repairs and maintenance of areas
where concentrations of low-income Hhs in poor housing conditions exist. In this
case a policy option may be ensuring reinvestments by attracting high-income
Hhs’ interests in the area, in other words supporting gentrification to some
extend. In this process gentrification have to be controlled to avoid invasion of
whole neighbourhood and totally displacement of local community.

¢ Rental stock

To ensure reinvestments in rental housing stock, policies could target both
tenants and homeowners. If reinvestments are done by homeowners repairs
and maintenance expenditures may be exempted from income tax of
homeowners. In this case some measures have to be taken to protect tenants
from speculative rent increases. On the other hand, if tenants undertake
reinvestments, there may be some legal guarantee to ensure these Hhs to stay
in that dwelling unit for a specified time period depending on the scale of their
investments in the existing housing.

« Over-occupied stock

Problem of disinvestments in the over-occupied stock mainly depends on two
issues. The first is the decreasing income level with increasing Hh size, thus
one of the policy options in such cases may again to facilitate reinvestments by
aids similar to low-income Hhs. The second is the higher rates of deterioration in
crowded houses. In such cases to prevent or to slow down deterioration, a
policy option may be to ensure more efficient utilisation of the housing stock. If
the match of small houses with large Hhs and large houses with small Hhs may
be prevented to some extend this may slow down the effects of deterioration.

e Aged stock

In case of concentrations of aged stock in neighbourhoods, a policy option could
be intervention in neighbourhood scale within collective rehabilitation and/or
renewal projects. Local authorities may improve open spaces and amenities in
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such neighbourhood to encourage Hhs' reinvestments. Moreover, local
authorities may specify types of investments to be undertaken to improve the
standards of the existing housing areas. Reinvestments in the aged stock may
be encouraged by the interventions in construction materials and component
markets. Availability of comfort rising amenities in agreeable prices may
encourage Hhs reinvestments.

o Declining Neighbourhoods

Local authorities may attract private investments in the area by implementing
pilot projects. Again partial gentrification may be another policy option. Attracting
investments in the area may change expectations of Hhs from that
neighbourhood.

To achieve the objectives and to design policies a number of arrangements in
legislations are required for a comprehensive policy and a framework for
coordinated rehabilitation and renewal in urban environments. These
arrangements can be summarized as follows:

e The concept of comprehensive reinvestment and rehabilitation has to be
defined in the Development Law. As Balamir (2002) denotes,
comprehensive rehabilitation and renewal projects must perceive the urban
environment as an integrated unit consisting of physical environment, private
and public ownerships, infrastructures and open spaces. Thus, Development
Law's existing parcel based approach has to be modified first.

* Viewpoint of Development Law considering solely the external appearances -
and aesthetical harmony of the existing housing stock have to be modified
(article 21). Determination of standards and rules with the purpose of
sustaining resistance and soundness of the stock and improving
environmental quality and safety in housing areas have to be adopted. A
regulation concerning repairs and maintenance of the existing housing could
be developed.
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Local authorities, especially municipalities are the most appropriate units to
supervise the comprehensive reinvestment and rehabilitation projects. Thus,
their role has to be defined in the Law of Municipalities. Municipalities can
be the controllers of the physical state of the stock and could have the
power for intervention to obtain structural soundness of the stock
(modifications in the article 39 of Development Law).

Municipalities could implement pilot projects to encourage Hhs’
reinvestments and to form some encouraging examples for private sector
investments (additions to the article 15 of Law of Municipalities). However,
public sector should not undertake all of the responsibilities and financial
liabilities, rather they should supervise and facilitate the process.

Reinvestment and rehabilitation issues demand policy solutions, which must
especially be sensitive to Hh groups who are 'most likely to suffer from
disinvestments. To facilitate Hhs’ reinvestments local authorities could offer
construction material aid, technical advisory and aid in organization of
rehabilitation work and encouragement of firms, which could specialize in
rehabilitation and maintenance work (additions to the article 15 of Law of
Municipalities).

Comprehensive rehabilitation projects require partnerships between public
and private bodies. Municipalities must be equipped with necessary
authority to be involved in such partnerships with the purpose of
implementing projects.

Flat Ownership Law requires full consent in the article 19 and decision of
majority in the article 42 for some types of repairs and modifications in the
jointly-owned parts of the buildings. It is a fact that even in the case of small
scale work, to obtain full consent or majority on decisions are difficult. Thus,
to avoid the emergence of problems in the issues of collective reinvestment
and rehabilitation, some special conditions have to be defined in the case of
these types of projects.
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53. Concluding Remarks

Since 1950s, Turkey has produced a sufficiently large pool of dwellings in a
short span of time. However, production processes of urban housing stock took
place without adequate supervision and guidance, thus usually resulted in the
high-density poor quality environments. Moreover, contrary to the ‘housing
shortage’ discourses there is an excess supply of housing accompanied by a
decline in population growth rate. Thus, major problem of the coming decades is
no longer solely increasing the quantities in housing production, but increasing
the quality and safety of urban environments. Seismic safety of urban
environments emerged as a necessity with the recent realization of earthquake
vulnerabilities in Turkish cities. Thus, reinvestment and rehabilitation policies are
current necessities of Turkey.

However, necessary tools for comprehensive reinvestment and rehabilitation
policies are absent in Turkey. No specified policies exist to preserve the asset
values of the existing housing and to prevent possible losses from the stock.
Additionally existing laws are sometimes acting as obstacles for reinvestment
and rehabilitation. Although the Hhs are the main actors of reinvestment, no
mechanisms exists to encourage or supervise Hhs and to channel existing
reinvestments in order to ensure the survival of the housing stock.

Understanding the factors affecting Hhs reinvestment decisions may create
opportunities to direct the processes of reinvestments. Moreover, awareness of
disinvestments emerging from Hh characteristics and characteristics of the
dwelling and neighbourhood could be useful for developing preventive policies.

In order to develop and implement comprehensive reinvestment and
rehabilitation projects, legal framework has to be reviewed and equipped with
the necessary powers. Existence of the earthquake vulnerabilities may be
considered as an opportunity to update planning legislations and other related
legislations to accord with the objectives of comprehensive rehabilitation
projects.
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5.4. Avenues for Further Research

Rehabilitation and reinvestment issues are seldom discussed in the Turkish
case. However, in near future the need for rehabilitation will increase. Housing
supply policies are focused in the production of new dwelling units. However,
rehabilitation of the existing housing stock can be considered as an alternative
mechanism of housing production. From this point of view examination of types
of rehabilitation work and the feasibility to undertake this work in Turkey's
conditions could provide a contribution to the field.

With the knowledge of significance of Hhs’ reinvestment decisions on the future
of housing environments it is essential to obtain detailed information about the
underlying factors of this process. Analysis developed in this study is limited
with the inadequacy of the data, thus collection of information related to Hhs’
reinvestment decision could be useful for planners and anyone dealing with
housing policies. A sample survey is developed covering some specific points
that are considered necessary for these types of analysis (See Appendix D).
Significant points for such a survey may be the information on the level of
investments, the method of finance, type and scale of the investments, Hhs
perception of the inadequacies in their dwelling units, Hhs satisfaction from their
dwelling units and neighbourhood.

To implement collective renewal and rehabilitation projects and to ensure the
sustainability of quality and safety -of urban environments new management
models should be developed other than that defined in the Flat Ownership Law
as apartment management.

Housing rehabilitation in distinct housing environments requires distinct types of
tools and mechanisms. Perception of the problem as a local one with its own
constraints and potentials is necessary to develop flexible frameworks and
adaptable mechanisms. This could have great contributions to obtain safety and
to increase the quality of life in Turkish cities.
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