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ABSTRACT

TENURE CHOICE AND DEMAND FOR HOMEOWNERSHIP IN ANKARA

Alkan, Leyla
Ph.D., Department of City and Regional Planning
Superviso Prof . Dr . Al Ter el
September 201402 pages

Housing is a basic requirement for all individuals in every country. Being one of the

main tools of urban planning, housing contains different social, economic,
psychological, and design aspects, @naktracts attention of different disciplines. A

review of the theoretical models, data, and empirical methods reveals deficiencies

in all areas of housing sector in Turkey. Especially, there is an important gap in the
literature about housing tenure choic&. new research agenda focusing on
househol dsd tenure choice is needed wit!l
this purpose. In this thesis, it is aimed to identifig timodel by focusing transition

from tenancy to homeownershigndby choosing Ankaras the case study.

The thesis has two main stepsthe first step, different economic ways of shifting
from tenancy to homeownership is examined by ughwy data ofHousehold
Budget Survey (2003) from Turkish Statistical Institute. In the secomy tie
thesis examinegffects of different soci@conomic factors on the probability of
shifting from tenancy to homeownershgnd the way in which the impact of these

drives might change with different forms of housing provisiath the help of a



survy carried out i n YResultsnohdaleulatlores shaw that ¢ a n k :
housing credits do not offarew homeownership opportunity for households who

are not able to purchase a dwelling by saving their incomes in Turkeyirst step

illustrates thathouseholds earning less than 1 000 TL per mbatre no chance to

afford a dwelling in AnkaraHowever next stepighlights a irregularmechanism

which enables these households to shift to homeowneirsfiprkey.

Keywords: Housing Tenure, HomeowneapshProbability, Housing Credits,

Housing Provision Methods, Residential Mobility
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CHAPTER 1

INTRODUCTION

The Contextand the Aimof theThesis

This thesis examines the key drives that determine the way in which households
shift from tenancyto homeownership, andhe¢ effects of different socieconomic

factors on this shift with respect to different forms of housing provision.

Housing is one of themain issues of interesh urban planningthat contains
different social, economic, psychological, and design aspszis is inevitable that
it attracts attention of different disciplines. Several sets of the literature are explored

to gan a better understanding of thesue.

One of the topics about housing that
choice.This literature provides important evidences for determination of housing

supply and policies about promotion of homeownership.

Among many other topics about housing tenure choice, a great attention is given to
economic factors. Almost all studies arghatthousing demand is both income and
price elastic. According to the most analyses in the literature, high wealth and
current income increase the probability of homeownership, and also credit
constraints are important barriers for owning a dwelling eapgcior low-
moderate income groups. Besides economic factors, also there is an important
literature on the effects of social factors on housing tenure choice. Effects of social

factors change according to the related case study areas, but there isnsusonse



that high education and having a stable job positively affect the shift from tenancy

to homeownership.

However studies about housing in Turkey show that developments in housing
markets have different dynamics from countries \ailvanced housingatket with

well functionng housing development agencies and housing finance sysfam

this reason, the models provided for these countries may not be applicable for
Turkey because it is expected that effects of secamomic factors are not much
predicable in Turkey. One of the aims of the thesis is shedding light to the effects
of these different socieconomic factors. In advanced countries there is a
systemati c relation bet ween househol dos
homeownership due to muchpagdence on mortgage credits for housing purchase.
For this reason, the demand side of housing can be predictable. This systematic
relation is not visible in Turkey. Alsoreview of theoretical studies reveals
deficiencies in the literature on housing tenghoicen this frameworkin Turkey.
Therefore, the aim of the study is to make a contribution to fill the gap in the
literature about housing tenure cholme focusingon unique dynamic®f housing
system in TurkeyThe thesis aims to reveal these dyi@nthat affect the shift from

tenancy to homeownership.

Volatile economic environment with high interest rates of mortgage credits makes

long terms housing credits costly. Despite the fact that the Mortgage Law was
enacted in 2007, it is predicted tliae law cannot totally achieve its goals as long

as interest rates remain high, and there are still important segments in the population

for whom purchasing a home is still only a dream. For this purpbiseaimed to

investigate which population segmeimire facing housing affordabiliproblemand

those that arenot facing it, by studying incomes, expenditures and savings of
households atlifferent income quintilesA new research focusing on differences

and inequality n househol ds 6edédevithihe belpofmodelst® bei s n e
developed for this purpose. In this thesis, it isadmo identify these different

dynamics of housing market in Turky choosing Ankara as the case stutlys



aimed to create a per s pechouswngstrategyrandt he ¢

expected socke@conomic trends and future demand for housing.

Main Research Questiomd the Thesis

In this concept, the thesis examines the process of shifting from tenancy to
homeownership by focusing social and economic fac®y taking into account of
quintile distribution of income groups, different economic ways of shifting are
investigated. It is aimed to evaluate the possibility of home purchase for different
income groups. Another aim of the thesis is to evaluatefteéet® of social factors

in this process. There are three basic research questions to be examined for this

purpose in this thesis.

The fir st income quinties @&wnbmiocally are able to shift from tenancy

to homeownership, and which income dquin | e s  &Vithethe melpt ad this

question it is aimed to examine the accessibility of different income groups to
homeownership. After investigating the affordability in housirg $econdand

third questions examine the process of shift. That issdoend question s fi h ow
social and economic factors affect decision of households about tenure transition,
andatwhi ch period of their |Iives househol d:
groups who are economically able to achieve this shifis amed to identify

different social dynamics which are effective in housing tenure choice in Turkey.

The third question of the study is fAhow
attributes, locations and prices differentiate across different processftrig to

h o me o w n dtisaimedpodtevaluate how the dynamics in this shift change with
respect to different | ocations and house

These three questions are investigated by two different analyses in the study



TheResearch Design and the Hypothesfethe Thesis

In the first analysis, the data is from Household Budget Survey from Turkish
Statistical InstituteThe data presents information a
allocation of household budget aiifferent consumption items including housing.

With this data, possible saving amounts are calculated for different income
quintiles, and possibility of accumulating the required equity for homeownership

which are differentiated according tenure are catedin the first part of the study.

The answer of the first question is investigated in this part of the tHdws.is,

ways of shifting from tenancy to homeownership in Turkey are investigated with
findings at this stage of the studyhe thesis aimsot clarify how the usage of

housing credits, including loa-value ratio of credits, and the share of equity of
households differ with respect to different ways of shifting from renting to
homeownershipBy considering a standard 3+1 room apartment andifferent

parts of Ankara, the variation of prices in these locations are identified, and
different ways of shifting from tenancy to homeownership are examined by
considering priceevels at eight districts( ¢ ank ay a, Ma ma k , Al t én

Eti mesgut, Sincan, Ke-i°ren, and Yeni mah

The second stage is the spatial analysis of the issues specified theoretically in the
first stageYeni mahall e and ¢ankaya di plesrof ct s o
housing developments with different forms of provisidnsurvey is carried out

with recent home buyers in Yenimahall e
probability of shifing from tenancy to homeownership. The list surveyed

dwellings is compsed ofdifferent house typegproduced by differentousing

provision methoddlt includes 38 questions about seeiconomic characteristics of
househol ds, characteristics of each h
preferences of households, and themogess of shifting from tenancy to
homeownership. Results of this survey are expected to provide information about
variation of the probability of becoming homeowners according to the forms of

provision of dwelling units. It is expected to find informatiabout which socio



economic characteristics support the decision of isgiftrom tenancy to

homeownership, and how this decision varies for different locations. Also it is
expected to find out which housing provision methods provide relatively higher
probability for homeownershipThe answers of the second and third questions are

investigated with the help of this survey.

There are a set of hypothesis related with these two stages of the study, namely:

Hypothesis 1 Credit and wealth constraints are ion@ant barriers in

homeownership for lowto-middle income groups in Turkey.

Hypothesis 2 Mortgage credits do not significantly increase the probability of
homeownership for households who are not able to purchase a dwelling because of
high interest rate leading to high debt service and low loan to value ratios in

Turkey.

Hypothesis 3 Transition to homeownership of households living in private rental
accommodation are expected to be related as much on transitory income, including
inherited wealth, ason permanent income, in addition to homeownership

opportunities provided by different forms of housing provision in Turkey.

Hypothesis 4 Forms of housing provision also affects the probability of shifting

from tenancy to homeownership for households.

Hypothesis 5 Demand forhousingin different housing submarkets in Ankara is
relatedto socioceconomic backgrounds of households as well as characteristics of

dwelling units in each submarket.

Hypothesis 6 Existence of housing submarkets with highlyfetientiated price
levels enable households with different inceame buy the preferred housing

package at the submarkets with affordable price level.



Hypothesis 7Households choose to buy housing in submarkets where households
of similar socieeconomic baracteristics live, although there may be housing
alternatives with similar attribute endowments and prices in some other submarkets.

Therefore, there is high mobility between only certain housingnsaniets.

Outline of the Chapters

The thesis hasesen chapters. After Introductioret next chapter summarizes the
literature sirvey on tenure choice and hoowenership by classifying the studies
under thee main headings. The first heading focuseseoconomic factorsoy
researching literature on wealthncome, cost savings, uncertainty, risk
considerations, institutional factors, local housing market conditions, locational
influences, household mobility and unemploymerite Becond one &boutsocial
factors including demographical factors, race antinéity. The third heading

focuses ompsychological factors.

The next chapter provides information about the theoretical framework and
hypotheses of the thesi€hapter starts with discussing the main purpose and
method of the study. As the thesis cetsbf two stages, also two different methods
are used in the study. In the first stage, different economic ways are investigated by
taking into account of utility functions of households. In the second stage effects of
different socieeconomic factors antbcation and housing package decisions of
households are evaluated by using Cox Regression Analysis. After discussing the
method of the study, hypotheses are described in more details in this chapter.

The forth chapter is a brief summary on housing seatoTurkey by taking into
account the historical developments inukimg provision anchousing tenure in

Turkey.

Chapter 5 is thdirst stage of theanaly®s of the thesis which is the allocation of

household budgets on consumption and saving in Ardaatae basis of household



budget surveys and different ways of shifting from tenancy to homeownevghip

five casesThe first case includes the assumption that households do not apply for
housing credit or borrow from other individuals. The only sodocgurchasing a
dwelling is their savings. In the second case, households can apply for housing
credit. In this case, monthly repayment potential is calculated for every income
quintiles, and total credit amounts are investigated for different time geride:

aim of this case is to analyze whether long term housing credit is an alternative
option for households who cannot purchase a dwelling by waiting until to save
sufficient amount of money. The third case also examinesong term housing
credit opton by taking into account debt to income ratio. This case makes a
comparison between two different ways of calculation of total housing credit
amounts. In the forth case, it is assumed that households may limit their
expenditure whenthey decide to pur@se a dwelling. In the last case, it is assumed
that therewill be 2 perceni ncr ease in every househol dé
last two assumptions assume to create a more optimistic environment for

purchasing a dwelling unit.

The sixthchapter is th second analysis of the thesis, and it evaluates the theoretical
results of Chapter 5 by making a research on recent homebuyers at different
locations of Ankaralt investigates the effects of different soc&oconomic factors

and housing provision methodm the probability of shifting from tenancy to
homeownershipThat is, it aims to investigate in which period of their lives
households decide to purchase a dwelling. Also, this chapter has two different
stages. In the first stage, the analyses are daoig for five different housing
acquisition method€?urchasing Dwelling from a Seller, Constructing Dwelling on
their own Plot by Contracting with a Speculative Builder, Purchasing from the
HDA, Acquisition through a HousBuilding CooperativeandAcquisition with the
Exchange ofLand. In the next step, analyses are carried for three housing
acquisition methods after exclusion @bnstructing Dwelling on their own Plot by

Contracting with a Speculative Bder and Acquisitiorwith theExchange of.and.



The las chapter concludes the thesis which provides a summary of the general
findings of the analyses in the study. Also, this chapter aims to provide discussions
for future research areas and policy proposal about housing system in Turkey.



CHAPTER 2

LITERATURE SURVEY ON TENURE CHOICE AND HOME OWNERSHIP

Housing as a commodity has a -himeeenthand c
century house property began to develop as an individual commodity that was
bought and sold and that conveyed dogmlitical and economic meaning and
power 0 ( For r esn) Asa tesult dd these diffarénOnteanings,&here

is an important literature about housing. Different disciplines provide different
studies about the concept. It becomes one ofrtbst important commodities that

both attain the attraction of individuals and the public institutions because
production and consumption processes of housing are different from other market
goods. It is a consumption good that is not amlgoncern of thendividual who

bought the dwelling, but it is in the interest of public institutions because of its fixed
location and duration. Housing is the main sector that affects the production
industry in a country because its production process affects diffeprttsectors in

the market more than the other consumption goods, and also being the main element

of the cities, it attracts the attention of town planning.

The decision of owning a home is an important one for an individual because it
involves investmeinof a large amount of money. The consumption on housing has

dual role because it can be battnsumption anéhvestment good. As a result of

this, households make decision by seeking to maximize utility by considering both

the use and investment valuehaime ownership (Hui, 2007). The consumption and

i nvest ment aspects of a household relat
househol ddéds saving decision. I n additio

spatial fixity of housing, its physical sizis necessity, and its political importance



(Forrest, et. al.,, 1990; Kan, 2000) also make the issue an interesting topic for

different disciplines.

This chapter reviews the literature on homeownership and housing tenure choice.
Households face the postity of moving home several times over their life cycles.
Marit al status of household member s,
cultural and social factors, government policies and economic conditions of the
country are some of the determinantsemure choice and homeownership during
the lifetime of households. Interest in measuring the impact of these factors on
homeownership is increasing. This topic is part of the growing literature produced
by scholars, it is inthe governmerg éagenda, andconcerned by commercial
organizations and the public. This chapter provides a general refi@sticles

about homeownership and tenure choice in a thematic framework.

In this chapter, attention is given to a thematic framework of literature review. This
analysis of the I|iterature focuses on
of the topic.The rest of the chapter is organized as follows. Section 2.2 represents a
brief review on previous studiesnder the headings afconomic factors, social

factors, and psychological factors.

2.1. The Brief Review on Previous Studies

There is a vast amount of literature about tenure choice decision. Different studies
examine different aspects of homeownership. For instance, economists have
primarily focusel on house prices. That is, one of the important determinations of
choice between renting and owning is the housing cost. On the other hand,
sociologists and geographers mainly examine tenure choice by focusing on
i ndi vidual househol distibute bhesk dactoro acwoss tha n d
population. Their focus is on soesxonomic and demographic variables in the

lifecycle of households (Coolen, et. al., 200R)this thesisthe literature review is

10
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under the categories of economic factors, sociabfacand psychological factors.

Each category has its own saategories.

2.1.1. EconomicFactors

An analysis of the literature on housing tenure choicehamdeownershiprevealed

that differences between studies are largelsted withthe topics othe study, the
empiricalmethods, theoretical modedsd datahey useAmong many other topics,

a great attention is given to the economic factors concerning with tenure choice and
homeownership. In this studyf literature revieweconomic factorsare exanined

under threegeneral categories. The first category is wealth, income, cost, savings,
price and incomeuncertainty and risk considerations. The second one is
institutional factors, local housing market conditions and locational influembes.

third one is household mobility and unemployment.

2.1.1.1.Wealth, Income, Cost, Savings Uncertainty and Risk Considerations

A large number of papers strongly indicate that homeownership is affected from

risk factors uncertaintycost,savingswealth and ncome considerationén early

study about housing tenure choice is fr
Mo del of Hous i nAccorfliegntaitheeauthons, dhiere arétwo basics
approachesn the literature of tenure choice. The first onedsetamine factors
affectingchoices of single consumer. In this appro@aomeof them concentraten

life cycle aspects of the problem. The others concentratavisklancebehavior of
consumers. The second approach is to solve for market equilibriunis Ipaibey

authors prefer to integrate the key economic elements in the literdaheaim of

the study is to investigate hotlie tenure choice is affected by the considerations

like wealth, life cycle, etcThe authors focus on uncertainty and comparisons

bet ween owning and renting. Their gener
consunption demand for housing is nejual to their investment demand for
housing.There are two cases. In the first one, consumption demand for housing is

less than the investnt demand. Ithis situationthe household will owneoccupy

11



the housing they consume. This is related with income receipts and level of wealth
of households In the second one consumption demand for housing exceeds
investment demand. In this situatjdhe person may rent or owneccupy. The
authors aim to analyze economic differences between the opportunity cost of
renting and owning. According to the authors if there isguér€ertainty, tenure
choicedepend on externality associated with rentinihe rental externality occurs

from the maintenanceproblem. The presence of rental externality shows that
owning dominates renting. In contrast to this situation, renting dominates owning if

housing is subject to random capital gains or losses.

One of theearly studesson uncertainty is MAHousing T
Taxationo fr om Theysvanitp coestructa modalthelsudym ) .

order to estimate hougintenure choice which allowshe effects of price
uncertainty.They use the datetweenthe years 1956 and 197Bhe results show

thatthere is a negative relationship between price uncertainty and homeownership.

The main conclusion of the study is that, the previous studies that ignored the price
uncertainty mayverstatehe impacto f t he i ncome tax system

tenure choicelecision

Henderson and loannides (1986) examine tenure choice in a scakdn their
study of ATenure Choice and the Demand f
choice decision and housimgnsumption as a joint decision. They tsdhavioral
method in ordeto examine discrete and contous elements of housing market
behavior.The paper takes into account the role of capital market imperfections and
discriminatory practices in constrainingousing market decision. The paper
examines housing tenure choice by usmdpehavioralmodel. Two models of
housing market are estimated by the authors. In the first model, aueofsnual
Housing Survey data from 36tandardMetropolitan Statistical Aeas. In this
mode| authors examine the tenure and housmogisumptionchoices of recent
movers only. In the second model, authors employ different assumptions about the

nature of the stochastic components of the tenure choice.

12



In their study the authas initially drive the utility functions for homeowners and

tenantsThe utility function for homeowners is,

ﬁVOi = V(POi) PX1 Yi) Q)I)(\)) (2.1)

and utility function for renters is,

f Y= V(PR, R, Y, qu) 0 , (2.2)

where,

V: f a mi indiye6t sitility function
Poi : net price of owning

Pr : rental price of housing

Py : price of all other goods

Y : permanenteal income

&i, 6i: distubance term

i : denotes household
Then, according to the authors, if the tyilof owning the dwelling is great than
the utility of renting (\§ - Vri > 0), the family will prefer to ownSo the probability
to own can be caldated with the help of followigpfunction:

fipi = Pr (VoiT VRi>0) O, (2.3)
where, pis the tenure choice function.
For the authors, another importgmint abouttenure choie isthe identification of

whether the households able to enter the mortgage market. So the authors also drive

the rationing function of the familgs

13



igi = @)d, (2.4)
Cu &#+Cih+ AAA. (2.5)

g : the probability that a family is not rationed
01(2) : density function

Ci : vector of family and location characteristics
U vector of unknown parameters

z; : error term.
They assume that the family is not rationediti C » z

So, in summary, the authors find the probability of a family owning &snd the

family renting is  “;, andii’; = pgi0 .
As the result of these, the demdundction of housing is,

iy = by (P, P Yi, ()0, (2.6)
where,j = 0,R (0: owning, R: rentinga n qiarefbrror terms.

With the help of the first model, authors indicate that housing demand is both
income and price inelastic. Second model shows that, people with lower education,
age and current income are more likelfo®denied anortgage. Another finding is

that race also has impact on homeownership. The last argument is that rationing and
incompletespecification of homeownership price remain as an important factor in

the housing market.

Hendersht, et al. (1997) investigates the financial decisions of the households in
fiDebt Usage and Mortgage Choice: The HAo nv e nt i on &Atcordngci si on

14



to the authors the choice of tHepanto-Value Ratio [TV) for the wealthier
househol ds i s mo st rel ated to househol d:¢
aversion to risk. For less wealthier households the decision is relates donount

of LTV which maximizes house value.

In order to find maximum house value, the authors first of all,edtine housing
expenditurgunction. They argue that, housing experns@amotexceed a fraction of

household income.

AHOUSEXPO U o T) Y (2.7

and,

AHOUSEXP = f [i (T, LTV), t, @8 LTV]

where,

HOUSEXP : housing expenditures

U : the fraction varies with mortgage
Y : household income

T : mortgage type

i : mortgage coupon rateyd the annual default insurance rate

t : property tax rate

h : hazard insurance rate

V : house value

Then, the authors substitute the second equéB@) into the fiist one(2.7), and
drive the maximum dusing valie function consistent witlncome consaint:

A Vaxinc=UO(T)Y / £ [i (T, LTV), t,(B LTV]®

In the next step authors define two conditions for wealth constraint:

15



The first one is that the equity contribution to hopsechaseannot be greater than

the wealh available fodowrpayment

AEUTV)V O Wo. (2.10)

I n the second one, authors define that t
changes with the mortgage type:

ALTV O bB(T)o, (2.11)

then, the maximum house value with thealthconstraint

A Vaw=W(@L-LTV) 0. (2.12)

According to the authorglebtand mortgage choices ohdividuals dependon the
dowrmpaymentand monthly payment constraint ratios and needs to lower mortgage

insurance costs.

Another study is fronDi Salvo and Ermish (1997) who claim that the first major
tenure choice in someoneds | i feealstns gr ea
each tenurdypei n t heir study of AAnal ysi s of t
Choice in Britaino. thesistheradhersuse tbe detxfeormi n e
1958 birth cohort in National Child Development Study in Britain. The authors

made interviews with respondents or their parents when they are 7, 11, 16, 23, and

33 years ol d. The resul t s tenufe backgeunds t udy
affects the tenure responses to housing and labor market conditions. Not being in
employment decreases the rate of homeownership. Also higher wealth and current
income increase the probability of homeownership. Respondents, whoses pagent

owners, are more likely to become homeowners too.

16



Salandro and Harrison (199u@$ethe Surveyof Consumer Finances in order to test
demographic and financi al influences on

fi D erhinants of the Demandféfo me Equi ty Credit Lineso.

According to the authors, the optimal choice for the households is to make
investment in a point where the return on real investment is equal to the market rate.
Every individual has their own preference between current andefabnsumption.

Also they enter to the financial market by borrowing or lendBygthe help of this

the optimal consumebehaviorof the households can be drawnvestment is
optimal for the individual as long as the internal rate of return is grdearthe

market interest rate.
With N-period framework there are two constraints in the maximizatmithe
utility function (U(cl, c2, ..., cN)) of the individuals (where, ci is the value of
consumption in the-th period). The first one is the consihtaihat is imposed by the
production posibilities. The authors draw the®nstraint as:

ATe Ke..., ) =00, (2.13)
where,

Ky : maximum value of consumption possibilities in period N.

The second one is the constraint that is imposeatidgapital market. According to

the authorsmaximum consumption in the-t periodis:

AQg=av+yn+ Ky, (2.14)

where,

an : the sum of the proceedsy investment in the previous periods

17



yn : income for the period

Then the authors sa# the equation forg andby rearranginghe formulathey find

the capital market constraint.

According to them, th@resentvalue of the consumption stream must be equal to

the sum of present values of future earned incomes and investments in peoducti
opportunitesBy sol ving the individual 6s prefer
two constraints, the first order condition implies that the preferred allocation of
consumption between two periods is characterized by a point of tangency between

an indifference curve and the capital market opportunity line. The first order
condition also shows that the preferred combination of investmfotn the

productive opportunity éween two periods isharacterized by a point of tangency

between the productivapportunity set and the capital market opportunity line.

According to the results of the studyne choice of a home equity credit lime
influencedmainly by percentage oéquity in the home, income, net worth, age of

the borrower, and creditrice.

In 1998 BerShaharexamines the tenure choice behavior of a-aig&rse consumer

inthe paperofiOn t he Optimal ity ofHeéanhlyedhty br i d
effect of the utility function properties of the tenure mode. Themronstrucs a
comparativesat i ¢ model i n order to analyze t he
the exogenous variables.

BenShahar uses twperiod world in his empirical model, time 0 and time 1. He

drives thec o n s u me r @tsity funectidn as,e c t

AU =Vo [Wo - gHo - (1- g)Ro - T(q) + B]+ Va[W;1 - (1- q) Ri( UB] §2.15)

where,

18



V(.): utility function of financial wealth

We tenantds endowment in period t
B: the amount of money borrowed time 0 and paid back at time 1

R:: the periodic market rent in tinte

U state vaiablerepresent uncertainty

T(.): Transaction cost function

Ho: the property

g: fraction of the market value of the property

Then the authocomputes the optimal loan size amdnts to measure the effects of
exogenous factors on tenure choice by usingparative statics analysis.

He argues that everything else being equal, the longer the expected tenure horizon,
the greater the propensity to increase homeownership share. According to the study,
the riskaverse consumer finds homeownership as a truatnstg rent price
fluctuations. However the transaction cost increases with the level of ownership
share. As a result of these arguments, it is suggested in the study that, the household

have to choose an optimal combination of homeownership and tenancy.
Robst, et al. (1999) examines relationship between income uncertainty and housing
tenure without considering future housing prices and housing price uncertainty in
their study of Al ncome Variability, Un c €
authorsuseite data of University of Michiganos
in their study. Responder s 6 Theqeatwrsase e bet
the following model in order to calculate the opportunity cost of owner occupancy:

APs= Vs[(i+p +m)i t (i + p)]o (2.16)

where,

Ps : opportunity cost of owner occupancy

19



Vs : deflated average house value in Standard Metropolitan Statistical Area
(SMSA) s.

i : the nominal mortgage rate
p : the property tax rate
m : the maintenarmcrate

t : the marginal tax rate

Authors want to examine the variations in labor income due to market forces. For
this reason, they only include househol
They use different measures for income uncertainty. The dine is that, they

assume workers have relatively little knowledge about their future incomes, and

then the authors estimate urteinty by setting permanent income equal to the

average real incomand use coefficient of variation of mroefor the fiveyears.In

the second one, workers are assumed to have knowledge about wages of other
workers and expect their incomes to be the same as the other workers with similar

work characteristicsThefunctionof expected income chges as the characteristics

of the households changgo they cangimatet he c hange expectddous ehc

future incomesvith the help of the following formula:

ALnYi=Xip 0 U (2.17)
where

i : individuals

t:time

LnY : the natural logaritim of real labor income

X : vector of independent variables (education, quadratics in experience and

job tenure hours worked during the year, dummy valealfor race and gender)

The authors also measure uncertainty as,
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Uncertainty =standarddeviationof residual earningé St d . ))De v . (0

Per manent Il ncome = individualygea mean
periogd/BB (X
Transitory Income sndivid ual 6 s meap5)r esi dual (g U

In the third measure the workers have high degree of information about their future
wages. At the end of these measurements, the authors indicate that there is a
negative relationship between uncertainty and the probabilityomeownership.

That is uncertainty reduces the likelihood of homeownership. On the basis of their
findings, permanent income has positive effect on homeownership. Also, the results
suggest that individuals with more children are more likely to becomersw

Hsueh (2000) examines housdcp increases, housing tenure choice decision, and

saving behavior of households in Taiwan in order to find whetherythae
correlated or not in AThe Relationship E
SavingBehawr i n Tai wano. T goteseglberfirsttomess t wo n
wheter house price increases aranpor t ant f or househol dsé
second one is whether housing tenure choice and savings behavior afre inter
correlated. The savinpehaviorsof households arexamined with the help of

He ¢ k ma ngsiage ptoevedure for correcting sample selection bias. Three years

are selected for the data in order to make a comparison: 1985, 1989, and 1993. The
data is taken fr om A TdneEx@Euodituveanytheddiwark-a mi |
Area of the Republic of Chinaodo used to e
prices from the data of AHousing Status
analysis for homeowner sample shows that masitdls affectsavingdecisionsof

the households. Never married groups have the highest saving ratios, and the
married groups have the lowest ratio. Another point is that, according to the study

the higher education level decrease the ratio of savings. The regressilbs ficr

renters show that renters have higher income elasticity than owners. Another

finding is that, the life cycle effect for renters is not obvious as owners. As similar
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to owners, also never married renters htheshighest savings ratio. Thesults

about education levébr rentersarealso similar to owners according to the study.

Yates (2000) examines whether stable haweership rates in Australia is
sustainabl e or not i n t {Oenership Rdtey Really Al s
Stable? Asn Examiat i on of Change Between 1975 an
this, the author investigates the changing influences of demographecandmic

factors on tenure choice over time in Australia. This study uses®eotenal data

from two differenttime-periodsin order toanalyzethe sources of changing home
ownership outcomes in Australia. The data are taken fh@t975/76 and 1993/94
Household Expenditure Surveys. The householdsustraliaface adistinctchange

in their homeownership propensities itihe past 20 years, and also this change is

not uniform across all aggroups and for different households types haith the

same andlifferent leves$ of income.

Gobillon and Le Blanch (2002) aim to estimate a utdibnsistent model of
mobilty and e nur e choice by wusing French dat a
Constraints on Mobility and Tenure Choi c
available from the data in order to explain mobility, tenure choice and the desired
stock of housing capital simaheouslyBecause there is no panel data, the authors

use crossectional data. They use two surveys undertaken by the French national
Institute of Statistics. The first one is in 1996, and contains information about
housing stock in France and housingd@itions of French households. The second

data is in 1997, and contaitiee same sociklemographic characteristics as the first

data, but also includes income and detailed information about wealth of the
householdsAccording to the results of the descivat statistics, mobility declines

with age In the model, renters are treaverage younger than the owness it can

be concluded that renters are more mobile than the ownesther words, tayers

are much older than mover&ccording to the paperf the borrowing constraints

are more binding, then the households are less willing to move, and when they are

moving, they are less tend to own their dwellings. Authors also find that, changes in
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the minimumdownpaymentratio and in the maximurpaymentto-income ratios

have important effects on the mobility and tenure choice.

Guiso & Jappelli (2002), examiriee impact of private transfers on the saving time
required to purchasehousingby using the data of Italian Survey of Household
Income and Wealthii 991 i n APrivate Transfers,
Ti mi ng of Ho rhe oesutiseshosy lthat private transfers havamall
effect on saving time requiringurchasinga house. When a household receive a
transfer s/he wilbe able topurchasea larger home. According to the results of the

estimation model, transfers shorten the saving pdsefdre homeownership, and

also increase the value of the house. Borrowing constraints reduce the consumption

of young individuals. Another important poirst that according to the study, few

households receive transfers in order to purchase a house. They prefer to rely on

their own savings. One of theeasonsof this fact is that, mortgage market
imperfections remain agpentially powerful explanatioof these high saving rates

among individuals.

Haurin and Gill (2002) examines homeownership by considering factors such as

transaction cost®f selingand t he expected | ength of

Transaction Costs and the Expected Length of Stay omeblen e r s The p 0 .
authors use the data from the 1992 Survey of the Mahidithry Officers and
Enlisted PersonnelConstantquality prices and rentare taken from a secondary
data source, the American Chamber of Commerce Research Agéegesults of

the study showthat longer expected length of stay increase the probaloity
homeownershipAlso the paper supportshe evidences tharansactioncosts of

selling are very important for the tenure choice decision.

OrtaloMagne and Rady (2002re the othr two authors whaexamine tenure

choice under uncertainty of income, housing prices and rents iin dtugly of

ATenure Choice aHouRIi BfiIi CoOnsSUuMPt INOMO .

Bo

T

everything el se being equal , seafingsénd cov a
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rents decreaseghen the likelihood of ownership will increase. That is, if a
household plans to remain in his home, then he is more likely to own a dwelling.
However if a household plans to remain in his home over a short period of time,
then he is more likely to rent a dwellinfhe seondargumentn the paper ighat,

if the covariance between thesercost of a home and other propertigsich the
household is likely to consider in the future is high, and then the household is more
likely to own his home. That is everything else being equal, the likelihood of
ownership increases with the covariance of the prices of other properties in the

consumption function of the household.

Barakova, et al . (2003) i n Mditer fost udy
Homeowner shi po, exami ne h o waséedhcenstraimtse d i t |,
affect homeownership. They investigate how and why such constraints matter in
homeownershipThe authors have two stages in their analysis. In the first stage,
they examine who are financiallgonstrained. In the second statieey estimate the

impact of financial constraints dmmeownershipin the first stageprimarily the

aut hors estimate t h erefarradhause asotiie fundiom ofh o u s e
household inome, norhouse assets, local area characteristics, age of household
head, and a vector of household demographic characteristiosa{edulevel of
household head, race of household head maritalstatus of the household head).

Again in this stage, thauthorsidentify indicators of wealttandincome constraint
Accordingto them,when the householdse purchasingheir home,|if the current

equity plus liquid and sentiquid assets of the households is less than 10% of their
current house valyehen tlese households are wealth constrairielewise, if
househol ds 6 debtpaynaeht obigations hale greater than 38Rtheir

monthly income, they are income constraintd.the second stage, in order to
estimate the likelihood that an individual doene a homeowner, the authors
construct aregressionmodel. The dependent variable is the ownership variable
whichis a dummy variable and indicates whether the household repemdiyased

or rents their current residence. Thewlependentvariables are ricome of the

households, the age of the household heads, the same demographic lGaetbrs,
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area characteristicsand vector of wealth, income, credit history constraint
indicators.According to the results of the study, financing constraint has important
effect on tenure choice decision, and the wealth constraint is the one which has the
largest impact. Also on the basis of their study, credit constraprbised to bean
important barrier for homeownership. According to the study, higher income
househals and married couples are more likely to own their homes relative to

lower income and single households.

Another study is from Chiuri and Jappelli (2003), whiclemditled ash Fi nanci al
Market Imperfections and Home Ownership: A Compearati St udy O . The
argument of the paper is that, the countries wvaitshter credit markets should
observe lower levels of homeownership rates. The authors use the data on 14 OECD
countries. It is a collection of 39 individual national surveys spannimgsil 30

years. They focus on individuals not households (due to the dual retdaton
between household formation and credit market imperfections) aged between 26
and 55. For each individual they examine variables like age, gender,
homeownership status, éneducation. The results suggest that availability of
mortgage finance affects the distribution of homeownership. In the study, the
mortgage market imperddons are measured by the dgayment ratio, and
accordingthe results of the study, dopayment rab forces young individualo

save. So they postpone home purchase until later in life. This affects the distribution

of homeownership rates across different age mgourhey find that a lower
dowrpayment associated with higher homeownership rates oydheg groups.

There is no such an effect tdreoccupancy rate of the middle aged groups.

Goodman (2003) in his study of AFol | owi
Tenure Choice, and Hsothe effect of inEbmenchanded 9 e x a n
tenure boice. The study identifies thdt househol@ incomeincreass, then also

the choice of ownershipcreasegather than rentingdowever me year income

increases have small impact on housing demand for lstggng households if

theseare not permanénncreaseskor this reasomaccording to Goodmarnm)come
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subsidies should be long term and can be expdotattreasenousing demanaof

households

Yoko Moriizumi (2003) is the other author who studies the wealth accumulation
and householdssavings related to homeownershipdecision in the study of

ARTargeted Saving by Renters for Housing

Moriizumi constructs the model in his paper by takieferenceof tenure transition
model of Jones (1995He constructs a latent binary index)(which is the

differenceof utility between owning and renting:

A" =1(w, i, Y, R, b, )0 (2.18)
where

w : liquefiable wealth

py : purchase (stock) price of a unit of housing

z, . attributes of a household reflecting other facta@iated to a purchase
plan

y : measured earnings

rm : mortgage interest rate

R : rental price
According to the model, if I> 0, thenthe household intends to shift from renting to
owning, that is the household is planning to buy a house (I ©therwise the
household tends to continuenting ( = 0).

Then the author drives the wealth accumulation function (w):

iw =w (I*, pr, Vi, R, i, Ts, Zu)O (2.19)
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Is: the interest rate on savings

Zw | househol dbés attributes

According to the authoprevious studies on saving behavior for housing purchase
do not take into account the simultaneity between wealtumulatiorand housing
purchase plan. By taking this fact into account, the model becomes a simultaneous
limited dependent model:

w31 +0 B + W, (2.20)

Al° = o+ B+ WO (2.21)

Where, xis a vector of exogenous variablasludes incomepurchaseprice, rental

price, mortgage interest rate, interest rate on savings, and demogywajdiies.

The author uses the data from the survey on Housing Demand Tired€93
including 3857 households (owners, renters, prospective owners). They asked
whether they intended fourchasea houseThe results of the model show that the

young houskolds redae their consumptiohy around 340 percent.

Turner (2003) examines the effects of hc
decisionsi n iDoes I nvestment Ri sk Affect t he
This study examines hougeice riskon tenure choice by using mictevel data

and metropolitasievel variation in housing cycles.

First of all, Turner drives the function of user cost of housing in order to analyze

rent and owarshipdecisionsof households.
AUSERGOBI + mUp(@@U] riEfOr) (222

where,
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USERCOST: the expected user cost of housing

H : value of the house

V] depreciation rate

m : maintenance cost

U: household marginal income tax rate

U : loan to value ratio on the house
r' : mortgage interest rate

t : property tax rate

r : the interest rate.

E d: the expected nominal houpeice appreciation rate for MSA j at time t.

He drives another function to measure the propensity of the household to own its

housing, such as:

A p (@AN) =0 (16 ol6g[RELCOST]  sHOWSVAR; + bylog[PERMING] +
BsQINT; + X% 9, (2.23)

where,

prob(OWN) = 1, if the household owns,

=0, if the household rents

a(.) : standard nwtonfomgtion cumul ati ve distri
RELCOST : annual expected relative cost of housing services in the owner mode
HOUSVAR; : expected investment risk of homeownership

PERMING:i s an estimate of the househol dbés p
QINT; : a dummy variable in order to captureetimer the family is constraiden

its housing choices by an inabylito generate the required dopayment for a

home
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Xi :includes the composition variables that control for age, marital status, female
head, race, ethnicity, educational attainment, ttesgnce of young childreland

numberof children.

The last estimation is about the housing demand:

flog(H;) = +b 1l6g(%UG) + blog(PERMING) + bs(log[%UC])?* +
b4(log[PERMING])? + bslog(%UG)log(PERMING) + bsHOUSVAR, + b,QINT; +
BsMR; + X0, (2.24)
where,

H; : self reported house value
%UG : the unit price of housing services for homeowners

MRi: inverse of the Millos ratio

The model uses a repeat cragstion of household data from American Housing

Survey (AHS) mabpolitan core. Respondents are interviewed every four years in

that data. The author examines two related decisions on-paaserisk. The first

one is the householdds decision to rent
factors on the choiceafwni ng and the househol ddéds den
Also this impact is greater for low and moderate income families anelifirst

home owners. In their analysis, Turner finds out that in an economic environment

with high houseprice volatility, familes are less likely to own. The results of the

study also identify that higher levels of education are associated with higher rate of
housing demand. The last argument is that investment risk has negative impact on

homeownership and housing demand.

'The #Ratiolididentified by omitting the average MSA (Metropolitan Statistical Area) rent
from the explanatry variables in the housing demand equation (Turner, 2003).
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Another study on labor income uncertainty and credits constraints on the probability

of homeownership is from Dia3errano(2005) AOn the Negative
Between Labor Income Uncertainty and Homeownership:-Rigksion vs. Credit

Co n st r Bhe papesimvestigates whether the negative relationship between
labor income uncertainty and homeownership is due to risk aversion or credit

constrains.

In his researcthe author initially investigates the cost of owning relative to renting

with the help of flowing equation:

ARC=Q/R[r+p+mit(+Dp)o (2.25)

where,

RG : cost of owning relative to renting

Qi : constant quality measure of the estimated house value for household i
Ri : constant quality measure of the estiesbannual rent for household i

r : nominal mortgage rate

p : property tax rate

m : maintenanceate

t : marginal tax rate.
As thesecond step, the author adds the measure of labor income uncertainty:
AW = Xib  + w0 ) (2.26)
where,
Wi : combined real labor income

Xit : set of explanatory variables

% . specific time effect
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u; : time constant permanent shock in labor income
C : white noise timevarying residual
i : households

t:time

In order to investigate the effects of credit constraint, {Slamano follows the
model Linneman and Watcher (1989).

AV;: 0.35 |/ro, (2.27)
v e 5 Wi, (2.28)

where,

V': the theshold house value that household i should aim for in order not to be
income constrained

VW : the threshold house value that household i should aim for in order not to be
wealth constrained

r : mortgage interest rate

| : annual household income

W : net hogehold wealth

With the help of above equations, then the author drives the housing demand

equation:
FinVi* = Xib TE\), u (2.29)
where,

V* : preferrechouse value
X : vector of household characteristics and house prefesence

b parameter vector to be estimated
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u;: random error term

The author uses the data fronetitalian Survey of Household Income and Wealth.

It is a panel survey, and contains information about household characteristics,
employment, income, assets, ficéal habits, types of home tenure, etc. Piaz
Serrano concludes that as the previous studies claim, the empirical study in Italy
also shows that, credit constrained households and households with volatile
incomes are less like to become homeowners. Aaogrii the study, both effects

are important, however wealth constraint effect dominates over the income
constraint effect. The relationship between labor income uncertainty and
homeownership is negative only for Hakerse and credit unconstrained
househtds. According to the findings of the paper, the driving force behind the
negative relationship between labor income uncertainty and homeownership is

household risk aversion.

Hansen and Skak (2005) examine ownership in a manner of contracting cost in
AEnomics of Housing Tenure Choiceo. The
optimization of alternative tenure choices.

The authors drive the lineguadratic utility function as below:

AU = yix T (X°/ 2) + D (2.30)
0 < 0O O vy (2.31)

where,
N : number of consumers
U : utility

X : housing consumption @year)

z : consumptiorof all other goods
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yi . a parameter wheoonsumer adopthe home to his specific tast@hen
the individual ent the dwelling no adaptation take place, thetakes the lowest
value as U)

Uu : fixed parameters

HU variableinvestment cost

o

u fixed investment cost

r: the market equilibrium rent.

Then the authors drive the marginal utilities for renters aviteos.That is,

marginal utility of owner i is:

ﬁSUi [ 9x = Yi- XiC) , (2.32)

andmarginalutility of renting for consumer i is:

ASU; / 9x 3 xdJ (2.33)

because if the household is atexnthen, there will be no adaptation takes place,
andyt akes the value of U.

Then authors drive the demand functions of tenants and owners:

The demand function for tenants is,

Ax= TW o, (2.34)

and,the demand funizin of owners is,

Ax=yTr-HO (2.35)

33



Then the authors drive the consumer surplus functions.
The tenantds consumer surplus i s,
AiCS= 1(nj/20, (2.36)
andt he owner 6s rusis, consumer surp
A CS(yiiri Hf/20 . (2.37)
With the help of these, the authors then drive the home ownership rate (v) as,
v =iy(0Q iUy (u (2.38)
where,
y' . a preference parameter fowners.
The model shows that homeowners occupy larger dwellings than tenants. Another
fact is that congested cities have higher rent, and smaller dwelling units. This leads

to a lower rate of homeownership. Because of contracting cost, according to the

model, tenants invest less than owners.

Anot her study about risk consideration
Homeowner ship Status of Propertieso by
to the author, neighborhood externality risk is onethef majorcomponentsof

housing investment risk, and this risk reduces the probability of ownership. The
paper investigates neighborhood externality risk effect on homeowneesinip
whetherhouseholds take intaccounthe risk of changes in neighborhoaahenities

before they make a decision to own a house. Also the paper makes a comparison by

investigating the importance of neighborhood uncertainty for the inner cities
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compared to suburban and rural places. The author uses the data from the AHS
conductedby the Bureau of the Census for the Department of Housing and Urban
Development. Theseational surveys cover theepod between 1985 and 1999.
Accordingto the findings of the study, neighborhood externaldl decreasethe
attractiveness of ownarcaupied housingAccording to the study, this risk is higher

in center city locations and in distressed neighborhoods.

¥zyél dalr(206b) examines the effects on changes in income tax, property
tax, transaction costs, and mortgage r at
Tenur e Ch cconstreaa.dyndnticdifecycle model of the optimal tenure
behaviorof the individual with random mobility. Authors identify that the decision

to own or rent is a discrete decision. So they use discreted state Mhkagigion

model in order to analyze the effects of the tenure chdluey construca model to

predict optmal dynamic tenure choicas a decision tree becaudds method

employs backward induction analysis.

The authors argue thdipuseholdseek tomaximizetheir lifetime utility. In their
life cycle there is always a probability to move, and if they mibvy have two
options: rent or own. The authors define tenure choice at time t, @amdk the

mobility as g So,

Xt =1 if household buys a house at time t

X; = 0 if household rents a house at time t.

Similarly,

s =1 if householdnovesat time ¢
s = 0 i householdloes not movat time t.

Then authors drive the lifetime utility function of households as,
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T .
V=maxyy,. 7 E [L% Tu(%s) P s )], (2.39)
>0

V : lifetime utility

E : expectation operator

T : terminal period

a : discount factor

u (%,s): utility function for tenure choice of; i state s

p (S; S-1, X-1) : State transition probabilities in each period from statevish

tenure x.; to state t.

They argue that if the households decide to own a dwelling when they move at time
1, then they will use initial endowment and use mortgage credit &r dodpay the

rest of the housing valuélowever if they prefer to rent at time 1, then they invest

their initial endowment at the market interest rate.

So, according to the model, if the household does not move at {ge 0), then

the utility functon for the renter is:

fu (x=0,8=0) = (y+iw) (LU)ad (2.40)
and the utility function for the owner is:

iu(x=15=0)=(i dh-R)@Q-UJ (Mi RS, (2.41)
where,

y; . annual incane

W; : initial endowmenat time t

U : income tax rates
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& : annual rent

d : property tax rates

hp : the value of the house minased at time p<t

M t he owner 06s constant mortgage
payment

R : interest payment

I - marketinterest rate

and also,

AM = (hp T W) / [(1/n) T (LIn)(@/(A+n))]0, (2.42)
where,

N : term of mortgage

r : mortgage interest rate

hy : the value of house purchased

W, : the existing endowment of the individudbvrpaymeny

he T W, : loan amount

After then authors drive the second model by considering that the household moves

(s = 1). This move incurs transaction codteen the utility function for the renter:
fu(x=0,s=1)=(w+iw) (-U)ei co (2.43)
and the utility function for the owner is:
iu(x=1s=1)=Mmidp-R)@Q-UJ (Mi R)-00, (2.44)

where,
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C: . transaction costs incurred by renter

0 : transaction costs incuddy owner

The authors drive three different endowment fundiobecause the endowment of

the householddepend®n remaining mortgage balance, and the appreciation of the

house value.
we=[hea (T +a)] T by, if Xea=1; (2.45)
Wi = [(1 + @ea)(L + @42 (L + )] T by, if xe1= 0, % = 1, p<t, KX; (2.46)
Wi =W, if X¢;=0,j=1,...0 (2.47)
where,

k : time period that the households sell their housing
a O-1 : house appreciation rate
b; : a function of mortgage payments, mortgage interest rate, mortgage term

such as:

fioe = M [(1/r) T (L) (@/Q+0)) P, (2.48)
where,

M : mortgage payments

r : mortgage interest rate

N : mortgage term

t1 p :the time passed since the individual
The authors conclude that there is a significant welatiip between ownership

decision and the stage of the life cycle of households. The awtlkamine several

factors oftenure choice, and they also conclude that the effects of these factors
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change in the stage of lifgycle of the households. Increase intome tax is
positively related to homeownership, but the effect is less |ftercaged groups.
Another interestingpoint is that, there is also a positive relationship between an
increase in the home appreciation rate and homeowneasbarly ages;however

this relationship is negative for elderly. Transaction cost is the other factor that has
negative impact on homeownership, and midgdied groups are more sensitive to
changes in transaction cost than the other groups. Property tax rate is the factor

regardless of age, and also it baggative impact on homeownership.

Davidoff (2006) tests the ala that households whose incomasvary relatively

strongly with housing prices should own relatively little housing in Uthénstudy
ofiLabor H~owsinreg Pri ces, Aaqeardindrta theestudyn e r s h i
as the covariance between housing prices and labor income increases, households
purchase relatively less housing. The author finds positive correlation between
stock market returns and labor imce. He again finds a positive correlation
between stock market returns and housing prices.

A Mi cr os i Moddliregtofi Teemure Choice and Grants to Promote Home
Owner shi po i s miaraexdntnecrconditions dyyWoodnWatson, and
Flatau (2006).The article focuses on the effects of relative prices, wealth and
borrowing constraints on housing tenure choice decision by developing a
microsimulation model of the Australian housing marKéte second aim of the
paper is to identify the impact of gowenent intervention on housing market
outcome and tenure choic&he data is taken from two Australian Bureau of
Statistics Surveys. The first one is the 1997 Rental Investors Surveys which
provides socieeconomic, demographic and financial information. Feeond one

is the 19961997 Survey of Income and Housing Costs provides information for
income units who own, rent or live refmee. Authors find outthose dowpayment
requirementsis an obstacle for homeownership. They find a large demand for
homeownersip that is not met because of this reasdocording to the authors

government grants is one way to ease dgwayment requirements for first
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homebuyers, but formal incidence of this subsidy isegual among potential first
homebuyersThey add thathte gant will bring forward the purchase decisions of
them. So, it willthen have a limited impact in raising the equilibrium rate of

homeownership.

Anot her study is fAThe Soci al Renting Se
Housing Choi c e 007)fHe examii2s sodiakhodgiwich plays a

key role at shiftdbetween different tenure types by using Australian data between

the years 1991 and 200%tandardmultinomial logit is used in order to model the

tenure choice. The model predicts an inflovgocial renting in urban areas between

middle income groups with uncertain income expectations.
Li and Yao (2007)examinet he ef fects of house ©price
decisions by construction a lifey c | e mo d e |-CyclenEffetty of éloudei f e

Price Changeso.

Authors assume that households live at most for the length of tirkest.of all,

they drive the probability that the household lives up to period t is:
F(t),a @0 O.,t O T (2.49)
where,

F : survival function

& : the probability thatite household is alive at time j

Utility of the household (U) is a function of consumption of a numeraire ¢6od
consumption of housing services;(Handeffective family size (N). Then authors
focus on bequest function (B), which is affectedbegueathingvealth (Qt) and L

which controls the strength of bequest motives.
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Another important function is related to the income variables of the households.

Authors drive the labor income as:

- Y o

AYt, & ,P (2.50)
where,

Y::income
Y . .
P, : permanent labor income at time t

{: transitory shock to Y

and permanent income is:

~ Y Y

n P=expff (t, 2)} P, vio. (2.51)
where,

f (t, z) : function of household age and other characteristics
Vv : the shock to permanent labor income

§: transitory shock to ¥

Then the authors drive the effects of mortgage contracts and liquid assets
housing.According to the results of the study, the welfaréeefs of house pte
changes are not significant, but their effects dependin household age and
homeownership status differ significantlyor instancehomeowners benefit from
the increase of housingrice; however the renters and young homeownegs ar

worse off.
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2.1.1.2.Institutional Factors, Local Housing Market Conditions and Locational

Influences

Other factors that affect homeownershire the local housing market coitions.
This is the reasomvhy some similar indicators respondth differert results in

various studies.

Elder and Zumpano (1991) examine housing conditions by taking into consideration

l ocati on i n their study of ATenure Cho
L o ¢ a t The data of the study comes from the University of Michigas P an e |
Study of Income Dynamics (PSID). The sample of the study consistmef
employed membédrouseholds with heads of househdigswveen the ages 18 and

65. The investigation shows that there mayist an important asymmetryetween

renters and hmeowners in their housing decisgr-or homeowners the variables

like quantity and location are jointly determinédso tenure choice is independent

of housing demand and locational decisions for homeowners. However, these
findings are not valid for reats. According to thefindings of the study
characteristics of the households are important factors in the determination of
housing tenure choice. Such as the age of the household head, the presence of
children and the level of income are positively relate homeownership. Also

permanent income is an important factor for housing demand.

The authors describthe individualh o u s e hutlity ¢\ s&s the function of
household income (y), price or rent of theusing unit (p), and the price of the
composie consumption commoditfp,).

That is, in homeownership state,

A Y=Vo (Y, Po, P) O (2.52)

In the renting state,
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ﬁ v: Vf (y! p" pZ) 10 (253)
where o denotes the choice of homeownerahgbr denotes the choice renting.
Accordingto the authors the choice of whetherent or own depends on thalue
of the utility function If V,> V, then thehousehold prefers to own, and if ¥V,
then the household prefers to rent.

Then, Elder ad Zumpano drive the housing demand functions. According to them,

if the households prefer to own the dwellinigen the housing demand anduese
choice is,

A g=ho (Y, Pos P) O (2.54)

However, if the households prefer to rent, then

AgEh(y,pp) O, (2.55)

where,q, and g are the quantity of housing when choosing to own and choosing to
rent, respectively.

With the help of t hese, t h eichaetdrnhines s dr i
whether the chogis to own or to rent.

1]

(= 1,0p =xidg +( Oy, p (2.56)

| = 1 if determination is to own, and | = O if the determination is to rent. X is a

vector of demographi c f dsdhecandesmarortermot her

Lastly the authors add thesidentialocationterm.
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Ak = okp, (X, n) O, (2.57)

where Kk is a locational metric measured by the distance to work, and m is a vector

of location-specific characteristics.

At the end of the study the authors fithe probability ofanimportantasymmetry
betweerrenters and homeowners in terms of their respective housing deckoons.
homeowners, housing quantity and locations are jointly determined, according to
the findings of thestudy when the tenure choice decision is indefsart of the
housing demand and location decisions, then the decision process for homeowners
appears to be sequential. However this is not valid for renters. The authors indicate
that this may resulted because the n aatadtian nchousing quantity choes are

more limited for them.

Iwarere and Williams (1991) investigate midozational and occupatiespecific

i nfl uences on housi n-Marketmalysisef Tenore Choiee i n A
Using the Logit Mo d e | 0 -locaflohaé hfluericesdop e x a m
housing tenure choice by focusimmn t wo maj or vari abl es: t
residential location and the commuting time to work. They, then combine these
variables with economic and soalemographic variables in order to estimate the
probability of homeownership. The paper investigates the housing choice behavior

of college professors in the Washington D. C. Metropolitan area by employing the

logit model. In order to find the probability of choosing to rent or own they
construct a noiinear esimation process. The economic variables of the model are

income brackets, and the sociemographic variables are age, marital status,
number of children, duration of empl oy me
contribution to household income. That #he function of demand for
homeownership consists of income, sedenographic variables, relative price of

owning versus renting and spatial variables. On the basis of the findings,
employmentrelated and spatial forces have great effect on housingetemaice

decision. Employment centered considerations like occupational and - micro
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locational variables have great impacts on homeownership. Also, locational
influences in terms of urban fringe versus central city location are strong

determinants on housirignure choice.

Lee and Myers (2003) discussed which market factors affect homeownership by
usingUSdata n t heir studyMaafk eftL cecfafle cHosu soinn gl e r
The main argument in the study is that, homeership is not only dependeon

thei ndi vi dual 6s | ife cycl e beomhlealkhoosmg and e
market conditions of the aredlarket variations and individual chataristics affect

tenure choiceaccording to the styd They investigate the problem by separating

owning into two types namely singldamily housing and mukfamily housing.

The study investigates the impacts of individual or area level factors on tenure
choice by considering owning singl@mily housing and owning muifamily

housing separately, and akaat category rentingg examined

The main argumentf the study is that, the studies on homeownership and tenure
choice have mukdimensions. For that reason, examining the concept with the help
of singlelevel analyses has important weaknesses Isec#@udisregarded three
important concepts: crogsvel inference, spatial heterogeneity, and spatial
dependencyThe first concept is about the relationship between the explanatory
variables.The authors emphasize that, if these variables of differeeisleare
examined in a single level analyses, then it creates important problems in the
identification of the effects of the variablédecond concept focason the spatial
dynamics of the housing problemy studying the housing and tenure choice with
the help of multilevel modeling creats the possibility of examininghe effects
geographical differentiation on homeownership. According t® ahthors the
multi-level modelis able to recognizdifferent concepts of differentigces instead

of studying he world with the help of single universal equatidrhe last one is
about studying a group that is close in a space may create Type | errors if the
observer may ignore the group similarities in that spAsethe resli of these

discussions the authorsgpose a multlevel model in housing studiehe data for
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the model has two levels: thedividual (micro) level and the Metropolitan

Statistical Area (macro) level).

In the study tenure choice is the dependent variable and it has three categories:
single-family owners, multfamily owners, and renter$he authors do not include

age variables into the right hand side of the equatiostead, he equation is
estimated for each aggoup Theindependent variables are decided for household
and MSAs. Thee variables are permanent incomggnsitory incomehousehold
characteristicghousehold size, household type, etar)d market characteristics for
MSAs. According to the study, income has important effect of tenure choice.
However the effect of permameincome is greater than the effect of transitory
income on owning Also household type and immigration status have important

effects on homeownership.

Hui (2007) examines how institutional factors affect the mobility of households and

tenure preferensein the study ofi Popul ati on Mobility, Te
I nstitutional Factorso. Two different go
paper: construction and provision of public rental housing and assisting ownership
housing. They use the data obiy Kong and claim that government is moving in a

direction that encourages home ownership. At the end of the study, it is argued that
government policies have important affects on tenure choice of public sector
households. According to the study, younpeuseholds and higher level income

groups tend to move more often. Also number of children has a positive and
significant impact on residential mobility. Renters tend to move more often
compared to owners because of higher transaction cost for owners.pOithieis

that, the positive change in the household income affect public sector households
more than those in the private sector. They argue that the government is quite
successful in promoting ownership to the public tenants by reducing the financial
obstacles. Direct provision of cheaper housing decreases residential mobility in the
public sector, and leads opposite tenure preferences among public housing

residents.
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OrtaloMa g n ® a n(2008ferathipe how differences in the timing of move
generate iname heterogeneitgcross homeownels/ using US Census data in their
study AHet erogeneity within Communities
Ch oi cleedauthors find a significant and positive relation between the
heterogeneity of incomes of the houseko#hd heterogeneity of the times since

they bought their homes in the places where tieee strong historical housing

price growth.

2.1.1.3.HouseholdMobility and Unemployment

Among many other problems, the relation between homeownership and housing
mobility constitutes an important paot the previous studies. The arguments of the
papers mainly focus on the negative correlation of homeownership and housing

mobility.

I n the st-Udpamf Mdbink irt@ay, Mi gr ati get, and
al. (1991) separate household mobility into two components: intreban
movements and migrations. The choice estimaiidly as a part of a multinoral

logit framework. The data is taken from the Panel Study of Income Dynamics. The
period between 1968 ard®78 is selected from the data for this study.

In their model authors first of all draw the probability of making a given tenure

choice as,

A R =Pr (Tm=1i, Ml = j, MOm = k)0 (2.58)

where,

m : households

t:time

T : the set of tenure choice alternatives
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Ml : the set of migration alternatives

MOxn, : the set of intraurban mobility alternatives
That is:

Tim =1, if household m chooses to oantime ¢

=0, if household m chooses to rent at time t

Ml =1, if household m chooses to migrate out of the metropolitan area

during the time period beginning at t,
=0, if otherwise.

MO, =1, if household m chooses to make an intrametropolitan move during

the time period beginning at t,

=0, if othewise.

The authors construct three equation abtarture, migration and intraurban
mobility equation by takingeferenceo the study of Maddala and Lee in 197§

The first one is the tenure equation:

P(TzllMIMO) — (e byX +o Ml + UMO+UM|NO)/(1+ eb1X+0|\1,|'| + UMO+UM|',|V|O) (259)

The second one is migration equation:

P(MI :1|TMO) - (eb2X+()T]’—+dMO+U-ﬂ’_MO)/(1+ eb2X+OT]’—+dMO+U-",_,|V|O) (2 60)

The third equation is trerurban mobility equation:

P(MO =1|TMI) = (g PX* 0 +dMI +UTMIy;1 4 o baX +UT+dNI+ UTMI) (2.61)

where,
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Xm : a column vector of socioeconomic characteristicoo@ated with
household m whichfiect Ty, Mlyn, MOim.
b : row vectors of estimated coefficients.

Results indicate that future mobility and current tenure choice are jointly
determined. When the mobilitg iseparated into two componentsirg-urban and
migration) authorsargue that intraurban and migration dessons are motiated by

different factors.

loannides and Kan (1996) also examine regidemobility and the decisionsf

households whethear o own or rent after they move
Esti mati on of Resi dent i.aheyudemicriotlatafrgomn and H
the Panel Study of lmme Dynamics.The authors also examine the financial
dimension of the housing mobility and tenure choice.

First of all the authors drive the utility function of the individuals:

AWU=U(GC H, &, (2.62)
where,

C: : nonthousing consumption,

H; : housing consumption

d; : time varying taste.

Then authors maximize expected lifetime utility:
. P R
nx t=0 Et bt U(Ct, Htl t)Od’ (2'63)

by subjecting to the followingudget constraint:

b

fix o L(A+R) (Co+ " H) = A . (2.64)
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According to the authors if the household is a renter in period t, then the period cost
per unit ®if eqiabtothe realgrate( forhousing(R;). However ifthe
household is an owner, then the period cost per unit of housing is equal to the

interest rate (f minus the appreciationrate( Agi s t he househol dés i

In the next step the authors define the full set of choices that the houtsdesdn
their life cycles:

S : discrete state of whether a household rents ), or owngS; = O) in
period t.

D: : decision made in period t

iDi= (S X, o0, &ndSDAY, MO, MR}, (265)
AS; = K (Si1, Dy)0 (2.66)

K:{R,O}x{ STAY, MO, MR} Y {R, O}
X : vector of observable characteristics of the household.
L°JDt: vector of unobservable random variables

STAY : the decision to be stay in the state of previous period
MO : the decision to movand own

MR : the deci®on to move and rent

K (.) : discrete value function

Then authors drive the tenure choice and residential mobility behavior of owners

and the renters.

First of all, if the householder is an owner, then theiewdunction defined byhe

authors is:

A VG B, Si=0; ) @ (2.67)
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There are three alternatives of the value function: moving and ownipg),(V
moving and renting (Mr), and not moving and holding on to the current amount of

housing stock (Wray).

Secondly, if the household a renterthen the viue functionis drivenas

AV B, S1i=R; 1) @ (2.68)

Again, there are three alternatives of the value function: moving and ownjis),(V
moving and renting (Mr), and not moving andaintaining the exigtig level of
rental housing consumpti@ stay).

InthemodelAii s t he financi al wdefinédtadt , and tast e

Ace d,D) X ®.y (2.69)

The results of the model s ysanggeedspends hat ,
significantly on their socioeconomic characteristidsccording to the study
proportional monetary transaction costs are insignificant for deeision of
househol ddés mobility, however | ump sum r
significant in housing consumption decision of householisother argument is

that, housingprice apprecation causes renters rimécoming homeowners.

Oswald (1997) studies the concept of unemployment of modern economies in their
studyof i The Mi s soifn gt hRi eltnee mp | One mfehis clainBisz z | e 0 .
that there can be an important link between the rise in Europeandwnegship

and the unemployment rate. He has fowain hypothesesbout theexplanationof

high unemployment rates. One of his hypotBeisethat, hom@wnership reduces

the household mobility and for this reason, high levels of European homeownership

may be one of the importanteasonsfor high unemployment rates in Western

Europe.Oswald argues that European countries have efforts tease the home
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ownership rates and decrease the size of the private rented housing Heetor.
author uses thgquestionnairdrom the British Social Attitudes SurveyAccording

to this data, enters have greater willingness to move tbhemers The findirgs of

the paper support the idea that the rising homwaership and the decline in the
private rental housing sector is a parteaplanationof rising unemployment rates.
However, the author insists that these issues should be checked by other

economists.

Henley (1998) examines residentigansition by using British Householéanel
Survey in the study AResidenti al Mobi | it
Two important concluding remarks are driven by the author. The first one is that
levels of lousing wealth are one of the important factors that affecteidential

mobility. The second conclusion is that, residential mobility appears rather

unresponsive to labor market conditions.

Kan (2000) indicates that households with larger family $imgher income and a
married head are more |ikely to become o
o f Housing Tenure Choiceo. The author u
Dynamics from the Survey Research Center of University of Michigan. In cbntras

to some previous studies, the findings of the paper illustrate that inflation does not

have statically significant effect on homeownership. The awimesto construct a

dynamic model in order to identify the dynamic aspects of housing tenure choice.

The paper emphasizes the interdependency between residential mobility and
housing tenure mod&he author insists on the factthat househol dés t en
can be changed only if a move is made by the household. Also according to the
author previous tenurehoice hasnimportant impact orthe current mobility and

tenure choiceFor this reason, rpvious tenure mode is added as an independent
variable to the model in order to correct previous modett are studied by

different periodsThat is, the depende variable of tenure mode is a function of

mobility expectation, previous tenure mode, and socioeconomic characteristics of

the householdsThe results show thaemure choice and future length of stay are
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determined simultaneously. After the constructioh econometric model, the

findings support that residential mobility has importeifécts on tenure choice.

Haavio and Kauppi (2000) focus on allocation of individuals in space and time by
comparing owneoccupied housing and rental housing in thep gar o f AHOUSI
Mar ket s, Liquidity C o n s Theyadevelos a sampld Labc
intertemporal tweregion modelln the modelthere are price differences between
regions.However both regions have equaked stock of identical houseSo, in

the model, vealth affects a household ability to move from a region where house
prices ardow to a region where house prices are highother topic the authors

focus is that, nder rentalarrangementhe house islefinitely a consumptiorgood.

The individwal can buy in any period of time, but in ownership the house is an asset
which can appeciate or depreciatein value Based on these argumentgkel

previous studies, also this model suggests that the mobility of labor between regions

is more fluid underental housing conditions than owner occupation.

Green andHendershott (2001) investigdtee relatioship between hom@wnership

and unempl oyment i -ownershipe ands Wnentplpyment in theH o me
USO. They ar gue t h-astentfdr goung bouseholdsoandsoldi p i s
households, but it is significant for mideliged groups. That is because young age

groups are more mobile and have accumulated little wealth. The relation-is non
existent for old age groups because their members are lajéaty the labor force.

According to the study, middle age groups assume homeownershipoastraint

for labor mobility. That is homeownership leads to higher unemployment rates.

Coulson and Fishe2002) examinethe relation between tenure choice aador

mar ket outcomes in the study of ATenur e
They argue that the cost of relocation is higher for homeowners than the renters,

and so theyare tied to their locations. For these reasons, homeowners are less
mobile than reters. According to them, when a group is less mobile than others,

this less mobile group will have lower probability of employment, and also lower
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wages than others. Itheir research they tested tardnypotheses which are,
homeowners have a greater probty of being unemployed, unemployed
homeowners experience longer spells of unemployment, and wages of homeowners
will be lower than renters. However the US data usgdhe researchg do not
supportall the hypotheses. In fact thdind out that home wners have lower
unemployment probabilities, shorter spells of unemployment, and higher wages

than renters.

Dohmen (2005) examines the relationship between housing tenure, regional
mobil ity and unempl oyment i n hi s St uc
Unemployne n A enodel is constructed for two identical regions. The size of the

regions and employment characteristics theesame among the regions. Workers

can be either homeowners or renters, but workeeswhere they work. So they

have to move if they finéh new job outside the home regidrhe resultssuggest

that high skilled owners are more mobile than low skilled owners.

2.1.2. Social Factors

Following a comprehensive literature review, social factors thadect
homeownership and tenure choice appeabe one of the main concerns of the
previous studies. The topic is examined under twan subtitles. The first one is

the denographical factors, and the second one is race and ethnicity.

2.1.2.1.Demographical Factors Age, Marital Status, Gender, Family Type and

Education, etc.)

Social factors like age, education, gender, family type, marital status, etc. are
mainly theconcerns of some earlier studies of 1990s.

Bourassa (1994) examines different behaviors of immigrant and Austbalran

residens on housing tenure choice by lookirg economic and demographic
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characteristics i n t he study of Al mmi g
Australiao. Per manent and transitory 1inc
are the economic factors thithe model examines. The marital status and sex of the
household head, number of dependent children, and security are among the
demographic characteristics of households. At the end of the study, the author
argues that there is no significant difference betwaestralianborn residents and

7 out of 10 major immigrant groups in housing tenure choices by comparing the

economic and demographic characteristics.

Jones (1996) studeghe housing tenure decision by the elderly in Canada in the
study of mwHroausTmanslieti on and Dissaving b
the end of the study that, households that have diminished in size are more likely to

own their homes. Also, older widowed, or divorced, primary maintainers are more

likely to make the transith to tenancy.

Anot her study on soci al factors 1is from
Benefits of HomeownershipEmpirical Evi dence from Nldhe i onal
authors use a large amount of data from three major public use data sets: the
General 8cial Survey, the National Survey of Families and Households, and
American National Election Studie&ccording to the study, there are strong
differences in demographic factors between homeowners and refberg are
important racial and ethnic differees in homeownership choice. That is
homeownership rate is in smaller rates among Blacks and HispAlseghere are

strong differences between homeowners and renters in issues like household life
cycle and economic conditions. Homeowners have highenias and mordebs

than rentersin some respects there are consistent but viifédrencesin issues

like well being, views on marriage, social integratiblomeowners have greater

life satisfaction and selsteem than renters, and also more likelyganembers of
community improvement group#lso, according to the studyhomeowners are

more likely to become married than renters are, however the difference is not very

significantrate
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Gyourko and Linneman (1997) focus on effects of some of the deyiagrand

economic factors on homeownershhipm t he study of fAThe Cha
Education, Income, Family Structure, and Race on Homeownership by Age over

T i méliey use data from the four decennial censuses sincef@®®le years

1960, 1970, 180, and 1990. The analysis consisef households with heads at least

19 years old, who live in urbaareas. Thadependent variable of the model is
homeowner shi p. The key independent varia
educational achievemerand householdncome, the race of household and housing
costs.According to the model,hereare important differenceabout educational
achievement on homeownership. The results of the study indicate that there is a
decline in homeownership among the lestiicated householdanother finding of

the paper is that, the negative impact of race has also increased among the youngest

adult households.

Aaronson (2000) examines homeownership e
of Ho me own er s h seg the Pafieh $tusly of ihcordeyDynamics. The

results suggest that there is a correlation between the impact of family stability and

i nvol vement wi t h homeowner ship and chi
households increase residential stability, theirldcen have higher school
attainment. According to the study, homeowners are wealthier, so that they can
afford better schooling opportunities for their childrevhich can be one of the

reasons for this argument.

Painter (2000) examines tenure choiceiglen in order to correct sample selection

how recent movershat was identifiedn the previous studon homeownership in
ATenure Choice with Sample Selection: Di
He identifies differences among factors such as agejgrnant length and status,

and income between different models. He argues that one way of modeling tenure
choice is using longitudinal data. This helps to capturing-teng nature of tenure

choice; however few data sets are available for this approacbn& one is using

crosssectional data. If it uses a sample of recent moves, there can be a bias between
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recent movers and previous movers. According to the author, alternative approach
for tenure choice is using cross sectional data of recent moverscoyrding for

the probability that someone is likely to be a mover. In this study, Painter uses the
data from the public use microdata sample file of the 1990 decennial census. There
are information about housing unit and households in the data. It ischath
renters and owners with households head ageg¥418he independent variables of

the tenure choice function are demographic factors (race/ethnicity, age, marital
status, number of people in the household, number of workers in the household,
migrantorigin and history), economic factors (salary, income, dividend and other
income, education level of householder), and other factors. Painter shows that the
impact of income and education is similar across the models. The author insists the
importance of orrecting for sample selection when using cresstional data. The
findings of research support the idea that other models overestimate the importance

of age and immigrant status in tenure choice.

Si-Ming Li and Limei Li (2006) study housing tenure chang China by using Cox

Proportional Hazard Model. The interest of their paper is to investigate the
transition from renting to owning. Results of the model show that higher education
attainment and higher age of households associated with increasing
homeavnership. They also find out that, a more important factor in changing

housing tenure type from renting to owning is changes in marital status.

Laaksonen, et al. (2008) examine homeownership and mortality by using Cox
Regression analysis. At the end béir study, they show that renters have higher
mortality than homeowners after adjusting for household income, occupational

class, and educational level.

Gary Painter and KwanOk Lee study housing tenure transitions of older households
by using Cox Proptional Hazard Model in 2009. In their study, they investigate
why older households make housing transitions from owning to reftimay. show

that age is not related directly to housing tenure choice for older households.
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Instead, having lower health statand being a single head of household is the
important predictor of housing tenure transitions for older households. Also they
find out that living next to one's children lowers the probability of shifting from

homeownership.

Another study is from WaynR. Archer, David C. Ling and Brent C. Smith (2010).

They use Cox Regression in order to investigate homeownership duration in the
residential housing market. They examine the effects of structure features, tenure,
household characteristics, and neighborthdactors on ownership turnover rates.

The resul ts of their study show that t
strongest power behind the ownership turnover rates.

2.1.2.2.Race and Ethnicity

Race and Ethnicity is the other popular topic in homealmp studiesKain and

Quigley (1972) examine the differences between black and white households on
homeowner ship behavior i n A Hoawsershipy Mar k
and Savings Behavioro. I n order to inve
and purchase, they develop a model to the socioeconomic characteristics of a
sample of 1185 households in the St. Louis metropolitan area. As the result of the
probability of ownership equation, they find that old couples are more likely to be
homeownershen young couples. Income and employment have positive ffect
homeownership. The findings of the study strongly indicate that there are important
differences in homeownership among races. Black individuals are less likely to
become owners than whitediniduals of similar characteristic. Housing market

discrimination limits homeownership for black individuals.

Anot her study on ethnicity is from Bour e
Housi ng Ten TheeauthGre exanireh® issue by givig particular
attention to the endogeneity to current income and wealth relative to tenure choice.

The authors drive the probability bbmeownershigs the function of relative cost
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of owning and renting, the constraint of household, marital status, agen of

people in the households. The data cover the years 1993 and 1994 from Household
Economic Surveyonducted by Statistics New Zealarithe results of the study
show that a small portion differences in homeownership is explained by household
endowmets. Also controlling the endogeneity of factors such as wealth and income

hasanimportant impact on tenure choioétwo main ethnic groups in the study.

Bostic and Surette (2001) in the study c
in Homeownership Rats by Race and I ncomeo, examine
among U.S. families. The main idea of the study is to identify which types of
families driving these trends, and the factors behind thisTise paper focleson

racial issues in homeownership amgdamilies grouped by income levéls a first

step of the study, the authors examine trends in averageomeownershipates.

According the authorghe mortgage market is governéy the roles of race,

ethnicity, and income. So the impacts of race iaedme are taken as a first stage.

As a second step, Bastic and Surette examine the differences in homeownership
between minority and nonminority familieghe third step is to identify the factors

that explain the chaimyg trends in homeownershifghe stuly uses data of Current
Population Survey between the years of 1989 and 1B88veenthis period
homeownership increased for all racial groups according to the Taaauthors

estimate a discrete model of homeownershige results of the model show thiae

ownership rate incresas more sharply for blacks, Hispanics, and leineome

families between these period#lso authors argue that the differences in
homeownership betweaninority and nonminority families decline between these
years.The ame tred is valid for the differences between middle income and lower

income families.

I n the paper of MfARace abhdnéglomMeeWwnecCshl j
Margo (2001) examines the trends in racial differences in homeownership and
housing values andesidential segregationThe paper uses the data of lma

household heads from the census Integrated Public Use Microdata Series in United
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States.According to the data, racial differences in homeownership and housing
values have narrowed among male houskhwads over the 0century. The
proportion of black male household head who were homeowners rises between the
years 1900 and 1990his increase is smaller for white male household heads. For
this reason, it can be concluded that the racial gap in hensship fell between

these years.

Painter, Gabriel, and Myer&@0J) investigates housing tenure choice among racial

and ethnic groups in ARace, | mmi grant St
end of the study, they argue that income, educatiomignant status largely

explain the homeownership differences between Latinos and whites, Asians are as

likely to choose homeownership as whiaes

Another study about race is from Deng, Ross, and Watcher (2003) in the paper of
ARaci al Di fnfieeorwennecresshiipnn. Hohe Effect of Re
study, the metropolitan sample of the American Housing Survey for Philadelphia in

1985 is usedThe authors construct three models for their investigation. Model |

helps them to compare their reswitish existing literature. Models Il and Il are the

focus of their paperModel | is astandardtenure choice model that controls
demographic and financial characteristics. Demograghiaracteristicsinvolve

family structure, age, education. Financiabdcteristicsinvolve family income

and dowpayment constraint in housing demaibdels Il and Il include racial

and income composition of a location, and two constructed varidlfiese models

of tenure choice show that, credit constraints decline likelihood of
homeownership, higher income increase the likelihood of ownershligo
dowrpaymentconstraint las important effect on AfricaAmericansh ous ehol ds 6
decision on homeownership. The authors conduct simulation analyses in order to

find the magrtude of the effects on constraints. They conclude that the racial
differences irhomeownershi@re reduced by 17 percentage point or by 77 percent

when the authors eliminate credit constraints in the médethe result of the test,

the authorscannotfind anyevidencethat residential location outcomes lower the
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rate of homeownership among Africdmerican household#fter they control for
neighborhoodsthey find that racial differences in homeownership are larger than
originally believed. The endowmengxplainless tharhalf of these difference§.he
simulations in the paper indicate that racial and income segregation plays an

important role in homeownershgerosshe metropolitan area in the model.

2.1.3. Psychological Factors

Another interestingopic is the psychological factors of homeownership and tenure
choice. The review also suggests that a number of studies argue that
homeownership providesanysocial and psychological benefits to the households.

Elsinga (998 examines different meaningé homeownership and experiences of
homeowners by taking into consideration of writings of Saunidetiseir study of
AThe Me ani nugderDifferefit EonditioresEmpirical Evidence from the

Net her The rstddyadms to identify the differences iadvantages and the
experiences between homeownership and renting. The sample for the survey is
selected in two urban housing market aneathe Randstad in Netherlands, 50
homeowners and 400 renters participate in the survey. A Principal Components
Analysis is applied to the outcomes of the surveys. First of all, the authors
investigate income position. Three classes of household inaoedentified: low
income, medium income, and high income. Second indicator is about the quality of
current dwellng. The third variable is the length of occupancy. According to the
result of the study, homeowners are more concerned about maintenance and finance
than renters. They score higher on their sense of freedom, and also homeowners feel
more tied down to theiplace than renters. Atteer result is that, there tagher
satisfaction rating among homeowner s.
according to Elsinga renters are generally more attached to#igihborhood than
homeownersHomeowners feel more resmmbility for the financial arrangements

and formaintenance. Also homeowners are more satisfied with their neighborhood,

their dwelling, and their housing costs than renters.
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Coolen and Hoekstra (2001) i nPrefdresesr art i
for Housing Attributeso want t o study
homeownership such as goals and values. In this article, authors useemeans

theory in order to examine different housing attributes. There are seven phases of

the meangend chans. The first one is the elicitation oélevantattributes. Second

one is selection of the attributes. In this phase the respondents select from the list of
several attributeghose that are most important for them. In the third phase,
respondents drawub the attribute levels. The forth step is the key phase of means

end chains. A senstructured laddering interviewing technique is used in this
phase. In this process the fiwhyo questio
the respondent to the cgimns. The fifth phase is thenstructionof meansend

chains withreferenceto interviews. A hierarchical value map is constructed as the

six phase. And lastly, this mapagalyzedand interpretated.

Coolen, et al.(2002)aim to identify the effect®f motivational micro level factors

such as goals and values on intended tenure choice by using extendeeemaeans

model which is based on meagsd theory, in their study 6f Val ues and Goa
Determinants of I ntended Taraconstacteddroi ce 0.
the study: basic values, hedonism, family values, structure and order, power and
achievement, selisteem, esteem from others, and self actualization. At the end of

the study, age, current tenure, income, household consumption atmo8h%o of

the explained variance, and value orientations and the goals contribute 9% to the
explained variance of intended tenure choice. The authors examine two aspects of
housing: investment and consumption. The investment aspect of housing is more
relaed with the values like power, achievement, and goals like wealth. The
consumption aspect seems to be more related with the values like family values, and

goals like harmonious family life.
Danny BenShahar (2007)examines housing tenure choice by focng

psychological and economic factors in their sté@dgnure Choice in the Housing

Market: Psychological Versus Economic Factors. In the study, he identifies that
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both psychological and economic factors involved in tenure choice, and also it is
argued thta psychological factors and economic factors are highly correlated.
However according to BeShahar, psychological factors are more significant than
economic factors. In fact, he argues that psychological factors may be the main
underlying determinants @conomic housing tenure. That is psychological factors

may be more meaningful than the econofaators

2.2. Concluding Remarks

To sum up,empirical evidences from previous studies show that one issue of
primary importance is the economic factors bdhthe tenure choice decision.
Almost all studies argue that housing demand is both income and price elastic.
Higher wealth and current income increase the probability of homeownership.
Between these &ors permanent income bringsore attention in housing
ownership decision in previous studies. Another important factor is the price,
income uncertainty and constraint issues. There is a consensus on the negative
relationship between uncertainty and probability of homeownership. For most
households homeownéiip can be seen as a trust against rantl price
fluctuations. Some of the previous studieguarthat a dowpayment requirement is

an obstacle for homeownership. Again credit and wealth constraints are important
barriers for owning a dwelling. Familiesealess likely to own in an economic
environment with high house price volatility. Also, some studies focus on negative
impacts of transaction cost on homeownership. An issue that is a point of
controversy among many researches is the relationship betweerployment and
housing ownership. The main argument is that renters are more mobile than owners.
For this reason, some researchers argue that homeowners have greater probability of
being unemployed than renters. However, some evidence on opposite sigie is
demonstrated by some other researchers.

The literature also has vast amount of instances of studies about social and

psychological factors behind homeownership. Most research literature partly or
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completely argue that there are important racial athnic differences in
homeownership choice. Another observation is that, higher levels of education may
bring higher demand for housing. There are also great amount of study about
demographical factors behind housing tenure choice, however effects ef thes
variables may change with respect to related case study areas. A final observation is
that homeowners have greater life satisfaction and self esteem than renters. They

have more sense of freedom, and also feel more tied down to their location.

The literature survey shows that therearsimportant gap irhousing literature in

Turkey. This thesis aims to ake a contribution to fill the gap in the literature about

housing tenure choice in Turk®y choosing Ankara as a case stublye effects of

these elated socieeconomic factoron housing tenurdiscussed in théterature

surveyare investigatedor the case offurkey. A new research agenda focusing on

di fferences in householdsd tenurocbechoi ce€
developed for tid purposeAfter reviewing this evolvingempiricalliterature, rext

chapter of the studgonceptualizes thineoretical framework and hypotheses of the

thesis.
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CHAPTER 3

THEORETICAL FRAMEWORK AND HYPOTHESES OF THE THESIS

3.1. Main Purpose and Metlod of the Study

The main subject of the study is to investigate transition from tenancy to
homeownership by examining the case study of Ankidra.literature survey in the
previous chapter illustrates that economic factors dominate the process obtransit
from tenancy to homeownership. Another important result is that-sgoieomic
factors affect the timing of shift tbomeownershiphowever the effects of these
factors change according to different case studiesa resultof the arguments in

the literature surveyhe study isdivided intotwo stepsin order to test these two
important resultsin the first stepthe main argument is carried on by focusing on
economic factors. That ig,is investigated whether a household is able to shift from
rening to owning by taking into account wealth and income constraints. By
considering househol dsd monthly measurahb
shifting from tenancy to homeownership are examined in the first step of the study.
By using quintile incora distribution of households, it is hypothetically tested that

whether different income quintiles are able to become homeowners.

Second step evaluates the second result of the literature sAfteryinvestigating
which income quintiles are able to btiyeir own housing units, shifting from
tenancy to homeownership is investigated by considering effects of different social
and economic factorgn Turkey. In this part, it is aimed to figure out in which
period of their lives households make decision taft sirom tenancy to

homeownership for those who are economically able to achieve this transition. In
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this respect, the second step of the study is the examination of effects of different
sociceconomic factors on the probability of shifting from tenancy to
homeownership and housing tenure choice decision. While examining when
households are able to shift from tenan
decision on housing packages are investigated in the second step of the study.
Households start to seek fdwelling units with particular bundle of attributes,
suitable location, and acquirable price. Households with different social and
economic backgrounds decide to buy different dwellings in different locations
which are corresponding with their tastes. Sédealculations will be differentiated

for different housing provision methods in order to make a comparison between the
probabilities of homeownership that different methods provide for households. The
mobility between different locations of Ankara is eMaed by considering housing

tenure choice.

3.1.1. The Method of the Study

The thesis examines tenure and housing consumption choices of recent homebuyers
only. There are a lot of possibilities for households. The main purpose of the study
is to examineghe shift from renting to owning, and whether households prefer to
change their current locations in order to become homeowners. For these reasons,
the possibilities are reduced into following alternatives by the help dofttitly of
¥zyélderéem, et al. (2005).

In order to identify the shifts from tenancy to homeownership, apevimd world

will be used in the study (t=0 represents the current time period, and t=1 represents
the future time period)in t=0, there are twalternatives, the household may be a
renter or an owner. In this thesis, the mobility between locations is also important.

For this reason, households have two alternatives again: moving or not moving.

In the first case, let household be a renter:
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Case 1Assumption: t = 0, household is a renter

— Alternative 1) Renter|t=1(Current Location)

i: Not buying a new dwelling
Buying a dwelling as investment purpose not for its own use

— Alternative 2) Renter|t=1(Other Location)
Renter|t=0
—— Alternative 3) Owner|t=1(Other Location)
Higher Social Status
Similar Social Status

— Lower Social Status

— Alternative 4) Owner|t=1(Current Location)

In this casethe household is a renter, and suppose that s/he is able to purchase a
dwelling, which can be located at current district of households or somewhere else.
According to the utility functions of owning and rentirige household makes the

decision. In this case, the individual can have four alternatives.

If the preference of household about renting is greater than owning, then household
will stay in the curent location as a renter. There is not a move or change in the
current tenure condition. This preference is represented as Alternative 1 above.
However, there is also the possibility that household may purchase the dwelling as
an investment purpose, butefers to stay at the current location again as a renter

because of social or locational preferences of household about the current location.
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Another alternative is that, household may prefer to move but again being a renter
in the new location. The maireason of this case may be the change in his/her
workplace (Alternative 2).

However if the preference dhe household about owning is greater than renting,
then he/she will buy the new dwelling. In this condititve household moves and
becomes a homamer in t=1, as shown in Alternative 3. In this alternative
household may have the chance to move to another location with the same or higher
social status. However the reverse can be possible, that is household may not afford
to buy a dwelling at aokcation with the same or higher social status, so prefers to
move to another location having lower social status and housing prices for the

purpose of becoming a homeowner.

The forth alternative is thathe household may have the opportunity of purch@si
a dwelling at the current location (Alternative 4).

In the second casthehousehold is a homeowner in current time.

Case 2Assumption: t =0, household is a homeowner

—— Alternative 1) Owner|t=1(Current Location)

Owner|t=0——» Alternative 2) Owner|t=1(Other Location)

L » Alternative 3) Renter|t=1(Other Location)

In the first alternative, household may move to another dwelling in the current

location as a homeowner because their prefereatumst housingnay change.

68



The seond alternative is thathe household may change the current location in
order to shift to a better dwelling as a homeowmerthis alternative, the main
determining factor is social preferences of households about the amenities of
location, and in genat they are able to carry out this process by selling one of their

current properties.

In the third alternativethe household may prefer to move from current location and
become a renter in a new location. In general, the main reason of this alternative

would be the change of workplace.

There can be another statistical alternative that household become a renter in their
current locationwhich may be related to tretachmenbof the household to that

locality.

In this thesis, the first purpose is tovéstigate the decision of households about
shifting from renting to owning. For these reasons, the third and the forth
alternatives of the first case are the main problem areas of the Atuditerature
survey illustrates social and economic factorscfthe possibility of this move and

househol dsdé decision on |l ocation and dwe

Two steps of the thesis use different methausthe study Each of them is

discussed in the next sections of this chapter.

3.11.1. Step 1: Different Economic Wag of Shifting from Tenancy to

Homeownership

As discussed in the literature survey in the previous chaptenderson and
loannides (1986) study the utility functions of both renters and homeowners. In
their model, utility function is composed of differarariables, which aréhe price

of owning (for homeowners) or rental price of housing (for rentdrgprice of all

other goods, permanent real income, and disturbance term. Here disturbance term
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comprises variables which are not included in the modet heighborhood

amenities.

Permanent income is the main determinant factor when households purchase a
dwelling by using housing credits. However in Turkey, the ratio of using housing
credits in housing purchase is not as high as the ratio of housits ¢énecountries

with developed housing credit markets. For this reason, in this part of the study, not
only permanent income but also transitory income and wealth of households are
added to the model because they play importans mleenure choice désions of
households in Turkey. For this purpose, like the model of Moriizumi (2003),
measured income is added into the model instead of taking into consideration of
permanent income only, because measured income includes both permanent and
transitory incone. Also again as Moriizumi (2003), liquefiable wealth is included
into the model. According to Moriizumi (2003) the saving behavior of housghold

is also related with the plans about purchasing housing. They save more if they have
such a plan. So, the am@t of wealth is affected from purchase plan equations of

households about housing.

That is,

ﬁ u = f (pOl pX! Y! W; Q)) C) (31)
A W=f(p, p. Y, w,8) O (3.2)

where,

U, : Utility function for homeowners
U, @ Utility function for renters

Po : Net price of owning

pr : Rental price of housing

px . Price of all other goods

Y : Measured income
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w : Liquefiable wealth

&, & : Disturbance terms.

In these conditions, if the utility of owning is greater than the utilityesiting,
household prefers to own; and if the utility of renting is greater than the utility of

owning, then household prefers to rent.

I n Chapter 5, househol ds o deci si on on
considering these economic factors. Without iagdsocial characteristics of
households, it is investigateldat whether households are able to buy a dwelling. If

utility of owning is greater than utility of renting, then households prefer toasvn

a result of these equations based on economic faabmrge By calculating their

income and prices of 3+1 room dwelling units in different locations of Ankara
(¢tankaya, Ma ma k , Altéendaj, G°Il bak e, Et
Yenimahalle), it is examined whether different income quintiles are able to own a

dwelling unit.

3.11.2. Step 2: Effects of Different SocikiEconomic Factors and Housing
Provision Methods on the Probability of Shifting from Tenancy to
Homeownership, and Location and Housing Packages Decisions of Households

while Purchasing a Home

After examining which income quintiles are able to shift from tenancy to
homeownershi@and different economiways of this shifin Chapter 5, effects of
different socieeconomic factors on the probability of shifting from tenancy to
homeownershipand decision of househo#boutlocation and characteristics of the

dwellingunitsare examined in Chapter 6.
In this part of the study, the analysis is based on Cox Proportional Hazard Model.

Cox Proportional Hazard Model i s a metho

is a method of analyzing whether or not an event will happen. Cox regression
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provides an estinta of the treatment on the survival rate, after adjustment of the
explanatory variabf@ . Li ke other regression model
Hazard Model, coefficients of the explanatory variables are estimated. That is, Cox

Regression determines thdateonship between survival and explanatory variables.

ARCox's r egr e sparancetric apmoacta to swviwal analysis. The
proportional hazard model is the most general of the regression models because no
assumptions concerning the nature or stafpe underlying survival distribution

are required. The model assumes that the underlying hazard rate (rather than
survival time) is a function of the independent variables (covariates). The method
does not require that a probability distribution be falfynspecified; however, in
contrast to nonparametric methods, Cox's regression does use regression parameters

in the same way as generalized | inear mo

Some housing studies also use Cox Proportional Hazard Model particalarter
to analyze the duration of housing tenure choices. Cox Proportional Hazard Model

is originally introduced by David Roxbee Cox in 1972.

One of the main purposes of this thesis is to investigate the probability of shifting
from tenancy to homeovenship, and what specific life course events are important
in this shift. In this respect, Cox Proportional Hazard Model provides important role
to evaluate the role of soceronomic factors affecting the episode of housing

tenure change and the timingtbé shift.

Like in the study of Li and Li (2006), the shift is investigated by taking into account

of both economic and soetemographic factors. For this purpose, a survey is
carried out in different parts @afhetankay
responders of the survey are the households who recently bought a house. The
survey contains information about the value of the related house, and socio

economic characteristics of households. In secionomic characteristics,

2 http://www.statisticssolutions.com/methedsapter/statisticaiests/coxregression/
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measured income is @3 as the variable representing income of households.
However, as it is discussed befoaéso wealth of households is an important
indicator in the decision of purchasing a house. For this reason, the survey has
information aboutbothh o u s e h o | d sdoécurren wealtin.eAlsa m order to

test the income effect on this decision, the survey contains information about the job
history of households. In other évaluate the effects of social and other economic
variables in tis shift, the survey contains imfmation like age and education of
households, changes in marital status, times of birth of children, retirement status,

change in family composition, history of tenure choare] average household size.

In Cox Regression, the dependent variable is @ale status variable, and it is
binary in nature. The value of 1 is given for events that happen, and the value 0 is
given for events that do not happem this case, the status variable is the housing
tenure of households. It takes the value of 1 & tlousehold is homeowner, and

takes the value of O otherwise.

There isfitimed variable in Cox Regression which measures the duration of the
status variable, and independent variables are called covariates. Covariates can be
categorical variables or dummwariables. In Cox Proportional Hazard Model,
hazard is the event of interest occurring, and hazard ratio is the probability of events

happening in time t+1

Let,

X ={X1, X2, ..., %o} (3.3)

be a vector of 1 or more explanatory valésb(covariates) that are believed to
affect housing tenure choice of households. These variables may be continuous or

3 http://www.statisticssolutions.com/methedsapter/statisticalests/coxregression/

4 http://www.statisticssolutions.com/methedsapter/statisticalests/coxregression/
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may be dummy variables which takes the v

the value of 6006 ot her wi se.

Xb is a linear regression function:
( Xi+ 2B+ B+ € + X P (3.4)
where, bbdés are unknown parameters.

In this model, the probability of endpoint of an event is called the hazard f(t)
demonstrates the baseline hazard functiod,gR,t) is the hazard function at time
t.

The proportional hazard function is dnivas:
Ah(x o®ef’ =( Archer, et al. 2010). (35)

i’ P is the exponential function that specifies how the exogenous variahles (x
X2,..., %) affecth( x , (Arghér, et al. 2010:45)in this thesish(x,t) represent the

probability of shift from tenancy to homeownership at time t.

A Co x regression- iokdlaii Mo dmaed tmumat es o f
without, the necessity of specifying the baselin@zard function, {ft). The
proportional hazard model evaluates the probability of ownership termination,
conditional on ownership of the unit to that point in time. Therefore, the model not

only evaluates the determinants of turnover at the time of nation, but also
analyzes the behavior of the wunit's owne
(Archer, et al. 2010:45).

5 http://www.statisticssolutions.cdmethodschapter/statisticalests/coxregression/
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AOne I mplementation condition of the Cox
events over the observation period. This cbadiis typically not met by economic

data, which are most often gat HAechex,d per i
et al. 2010:45). However there are other implementations which are right and left
censoring. The most common form is right censqrihg period of observation

expires before the events occur, suchlih@shousehold may not able to shift from

tenancy to homeownership at the end of the period. The second type is left
censoring. If initial time of shifting from tenancy to homeownershipnknown,

that is left censoring. In some observations, there can be both left and right

censoring.

All analyses are carried out separately for different regions and Cox Proportional
Hazard Models are used to estimate hazard ratios comparing differatibihs of
¢ankaya and Yenimahalle districts of Anl
problemarea ofthis study isexamination of th@robability of shifing from tenancy

to homeownership at time t. The dependent variable is the length of housing ten

(start as a tenant until switching to homeownership). The independent variables can

be socieeconomic factors like income, wealth, adiee-year age groups), marital

status (married, never married, divorced, and widowed), birth of the child,
educationlevel (Primary School, High School, University, MS Degree, PhD

Degree), retirement, average household size, and etc..

Cox Proportional Hazard Models predict the likelihood that a household shifts from
tenancy to homeownership. It is aimed to investigeltech households are more

|l i kely to become homeowner&ox 6Lsi panodp olr it i
hazards model, is employed to overcome the conceptual difficulties that arise in
normal regression context in handling incomplete episode of housinginand
measuring explanatory variables whose values change during the time that the

household is at risk of making the chang
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Cox Proportional Hazard Models estimate hazard ratios with 95% confidence
intervals in this study. In ordeo ttest which dependent variables are significantly
related to the shift from tenavaloegis t o ho

calculated. If the value is smaller than 0,05, then the related variable is significant.

The second step is the calculatmri t h e h dlzedazard ratia is & measuré

of the sensitivity of ownership termination to changes in an independent variable.

For example, a hazard ratio of 0.90 means that a one unit increase in the
independent variable is associated with a XHicgnt decline in the hazard.
Conversely, a hazard ratio of 1.10 implies that a-wmé increase in the
independent variable is associated with a 10 percent increase in the conditional
probability of ownership ter meamafarthe no ( A
significant independent variables, if the hazard ratio is smallerlthahichmeans

there isa negative relation between this independent variable and dependent
vari abl e. The corresponding b valivee of t
sign in this case. If the hazard ratio is greater than 1 that means there is positive
relation between this independent variab

of the related independent variable will have positive sign in this case.

Chapte 6 also investigates the link between probability of shifting to
homeownershipand ous ehol dsd odati ®¥nomndnhousing
housing market is not a uniform entity; rather it can be considered to be a set of
distinctive submarketsarigh f r om structural and | ocatia
(1996:67). For this reason, tenure choice and ways of shifting from tenancy to
homeownership vary across different locations. As a result, two residential districts
corresponding to different sulamkets are identified for the case study of Ankara as

¢tankaya and Yeni mahall e.
Different households in the society have different tastes for various components of

housing package For that reason, each household conducts an extensive search for

a dwelling appropriate to their tastes and income after they decide to buy a dwelling
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(Rothenberg, et al., 1991). They search to find an equilibrium point between

di fferent characteristics and | ocation o

In Classical Economyrational household will choose a residential location by
weighting attributes of each available alternative. These alternatives compose
different variables like accessibility to the workplace, shopping, and schools;
quality of neighborhood life; travelost; dwelling characteristics like age, number

of rooms, types of appliances, etc. (McFadden, 1977). In housing location decision,
households focus on a trad# between these characteristics and location of the
dwelling subject to income constraint. Fdhese reasons, three important
components can be identified in the process of decision on housing purchase:

location, characteristics of the dwelling, and income of households.

One of the decisions in the process of housing purchase is about thenladatie

dwel |l i ng. There i s an i mportant i1 teratt
first proposed bident as the basis for land use and urban location theory. He
developed a deterministic equilibrium model in continuous space, where utility
depends on the consumption of a generalized good, property size, and distance to
the central business district (CBD), sub
2003:772) . I n Al onsods model, it i s asst
and thee is identical transport cost at a given distance from CBD. That is, locations

are differentiated only by their distance from CBD, and the utility functions of the
households are derived through the concept of willingtepsay ( P®r e z, et
2003).

Solow (1973) and Rosen (1974) made important contributions to this model by
introducing the theory of hedonic prices into the model. Also in 1973 Ewans
defined the lot size, the time devoted to work, the travel time to work located at the
CBD, and the time deot ed t o ot her activities as s

Morisugi and Yoshida (1986) link location models with the value of time theory
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developed in transport research, and they concluded that the time spent at different

activities is the principalsouc e of wutil ity (P®rez, et al

ADi fferent |l ocations provide different
according to the value he or d&theessetafssi gns
attributes describing the dwelling and the envirenmincluding the neighborhood.

The choice of location also determines different individual utility levels depending

on its spatial relationship with the location of activities performed by each
household member, that is, depending on individual accessitiy v ar i abl es o
et al., 2003:773).

In the process of housing purchase, also variety of other residential location
attributes may affect the housing and location choices of households besides
transportation accessibility. These may include theiabocomposition of
neighborhoods, residential density, and the level of public services such as schools,
police, fire, and recreational services (Weisbrod, et al. 1978).

Locations are not unique in the city; for this reason price of dwellings at different
locations also vary. For that reason, households make a decision about the location
of the dwelling by taking into account
different prices, or rents, that are expended from the total family income and reduce

the dsposable income for other goods. Therefore, family members compete with

one another to maximize their individual utility in a space of possibilities restricted

by the household incomedo (P®rez, et al .,

The second decision is about the charasties of the dwelling, such as agize,
quality, condition, and price of the dwelling. Households drive utility from these
various characteristics of the dwelling. Also housing prices vary in relation to the
dwelling characteristics. For this reason, $eholds make a decision about

characteristics of the dwelling again by considering the income constraint.
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Housing is a heterogeneous good. For this reason, in economic models housing is
taken as a combination of different structural and environmentateels. In

empirical analysis price of each dwelling is estimated by the help of hedonic pricing

i ndex (T¢irAelhedlodn8ilc) .equation is a regres
values) on housing characteristics. The independent variables represent the
individual characteristics of the dwelling, and the regression coefficients may be
transformed into estimates of the iIimplic
2003:68). Equilibrium in the housing market is driven by the relationship between
marke prices of the dwelling and the characteristics of the related unit (Rothenberg,

et al., 1991).

Consider housing is specified as a vector of those characteristics:

Hi = (h, hy, ..., ) (3.6)

Where, each his the amount of a particuldilousing characteristics, such as age of

the dwelling, floor space, condition, structural characteristics of the dwelling, social
structure of t Ahes defineg a spacaimwhich each éddusing unit

is defined by such a vector; transacton®s housing wunits are t
saleso of bundles of char act,.eh)insludésc s . |t
all attributes necessary to describe the housing unit completely and that each
attribute is capable of objective measurementh(o u g h certainly h
valuations of alternative combinations
55).

Also, the price of the dwelling can be written as a function of prices to particular

bundles of characteristics of the dwelling:

p(H) =p (h, by, ..., by) (3.7)
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Where p(H) is the market value of the dwelling with characteristics thy, hy, ...,
h,) (Rothenberg, et al., 1991).

However, there is another important point which should be introdudedthis
model. Here, price of the dwelling is calculated by adding prices of different
characteristics of the dwelling. However in reality, similar characteristics of housing
are priced differently in different locations of the city. That is, the prickvadlings
with similar characteristics may have different prices or rents in different locations.

For this reason, in order to calculate the price of a dwelling, location of the dwelling

(d)) should also be introduced into the model. Then,

p(Hidj) = p (hd;, hed;, ..., kd) (3.8)
where,

d;: the location j

p(Hid;): the price of ' dwelling in location j.

Household make a decision which maximizes their utility subject to their budget
constraint. A household with a vector of seemmomic characteristics drige
utility function from various characteristics of the dwelling)(thnd from the non
housing goods (Z) (Palmquist, 1984).

As a result, the utility function of the household can be written as:

U = UHid; Z) = U(ud;, ..., hd; 2) (3.9)

where,

Z: the quantity of all other goods and services consumed.
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So householddés income function can be wr
Y = {p(Hd).(Hd) + p2).Z +T(k, )} (3.10)

where,

p(Z): the price of all other goods and seedc

T(k, d): Transport Cost
k: Unit Transport Cost

As a result, the househol dos money i nco
m=Y -T(k, d)
= p(Hd).(Hidy) + p(2).Z (3.11)

Utility maximization is achieved when a combination of Z andrtées both the
budget constraint and the first order condition. The household chooses a dwelling
with the combination of characteristics yielding it the greatest satisfaction given
their income and their relative tastes for each characteristic and for allgotbes

and services (Rothenberg, et al., 1991).

Then, the problem has two dimensions. The first one is that, households face a
residential location decision subject to their income level. The second one is the
decision about different characteristicstioé dwelling, again subject to the budget

constraints of the households. Two decision matrixes can be drawn as results of

these discussions.
First of all, households search for a dwelling which is suitable for their tastes, and

they seek for locations whe they can find that dwelling with suitable bundle of

attributes:
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Housing Attribute Packages at Different SAkeas:

d1 d2 d3 . . . dj
Hl B Hldl Hldz H1d3 . . . Hldj N
H 2 H2d1 H 2d2 H2d3 . . . szj
Hi Hidl Hid2 Hid3 . . . Hidj

As it is discussed before, the prices of similar dwellings may also vary across
different locations. So after households decide to buy a dwelling with a particular
bundle of attributes, then they seek for the affordable pria#fierent locations
where they can afford to buy it. That is, in the second matrix, households make a
decision for dwelling units with a particular bundle of attributes at different

locations by considering price constraint.

Price of Housing Attribute &kages at Different Stfreas:

[ P(Hudh) P(Fhdb) P(Hhds) . . . P(Hud)) |
P(Hd) P(Hdb) P(Hzds) : : : P(Hd)
P(Hdy) P(Hd,) P(Hds) . . . P(Hd) |

82



This thesis aims to i nyvlesetwodiffete mairxass e h o |

when they decide to buy a dwelling.

3.2. Hypotheses of the Thesis

A set of hypotheses, related with the case study of Ankara, are put forward
considering each stage discussed above. Hypotheses of the thesis can be classified
under two headings. The first one is about the first part of the study: ways of
shifting from tenancy to homeownership. The second group of hypothesis is about
the effects of different socieconomic factors and housing provision methods on

the probabiliy of shifting from tenancy to homeownership, and about location and

housing packages decisions of households.

3.2.1. Hypothesis about Ways of Shifting from Tenancy to Homeownership

Empirical evidence shows that there is an important literature on redigtween

weal th accumul ati on, househol dsé savings
(2000) examines the correlation between housing tenure choice and savings
behavior. Especially because of credit constraints, wealth and savings become an

importantcomponent in homeownership studies.

However numerous theoretical and empirical studies focus on income constraints
because sheltering purpose of homeownership is the main focus of most studies.
The findings support high correlation between income ancebamership.

However, in countries where there is a well developed housing finance system, the
permanent income of the family is the main determinant of housing demand
because families are able to repay credits, which will not exceed a specific
proportion of their permanent income. In such an environment, there is a high
tendency of homeownership, and also it is possible to define a systematic

relationship between income of househol d
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However this systematic relatiamay not be visible in Turkey. Lee and Myers
(2003) focus on importance of income effect on homeownership. The findings of
their research indicate that the effect of permanent income is greater than the effect
of transitory income. These results are morasient with the economies of
developed countries, not with the economies of countries like Turkey where there

wasnot an effective housing finance systantil recently

In countries like Turkey, where there is a lack of well developed housing credit
maket, the demand for homeownership in housing is mostly related to the wealth
and savings of the family than the cur.i
1996b) unlike developed countries. In Turkey, although the Mortgage Law was
enacted in 2007, it caoh enable the financial market establish an effective
mortgage credits as long as interest rates remain high. In fact, it only provides some
institutional arrangements on current housing financial system in the country. As
Erol and Patel (2004) argue, dteethe highly volatile economic environment of
Turkey, high interest rates and inflation increase the riskiness of both adjustable
rate and fixeerate mortgage contracts. For these reasons, the ratio of using long
term housing credits in housing acquigitis not expected to be high in Turkey.
Also, purchasing a home by the help of housing credits makes households feel like
they will have limited flexibility in their future choices, andwin payment
requirement associated with housing credit plays an imapbrrole in home

purchase particularly for young households with little accumulated wealth.

Table 3.1 illustrates that both number of households who used housing credits and
amounts of credits after the yeE397. However being the fact that interestesabf
housing credits still very high in Turkey, the effects of housing credits on

homeownership cannot be directly defined.
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Table 3.1. Total Housing Credit Amounts and Number of People Who Used
Housing Credits between the Years 1997 and 2010

Year Million TL Number of People
1997 12 2315
1998 26 2001
1999 17 645
2000 154 2756
2001 30 454
2002 125 1148
2003 281 2694
2004 487 3771
2005 172 981
2006 0 1
2007 2 15
2008 8 53
2009 18 163
2010 19 228

Source Data:THE BANKS ASSOCIATION OF TURKE (2001), Consolidated Report on
Consumer Loans and Housing Loans, 19972010 2001,
http://www.tbb.org.tr/net/donemsel/default.aspx?dil=EN.

The unequal opportunity of owning a dwelling between different individuals is
related with the fact that housingedits that have been provided from some public
funds are not available for every individual in the society. Previous savings and
wealth of the family become the main factors in housing acquisition process.
Because of these reasons, in most cases housepadter to combine different
financial tools when purchasing a home such as saving, transferring from parents or

relatives, and using housing credits.
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There are a set of hypotlesgelated with this topias a result of these discussions

Hypothesis 1 Credit and wealth constraints are important barriers in

homeownership for lowniddle income groups in Turkey.

Hypothesis 2 Mortgage creditsin current conditions wouldhot significantly
increase the probability of homeownership for households who arabb®tto
purchase a dwelling because of high interest rathgh leadto high debt service

with respecto theirincomesand low loan to value ratios in Turkey.

3.2.2. Hypothesis about Effects of Different Socio Economic Factors and
Housing Provision Methods on the Probability of Shifting From Tenancy to
Homeownership and about Location and Housing Packages Decisions of

Households

The analysis of housing market in Turkey is a complicated study because housing
development process is highly differemarfr advanced countries. The dual concern

of households that includes sheltering and investment aspects of housing demand is
particulaty important in Turkey. There hadot beena welldeveloped housing
finance systenuntil recently, and it is notet operaing at affordable conditions for
moderateto-lower income householdPue to the absence of a well functioning
housing credisystemfor mosthome buyers, peculiar forms of housing provision
have been developed that rely on the wealth and equity finaceapilities of
individuals in the society. In such an environment, probability of homeownership
may also depend on some coincidences for modardtever income groups, such

as joining to a cooperative or having the opportunity of building an unauttiorize
housing, which may be subsequently regularized. Another opportunity of
homeownership is for the owners of urban land through making deals with small
capital house buildefyaps at - &) who prefer (and can
dwelling units that they built on the plot. Therefore, homeownership in Turkey

depends to some extent on the form of housing provision.
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A critical review of literature on homeownership revedleat no developed model

is available for a systematic analysis of the ways about shifting from renting to
homeownership with regard to different types of housing provision in Turkey. In
general, five different forms of housing acquisition can be discugagdhasing

from a previous owner, purchasing from a spative builder either small capital

(yaps at - &) or | arge <capital, sel f provi si
recent years HDA (Housing Development Ad
activities to produce loveost housing and sell to homstehouseholds by providing

credit at below market interest rate. If there is lack of affordable housing credits, the
first two forms rely on the househol doés
savings and equity in building their own housing ¢petivision) as well. House

building by cooperatives in Turkey takes much longer time tharpsalision. The

time span between purchasing the land and getting the occupancy permit for the

dwel ling units may take about ten years

The demand for housy acquisition may be related to sheltering purposes or
gaining rental income and speculative profit. Acquisition of housing for sheltering
purposes depends on savings and permanent income of the family, their preferences
about houses, availability of affdable housing credits, interest rates, etc. The main
determinants of acquisition of housing for investment purposes are expected to be

related predominantly with wealth and sa

Also in this thesis, it is claimed that eter using housing credits or relying on
wealth and savings, in tenure choice decisions may also change with respect to
different forms of housing provision in Turkey. It is expected that the ratio of
households who used housing credits is greater faethwho acquired housing
through cooperatives or purchased from the HDA. In contrast, it is expected that
households rely mostly on their own savings and wealth in the self provision, as

well as in purchasing from a builder or an owner.
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The probability ofshifting from tenancy to homeownership differentiates across

di fferent submarkets. ARThe submarket con
Substitutes are pairs of goods for which an increase in the price of one leads to an
increase in the demandrfthe other. Pairs of goods with similar characteristics are

likely to be substitutes. In equilibrium, prices equalize across substitutes. Within
housing submarkets, prices of houses are similar because submarkets contain close
substitutes. Implicit price of the characteristics of houses are similar for the same
reasono (Bour assa, et al ., 2007: 146) .

characteristics within a housing submarket.

However there is an important price differentiation between different housing
submarkets. Also there are important differences between characteristics of
dwelling units across different locations. For this reason, the probability of shifting
from tenancy to homeownership differentiates across different submarkets in
Ankara becausené probability of shifting from renting to homeownership is also
related with the social preferences of individuals about the location of housing.

Social preferences of households may also become an important factor on tenure
choice decision. Such as, afhousehold igenter and pleasewith their current
location, they may not leave the place even though they have the chance of
becoming homeowner at a different location where housing is available at
affordable prices. On account of not moving from th&rent location, the
household may choose to live as a renter if they cannot afford to buy a dwelling at
the current place or at locations where similar social groups are concentrated.
Instead of becoming homeowners in locations where people in the neigbtdo

are not socially acceptable to the potential homeowners, they prefer to live as
tenants in another neighborhood where they want to live. In related part of the
thesis, mobility between locations becomes important, and it is aimed to draw a

pattern byassociating this mobility with tenure choice decision.
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There are a set of hypothesis related with this topic:

Hypothesis 3Transition to homeownership of households living in private rental
accommodation are expected to be related as much on trgnsdome, including
inherited wealth, as on permanent income, in addition to homeownership

opportunities provided by different forms of housing provision in Turkey.

Hypothesis 4 Forms & housing provision also affedhe probability of shifting

from tenancy to homeownership for households.

Hypothesis 5The demand for a dwelling in different housing submarkets in Ankara
is related with soci@conomic backgrounds of households as well as characteristics

of dwelling units in each submarket.

Hypothesis 6 Existence of housing submarkets with highly differentiated price
levels enable households with different income to buy the preferred housing

package at the submarkets with affordable price sevel

Hypothesis 7Households choose to buy housing in submarl#étere households
of similar socieeconomic characteristics live, although there may be housing
alternatives with similar attribute endowments and prices in some other submarkets.

Therefore, there is high mobility between only certain housingnsaniets.

3.3.Concluding Remarks

This chapter illustrates the framework and hypotheses of the chapter. In the first
part of the study the analysis based on Households Budget Survey in order to
investigate different economic ways of shifting from tenancy dméownership.

The second part of the study investigates effects of different-ecoimomic factors

on the probability of homeownership. The analysis is developed with the help of

Cox Regression Analysis.
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Before evaluatig each step of the thesis and rethhypotheses, the next chapter
briefly summarizes historical developments in housing tenure and housing
provision methods in Turkey in order to understand the dynamics in housing sector
in Turkey. This summary will provide a better understanding for ¢lsalts of the

analysis in the following chapters and evaluation of the hypotheses.
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CHAPTER 4

HOUSING SECTOR IN TURKEY

Before examining the shift from tenancy to homeownership by considering different
housing provision methods, a brief summaryhestorical developments in housing
provision and housing tenure in Turkey are discussed in this chapter. It is important
to note that, the study area of the thesis only covers the authorized housing stocks.
So the chapter summarizes historical developmeantshousing provision and

housing tenure in Turkey.

4.1. The Historical Developments in Housing Provision in Turkey and the

Authorized Housing in Ankara

In a country, housing provision depends on factors such as ownership of land, rise
in land values, sged of urbanization, developments in construction industry, and
interventions of the state on the housing sector. While these factors change with
time, also housing provision methods changes in order to accommodate with these
new conditions and social needAlso, housing provision in Turkey has had
important transformations, and new types of housing provisions have been
developed sincthe 1930s with changing conditions in Turkey (Tekeli, 1982). Also
housing pattern in Ankara has been undergoing signific@anges since 1923, after

the declaration of Ankara as the capital city of Turkey.
The forms of housing provision can be grouped under two headinggraofin

housing provision and speculative housing provision. Under the heading -of non

profit housirg provision, the supply of cooperatives, municipalities, social security
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organizations and Housing Development Administration (HDA) can be grouped.
Under the heading of speculative housing provision, soaglital speculative house

builders (YapSat - él)aragned capi t al construction fi
1996a).

In this study, small and large capital speculative house builders are examined under
the heading of Commercial Developments. The supply of housing by the Social
Security Organizations artle Housing Development Administration are examined

under the heading of Public Sector Developments.

When historical developments of housing provision in Turkey are examined, self
provision of housing historically emerged earlier than the other typé&®uding
provision as it is expected. In 1930s, gmibvision was the principal form of
housing provision. While there was slow urbanization in that period, and urban land
had not gained much speculative value yet, the land cost in housing production was
relatively small. For this reason, local authorities had the possibility to develop
sufficient land for urban growth. This environment provided necessary conditions
for self provision on housing to satisfy housing demand of the society in 1930s. In
this pracess, the role of local authority was to control the housing production
process rather than involving in the process by itself (Tekeli, 1982).

When seHprovision was the main housing provision method in the society, the
most common tenure type would lhee towneroccupation. In this process, the rate

of tenancy would be lower than the rate of tenancy in other periods. The shift from
homeownership to tenancy would depend on changes in the social position of
households in the society. The factors like theangfe in the location of
employment, or divorce, or inheritance may cause some empty stock of housing
units in the market which are the structural changes that shape the new housing
tenure pattern in the society. As a consequence of these changes, thgse emp
housing units may be introduced into the market as rentable units for other

households. This process results in emplacement of the renters in these new empty
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stocks which were abandoned by their homeowners (Tekeli, 1982). The change in

the tenure struate from homeownership to renting is likely to continue also today.

After acceleration of urbanization and the rise in land values, self provision became
insufficient to supply housing demand in the society. With rapid urbanization,
demand for housing stad to increase, and sgdfovision method on housing could

not catch up with this increasing velocity. Also rising land values removed the
possibility of constructing detached houses in single plots for middle income
groups. For these reasons, gelbvision became a luxury method which was only
available for higher income groups as well as in smaller settlements where low rise
house building still dominates. So, in order to satisfy the housing needs of
moderateto-lower income groups, new ways of housprgvision methods started

to be introduced into the market, such as illegal housing provision (squatter

housing) and house building cooperatives (Tekeli, 1982).

4.1.1. The Cooperatives

ACooper at i v e s-govemrhentaldiganeatians have beerproducing

housing for their members (shareholders) since-1880s in Turkey. Cooperative
membersacquire dwellings in freehold ownership status after construction is
finished, and then the cooperative that
20@:2).

After middle income groups lost their opportunity to attain detached houses in
single plots, housing cooperatives started to be established ih93d% in Turkey.

The first exampl e was Bah-eli Evloer Hou
rapid ubanization started to affect other parts of the country, this new type of
housing provision method spread to the whole country in 1950s. Even the first
creators of cooperative formation in Ankara were high ranked bureaucrats, after
1950s, this form of pnasion started to be available for middle and upper income

groups (Tekeli, 1982).
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After housing by a cooperative is constructed, households living in these dwelling
units will be homeowners, but after horizontal and vertical mobility in the society,
someof the dwellings will be brought to the market as rentable units (Tekeli, 1982).
In this section of the study, historical developments and formation of housing

cooperatives in Turkey are discussed.

Housing cooperatives aim to provide housiogtheir members (shareholders) at
affordable prices. Housing cooperatives normally consist of between 20 to 100

apartmentsAs T ¢r el (2002) summari zes:

ACooper at i ves organiatiotsthay ard fousdedcandenapaged in
accordance to the Coopd¢ives Law, dated 1969, and amended in 1988. A
cooperative can be founded by at least 7 persons, and it acquires legal status with
the approval of its charter by the Ministry of Trade and Industry, where all
cooperatives are registered. The Ministry hasatthority to inspect the accounts

and activities of cooperatives. Cooperative members are called members in the
Law, and the council of members has to meet at least once a year to review and
approve activities and accounts of the executive committeeletti executive
committee members for the next year, and to take decisions concerning the work
program of the cooperative and monthly payment obligation of each shareholder.
An officer of the Ministry should be pre

The cooperative movement in the Western countries has close relations with
development of industrial capitalism. The development of the cooperative system

was not an unexpected event; in fact it emerged in order to deal with the unpleasant
consequences ofndustrialization. However, the development of cooperative
movement in Turkey can be seen as an adaptation of housing cooperative models of
Western countries (¥zkan, 2009) with a nm
were social rented housing, wherga®y produce owner occupied housing in

Turkey.
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The economic crisis of 1930s affected the housing sector in this period. For these
reasons, there was a need of new alternatives for housing provision. So after the

declaration of Ankara as the capital aitfythe nation, the first cooperative housing

(Bah-el Evler Housing Cooperative) was
2009).
Bah-el Evlier Housing Cooperative was sh

housing cooperative movement. In this pdrithe cooperative movement in Turkey

has been supported by governments in an ideological manner. The Turkish
Cooperatives Association was established in 1930s which can be shown as a sign of
support towards this form of housing provision. Also in thaiope the State owned

Real Estate and Credit Bank provided credits to finance the construction of houses

by the Bah-el. Evler Housing Cooperati v
2009).

As it is discussed before, the housing cooperative movemetieinWWestern

countries started to emerge as a reaction to negative impacts of industrialization. It

is resulted to meet housing demand of low income households who were living in

poor conditions, insecurity and hardship. However the emergence of housing
coqperatives was not a movement of low income groups in Turkey, in fact one of
the i mportant features of the Bah-eli Ev
its members. They were high ranked bureaucrats who want to solve their housing
problem withte hel p of a housing cooperative
¥zkan 2009) .

After t he Bah-eli Evloer Housing Cooper a
Gévenevloer Housing Cooperative was est al
bureaucr at s wlhEvlerlHeusirig Coopeeativ® dhe site plan of this

new housing cooperative was designed 1in
( Kubi n, 1991 cited in ¥zkan 2009).
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Bah-el Evlier Cooperative was not for med
the frame of cooperative rules. Instead, the members of the cooperatives preferred
private ownership (¥zkan, -operat@ewas formel a h - e |
by these middle/high ranked bureaucrats and was based on the principle of building
housing for prive owner ship by its members. Al s o
advantage for the eoperative in the sense that they could benefit from their close
relationships with the local and central government authorities as well as with the
state owned 200965 0 ( ¥z kan,

Turkey started to shift from agricultural based economy to industrial based
economy after the Second World War. As a result of this process, the level of
migration from rural to urban areas started to increase. However the cooperative
movementbegan to be experienced in 1930s when the industrial development was
at an initial stage in Turkey yet (¥zkan
constituted by rural people and adverse impacts of the industrialization, which were
regarded as onef eeasons of the start of the-operative movement in Britain,
were not again in the agenda of Turkey. Thus, being aware of this differentiation,
Turkish experience might be regarded as an adaptation of a historically and
contextually emerged institutioto an environment where the context was very
di fferento (¥zkan, 2009:160) .

The environment suitable for cooperative development in Turkey started to be
prepared in late 1920s, when the Trade Law and other Laws concerning agriculture
cooperatives were eriad. However the first cooperative onggations in Turkey
appeared before this period (Kel ek, 1967
can be argued that the start of cooperative movement in Turkey was a result of a top

to down movement unlike the examples in Europe which were regutsttom up
movements (Tuna, 1944 cited in ¥zkan 20
operative movement in Turkey has been different from the case in Europe, where

the ceoperative movement appeared as a result of ssmnaomic needs. In Turkey

the deological discourses and adaptations have been influential for the start of the
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co-operative movement. Although contextual differences exist between the Europe
and Turkey, this Western institution were tried to be adapted in Turkey as a top
down movVeftmekmtng 2009: 160) .

The Second World War had one of the most important impacts on the formation of
housing sector in Turkey. Second World War was the beginning of the years which
were determinant in many respects in the formulation and definition obtreny

issue and the policies for the following years. The roots of the urbanization trends
and labor market dynamics had affected the housing sector, and these economic and
social dynamics also led the emergence of illegal housing provision (gecekondu) in
Turkey which necessitates new formulation for housing policies. There was rapid
urbanization, growing neagricultural labor which resulted high migration from
rural to urban areas, and also the growing weight of irregular settlements in the
urban centersstarted to become main afacteristics of urban spaceBufkay,

2006). In these periods, the housing supply could not be increased to meet the
demand created by immigration, arapid urbanization after the Second World
War, which started to affect urbameas. These factors increased the demand for
housing in Turkey, which had already started to increase after the declaration of the

Republic.

In 1948, the Real Estate and Credit Bank was reorganized and continued to give
credit for housing. After 1950¢he Social Security Organization started to give
credits for cooperatives dfi¢ members of this organizatiopn¥ z k an, 2009) .
involvement of the Social Security Organization in housing financing can be
regarded as a turning point for the-moeraive housing movement. At the same
time, the Mutual Help Organization of Army Officers also began to give credits to
the ceoperatives of its members in 1962, but its contribution to housing provision
has been much less than the Real Estate and CreditdBanthe Social Security
Organization. In this period, the number of housingoperatives has grown
slightlyo (¥zkan, 20009: 169) .
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In 1960s, the housing cooperative developments started to increase. In this period,
there was increasing need for new houslagelopments as a result of migration to
cities. In 1965, the Flat Ownership Law also contributed to the organization of the
housing cooperative movement. In that period, housing policy was included in the
First Five Year Development Plan (1963), thatis housing provision was tied

with the rise in economic and soci al st a

One of the most important impacts of the Flat Ownership Law is that, the Law
makes it possible to build apartment blocks in one parcel. This psogm®ortunity

for middle income groups to share the increasing cost of land development that
increase the possibility for middle income groups to become homeowners. In this
period, housing cooperatives continued to produce dwelling units for upper and
midd e i ncome groups (¥zkan, 2009). Howeve

to afford the repayments of housing cooperatives.

I n 1960s, as the results of the governm
more favorable environment was established for deeelopment of housing
cooperatives. Also in that period, the Squatter Housing Law was enacted in 1966
which also supported housing cooperatives by providing squatter prevention areas
created by central and | ocal government

In the period of Second Five Year Development Plan (1962), the Land
Development Office was established with the Law 1164 in 1969. The establishment
of the Office aimed to generate social benefit from the development and production
activities of land.  this period, in order to regulate cooperative institutions, the
Cooperatives Law was enacted which was an important development for housing
cooperatives. The laws gave priority to housing cooperatives on publicly developed
land, and also aimed to regwahousing cooperatives as one of the important

housing provision methods (Ko-, 1989 <cit
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Another important point is that, there were also close relationships between housing
cooperatives and local authorities. One of the examples ofctlmgeration was

Kent Koop being a municipal type of cooperative housing and it had taken its roots
from the Kzmit Project. This cooperati ve
Municipality of Ankara (¥zkan, 2009).

One of the largest housing cooperativé oj ect s i n Tur key was E
also produced by Ketoop. It is an important project because it has became a

model for housing cooperatives after it was established. The establishment of Kent

Koop has been one of the turning points in termshotising cooperative
development in Turkey. Keidoop was established by the Ankara Municipality

and thirteen cooperatives in year 1979 (
R1970s was the initial phase for the prc
Tur key. Theegdmas scbousi has been firstly

Five Years Development Plan (1988). So, institutionalization of mass housing
began with the Second Five Year Development Plan. Oran City was the first
example for mass housing implications, whighs undertaken by a private sector
initiativeo (¥zkan, 2009: 177).

By the end of 1970s, many | arge housi ncg
Bat ékent were planned and i mplemented wi
the finance provided fromwpb | i ¢ sources (¥zkan, 2009) .

of the period, which was that cooperatives established or managed with the
contribution of municipalities, continued by the following projects. These
municipalities were run by social democrats whiedt to enable lower income

people to benefit from mass housing investments of municipalities through the way

of housing cooperativeso (¥zkan, 2009: 1

The economic crises at the end of 1970s affected welfare policies in the World. A

new period for Tukey also started at the beginning of the 1980s. This period is
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described as the transition to the liberal and open market economy which also

affected the housing sector in Turkey.

In 1980s, the housing cooperative movements were supported by the gowernmen
so 1980s were the years of strengthening of the housing cooperatives. For these
reasons, the number of housing cooperatives increased sharply in this period. This
increase may also took its root from the fact that, housing cooperatives have began
to be seen as a third alternative for the housing market in the new economic

environment in 1980s (Pestoff, 1991 cite

In this period, two housing laws were enacted. The first one was in 1981, which was

the Mass Hosing Law of 2487. The law nesitated the allocation of at least 5 per

cent of state budget for the finance of mass housing projects. The law can be
regarded as the continuation of the hous
AWi th this Law, without emuwuksehalds, egerylyodydi f f e
was allowed to get credits via housing cooperatives and the Social Security
Organization, as much as the 90 % of the construction cost. Hence, the housing co
operatives and their associations, and other social security orgarszhtdnthe

priority for getting creditso (¥zkan, 20

With related to the economic stabilization program of 1980s, the housing demand
decreased in Turkey. For these reasons, the Mass Housing Fund became more
effective after the second Mass HousiAgt dated 1984, and numbered 2985,

which made much greater contribution to the housing cooperative developments.
This law removed certain priorities on housing cooperatives, and opened door for

i ndividual credit demands (¥zkan, 2009).

Al n 1985, thelTsgoord lcemtmaliaissociation of housinggeratives, was
established to carry out the ¢Cayyolu Pr
from the Mass Housing Fund. It was established by the initiative of the Mayor of

Ankara Municipality who was a eemb e r of Mr . ¥zal 6s part)
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political views from soci al democrat s. F
by Te¢rkkonut in competitionkowvmpcdc (t¥hzek aBe
2009).

After 1990s, because the resources of the Masssidg Fund were limited,
Housing Development Administration (HDA) had to limit the amount of credits for
housing cooperatives. After 2000s, the number of housing cooperatives started to
decrease due to decreasing financial supportive mechanisms of teergemt
(¥zkan, 2009).

To sum up, 1980s and 1990s are the years when the housing cooperative movement
had its golden years. However, beginning from 2000s, the number of housing
cooperatives started to decrease. One of the reasons behind the decetasel it

high real interest rates in 2000s, causing a significant rise in the cost of cooperative
constructions. Another reason can be the rise of dominance of speculative house
buil ders which both serves to upper and

AContrary to their counterparts i n many
produced social rented housing in Turkey as this is not a defined task in the
legislation concerning housing cooperatives. Their contribution to housing
provision began to trease in the first half of 1980s, and about a quarter of new
housing has been built by cooperatives during the last two decades. They have been
supported by local and central governments in the forms of the priority given to
cooperatives in the allocatioof credits from public funds, in the sale of land
developed by local or central government agencies, and in the supply of
infrastructure to cooperative housing projects. Subsidies are involved in most of

these forms of suppor20022y the public sec

Housing cooperatives are mostly encouraged by public credit mechanism. Because

of that reason, the method is not affordable for all income groups in the society.
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This resulted in the development of other forms of housing provision during the

sane time period (Tekeli, 1982).

4.1.2. Commercial Developments

Small and large capital speculative house builders produce housing for their
economic profits. The housing industry differs from the other industrial types as the

producers of housingunitsa al so t he sellers of their

Small capital speculative house builders (gap t - € ) started to b
housing provision in the late of 1950s. As it is discussed before, after rapid
urbanization and rising land values, wiliel income groups started to produce new
alternatives which enable them to share the land cost by cooperating together
(Tekeli, 1982).

In small capital speculative housing provision, the main actor is not the housing
buyer, but the speculative builddn this process, the builder has the whole
responsibility of land provision, housing construction, and submission of the
dwelling into the market (Tekeli, 1982).

In 1950s, this type of provision was developed by small capital house builders with
limited capital in related period. This type of entrepreneurship has two different
roots. The first one is composed by individuals who have occupations like
architecture and civil engineering. They perform their jobs with their very limited
capital. The second tgpstarts to work in construction business when they are so
young. After saving a certain amount of capital they enter to the market as house
constructors (Tekeli, 1982).

Usually, the small capital house builders are not the owners of the land. They build

dwellings on plots of other individual 6s

the destruction of an old building; as well it can be an empty plot having

102



development rights. The speculative builder gains the rights to build the house on
the related ploby giving the ownership of some of the flats to the owners of the
land. By this way, it is not necessary for the builder to consume capital for the land.
The builder starts to construct the building after they sell some of the flats
belonging to him (Tedli, 1982).

In this type of housing provision, relatively more dwellings are introduced to the
market as renting than sgifovision and cooperative types of housing provision
because owner of the land will be the owner of more than one dwelling after the
construction is completed. The small capital house builders prefer to construct
apartment buildings in relatively prestigious locations in order to obtain more
profits. These conditions pressurize a rise in development rights on related lands
(Tekeli, 192).

Large capital speculativeouse builders are usually mass housing production firms.

In this housing provision, the housing project does not consist of one single
apartment block. They are large massive housing projects. These housing projects
differ from small capital house provision in some @it aspects. First of all,
unlike the small capital entrepreneurship, the ownership rights of the land belong to
the entrepreneur in large capital entrepreneurship. That is, all properties (building
and land are owned by the large capital firms. The generated value after the
acquisition of developing rights is captured by the house builders in this type of
housing provision. For this reason, in the development process, house builders
should apply for the delopment plan and attain development rights of the related
plot for housing development. This process necessitates the construction of a mass
housing prgect in a large plot in order to achieve economically profitable projects

which is also different frorsmall capital house provision in Turkey (Tekeli, 1982).
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4.1.3. Public Sector Developments

Social Security Organization, Armed Forces Pension Fund and Social Security
Organization of Merchants and Artisans and Other-Beiployed Professionals are

socal security organizations providing housing finance to their members. However,

these housing loans were limited due to the lack of funds, and only limited group of
members could benefit from these institu
Aydén. 2006)

With the Law numbered 5417, the Social Security Organization (SSK) was
authorized to give loans for housing. The loans were provided to the members of

the Social Security Organization who were covered by its health insurance and
pension schemes. Soci@kcurity Organization provided housing credits between

the years 1950 and 1984 for 233 dwelling

ARAr med Forces Pension Fund (OYAK) whi ch
providing loans since 1963 to members who will purchase or rewhdtouses by
themselves or via housing cooperatives. The building cooperatives that had 20
members of OYAK could benefit from these loans. Also, personal loans have been
given to its 20 yeamembers and to the members who bought the houses
constructed b YAKO ( Aydéen, 2006: 75).

In 1996, OYAK provided Housing Saving Fund which made it possible for the
OYAKO6s members to save up the down paym
housing unit (Aydén, 2006) .

Between the years 1976 and 1980 Social Security Qrgéion of Merchants and

Artisans and Other SeE mp | oy ed Pr o tKersasbd proviadd sred{tsB a |
for its members. | n -Kur, the houséhold sporltd hacerate d i t s
least 5 year membership. The loans were provided for the housipgratees

which had at least 15 members who did not have their own houses. The loans had
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interest rates of 5 per cent with a period of 15 years. Because of the high
inflationary environment in Turkey and rapidly increasing financial problems of the
Fund, BajKur st opped providing housing | oans
1997 cited in Aydén 2006) .

Another housing finance organization in housing provision in Turkey was Emlak
Bank, which was found in 1926 under the name of Emlak ve Eytam Bank.eltl aim

to support andinancesthe building sector. The Bank was reorganized in 1946 in
order to increase its effectiveness, and renamed as Emlak ve Kredi Bank after this
year. The Bank again reorganized in 1988 and was renamed as Emlak Bank in
relatedyear(fel , 1994 cited in Aydén 2006). dnE
loans not only for newly built housing but also for owner builders with a fixed
monthly interest rate 5,5 percent for a maximum period of 20 years during the
second half of 1980s. The sounfethese loans were the contributions of employers
for ‘assistance for home ownership of
(Aydén, 2006: 78).

As Aydéen (2006) discussed,

AEml ak Bank was the only bank t h:
legal authorization to participate in ifo
venture of residential construction business
given by Turkish Banking Act. In other
words, it operated both as a lemdand
developer in housing sector. It raised funds
from the sale of own built houses. This
method of fund raising is used by the
Housing Development  Administration
recently in order to fund social housing
projects. On 06.07.2001 the activities of
Emlak Bank was decommissioned by the
government under the law of 4684 and
Cabinet decision number 2001/2202, and its
banking assets and lialiés were taken over
by another statewned bank namely Ziraat
Bank as a part of economic program
implemented as a result of the 2001
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economic crisis. The assets and liabilities

related to the activities as real estate

developer and shares of Emlak Bankhree

affiliated companies, which were not

operating in the banking sector were
transferred to Housing Development
Administratiordo ( Aydén, 2006: 79) .

AAl t hough Emlak Bank was the only finan
finance among Turkish Bank, its share in institutionalized housing finance system

was between-A9 percent during the years it had operated. The reastinsdithis

failure were not only unstable economic conditions such as high inflation and
interest rates and lack of necessary funding for housing loans, but also targeting to a
small group with high income level and financing of luxury housing which were
affordable only forthisgoup. 6 (Aydén, 2006: 79).

After the economic stabilization program in 1980, interest rates granted by banks
and bankers for deposits, increased over the inflation rate. As a result of this,
households prefer to invest in banks and bankers instead ofimgves housing as

the rate of return in housing investment decreased relatively to savings to banks or
bankers. Alsaeal wages had decreased with the implementation of the economic
stabilization program. All these factors resulted in decreases in halesimnd. So,
prices of housing units fell, and the housing sector went into a financial crisis. In
order to take the housing sector out of the crisis, the state searched for new financial
tools for housing system. This system would be under the directotaitthe

government, and two housing | aws were en

Aln the first mass housing | aw numbered
the income of the national budget had to be transferred to a fund eacfihisar.

fund would be used to finance large scale housing projects to be produced on lands
developed by the Ministry of Reconstruction and Resettlement (MRR). MRR was
attributed duties such as being the developer of publicly owned land and finance
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institutionf or both the supply and demand si de
81).

The second Mass Housing Law numbered 2487 was enacted in 1984. With this
Law, the Mass Housing Fund was created and aimed to be the main source for
housing loans. The resouragfisthe Fund came from thaxeslike charges on goods

and services which were regarded as luxury consumption goods. Also again in

1984, Housing Devel opment Admini strati ol
cited in Aydén 2006) . HsDnAhataperied) howeves v i d e d
stopped to give personal credits after 1

HDA has been one of the most important actors in housing provision since 1984.
However the number of loan applications accepted by the HDA decreased by the
years becae of insufficient financial sources of the institution. Another important
reason is that, the increase in construction cost caused thlealne of HDA to

fall. Also between the years 1988 and 1989, HDA had to transfer 30 percent of its
income to thenational budget which caused financial difficulties to HDA, and in the
foll owi ng vy eimcome transfee petdddtAge sncreased to 50 per cent
(Aydéen, 2006) .

The fAduelxed mortgage systemodO was the new
by HDA in order to deal with the financial problems discussed above. The system

was designed to operate inflationary environment of Turkey. In this system,

credit balances were indexed to the inflation plus a moderate positive return and
repayments indexed to the civil servants
problems that can occur if incomd bouseholds increase less than the rate of
inflation, the | atter ratio s ®badddh be hi
Aydén 2006) . I n 1993, al | i ncome of HDA
caused the HDA not to function as an effective housing finance institution after this
period (Aydén, 2006) .
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After 1990, commercial banks started to give housirgdits in the form of
consumer loans. However the monthly compounded interest rate wash high as 5,5
per cent for a one year repayment period, af@dp@r cent for the maximum 3 year
repayment period which makes the system a very expensive type of honamzgfi
systemlP%d4reited in Aydén 2006) .

AAl t hough, or i gi gFandwas interided toMalve the groblensaf n
housing for the middle and low income groups, eventually it proved to be a
mechanism of house ownership for the middle and upper income groupsaSuc
consequence is related to the concerns and priorities of the political decision makers
embedded in the institutional and legal framework of the Mass Housing Fund as

much as the economic | ogic of the period

In 2004, legal proceedys on the Mortgage Law were launched in Turkey, and the
Law was enacted on February®2h 2007. Mortgage credit system has long been
used in housing policies by advanced countries. The common feature of the system
is that, it gives the opportunity to adge housing by the help of small amounts of
payments in a long time period changing from 15 to 30 years. Households prefer
repaying mortgage credits instead of paying rent because at the end of repayment
period they become owners of the in dwelling. Hogrewalthough the Law was
enacted in 2007, it is still subject to debate to what extent {ovigdlle income
groups can fulfill the requirements of the system in Turkey bechote wealth

(equity) and credit constraints still remain important barriers dondownership.

Until the late 1990s, the Commercial Banks did not prefer to invest in the housing
sector. Insteadhey preferred to invest in government bonds because government
was borrowing at higher rates. However, after the supply of high income
govenment bonds lost their profitability, then commercial banks started to invest in
housing finance business after this period. These factors necessitates new formation
of housing credit market, so timortgage market in Turkey began to flourish after
1990s Erol and Patel, 2005).
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The Mortgage Law numbered 5582 has rearranged the finance system by bringing
new opportunities for both lenders and consumers. The Law defined the
establishment of new institutions like Financing Firms and Financial Renting Firms

in a mortgage system besides the commercial banks.

However, Turkey has high inflationary environment and unstable economic
conditions. For these reasons, households are unwilling to sign a very long term
mortgage contracts. Also, current interest ratemartgage credits are still high,
which makes the mortgage system an expensive way of shifting to homeownership

compared to noprofit forms of housing provision methods.

4.2. Historical Development in Housing Tenure in Turkey and in Ankara

Rental sectoin Turkey differs in many aspects from European countries. There is
no publicly owned rentable housing in Turkey. Households in Turkey prefer home
ownership not only for occupation, but also for investment purposes. Also the

inflationary economy promotégomeownership in Turkey.

Tenancy in Turkey also has different historical development from countries with
advanced economies. In Turkey, government seldom provides welfare measures in
the housing sector. During the Second World War, there was an effprotect
tenants. The government imposed rent control during that time, as well as at the
beginning of the 200@010 decade. However provision of rental housing was never

a practical objective of the authorities. In fact, the main objective is to eneourag
the homewnership, and the public sector has provided subsidies for potential
homeowners and credits for new constructions. However, there was not a
comprehensive ndel and social policy for horownership yet, and also tenants
have been ignored in thisqress (Balamir, 1999).

In mid-1980s, Housing Development Administration (HDA) started to provide

credits with an implicit interest subsidy to both supply and demand sides for new
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constructions, by giving priority to cooperatives. This action incredseddlume

of housing production, especially the volume of lasgale housing. However, it

has |little contribution to the needs of
tradition, largescale housing developments in physical terms represent publicly
subsidized social housing to support tenants. In contrast, cooperative investments
subsidized by the HDA in Turkey imply support for ownership alone, ousting
tenants. Currently, the only protection available for tenants is that of the judicial
system and cati decisions concerning restrictions on evictions and annual rental
increases, unless otherwise overridden by the terms of privately drawn up tenancy

agreementso (Bal amir, 1999: 388).

Since 1960s, housing production in Turkey has been striking. Therdomelevels

of capital accumulation and per capita income. Also public resources available for
developments were scarce. In spite of these factors, housing production in Turkey
exceeded even the housing production volumes of high producing countries. This
situation depends on rearrangements of property relations. The formation of
squatter settlements is one of these rearrangements. The second one is the process
of informal sharing of land that is legally owned. The third one is a model of
cooperation betweethe entrepreneur, the landowner, and the participating investor
households in the construction of residential buildings. This type of rearrangements
reaches its for mal recognition with the
owner s hi pothis process9 theblandoWwner acquires a share equivalent to
the Al and rento or fAsurpluso. This share
new block of flats. The property owner may either put the stock for rent in the
market or sell all of them (Batair, 1999). Income tax is paid only if those flats are

sold within 5 years of acquisition. In this process, some households have the chance

to increase their wealth rapidly and to improve their status.
Also this process is responsible for the appearafcearious tenancy forms.

ATenant s, renter Foccupiers hacel all sinterrelatedd ando wn e r

accommodated in each block of flats at proportions based on the economics of
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development and sharing of the property. This leads spatially and functitmally

mosaic of different tenures all taking part in a symbiotic coexistence, rather than to
spatial differentiations and enclaves of tenures. Tenants are therefore well
distributed in spatial terms and in terms of stock age and type. The implication of
sud distribution is that tenants are not discriminated or constrained in any manner.
Rather, they have a wide range of options in every district of the city, in housing of
different ages and type, and have comfortable access specifically to the newly
compleed parts of the stock. This leads to an extensive market of rentable stock in
the city, with a consolidated range and
(Balamir, 1999, p.391).

Housing tenure choice in Turkey can be classified ufoler headirgs: tenants,
homeowners, households live in lodgement, and other tenure groups. The
householdsvho are not homeowners, Histe in homes of their parents or relatives

paying no rent or very small amount of rent can be classified under the heading of
Aotohetrenure type. In Turkey, I n general
cent, and the rate of tenancy was 31,6 per cent in 2000. Households who live in
public housing was 2,2 per cent. The rate of households belonging in the other type

of housing tenue was 5,5 per cent in 2000 (Ko
Bakkanl eje, 2003) .

In Turkey, the main focus is on tenancy when shbjectis to develop housing
policies. Some households prefer to buy their own dwellings after living as tenants
up to a certiaa time, and save money during this period. Balamir (1996) classifies
tenancy in five groups in addition this group. The first group ishronictenants.

These are households who do not struggle to become homeowners. They are not
saving for this purposand they are belonging in low level of income groups. The
households who choose to live in squatters or in dwellings with very low living
conditions compose the second group of tenants. The third group is called as
invisible tenants These are new marrieduples who live in the same dwelling with

their parents. These are the households who will take over the existing housing
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stock from their parents in the future. However they will be invisible tenants in the
society up to this year. The forth groups isleththe speciatenure typein the
classification of Balamir. These are bachelors or divorced households. The last
group is thehouseholdsvho are volunteer tenants. These households are tenants
because they do not prefer to invest on housing (Balam@6)1$ousing policy
gives priority to provide new opportunities to households whelar@nictenants in
Turkey.

4.3. Concluding Remarks

In this chapter, historical developments in housing provision and tenure in Turkey
are briefly discussedThe summayr shows that developmenin housingsectorin

Turkeyhave different dynamics than countries with well functional housing system.

High inflationary environment and unstable economic conditions promote
homeownership in Turkey because households prefer lmimeowners againstis

risky environment in the countrAlso governments used to produce policies
encouragehomeownership for the citizensy providing subsidies for potential
homeowners and credits for new constructiohisother factor isthat there is no

publicly owneal rentable housing stock in the country. As a result of all these
reasons, households seek ways of becoming homeowners not only for sheltering
pur pose, but al so for i nvest ment pur pos

income fromownership of housing has important sisare

However beside these encouragementsor homeownership,policies about
supplying affordable housinfgr low-to-moderate income groups are not sufficient
in the country. For instancélVestern countriestartedthe housing cooperative
movement in order t@rovide betterhousing for lover income groupsHowever,
theinitial aim of this movementvassignificantly differentin Turkey. Theintended
population of housing cooperativeovementwas not lower income grouplut in

factit was started bypperincome groupsn Turkey Housing cooperativprovide
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social rented housing in Western countries, however thegstablished to produce

owner occupied housing in Turkey.

Another factor which points theéeficiencyof policies about affordable housing is
thatinterest rate®f housing creditsn Turkeyaremuchhigher from countries with
advanced housing finance system. All these factors are obstacles for mealerate
lower income groups to become homeowners. For thegsons, different ways of
housing provision methods were introduced to the market in order to satisfy housing
needs of lower income groupsich creates specific dynamics in housing sector in

Turkey.

The second chapter summarizes different factorsctifig the tenure choice of
households. This chapter provides a framework that developments in housing tenure
and housing provision methods Turkey are different fromcountries with
advanced housing finance system. Next two chapters provide analysedutate

these different dynamics by the help atheoretical framework identified in the

previouschapter
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CHAPTER 5

ALLOCATION OF HOUSEHOLD BUDGETS ON CONSUMPTION AND
SAVING IN ANKARA ON THE BASIS OF HOUSEHOLD BUDGET
SURVEYSAND DIFFERENT WAYS OF SHIFTING FROM TENANCY TO
HOMEOWNERSHIP

The | iterature review illustrates t hat
decision on tenure choic@he first analytical study in the thesis is about the
allocation of Household Budgets on consumption andinga and different
economicways of shifting from tenancy to homeownership. The first problem of

the chapter isto analyzewhich households are able to shift from tenancy to

homeownership.

In order to investigate these assumptions and the shift fromandgn to
homeownershipdifferent economic ways are examined in five different cases for
different income quintiles. The first case includes the assumption that households
do not apply for housing credit or borrow from other individuals. The only source
of purchasing a dwelling is their savings. In the second case, households can apply
for housing credit. In this case, monthly repayment potential is calculated for every
income quintiles, and total credit amounts are investigated for different time
periods. he aim of this case is @nalyzewhether long term housing credit is an
alternative option for households who cannot purchase a dwelling by waiting until
to savesufficientamount of moneyThe third case also examines long term housing
credit option by aking into account debt to income ratibhis case makes a
comparison between two different ways of calculation of total housing credit

amounts. In the forth case, it is assumed that households may limit their expenditure
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while they decide to purchase aaling. In the last case, it is assumed that there
ar e 2% i ncrease I n every househol dos S
assumptions assume to create a more optimistic environment for purchasing a

dwelling unit.

With this purpose there aretwo hypothes t o0 be eval uaCGretil. The
and wealthconstraints are mpor t ant barriers i n homeown
is, fiMortgage credits in current conditions would not significantly increase the
probability of homeownership for households whe aot able to purchase a

dwelling because of high interest rates, which lead to high debt service with respect

to their incomes and low loan to value ratios in Tutkey

In this part of the studythe statistical data frorfiurkish Statistical Institute issed

in order toexaminethe allocation of household budgets on consumption and saving
in Ankara.The data was aggyated by using NUTS classificah. TheHousehold
Budget Surveyhasinformation for eachregion of NUTS 2 In NUTS 2 Codes
Ankara isassigred as a single regioas TR51 For the studyTR51 is decomposed
from the rest of the data. However TR5UNS 2 code consists informati@pout

both rural and urban areas of Ankaf&e data names settlements with population
greater than 20 000 as urbandanames settlements with population lower than 20
000 as ruralSo anotherdecompositions made in order to select the data for urban
areas of ARara. As a result, every analysisthis chaptecoversurban settlements

in AnkaraProvince

5.1 Definition of Household Income and Component#ccording to Quintile

Distribution of Households

The main variable in this chapter i's ho
drives main def i ni t iBpusingfHousehdidBBudget Buoveyd 6 s |
from Turkish Statistical Institute f i ve components ofirehousetl

classifiedin Table 5.1 These are
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Table 5.1. Average Household Incoen(TL/Month) in 2003

ANKARA TURKEY
o Owner Tenants HF;TJbsliIr?g Other  Totaf Owner Tenants HF())l:JbsliIr?g Other  Total’
ccupancy Occupancy
Occupancy Occupancy

Number of Households 804 349 23 120 1296 11859 5089 259 1071 18278
Average Households Income 1492 1045 1144 778 1300 1017 814 1090 644 939
% 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
Wage Income 816 639 941 537 745 508 521 968 389 511
% 54,7 60,6 82,3 69,0 57,3 50,0 64,0 88,8 60,4 54,4
Income from Entrepreneurial Activities 160 220 0 85 166 206 155 4 130 184
% 10,7 212 0,0 11,0 12,8 202 19,0 0,4 203 19,6
Real Estate Income 114 21 129 20 80 60 24 54 17 47
% 7,7 2,1 11,3 2,6 6,2 59 3,0 5,0 28 5,0
Securities Income 38 6 42 8 27 23 14 29 9 19
% 25 0,6 3,7 1,0 21 2,3 1,7 2,7 1,4 2,0
Transfers 364 161 32 127 281 221 100 34 98 178
% 24,4 155 2,7 16,4 21,6 216 12,3 3,1 15,2 190

SourceData Analysis of data from Household Budget Survey, 2003, Turkish Statistical Institute

® AverageHousehold Income without subdivision by tenure
’ AverageHousehold Income without subdivision tsnure



1. Wages and pensions includes wages from primary and secondary jobs,
bonuses, overtime payments, subsidies, any special cash payment, and income of
retired members;

2. Collective earnings from their own enterprises (includes net incoome f
farming);

3. Real estate income;

4. Earnings from interest on savings deposits, bonds, and dividends;

5. Transfers.

Table5.1 summarizeevel and composition of total household income according to
the Household Budget Survey (HBS) of 2003 for bothan Ankara andurban
Turkey. Figure 5.1 illustratesthe bar graph of different components of average
householdncome in Ankara, an&igure5.2 illustrateghe income components for
Turkey. As the main purpose of the study is to examine tenure choice and
homeowership, the average value of principal components of household income
are calculated for each tenure type (homeowner, tenants, public housing occupancy,

and other).

According to the results of calculations in Table 5.1., it can be claimed that the ratio
of homeownership is relatively higher than the other tenure types battbam
Ankara andurbanTurkey. In the survey, among 1296 participants in Ankara, 804
(about 62 %) households are homeowners, 349 (about 27 %) households are renters,
23 (about 2 %) bthem live in public housing, and 120 (about 9 %) households
belong to othetenuregroup. Otheitenuregroup indicates households who do not
pay rent for housing or pay very little amount comparing to market conditia@y.
arehouseholds living in flatbelonging to their parents or relatives. In urban areas

of Turkey among 18278 participants, 11859 (about 65 %) households are
homeowners, 5089 (about 28 %) households are renters, 259 (about 1 %) of them
live in public housing, and 1071 (about 6 %) houde$ belong to othetenure

group. There is not a significant difference between Ankara and Turkey about the

shares of population in different tenure types.
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According to Table 5.learnings from wages are the single largest source of
household total incomor all different tenure types both urbanAnkara and in
urbanTurkey. The shares of wages are greater than 50 percent of total income for
all tenure groups. However fapouseholdswho live inlodgementwages constitute
almost 82 percent of their tdtancome inurban Akara Figure 5.1) and wages
constitute almost 89 percent of total incomeurbanTurkey Figure5.2) because
these are white collar households.

Average Household Incom
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800 ] O Wage Income (Net Income
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l:| 200 4 B Securities Income
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100 H —l_‘

i il = §
Owner Tenants Public Other Total
Occupancy Housing
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Figure 5.1.Components oAverage Household Income in 2003 (Urban Ankara)
Source Dta: Analysis of data from Household Budget Survey, 2003, Turkish Statistical Institute.

After wagesthe next most important source of household income is transfers in
urbanAnkara which are about 22 pent of total income. This ratie 19 percent in

urban Turkey. However the next most important source after wagashan
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Turkey is not the transfers but the income from entrepreneurial activities. The share
of income from entrepreneurial activities in total income is 20 percentrf@n
Turkey. Howeve income from entrepreneurial activities constitutes around 13

percent of total income iarbanAnkara.

Average Household Incom
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Figure 5.2. Components ofAiverage Household Income in 2003 (Urban Turkey)
Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Tuddt Statistical Institute.

Both in urban Ankara and inurban Turkey, or homeowners, tenants and other
tenure cas&ransfers remain as one of the main sasioé¢otal income; however the
share of transfer income is very small for households who liyaubiic housing

(about 2,7 percemtb urbanAnkara, and 3,1 percent urbanTurkey).

Income from entrepreneurial activitieéso reaches its maximum share for renters

(about21 percen} in urbanAnkara As it is expected, the share of income from
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entrepeneurial activities is zero for households who live in public housing.
However, the share of income from entrepreneurial activities in total income is

higher forhomeowne's and other tenure type theamants irurbanTurkey.

The next source of householdcome is real estate income which is arouihd
percent of total incomen urbanAnkaraand 5 percent imrbanTurkey. This rate
reaches its maximum value for households who live in public housing (afdund
percent)in urbanAnkara Government officials éve the chance of living in public
housing by paying lower amount of rent than the market rent. For this reason, even
if they have their own flats, they prefer to live in public housing and get income by
renting out their own flats. For this reason, tharsid real estate income is greater
for this tenure groupn urban Ankara compared to other tenutgpes As it is
expected, real estate income has the smallest share in total income for aedants
other tenure typeSecurities income constitutasound2 percent of total household
income both in urban Ankara and inurban Turkey. This rate isalso greateffor

households living in public housing

Table 5.1gives general information to makecamparisorbetweenurbanAnkara
andurbanTurkey by consideringlifferent income sources of households. Such as,
the percent of wage income in total household income is greatebamAnkara
thanin urban Turkey Another important difference is that, the share of income
from entrepreneuriactivitiesis only 13 perent of total household income umban
Ankara. However this ratio is almosb percent forurbanTurkey in general. There

is not asignificantdifference for real estate, securities and transfers income.

Because Ankara is the capital city of Turkeysihbta coincidence that the ratio of
wage income isgater than the ratio in Turkdyecause it is # center othe most
public servies Theratio of entrepreneurial activities mot very high in Ankara, so
the share of income from entrepreneumaltiities is lower in Ankarathan in

Turkeybecause of the same reason
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Figure 5.3. Average Household Income in 2003 (Urban Ankara)
Source Data: Analysis of dafimm HouseholdBudget Survey, 2003, Turkish Statistical Institute.

1600
1400
1200
1000
=
IS
2 800
3
= 600
400
200
0 T T T
Owner Tenants Public Housing Other
Occupancy Occupancy

Figure 5.4. AverageHousehold Income in 2003 (Urban Turkey)
Source Data: Analysis of dataam HouseholdBBudget Survey, 2003, Turkish Statistical Institute.
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Figure 5.3 and Figure 5.4 give information about average household income
without making a subdivision about comporseat income. In general, the average
income of households for each tenure typgreatenn urban Ankara than in urban
Turkey case. In Ankara case, homeowners have the highest average income,
however in Turkey case, households who live in lodgement Hawehighest

average monthly income.

Table 5.2. Quintile Distribution of Average Householdslncome (TL/Month) in
2003

owner Publlic .
Occupancy Tenancy Housing Other Total
Tenancy
Number of 804 349 23 120 1296
Households
1. Quintile 155,77 174,92 - 17729 168,88
2. Quintile 282,00 281,96 275,00 275,98 280,49
3. Quintile 359,07 370,96 360,00 354,67 362,68
4. Quintile 437,79 450,10 439,67 425,63 440,45
5. Quintile 524,83 518,16 536,67 530,04 522,83
6. Quintile 609,13 604,42 616,54 603,36 607,08
7. Quintile 676,32 680,18 - 680,10 678,04
8. Quintile 738,08 743,73 - 742,50 739,79
9. Quintile 804,96 805,01 812,70 809,58 805,24
10. Quintile 885,03 888,39 - - 885,60
11. Quintile 986,19 982,99 - 1001,87 985,93
12. Quintile 1088,99 1096,18 1060,00 1076,/ 1088,60
13. Quintile 1204,64 1213,45 1195,29 1223,86 1207,91
14. Quintile 1330,41 1328,56 - 1327,67 1329,97
15. Quintile 1514,36 1490,68 - 1504,01 1510,13
16. Quintile 1721,85 1722,51 - 1666,20 1718,58
17. Quintile 2018,57 2006,48 - 1912,58 2011,03
18. Quintile 2357,44 2398,92 2376,67 2181,08 2364,89
19. Quintile 2949,17 3079,24 2890,00 2948,79 2961,33
20. Quintile 5256,25 8632,48 5043,33 - 5584,85
Households
Average 1491,51 1046,92 1144,18 777,71 1299,53
Income

Source Data: Analysis of daftaom Householdudget Survey, 2003, Turkish Statistical Institute.

® Income Distribution without subdivision by tenure
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After examining the components of average household income, the average income
of each quintile, which are composed by income levels according to NUTS2 Codes,
are calculated by consideringffédrent housing tenure types for urban Ankara
(Table 5.2).

An interesting point is that, ihigherincome quintilestenants have higher monthly
average income than homeowners. Especially for tfeittbme quintile, tenants
have almost,5 times averagecome tharhomeowners. One of the reasons behind
this fact is that, manlgusinessmenhoose to rent rather than invest on good quality

housing.

In the utility function, housing is one of the most important consumption goods for
most homeowners, and al#ois the dominant asset in their portfolio. As it is
discussed before, housing differs from investment tools like stocks and bond in
many ways. Once a household purchases a house, no adjustment to the size,
location and etc. can be made without sellimg property. However, there can be
adjustment in holdings of financial assets with zero transaction cost unlike owning a
house (Flavin & Yamashita, 2002). For this reason, some households do not prefer
to own a house. Instead they prefer to rent in otdesatisfy their demand for
housing services. So, they can invest in different ways because they wardgsio

this money in more profitable businesses which have greater rate of return
comparing to investing in hous€his may be the reason that,the Table 5.2, in

the very upper income quintiles, households in tenants column have higher average
income than homeowners because high income groagprefer to invest in more

profitable ways with higher rate of return than investingansing
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Table 5.3. Quintile Distribution of the Number of Households by Tenure
Categories (2003)

Owner Public

Occupancy Tenants Housing Other Total
3 Tenancy
£
S | 3 3 g g g

[= % [= % = % [= % g %

=] =] > =] >

pd pd Z z pd
1. 22 1,70 31 2,39 - 0,00 12 0,93 65 5,0
2. 21 1,62 28 2,16 1 0,08 15 1,16 65 5,0
3. 27 2,08 24 1,85 2 0,15 12 0,93 65 5,0
4, 28 2,16 22 1,70 6 0,46 9 0,69 65 50
5. 23 1,77 31 2,39 3 0,23 8 0,62 65 5,0
6. 34 2,62 18 1,39 2 0,15 11 0,85 65 5,0
7. 36 2,78 21 1,62 - 0,00 8 0,62 65 5,0
8. 44 3,40 15 1,16 - 0,00 6 0,46 65 5,0
9. 44 3,40 18 1,39 1 0,08 2 0,15 65 5,0
10. 54 4,17 11 0,85 - 0,00 - 0,00 65 50
11. 42 3,24 20 1,54 - 0,00 3 0,23 65 5,0
12. 44 3,40 13 1,00 1 0,08 7 0,54 65 5,0
13. 45 3,47 11 0,85 2 0,15 7 0,54 65 5,0
14, 51 3,94 11 0,85 - 0,00 3 0,23 65 5,0
15. 50 3,86 9 0,69 - 0,00 6 0,46 65 5,0
16. 46 3,55 15 1,16 - 0,00 4 0,31 65 5,0
17. 40 3,09 23 1,77 - 0,00 2 0,15 65 5,0
18. 47 3,63 15 1,16 2 0,15 1 0,08 65 5,0
19. 52 4,01 7 0,54 2 0,15 4 0,31 65 5,0
20. 54 4,17 6 0,46 1 0,08 - 0,00 61 4,7
Total 804 | 62,04| 349| 26,93 23 1,77 120 9,26 1296| 100,0

Source Data: Analysis of dataam HouseholdBBudget Survey, 2003, Turkish Statistical Institute.

It is expected that homeowners would be more likely to be in the upper and upper
middle ircome quintiles. Table 5.3 displays the relationship between income

quintiles and housing tenure choice.
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The rate of homeownership is often usasl anindicator of the quality of a
countryods housing finance syst emphiclt
trends of government policy on homeownership in various countries (Proxenos,
2002).The rate of homeownership in urban Ankara is 62,04 percent, and the rate of
tenancy is 26,93 percent in urban Ankara. Whether housing finance system in
Turkey helpshouseholds to purchase their own dwelling units will be discussed in
Case 2 and 3 in following sections of this chapter. The high homeownership rate in
urban Ankara is related with promoting policies of government on homeownership
and life customs of houkeld in Turkey. Investment in real estate is seen as an
essential for financial and social success. For most of households in Turkey,
purchasing a dwelling is seen as a forced saving plan for those who cannot
otherwise save their money. Also, homeownershigeen as an economic and

social guarantee in the society in Turkey.

As it is expected, the number of homeowners increases as we move from lower to
upper income quintilesThere are 121 households in the first five income quintiles.
This constitutes 83 percent of total surveyed population. In contrast ther@3fre
householdsn the five highest income quintiles, atfils constitutes 18,45 of total

surveyed populatian

In thet e n acase,gh& number of tenants decreases when we framelower
income quintilesto higher income quintiles. There are 6 households in the 30
quintile; however thereare 31 households in the first quintilelhe lowest five
income quintiles contaih049 percent of totasurveyed populatigrand the top five

income quinites contain5,09percent ototal surveyedhouseholds

Table 5.3 shows thatpohseholds prefer owumg instead of renting as their income
increases. However when thgghestthreequintiles are examined in the Table 5.2,
it is clear that tenants have hgr averagenonthly income than homeownes it is

discussed before
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The number of households babing to the other tenure type decreases as we move
from lower income quintiles to higher income quintil@$ere is no household
living in public housingn the £, 7 8", 10", 11", 14" 15" 16", and17" income

quintiles.

Table 54. Quintile Distribution ofAverageTotal Income (TL/Month) in 2003

Public
Owner ) 0
Tenancy Housing Other Total
Occupancy
Tenancy
Number of
804 349 23 120 1296
Households
o Total Total Total Total Total
Quintiles % % % %
Income Income Income Income Income
1. 3427 0,20 5422 0,32 - 0,00 2128 0,13 10977 0,65
2. 5922 0,35 7895 0,47 275 0,02 4140 0,25 18232 1,08
3. 9695 0,58 8903 0,53 720 0,04 4256 0,25 23574 1,40
4, 12258 0,73 9902 0,59 2638 0,16 3831 0,23 28629 1,70
5. 12071 0,72 16063 0,95 1610 0,10 4240 0,25 33984 2,02
6. 20711 1,23 10880 0,65 1233 0,07 6637 0,39 39460 2,34
7. 24348 1,45 14284 0,85 - 0,00 5441 0,32 44072 2,62
8. 32475 1,93 11156 0,66 - 0,00 44% 0,26 48086 2,86
9. 35418 2,10 14490 0,86 813 0,05 1619 0,10 52340 3,11
10. 47792 2,84 9772 0,58 - 0,00 - 0,00 57564 3,42
11. 41420 2,46 19660 1,17 - 0,00 1001,87 0,06 64086 3,81
12. 47915 2,84 14250 0,85 1060 0,06 1076,17 0,06 70759 4,20
13. 54209 3,22 13348 0,79 2391 0,14 1223,86 0,07 78514 4,66
14. 67851 4,03 14614 0,87 - 0,00 1327,67 0,08 86448 5,13
15. 75718 4,50 13416 0,80 - 0,00 1504,01 0,09 98158 5,83
16. 79205 4,70 25838 1,53 - 0,00 1666,20 0,10 111708 6,63
17. 80743 4,79 46149 2,74 - 0,00 1912,58 0,11 130717 7,76
18. 110800 6,58 35984 2,14 4753 0,28 2181,08 0,13 153718 9,13
19. 153357 9,11 21555 1,28 5780 0,34 2948,79 0,18 192487 11,43

20. 283837 16,85 51795 3,08 5043 0,30 - 0,00 340676 20,23

Total 1199173 71,20 365376 21,69 26316 1,5 93325 5,54 1684190 100

Source Data: Analysis of daftam HouseholdBudget Survey, 2003, Turkish Statistical Institute.

® Income Distribution without subdivision by tenure
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In the next step, the distribution of total income in each quintile is examined. The
values of total income and the share of eacmtdeiin total income are given in
Table 5.4. It shows the distribution of incomeyear 2003 irurbanAnkara.

Income distribution in Table & shows thatthe share of income belonging to the
poorest quintile ionly 0,65 per centin urbanAnkara However, the share of the
richest quintile is20,23 percent. When the top five quintiles are added, it appears
that, 5,18 percent of total income belongs ttte 25 percent of total populatian
urban Ankara. Howeveltthe share of the lowest 25 perceunit totd populationis

only 6,8 percent of total income.

If tenure groups classified by theshares intotal income position, itis clear in
Table 5.4 thashares ohomeownersn total incomeare greater thashares obther
three tenure typed$n total, honeowners have 71,2 percent of total incomeripan
Ankara. However tenants earn 21,7 percent, households living in public housing
earn 1,6 percent, and households in other tenure type earn 5.5 percent of total

income.

5.2. Consumption Expenditures Accoding to Quintile Distribution of
Households

In the nextstep of the study, some genedalscriptivestatisticsabout consumption
expendituresare examined in order to identify the general characteristics of
household$n urbanAnkara

In this part of thestudy, the focus is on lifeycle patterns of consumptioof
households irurbanAnkara In doing so, it is aimed to identifyre allocation of
consumptiorexpendituresvith respect to different income grougde data is from
AHousehol ds B worh gTarkish Statistivak Wsitutef covering296
households inurban Ankara. By using the data, it is aimed to identify the

household preferences that determine the allocatiorthedir budget to different
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goods. The data record all income sources andnelfoees, the stock of household

durablesand alsahe financial situation of households

The data is examined with respect to quintile distribution of household income by
taking intoaccount NUTS 2 codesncome quintiles argenerated by taking into
account the related part of the survey in urban Ank@ieble 55 examines the
changes in consumption pattern of households in relation to different income
groups.Table 56 examines theechanges for homeowners, and Tabl& &xamines
thesechanges for teants.It provides a comprehensive framework for analyzing the
relationship between allocation obrtsumption and the budget bbusénolds by
dividing theminto quintiles according to their income.

The data in Table 5.5 give information about monthly exgeares on food and
nonalcoholic beverages of households. Alcoholic beverages, cigarette and tobacco
are presented separately in the data. It has also information about expenditures on
clothing and footwear, expenditures on housing, water, electricity fael,
furniture, houses appliances and home care services, expenditure on health,
transportation, communication, entertainment and culture, educational services,
restaurant and hotels, and expenditure on various goods and services. One of the
most imporant information in the data is the expenses related to the housing
including rent, and water, electricity and fuel. However, the data on housing
expenditures also include the implicit rent amount for homeowners besides the real
rent payments of tenants. &aise the aim of the thesis is to find average real
expenditures of the households, the implicit rent expenses are excluded from the

data.
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Table 5.5. Average Expenditures of Household (TL/ Month) in 2003
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1.| 956 32,6 244 8,3 93 32| 648 22,1 129 44| 155 53| 30,8 105 115 3,9 44 15 23 08| 16,5 5,6 58 20| 293,7 100
2.1107,7 32,6| 254 7,7 104 3,2| 843 256| 212 64 54 16| 290 88| 11,1 34 57 17 1,7 05| 194 59 8,7 26| 3299 100
3.1128,1 31,0l 23,7 5,7 175 4,2|103,8 251 238 5,8 45 11| 40,0 9,7/ 155 3,8 52 1.3 6,2 15| 32,7 79| 11,8 29| 4129 100
4.|146,2 32,71 23,0 5,1| 20,5 46| 118,7 26,6| 20,1 45 58 13| 432 9,7/ 17,3 39 54 1,2 26 06| 270 6,0/ 17,3 3,94 4470 100
5.1 154,7 30,0/ 27,0 5,2/ 30,7 6,0|1416 275 15,7 3,0 54 10| 545 10,6| 24,3 4,7 96 19 55 11| 30,5 59| 16,2 3,1 5158 100
6.|164,0 30,9| 30,0 5,7| 336 6,3|123,6 23,3| 38,0 7,2 6,3 1,2 484 91| 269 51| 10,3 19 6,7 13| 27,1 51| 156 29| 530,4 100
7.11923 32,6| 259 44| 355 6,0124,7 21,1| 296 5,0 179 3,0 579 98| 22,3 38| 108 18| 114 19| 315 53| 30,8 52| 590,6 100
8.1204,5 31,3| 22,3 34| 60,0 9,2|138,2 21,2| 24,7 3,8 128 20| 599 92| 314 48| 221 34| 221 34| 21,8 33| 330 51| 6528 100
9.1179,1 289| 41,7 6,7| 36,0 58| 1474 23,8/ 30,6 49 75 1,2/ 59,0 95| 32,7 53| 125 20| 224 36| 21,1 34| 30,1 49| 6200 100
10.| 181,4 29,1| 24,3 39| 43,3 7,0| 146,4 23,5 48,8 7,8 99 16| 57,7 93| 32,7 52| 124 20| 132 21| 299 48| 229 3,7| 6230 100
11.| 193,8 25,8| 426 5,7| 67,8 9,0|168,0 22,4| 42,6 57 70 09| 90,9 12,1| 454 6,1 20,0 2,7| 10,6 14| 34,7 46| 26,5 35| 750,0 100
12.|1 230,9 28,8/ 50,9 6,3| 444 55| 152,12 18,9| 48,7 6,1| 16,0 2,0| 1310 16,3| 38,8 48| 11,7 15| 16,1 20| 422 53| 20,3 25| 803,0 100
13.| 2146 23,6| 51,4 56| 70,3 7,7|20.,3 22,1| 57,7 63| 17,2 19| 106,6 11,7 51,2 56| 305 33| 109 12| 59,9 6,6/ 393 43| 9109 100
14.| 240,0 26,3| 29,7 3,3| 686 7,5|176,3 19,3| 50,5 55| 26,6 29| 132,7 145 51,3 56| 232 25| 208 23| 452 50| 48,2 53| 913,0 100
15.| 247,0 22,3| 440 4,0/ 136,9 123 | 159,7 14,4| 553 50| 28,1 25| 1420 128, 750 6,8 530 48| 263 24| 60,1 54| 823 7,4|1109,8 100
16.| 248,3 19,4| 50,1 3,9| 1169 9,1|217,4 17,0/ 75,7 59| 248 19| 2550 19,9| 825 64| 337 26| 29,7 23| 835 65| 626 4,9|1280,2 100
17.1249,8 19,4| 61,9 48| 862 6,7|261,9 204| 644 50| 271 2,1|2535 19,7| 834 65| 32,2 25| 347 27| 725 56| 592 4,6/|1286,7 100
18.| 2446 18,6| 458 3,5|122,4 9,3|253,9 19,3/ 1115 8,5| 153 1,2| 2151 16,3| 89,2 68| 46,2 35| 31,8 24| 599 46| 798 6,1| 13157 100
19.|1 290,3 20,5/ 504 3,6| 986 7,0|2485 17,6|/ 1135 8,0 304 2,2|2434 17,2| 80,3 5,7| 46,8 33| 351 25| 798 56| 959 6,8| 1413,0 100
20.| 342,3 13,2| 58,4 2,3|226,1 8,7|342,8 13,3| 206,9 8,0|1015 3,9|39,9 154| 122,8 4,8| 1923 7,4|176,0 6,8|232,0 9,0|187,0 7,2| 25851 100

Source Data: Analysis of daftam HouseholdBudget Survey, 2003, Turkish Statistical Institute.
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Table 56. Average Expenditures of HeeownergTL/ Month) in 2003
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1. |119,4 34,5 6,6 80 23| 418 12,1| 19,6 5,7| 42,6 12,3| 452 13,0 155 45 84 24 41 1.2 71 20| 114 33 346,4 100
2. |112,6 36,6 6,1 80 26| 555 180 185 6,0/ 10,1 33| 32,7 10,6/ 149 48 66 21 44 14| 220 7.1 40 13 307,9 100
3. |129,0 35,3 6,1/ 11,3 31| 852 233| 216 59 34 09| 422 115 164 45 23 06 0,7 0,2 19,7 54| 114 3.1 365,7 100
4. 11410 33,1 49| 258 6,1 826 19,4 228 54 59 14| 52,8 12,4 156 3,7 4,7 11 33 08| 253 59| 251 59 425,7 100
5. |167,9 33,8/ 248 5,0| 475 96| 926 187 190 38 6,1 12| 465 94| 250 50 84 17 80 16| 292 59| 21,0 4.2 496,1 100
6. |181,3 39,3| 17,9 39| 309 6,7/ 890 193 259 56 55 12| 31,8 69| 238 5.2 99 21 96 21 19,7 43| 158 34 461,1 100
7. |197,1 353|218 39| 41,7 75| 931 16,7 257 46| 204 3,7\ 529 95| 204 3,7\ 139 25| 135 24| 205 3,7 37,2 6,7 558,0 100
8. |208,2 330|195 31| 573 91| 1153 183 262 42| 135 21| 576 91 279 44| 194 31| 224 36| 228 36| 404 64 630,5 100
9. |182,7 348|384 73| 31,3 60| 849 162 346 66| 103 20| 521 99| 283 54| 116 2.2 64 12| 147 28| 294 56 524,6 100
10. | 182,9 30,9| 23,7 4,0 419 711188 20,1, 464 79| 101 1,7| 504 85| 32,7 55| 134 23| 155 26| 293 50| 260 44 591,0 100
11. |199,7 28,5| 352 5,0/ 755 10,8| 110,0 15,7 40,9 5.8 57 08|101,1 14,4, 47,7 6,8 141 20| 13,2 19| 328 4,7| 257 37 701,5 100
12. | 237,0 31,3| 484 64| 378 5,0 1215 16,0 548 7.2 65 09|134,1 17,7 334 44| 109 14| 196 26| 36,7 48| 170 22 757,9 100
13. | 216,0 26,3| 46,5 57| 544 6,6| 1749 21,3| 39,7 48| 163 2,0|1074 13,1 444 54| 164 20 83 1,0 556 68| 415 51 821,5 100
14. | 255,6 28,5| 31,5 35| 753 84| 1403 156| 56,7 6,3| 27,8 3,1|1150 12,8/ 51,8 58| 252 2,8 239 27| 471 52| 481 54 898,2 100
15. | 257,3 23,7| 415 3,8| 153,6 14,2| 129,2 11,9 626 58| 268 25|1185 1094 702 65| 458 42| 306 28| 558 51| 91,9 85| 10839 100
16. | 246,7 21,3| 442 38| 984 85| 1589 13,7 545 47| 29,2 25|2834 245 667 58| 365 32| 258 22| 557 48| 582 50| 11583 100
17. | 256,1 21,3| 56,1 4,7| 88,6 7,4 196,7 16,4 585 49| 31,4 26/|2006 16,7 87,7 73| 387 32| 420 35| 815 6,8 61,8 52| 1199,6 100
18. | 252,4 19,8| 453 3,6/ 128,5 10,1 185,7 14,6/ 130,7 10,3 93 0,7/2305 18,1| 87,1 68| 491 39| 199 16| 56,2 44| 795 6,2 12741 100
19. | 2858 21,3| 49,8 3,7/ 1018 7,6 2125 159 1266 94| 284 2,1|2395 179 832 6,2| 443 33| 253 19| 721 54| 706 53| 13399 100
20. | 346,1 13,5| 52,2 2,0/ 2406 9,4| 3106 12,1| 207,4 8,1| 1124 44|4114 16,0| 106,9 4,2| 1932 7,5| 164,4 6,4|243,7 9,5| 1843 7,2 2573,0 100

Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Turkish Statistical Institute.
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Table 5.7. Average Expendituresf TenantgTL/ Month) in 2003
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1. 77,8 29,2\ 21,8 8,2 12,3 46| 915 34,3 6,7 25| 1,7 06| 23,0 8,6 59 22 24 09 10 04| 197 7.4 28 1,1 266,6 100
2. |106,6 285| 262 7,0/ 108 29| 1322 354| 254 68| 39 10| 271 7.2 78 21 6,7 1,8 0,1 00| 195 5.2 76 20| 373,9 100
3. |118,0 27,9| 252 6,0 153 3,6| 1546 365 11,2 26| 43 10| 40,7 96| 145 34 35 08 30 0,7/ 240 57 91 21| 4235 100
4. 130,3 27,3| 23,9 5,0| 13,7 29| 1752 36,7 140 29| 6,9 14| 443 93| 18,7 39 40 0,8 18 04| 338 7,1 11,1 23| 477,6 100
5. | 1414 253| 26,5 4,7| 19,7 35| 2053 36,7 16,0 29| 38 0,7/ 62,3 11,1 21,5 3,8 10,7 1,9 40 0,7/ 354 63| 126 2,3| 559,2 100
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7. |168,2 256| 31,7 48| 244 3,7| 207,21 31,5/ 38,3 58| 16,7 25| 60,0 91| 243 3,7 76 12 55 08| 534 81| 19,2 29| 656,55 100
8. |188,7 258 390 53| 66,3 91| 2344 32,1| 155 2,1 11,7 16| 70,1 96| 465 64 6,5 09| 153 2,1| 181 25| 183 2,5| 730,4 100
9. |1798 21,1 541 6,4| 351 41| 2958 34,8 222 26| 09 01| 645 7,6| 444 52| 164 19| 629 74| 398 4,7/ 351 4,1| 850,9 100
10. | 1741 22,3| 27,3 35| 504 6,5 2818 36,1 60,3 7,7 90 12| 935 12,0/ 331 4.2 76 1,0 23 03| 32,7 4,2 76 1,00 779,7 100
11. | 178,3 21,3 646 7,7\ 53,0 63| 2734 32,7 47,2 5,6| 10,7 13| 66,3 79| 368 44| 328 39 6,2 0,7| 435 52| 239 29 836,7 100
12. | 233,6 23,0 57,6 5,7 357 35| 2864 28,1 494 49| 216 2,1|153,7 151| 57,7 57| 134 1,3 59 06| 724 7,1 30,0 29|1017,6 100
13. | 1755 18,4 64,3 6,7 657 6,9| 2644 27,7 557 58| 216 2,3|1008 10,6/ 39,2 4,1| 190 20| 305 32| 942 99| 226 24| 953,7 100
14. | 200,4 17,9| 25,1 22| 546 49| 359,12 32,2| 355 32| 165 15|2416 216 42,1 38| 192 1,7, 123 1,1| 486 44| 616 5,5|1116,5 100
15. | 222,2 20,9, 745 7,0 62,0 58| 2826 26,5/ 14,2 13| 338 32| 921 8,7| 754 7,1| 63,0 59 89 08| 92,2 8,7| 43,5 4,1|1064,5 100
16. | 255,12 14,7, 70,0 4,0|180,2 10,4| 416,8 24,1| 1414 8,2| 171 1,0|209,6 12,1| 1356 78| 276 16| 17,7 1,0/1709 9,9| 88,0 5,1|1729,9 100
17. | 236,7 16,3| 77,14 53| 770 53| 376,8 26,0/ 789 54| 18,7 1,3|361,3 249 669 46| 22,7 16| 156 1,1| 595 4,1| 59,2 4,1|1450,5 100
18. | 232,6 16,1| 50,7 3,5|1125 7,8 452,8 31,3| 57,2 40| 32,1 2,2|1859 128 910 63| 31,1 21| 595 41| 685 4,7| 73,4 5,1]|1447,2 100
19. | 346,7 22,4 38,1 25| 56,2 36| 5024 32,5 26,6 1,7| 39,6 2,6|152,7 99| 63,2 41| 547 35| 929 6,04 603 3,9|112,8 7,3|1546,3 100
20. | 318,6 12,6/ 1053 4,2 91,0 3,6| 570,0 22,6| 1336 53| 16,3 062784 11,0|2659 1105|1615 6,4|293,6 11,6|148,7 5,9|141,7 5,6|2524,6 100

Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Turkish Statistical Institute.




Table5.5s hows t hat househol ds 6-allwicbavergygdsi o0 n
increase as income level increases. However the ratio of food consumption in total
expenditure decreases as level of income incregsesexpectediower income

groups spend larger share of their income on foazhuse they are necessary goods

Also, howseholds with higher income levedpendhigher amounts on alcoholic
beverages, cigarette and tobacemd the share of these expenditures in total

consumptions relativelylessthanthe shares dbwer income groups

The share of consumer expenditusalevoted to clothing and footwedyrniture,
houses appliances and home care servidemnsportation communication,
entertainment and cultureand educational services1 total expenditure of
householdsncrease for higher income grouf$e shars of expenditures on health
care,restaurant and hoteils totalh o u s e lexpdnditsrédareunevenly distributed
across incomgroupswhile the amounts increase as we move from lower income

quintiles to higher ones

According to the Table 55, expenditure on housing including rent, water,
electricity and fuelincrease agdevel of income increases. However the share of
expenditureon housing ad rent in total expenditure decreasesh increasing

income

The main difference between Table 5.6 and Table 5ab@it expenditures on
housing, water, electricity and fuel which also include monthly rent amounts for
tenantsAs it is expectegdthe share of expenditure tousing, water, electricity and

fuel in total expendituress greater for tenants than homeowners tenantsare

paying rent for housingAnother difference is that for most income quintiles, the
share of expenditure on furniture, houses appliances and home care services are

higher for homeowners. The reason is that, tenants may have not to waaty abo

repairs, and home care services. These costs may be handled by homeowners. Also,
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household may be willing to pay more for the furniture and decorating as they are

living their own homes.

Table 58 shows mean values of housing expenditure (TL/Monthdsacdifferent
tenure types. It shows what amount of ho
spend on housingJsing householdevel consumption data from the Consumer
Expenditure Survey, it is clear thaigher income groups spend more on housing for

all tenure typesas they can afford more expensive housesgeneral,because
homeowners do not pay retite mean value agxpenditureon housings lower for

homewners thanenants

For lower income quintiles, households spend alM@gpercent of theibudget on
housing and rent. For upper quintiles, it is lower than 10 percent of their budget. For
the case without subdivision by tenure, the share of expenditure on housing in
household budget declines by moving from lower to upper income quintiles.
Espeially for tenants, the share of housing expenditure in their total income is
almost 4650 percentat lower quintiles, and it falls to around 20 percent at upper

quintiles.

By examining the Table 5.& is recognized that especially for lower incomeugrs

the high share of housing expenditures i
that limits access to homeownership. Whether the financing constraints are
important barriers to access for homeownership are examined mexhgection of

this chapter.
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Table 58. Share of Expenditure on Housing in Househ®léragelncome across Different Tenure Types in 2003

Owner Occupancy Tenants Public Housing Tenancy Other Totaf
= 33 ¥ 95 § 33 § S § 33 B S § 33 |8 S § 33 § 9§
£ T £ g 2 = S5 T &£ g ¢ = | T B g ¢ =  |T £ |g & = B3 T B g &= | ¥
> [ > 205 [CRET > 205 [CRETY B 2 3 O > 205 [ > 205
| BE TsE §E T3 E §E T35E §E T3 E §E T3 E
g g 2 g 2 - g g g g
< = < < = < < = < < = < < = <
i [ i [ LLJ
1. 155,77 41,8| 26,8 174,92 915| 52,3 - - - | 177,29 38,3| 21,6 168,88 64,8 | 38,4
2. 282,00 55,5| 19,7 281,96 132,2| 46,9 275,00 66,4 | 24,1| 275,98 36,4 | 132 280,49 84,3 | 30,1
3. 359,07 85,2 | 23,7 370,96 154,6| 41,7| 360,00 85,9 | 23,9| 354,67 47,2 133 362,68 103,8| 28,6
4. 437,79 82,6 18,9 450,10 175,2| 38,9| 439,67 76,4 | 17,4| 425,63 121,0| 284 440,45 118,7 | 26,9
5. 524,83 92,6 | 17,6 518,16 205,3| 39,6 | 536,67 62,7 | 11,7 | 530,04 655| 12,4 522,83 141,6| 27,1
6. 609,13 89,0 | 14,6 604,42 202,7| 33,5| 616,54 76,9 | 12,5| 603,36 109,9 18,2 607,08 123,6| 20,4
7. 676,32 93,1| 13,8 680,18 207,1| 30,4 - - - | 680,10 50,5 7.4 678,04 124,7| 18,4
8. 738,08 115,3| 15,6 743,73 234,4| 315 - - - | 742,50 66,1 8,9 739,79 1382 | 18,7
9. 804,96 84,9 | 10,5 805,01 295,8| 36,7 | 812,70 34,8| 4,3| 809,58 243,4| 30,1 805,24 147,4| 18,3
10. 885,03 118,8| 134 888,39 281,8| 31,7 - - - - - - 885,60 146,4| 16,5
11. 986,19 110,0| 11,2 982,99 273,4| 27,8 - - - | 1001,87 2774 27,7 985,93 168,0| 17,0
12, 1088,99 121,5| 11,2 1096,18 286,4| 26,1 | 1060,00 20,0 1,9| 1076,17 113,6| 10,6| 1088,60 152,1| 14,0
13. 1204,64 1749| 14,5| 1213,45 264,4| 21,8| 1195,29 359,4| 30,1 | 1223,86 226,7| 18,5| 120791 201,3| 16,7
14. 1330,41 140,3| 10,5| 1328,56 359,1| 27,0 - - - | 1327,67 1187 8,9 | 1329,97 176,3| 13,3
15. 1514,36 129,2| 8,5| 1490,68 282,6 | 19,0 - - - | 1504,01 229,7| 15,3| 1510,13 159,7 | 10,6
16. 1721,85 158,9| 9,2| 172251 416,8| 24,2 - - - | 1666,20 142,2 85| 1718,58 217,4| 12,6
17. 2018,57 196,7| 9,7 | 2006,48 376,8| 18,8 - - - | 1912,58 2428 | 12,7| 2011,03 261,9| 13,0
18. 2357,44 185,7| 7,9| 2398,92 452,8| 18,9 | 2376,67 412,7| 17,4 | 2181,08 158,6 7,3| 2364,89 253,9| 10,7
19. 2949,17 2125, 7,2| 3079,24 502,4| 16,3 | 2890,00 454,2 | 15,7 | 2948,79 168,3 57| 2961,33 2485 84
20. 5256,25 310,6| 59| 863248 5700 | 6,6 | 5043,33 720,0| 14,3 - - - 5584,85 342,8| 6,1

Source Data: Analysis of daftam HouseholdBudget Survey, 2003, Turkish Statistical Institute.

Without subdivision by tenure




5.3. Savings According to Quintile Distribution of Households

Household Budget Surveyincludes information about level of income and
expenditure behaviors about households, but do not have information about saving
ratesamong different householdB.y f ol | owi ng  tethab(2087% thedy o f
analysis of households savings are built on information ofniecand expenditure
datafrom Household Budget Surveyhat is savings of households are calculated

by subtracting monthlyexpendituresfrom total monthly income The study

calculates saving ratesor 20 income quintiles for all different tenure types.

Savings of households can be calculated by subtracting expenditure amounts from
net incomes, and then adding the income from investments. In this study, the
average monthlyncomes of households in Table 5.2 asdculated by the sum of

net income of houselds and the income from investments. For this reason, the
saving amounts in Table %.are calculated by subtracting average monthly
expenditure from average monthly income (including income from investments) of

households.

Table 59 presents amounts shavings for different income quintiles. The result of
calculations shows that, there are negative saving rates especially for lower income

quintiles.
Table 59 indicates that, rate of savings increases as we move from lower to higher

income quintiles formost casesandin generalsaving amounts are greater for

homeowners than tenants because they do not pay rent.
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Table 59. Savingsof HouseholdscrosDifferent Tenure Typems 2003

Owner Occupiers Tenants Public Housing Occupancy Other Total™*
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s fis| £ f; g5 fEfges £ ff Pz £ fE fis | &

z & z8E | § z£&  zE & |28 28¢E §  z2 | z38¢E 5 | z£& | z28E 5
1. 155,77 346,4| -190,6 174,92 266,6 -91,7 - - 177,29 267,0 -89,71 168,88 293,7 | -124,82
2. 282,00 307,9 -25,9 281,96 373,9 -91,9 | 275,00 309,8 -34,8 275,98 280,0 -4,02 280,49 329,9 -49,41
3. 359,07 365,7 -6,6 370,96 423,5 -52,5 | 360,00 984,9 -624,9 354,67 403,0 -48,33 362,68 412,9 -50,22
4. 437,79 425,7 12,1 450,10 477,6 -27,5 | 439,67 360,9 78,77 425,63 496,0 -70,37 440,45 447,0 -6,55
5. 524,83 4961 28,7 518,16 559,2 -41,0 | 536,67 4743 62,37 530,04 420,0| 110,04 522,83 515,8 7,03
6. 609,13 461,1 148,0 604,42 585,9 18,5| 616,54 503,0 | 113,54 603,36 658,0 -54,64 607,08 530,4 76,68
7. 676,32 558,0 118,3 680,18 656,5 23,7 - - 680,10 565,0 1151 678,04 590,6 87,44
8. 738,08 630,5 107,6 743,73 730,4 13,3 - - 742,50 622,0 120,5 739,79 652,8 86,99
9. 804,96 524,6 280,4 805,01 850,9 -459 | 812,70 668,4 144,3 809,58 615,0 | 194,58 805,24 620,0 | 185,24
10. 885,03 591,0 2940 888,39 779,7| 108,7 - - - 885,60 623,0 262,6
11. 986,19 7015 284,7 982,99 836,7 | 146,3 - 1001,87 850,0 | 151,87 985,93 750,0 | 235,93
12. 1088,99 757,9 3311 1096,18 1017,6 78,6 | 1060,00 479,8 580,2 1076,17 735,0| 341,17 1088,60 803,0 285,6
13. 1204,64 821,5 383,1 1213,45 953,7| 259,8 | 119529 1601,2 | -405,91 1223,86 1220,0 3,86 1207,91 910,9| 297,01
14. 1330,41 898,2 432,2 1328,56 1116,5| 2121 - - 1327,67 420,0| 907,67 1329,97 913,0| 416,97
15. 1514,36 1083,9 430,5 1490,68 1064,5| 426,2 - - 1504,01 1390,0| 114,01 1510,13 1109,8| 400,33
16. 1721,85 1158,3| 563,6 1722,51 1729,9 -7,4 - - 1666,20 995,0 671,2 1718,58 1280,2| 438,38
17. 2018,57 1199,6| 819,0 2006,48 1450,5| 556,0 - - 1912,58 1150,0| 762,58 2011,03 1286,7 | 724,33
18. 2357,44 1274,1| 1083,3 2398,92 1447,2| 951,7 | 2376,67 1604,9| 771,77 218108 723,0 | 1458,08 2364,89 1315,7 | 1049,19
19. 2949,17 1339,9| 1609,3 3079,24 1546,3 | 1532,9 | 2890,00 2994,1| -104,1 2948,79 1340,0 | 1608,79 2961,33 1413,0 | 1548,33
20. 5256,25 2573,0| 2683,3 8632,48 2524,6 | 6107,9 | 5043,33 3597,5| 1445,83 - - - 5584,85 2585,1| 2999,5

Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Turkish Statistical Institute.

! Income Distribution without subdivision by tenure




When the saving rates are examined in respect to different tenureitypdsund
that for homeownerthe average monthly saving rate is negative only for the lowest
threeincome quintils. For tenancy, in the®] 2" 39 4" 5" 9" and B" income
quintiles saving rates are negativer Rouseholds living in public housing,véag
rates are negative fothe 2" 39 13" and 19 income quintiles Also for
households belonging ifiothed t e n u rsavingratsate pegative forthe 1%,

2" 3 and4™ income quintiles.

In most case, the high dissaving rates are reldtwith low income and high
expenditure levelsHowever, here can be different explanatiofts the negative
saving rates.For instance there can be income underreporting amasugne
households.This situation maybe valid for young households taking fimeial
support from their parents or relatives. Another reason can beirthiais study
household8 income and expenditure values are calculafed one month.
Households may compensate these negative sabygeducing consumption by
transitory shock to income whicimaybeobservable in other montle$ whole year.

This may explain the negative saving rates of high income quintiles.

In this partof the studyjt is possible to driveéhe relationship between saving sate
and total income byot taking into accountthe transitoy shocks to the income

However he transitoryshocks to income will affédhe rate of household savings
which may be an important souroé access tdhomeownership. This hypothesis

will be examined in the latehapterf thethesis.
5.4. Different Economic Ways of Shifting from Tenancy to Homeownership

As it is discusseth the previoussectionsthere can be two different reasons for the
demandof housing: investment and consumptidmannides and Rosenthal (1994)
study onsumption and investment demands for housigythe literatureargues,
households prefer to own if investment demand for housing is greater than

consumption demandAccording to the authoysinvestment demands more
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sensitive to wealth anidhcome;howewer consumption demand is more sensitive to
demographic variablesn an environment without tax distortions, borrowing
constraints,and transactiortosts Four different subtenures are classified by the
authors:Rent 1: householdsmay berening without owring property, Rent 2:
householdsnay berening while owning aotherproperty,Own 1:householdsnay
own their home without owning another property, &win 2:householdgnayown

their home and sonmher properties.

Then authors define an index (J) whidicates the excess imivestment demand
over consumption demand for housirfgo, if J exceeds a series of thresholds, then
households can move from Rent 1 to Own 2.

Homeownership is not for everyone because some families have unstable monthly
incomesand few liquid assetd&Jnderthese conditions, they may be unable to meet
mortgage paymentequiremerdg. For thesefamilies, renting may be more
economically sensible than owning (Carasso, et al.,, 2005). However other

households can afford to buy propestby saving up to a certain period.

In this part of the thesis, th@ossibility of shifting to homeownership by different
income groups igxamined infive different casesAll cases examine possibility of
saving the required for homeownership by défdr householdsin Case 1, it is
assumed that, households dot use housing credits or borrow fromther
householdsbut they only rely on their own savings in order to buywelling unit
By calculating the savingmountsfor different saving periodst is aimedto find
out when households become able to affordwn a dwelling unit In Case 2it is
assumed that households can apply for housiedits andthe possibility of savig
the required equity for homeowrstip by different households groupwe
calculatedIn Case 3, again it is assumed that households prefer to buy a dwelling
by using housing credits. However in this case, possible credit repéynare

calculated by using Delto Income Ratioln Case 4, it is assumed that households
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limit some of their consumption after they decide to buy a dwellinGabe 5ijt is

assumed that saving rates increase 2 percent in each year
54.1.Case 1:HousePurchasewithout Using Housing Creditsor Borrowing

In Case 1, the assumption is thabukelolds do not apply for housing credits or
borrow from other individualsThe only source of buying a flat is their savings.

a first steph o u s e lsavihgd aré calculated from their income and expenditure
data in Table B for different income quintile by considering different tereu
types.In the second step, house prices are examined for every related local area in
Ankara.As a third step,te analysis shows the relative difficulty acessingo

homeownershijn different parts of Ankara for diffent income groups.

Table 510. 2003 Based Consumer Price Index Numbers (Rate of Change in
Twelve Months Moving Averages (%)

%

October 2004 8,44°
October 2005 8,47
October 2006 9,25
October 2007 8,98
October 2008 10,12
October 2009 6,95

2 \www.tuik.gov.tr

394 8,44 is theate of change in ten mdrg between 1 January and 31 October 2003.
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The income and expenditure values are taken from Households Budget Survey of
Turkish Statistical Institute. The Survey is conducted to find out monthly collected
behavior of households for one year period between 1 January and 31 December
2003. For this reson, the prices are assumed to indicate the values in December of
2003. I n order to construct a relation
homeownership, these values of 2003 should be converted to the year 2009. In
order to achieve this, Consumer Prloglex numbers (based year=2003) is taken

from the Turkish Statistical Institute (Table 6)1

Table 511. The2009YearValueof Total Monthly Savings in 2003 (TL/Month)

Owner Public Housing
Tenancy Other
Occupancy Tenancy

2003 2009 2003 2009 2003 2009 2003 2009

1. Quintile -190,6 -314,4 -91,7 -151.2 - - -89,71 -148,0
2. Quintile  -25,9 -42,7 -91,9 -1516 -34.8 -57,4 -4,02 -6,6
3. Quintile  -6,6 -10,9 -52,5 -86,6 -624,9 -1030,7 -48,33 -79,7
4. Quintile 12,1 20,0 -27,5 -45,4 78,77 1299 -70,37 -116,1
5. Quintile 28,7 47,3 -41,0 -67,6 62,37 102,9 110,04 181,5
6. Quintile 148,0 2441 18,5 30,5 113,54 187,3 -54,64 -90,1
7. Quintile 118,3 195,1 23,7 39,1 - - 1151 189,8
8. Quintile 107,6  177,5 13,3 21,9 - - 120,5 198,7
9. Quintile 280,4 4625 -459 -75,7 1443 238,0 194,58 320,9

10. Quintile  294,0 4849 108,7 179,3 - - - -

11. Quintile 284,7 469,6  146,3 2413 - - 151,87 250,5

12. Quintile 331,1  546,1 78,6 129,6 580,2 957,0 341,17 562,7

13. Quintile 383,1 6319 259,8 42855 -40591 -669,5 3,86 64

14. Quintile 432,2 7129 212,1 349,8 - - 907,67 1497,1
15. Quintile  430,5 710,0 426,2 703,0 - - 114,01 188,0
16. Quintile 563,6  929,6 -7,4 -12,2 - - 671,2 1107,0

17. Quintile 819,0 1350,8 556,0 917,0 - - 762,58 1257,8
18. Quintile 1083,3 1786,7 9517 1569,7 771,77 12729 1458,08 2404,9
19. Quintile 1609,3 2654,3 1532,9 2528,3 -104,1 -171,7 1608,79 2653,5
20. Quintile 2683,3 4425,7 6107,9 10074,1 1445,83 2384,7 - -

Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Turkish Statistid¢nstitute.
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Table 5.1 displays saving rates aftepnverting values in Table 51 the year
2009. Prices in the table indicates values equivalent to households total monthly
savings in October in 2009.

After calculating 2009 values of total monttdgvings of households, the next step

is to calculate savings of households at the end of 5, 10, 15, 20, 25 and 30 years. It
is aimed to examine whether households in different income groups are able to buy
their houses by saving some parts of their incorhest of all, the current annual
nominal interest rate (i) is found as 7,75 %. The inflation rate of 2009 is calculated
by taking average of annual rate of change in Consumer Price Index Numbers
betweenl January and 31 October 200%e inflation ratejf is 6,33 %. Then the

annual real interest rate (d) is estimated as 1,34 % by using the following formula:

Ad E)L({1+])0o. (5.1)

As income valuedave beercalculatedper month this annual realnterestrate

should be cowverted into monthly interest rate. In general, the formula is:

(Mont hl ¥=r(@t e+ +tafipual rate) o
Monthly rate ®ji¢a6a.+ annual rat e(p.2)

=]

N

Monthly interest rate is calculated @sll % (0,0011) Then the total savingsfo
households at the end of differesaving periodsare calculated bysing the

following formula:

AP=A((1+D)N-1) /1(2+D)N) 0 (5.3)
P: Present (2009yalue of Total Savingat the end oéachTotal Saving Period

A: Monthly Savings

N: Totd Saving Time
I: Monthly Real Interest Rte
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Table 5.12. Total Savingsof Tenans (TL)

Monthly — t=5 t=10 t=15 t=20 t=25 t=30

Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N= 360)
1. Quinile  -151 8779  -16994 24662  -31935  -38649  -44926
2. Quintile  -152 8798 -17031  -24716  -32005  -38733  -45024
3. Quintile  -87 5026 9730  -14120  -18283  -22127  -25721
4. Quintle  -45 2633 -5096  -7396  -9577  -11500  -13473
5. Quintile  -68 3925 7508 -11027  -14278  -17280  -20087
6. Quintle 31 1771 3429 4976 6443 7797 9064
7. Quintle 39 2269 4392 6374 8254 9989 11611
8. Quintile 22 1273 2465 3577 4632 5606 6516
9. Quintile 76 4394  -8506  -12345  -15985  -19346  -22488

10. Quintile 179 10406 20145 29235 37855 45814 53255
11. Quintile 241 14006 27113 39347 50950 61661 71676
12. Quintile 130 7525 14567 21139 27373 33128 38508
13. Quintile 429 24871 48147 69873 90477 109498 127282
14. Quintile 350 20305 39307 57044 73865 89394 103913
15. Quintile 703 40801 78985 114625 148426 179631 208806
16. Quintile -12 -708 -1371 -1990 -2577 -3119 -3625
17. Quintile 917 53227 103041 149535 193630 234338 272398
18. Quintile 1570 91108 176374 255957 331434 401114 466261
19. Quintile 2528 146747 284085 412269 533840 646074 751006
20. Quintile 10074 584721 1131946 1642703 2127106 2574306 2992411
Source Data: Analysis of dataam HouseholdBBudget Survey, 2003, Turkish Statistical Institute.

Table 5.13. Total Savings oHomeavnerOccupierqTL)

Monthly — t=5 t=10 t=15 t=20 t=25 t=30
Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N=360)
1. Quintle  -314  -18247 -35323 51261  -66377  -80332  -93380

2. Quintile -43 -2479 -4800 -6966 -9020 -10916 -12689
3. Quintile -11 -632 -1223 -1775 -2298 -2782 -3234
4. Quintile 20 1158 2242 3244 4214 5100 5928

5. Quintile 47 2748 5319 7719 9995 12096 14061

6. Quintile 244 14168 27428 39804 51542 62378 72509
7. Quintile 195 11325 21924 31816 41199 49860 57958
8. Quintile 177 10301 19941 28939 37472 45350 52716
9. Quintile 462 26843 51965 75413 97651 118181 137375
10. Quintile 485 28145 54486 79071 102387 123913 144038
11. Quintile 470 27255 52762 76569 99148 119993 139482
12. Quintile 546 31697 61361 89048 115307 139549 162214
13. Quintile 632 36675 70998 103034 133416 161466 187690
14. Quintile 713 41375 80097 116239 150516 182160 211745
15. Quintile 710 41213 79782 115782 149924 181443 210913
16. Quintile 930 53955 104449 151579 196276 237541 276122
17. Quintile 1351 78404 151781 220268 285221 345185 401248
18. Quintile 1787 103706 200762 291351 377265 456580 530735
19. Quintile 2654 154061 298243 432817 560447 678274 788436
20. Quintile 4426 256877 497282 721666 934472 1130934 1314615

Source Data: Analysis of daftam HouseholdBudget Survey, 2003, Turkish Statistical Institute
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Table 5.14. Total Savingof Households Living in Public Housin(@L)

Monthly t=5 t=10 t=15 t=20 t=25 t=30
Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N=360)
. Quintile - - - - - - -
. Quintile  -57 -3331 -6449 -9359 -12119 -14667 -17049
. Quintile -1031 -59823  -115810 -168065 -217624 -263378 -306154
. Quintile 130 7541 14598 21185 27432 33199 38591
. Quintile 103 5971 11559 16774 21721 26287 30557

. Quintile 187 10869 21042 30536 39541 47854 55626
. Quintile - - - - - - -
. Quintile - - - - - - -
. Quintile 238 13814 26742 38809 50253 60818 70696
10. Quintile - - - - - - -

OO0 ~NOOOTE,WNPE

11. Quintile - - - - - - -
12. Quintile 957 55544 107526 156043 202057 244538 284254
13. Quintile  -669 -38859 -75225  -109168 -141360 -171079 -198865
14. Quintile - - - - - - -
15. Quintile - - - - - - -

16. Quintile - - - - - - -
17. Quintile - - - - - - -

18. Quintle 1273 73883 143028 207565 268773 325279 378109
19. Quintile  -172 9966  -19292  -27997  -36253  -43875  -51001
20.Quintile 2385 138412 267948 388852 503517 609376 708348

Source Data: Analysis of dataam HouseholdBBudget Survey, 2003, Turkish Statistical Institute.

Table 5.15. Total Savingf Other Group of Tenurél'L)

Monthly — t=5 t=10 t=15 t=20 t=25 t=30

Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N=360)
1. Quintile  -148 8588  -16625  -24127 -31242  -37810  -43951
2. Quintle -7 -385 -745 -1081 -1400 -1694 -1969
3. Quintile  -80 4627  -8957  -12998  -16831  -20370  -23678
4. Quintile  -116 6737  -13041  -18926  -24507  -29659  -34476
5. Quintle 181 10534 20393 29595 38322 46379 53911
6. Quintle  -90 5231  -10126  -14695  -19029  -23029  -26769

7. Quintile 190 11019 21331 30956 40084 48511 56390

8. Quintile 199 11536 22332 32408 41965 5078 59036

9. Quintile 321 18628 36061 52332 67763 82010 95330
10. Quintile - - - - - - -
11. Quintile 250 14539 28145 40845 52889 64009 74405
12. Quintile 563 32661 63227 91757 118814 143793 167148
13. Quintile 6 370 715 1038 1344 1627 1891
14. Quintie 1497 86893 168214 244115 316101 382557 444690
15. Quintile 188 10914 21129 30663 39705 48052 55856
16. Quintile 1107 64255 124390 180517 233749 282892 328837
17. Quintile 1258 73003 141325 205094 265572 321406 373607
18. Quintile 2405 139585 270219 392147 507784 614539 714349
19. Quintile 2653 154013 298149 432680 560269 678059 788186
20. Quintile - - - - - - -

Source Data: Analysis of daftam HouseholdBBudget Survey, 2003, Turkish Statistical Institute.
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In Case 1,it is assumed that households dot use housing credits or borrow
money from other individuals, but they use their own savings in order to shift from
renting to owning. For this reason, total savings of households at the end of
different time periods are calculated for different tengreups. Table 32
represents total savings for tenants, Table 5.14 shows total savings for homeowners,
Table 513 is for households living in public housing, and total savings of other
groups are represented in Table5.1

In Table 5.2 households in # = 2'% 39 4" 5" d" and 16" income quintiles
have negative saving rates. Households in the78 and &' have positive saving
rates, howevethey are able to save around onlyZDTL per month.

Table 5.8 illustratesthathomeowners arebée to save more than tenants in Table
5.12 in general. Again households in th& 2" and & income quintiles have
negative saving ratedouseholds in the "4and %' income quintiles achieve
positive saving rates, however they are able to save amolynd 2650 TL per
month.Table 5.4 indicates that there are no householohg in the public housing

in the1® 7", & 1d" 11" 14" 15" 16" and 1% income quintiles. Households in
the 79and 3, 13", and 1 income quintiles are nobe to achieve positive saving
rates.There are no households in the other tenure group in tharid2d' income
quintiles. Table 5.5 shows that households in th& 2" 39 4" and & income
quintiles have negative saving rates. Householdserl 8! income quintile hardly

achieve positive saving amounts.

As a second step, house prices for each local angd@amAnkara are examined. In
order to make standardition and a comparison between different locatipnises

of dwellings with 3 bedvoms and 1 living room are taken into consideration.
Tables between 561and 523 display house prices of different districts. The prices

ar e taken from t hitpe//www erald.net/kosiut/satdik A

daire/turkiye/ankara.htral .
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Table5.16. Hous e Pr i c dos3+1lRoombaallikga vy a

,000 TL ¢ ANKAYA TL
400+ Angora Evleri 420 000
Yél déz 415 000
350-399 Bilkent 360 000
300-349 Mebus Evleri 305 000
Ccukur ambar 300 000
250-299 100. Yeél 260 000
Dikimevi 245 000
Gazi osmanpacka 240 000
¢cifdem Mahall es 225 000
Bah-elievler 210 000
200249 Birlik Mahallesi 210 000
Kavakl éder e 210 000
Oran Sitesi 210 000
Yeni Oran 210 000
Bektepe Mahall e 200 000
Avrancé 185 000
Karakusunlar 180 000
Maltepe 175 000
Cinnah 170 000
Demirtepe 170 000
Emek 170 000
Mustafa Kemal Mahallesi 170 000
Séhheéevye 170 000
Akajlé Ayranceé 165 000
150-199 Turan G¢égnek Bul 165 000
Kl ker 160 000
Kéezeéel ay 160 000
Hokder e 155 000
Balgat 150 000
Kekli kpénar é 150 000
Kérkkonakl ar 150 000
Ke¢-¢kesat 150 000
¥ve-1|er 150 000
Sancak 145 000
Cebeci 135 000
Yukaré Ayranceé 135 000
Dikmen 130 000
Kolej 130 000
100-149 Hilal 120 000
Kurtul uk 120 000
Bevyvekesat 115 000
Seyranbaijl ar é 110 000
Esat 100 000
Sokulu 100 000
50-99 - -
_49 - -
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Table 5.17. House Prices in Mamdikr 3+1RoomDwellings

,000 TL MAMAK TL
400+ - -
350-399 - -
300349 -
250299 - -
200249 - -
150199 - -
100-149 Demirl i bah-e 110 000
Terk°zyg 100 000
Adi npaxka 90 000
G¢l ver en 90 000
Sai mekadén 90 000
Tuzl u-aver 90 000
Akdere 85 000
50-99 Mamak Merkez 85 000
kahintepe 85 000
Kay ak 80 000
Bayéndeéer 70 000
Kébrésk®°y 70 000
Boji azi - 65 000
Héssevingazi 65 000
-49 - -

Table 5.18. House Prices in Al & nfdr&41 RoomDwellings

ALTI NDAJ TL
400+ - -
350-399 - -
300-349 - -
250-299 -
200-249 - -
150-199 - -

Karaca®ren 135 000

Aydénl ékevl er 130 000
100-149 Hask®y 125 000

Géenexkevl er 120 000

Telsizler 100 000

Yeni Ziraat Mahallesi 100 000

¥rnek 90 000

Al t éendaij Mer ke z 85 000

Dékkapeée 80 000

Kskitler 80 000
50-99 Al t énova 75 000

Yeni dof an 75 000

H¢seyvin Gazi 70 000

Kar apeér - ek 70 000

Siteler 65 000

Ulubey 65 000
-49 - -
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Table 519. House Pt e s i n forG*lIRbomRwellings

,000 TL G¥LBAKI TL
400+ - -
350-399 - -
300-349 -
250-299 - -
200-249 - -
150199 - -
Bah-elievler 120 000
100-149 Kar kéyaka 115000
G°|l baké Mer kez 105 000
Se]lmenl er 105 000
50-99 - -
_49 - -
Table 520. House Prices in Etimesgidr 3+1 RoomDwellings
,000 TL ETKMESGUT TL
400+ - -
350-399 - -
300-349 - -
250299 - -
200-249 - -
150199 Baill éca 165 000
100-149 Ervaman 125 000
Etimesaut Merkez 80 000
Kst asyon 80000
Alsancak 75 000
Elvankent 75 000
50-99 Kazém Karabekir 75 000
Piyade Mahallesi 75 000
Top-u Mahall esi 75 000
Sésvar i Mahal |l es 70 000
30 Ajustos 60 000
-49 - -
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Table 521. House Prices in Sincdar 3+1 RoomDwellings

,000 TL S KOMN TL
400+ - -
350-399 - -
300-349 - -
250299 - -
200249 - -
150199 - -
100149 - -
Fatih 85 000
Organi ze Sanayi 85 000
50-99 Saraycék 70 000
Sincan Merkez 70 000
Yeni -i mkit 60 000
Yenikent 55 000
_49 - -

Table522.Ho u s e

Pr i c efa 3+ RoomDevellings r e n

,000 TL KE¢tK¥REN TL
400+ - -
350-399 - -
300-349 - -
250-299 - -
200249 - -
150199 Subay Evleri 190000
Akal é ElTlence 130 000
Etlik 130 000
Ke-i°ren Merkez 120 000
Knicir 115 000
Gazino 110 000
Sanatoryum 110 000
100-149 Basénevl eri 110 000
Uy aneéck 110 000
Bademlik 105 000
Esertepe 105 000
Ovaceéek 105 000
Geézelyurt 100 000
Ufuktepe 100 000
kenl i k 100 000
19 Mayés 95 000
Aktepe 95 000
Daniemtm 95 000
Kalaba 90 000
50-99 Pursaklar 85 000
Bail um 80 000
Hacékadeén 80 000
Tepebakéeé 80 000
Kalaba 70 000
Saravk®y 70 000
-49 - -
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Table 5.23. House Prices in Yenimahalier 3+1 RoomDwellings

,000 TL YENKMAHALLE TL
400+ - -
350-399 - -
300-349 - -
250299 Mesakoru 275 000
Konutkent 270 000
''mi t kovy 240 000
200249 Yakamkent 230 000
¢avyvyolu 200 000
150199 - -
Yenimahalle Merkez 135
100149 Ostim 120 000
Bat ekent 115 000
Ergazi 100 000
Demetevler 90 000
50-99 kentepe 90 000
Yakacék 85 000
Kar Kkéyaka 65 000
_49 - -

In order to empirically test the relationship between house prices and household
savings, the spatial variation in housing prices are examined in Ankara. The
structure of hasing market varies across different parts of Ankara. In order to
standardize the housing market, selling prices of flats with only 3 bedrooms and 1

living room are searched, and then average values are calculated. Table 5.16 shows
average house prices thi f f er ent parts of tankaya, T
Mamak, Table 5.18 shows pricesAnl t éndafj , Table 5.19 show
Table 5.20 shows prices in Etimesgut, Table 5.21 shows prices in Sincan, Table

5.22 shows prices in Ke-i°ren, and Tabl e

Property prices are considered to biee highest in¢ akaya especially irAngora
EvI er i,andBikéndAsa pricesinMebus Evl eri, ¢ukur amb
¢ a n k a y MesakawKdnutkent in Yenimahalle are higher thather parts of
the city. In contrast access to homeownership tise easiesfor lower income

groups in Sincan because house prices are lower than other parts of the city.
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I n ¢ankaya, i t o fmd an3eltdwelling under the price @100t
000 TL. However 3% dwellings with a price around 150 000 TL is most common

I n ¢ a wtkchareamore accessible and preferdbeniddle income groups.

The average house prices in Mamak, Al teén
more similarcompared tmther parts of the city for standard3+1 dwelling unit.
However Bajl éca in Etimegut and Subay E

higher housing peces than the other paéK e - i ©r e n .

As it is discussed ithe previous chapters, there are many factors effecting home
selection decisions of householdso@&al satusof the family, its income level,
social environment and neighborhood charactesisifcdifferent locations hause
type and price of the dwelling are some of these fadttwaever in this study, the
main focus ido investigatevhether households in different income groups are able
to purchasénousingby relyingontheir own savings. Fahis reason, only economic
factors are examined in the context of the study, psythological and social

factors areassumed tbe thesame for all households

The third step ofChapter 5 is to examine the accessibility to homeownership in
different locationsof Ankarafor different income groupdn order to achieve this,
the data in Step 1 and Stepafecombined. Both house prices and total savings are
fixed totheir values in 2009However this theoretical framewoi& based on the
assumption thastable economic conditiorfer households do not change in these
long saving periods. They will not lose thgabs; they will not have another
investment plan except buying a housetlmey will not haveimportant health
expendituresThat is, there will b no important change in their lives that prevent
them to save that certain amount in the related saving perldes.following
section of the chapter illustratdse accessibility of each tenure type.

150



54.1.1.Households in Private RentalAccommodation

The link is examined for tenantin the first orderTable 5.2 shows monthly
saving oftenants Because households belonging in tig2l9 39 4™ 5" 9™ and

16" income quintiles have negative saving rates, these houselaldsotsave
sufficient amount oimoney to buya flat, if they only relyon their own savings.
Whether they can shift to homeownership by using other ways such as applying for
housing creditsvill be examined later in & 2 - 5. Also households in th", 7",

8" and12" incomequintiles are not able to buy31 roomflat in related saving
periods because even after 30 saving years of these groupsare able to se

more than 4M00 TL, and their savings wouldot be sufficient to buy &+1 room

flat evenin the lowest priced districts oAnkara.

When Table 5.2 is examinedjt is demonstratedhat, at the end of 5 year saving
periods households ithe 20" incomequintiles become able to buy a 3rdomflat
anywhere in Ankaraincluding locations with highsocialpr est i ge 2such
and Angor a EvHosvever ad itns dibcassdd defomeanytenans in

this income quintiles preféenancyto homeownershipbecause they do nohoose

to buy housing asa profitable investment becaugs rate of returns lowerthan
othertype of investments

At the end of 5 saving years, households belontpniipe 19" income quintileare

able to lny a flat with a price arounddb 000 TL by relying on their own savings.

Sancak in ¢ankaya i diveswhere tbely cah buga divellingat i on

with a price around 145 000 TL. However households belonging to this income
group may not prefer to live in these parts of the City, in fact they would rather live
as tenants instead to become homeowners in these fecatha the end of 10 years
they are able to save around 285 000 ard they will be able to buy a flat in 100
Yeél i n ¢ankaya or Konut ltesafter,1520Mgearathad r u

they become able to buy a 3+1 dwelling in any location ikafa.
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Households ithe 18" incomequintile are able to savaound90 000 TL at the end

of 5 years and able to buy a dwelling in some parts of Ankaralke z | u- ayeér ,
Sai mekadeéen, G¢l ver en, Abi dinpaxka I n Ma
Dani kmeme, HA&Kt®ayés in Ke-i®%ren; or kent
where thesencome levelswould not prefer to live.It is not until 10 years these
households will be able to buy a 3+1 room dwelling in locations with more
prestigious social environment sueéhs Ayrancé, Karakusunl at
¢ a n k & s after 20 years that they become able to buy a 3+1 dwelling in any

related locations in Ankara.

Householddelongingto the17" incomequintile areable to savesufficient amount

of moneyto buy a 34 roomdwellingunitin Ankara until at the end & yearswith

around 55 000 TLand their only alternative is Yenikent in Sincan where a 3+1 flat

is priced around 55 000 TIlAfter 10 years they are able to save around 105 000

TL, and Esat ,ka§ak ulTlsurakmékz Telsidem YeM Ziraat
Mahall esi i n Alténdafj; G°l bakeé Merkez, :
Ovacek, Esertepe, B a d eamErgaki jn Yé&hignahelle gre r t i n
the locations where they can afford to buy a 83dm dwelling unit After 30 years

they become able to buy a dwelling in Maltepe, Cinnah, Demirtepe, Emek, Mustafa
Kemal Mahallesi in ¢ankaya or Bajl éca in

Tenantsn the 15" incomequintile are not able to buy a dwelling until 10 years. At

the end of 10 yeartheyreach aroun®0 000 TL With this money they are able to

buy a dwelling inKay ak i n Ma ma k ; Kskitler, Dé K k¢
Mer kez, Kstasyon in Etimesgut oAttheaj | um,
end of 15 years they reach around 005 TL. With this amount of saving they are
abletobuya3+lroomflatiB¢ y ¢ k®@syrtanbajl aKarkeyédkakaad
G°l bak e, De mi r loi Gaazhi-neo ,i nS aMameak ,y u m, Basé
Ke - i ‘Theg save around 150 000 TL at the end @fy2ars, and 180 000 TL at

the end of 25 year#t the end of 30 yaa they reach around 210 000,Tdnd buy a
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flat i n Bah-elievler, Birl ik Mahall esi ,

¢tankaya.

Households in the4l" income quintile arable to by a3+1flat atrelated parts of
Ankara after 15 years. After this peridtiey are able to save around 55 000 TL
and, their only locational alternative is Yenikent in Sincan. After 20 years they are
able to save around 75 000 TL, however they have vempwdocation choices

like Alté no v a, Yeni dojan in Alténdafj; or Al s
Piyade Mahall esi, T o0 pAfter 25Maansahey agesable to n  Et |
save around 90 000 TL, and after 30 years they reach around 105 O0MerL.

location alternatives with ths money are Esat, Sokul | u |
Ma ma k , Tel sizler, Yeni Ziraat Mahall esi
i n G°Il| bakeé, Bademl i k, Esertepe, Ovacek,

and Ergazi in Yenimahalle.

Tenans inthe 13" incomequintile are not able to save money for a 3+1 dwelling

until 15savingyears,and t hey can buy a fl at i n Bay
H¢seyingazi, Karape¢r - ek in Alteéendaj; S¢
Mer kez, Saraycélh,i Sabag&ay; i or KKaatheA ben w
end of this periodAfter 20 years they reach arou®® 000 TL, and they can afford

a 3+ldwellinginAbi di npaka, G¢l veren, Sai mekadéen,
in Altéendaj; Kal aba kentKepa °ir e hhggoarir matleanle
save sound 110 000 TL after 25 years. The alternative locations to buy a 3+1 flat

are Esat, Sokul | u, Seyranbajlaré in ¢an
Mer kez and Sej menler i n G°I| brg G&ino iJy an é K
Ke-i°ren, and B a tA#&d 8ryears they redoh arouma1l3a000 e .

TL.Ko | e ] in ¢Cankaya, Aydeénl éekevler in Alt

are location alternatives with 130 000 TL.

Households inthe 11" income quintile can afford a dwelling in30 Aj ust os i

Eti mesgut, or Yeni-imkit in Sincan after
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30 years they are able to save around 7
Kéeébrésk®°y in Mamak; H¢lsteeyn dnagja;z i S ¢ vKaarria pNa
Eti mesgut; Sincan Merkez, Sarayceéek in Si

Households in the fbincome quintile cannot afford to buy a 3+1 room dwelling
until 30 years, and at the end of this period they afford a 3+1lidgv@nly in

Yenikent in Sincan.
5.4.1.2. Owner-Occupied Households

Table 5.B represents total saving$ lmouseholds whalready owma home. In this
partof the chapterit is examined whether and when they can thgyr second flad.

As in householddiving in public housing case, the investment purpose may
dominate the consumption purpose dfousing purchasen this case These
households magell their curent home while purchasing a new honte increase
their equity However such situations areckxded inthe context of this study.

Householdsn the 1% 2" and & income quintils have negative saving rates, for
that reason they are not able to kanotherhome Householdsin the 4" and &'
incomequintiles have positive saving rates, howewwen if at the end of 30 years
theycannotreachto a sufficient amount of saving in order to buy a 3sbmflat in

urbanAnkara.

Households ir6"™ income quintile are able to buy their second house after gavin
around 25y/ears with 60 000 TLWith this amount of saving they are able to afford

a dwelling in 30 Ajustos in Etimesgut, o
are able to save aroun8 @00 TL.Al t eénova, Yenidojan in Al
El vankent, Kazém Kar alpelki rMa hRiil y &@de Mah &l

their alternatives after 30 years with a price around 75 000 TL.
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Households irthe 7" incomequintile can save arourD 000 TL at the end of 30
years.The alternatives for buying a 3+@omflat at that price level are iienikent

in Yenimahalle.

Households irB" income quintileare able to buy their second house after saving
around 55 000 Tlat theend of 30 yearsTheir only alternative is Yenikent in

Sincan.

Households irthe 9" and 11" incomequintiles are not db to buy a 3+Ioomflat

in Ankaraafterthey savearoundl5 years. At the end of this perigidhey are able to
savearound B 000 TL and havdocationalternativs | i ke Al t énova, Y
Al téndaj; or Al sancak, El vanmKdrts,i , Kalzoérr
Mahallesi in EtimesgutAfter 20 years they reach 100 000 TL. Thafford to buy a

dwelling with 12 000 TL at the end of 25 years, amgyt can buy their second

house I n Ostim in Yeni mahal l e; Ke-i°re
G¢nelkeerv in Alteéendaj ; or Kurtuluk and Hil
able save around 135 000 TL.

Households in the@" income quintile are able to bukeir secondiwelling after

saving 10 years which is priced around %0 TL, and Yenikent in $can is the

only location where they can buy a 3rebm flatwith this moneyThey reach to 80

000 TL after saving 15 years. They reach to 100 000sBking at the end of 20

year s, and Esat, Sokullu i n ¢ankaya; T¢
Mahal | e s i i n Alténdaj; Gézel yurt Uf ukt er
Ke-i°ren are the | odAttheierdof 2% \edrsetheynaaetablesr e s f

to save around 125 000 TL and able to buy a @eain flat in locations such as

Kurtul ukn tHHlahkbya,; Gé¢nekevloer Hask®°y i
G°l bak é; Ke-i°ren Merkez; Eryaman in Eti
30 years, they are able to save around 1

the location alternatives whereety can buy a dwelling with a price around 145 000
TL.
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Households in the f2income quintile are able to buy a dwelling by saving 10
years.At the end of 5 years, households in the™income quintile reaclaround

90 000 TL, and reach around3000TL after 20 yearsAfter 25 years they afford

to save around 140 000 TL, and at the end of 30 years 160 000 Tthegndhay
prefer to buy a flat in Klker, Hokder e,

in Etimesgut with this amount of saving.

Households irthe 13" incomequintile can buy their second homes after 10 years

by saving around0 000 TL,and dter 20 years thewill be able to savaround 105

000 TL. Esat, Sokullu in ¢ankaya,; Ter k©
Mahall esi i n Alténdafj; G°l bakeée Merkez, :
Ovacek, Esertepe, Bade ml gak in YeBimahealle grei r t i n

the locations where they can afford to buy a Bsdmdwelling with this amount of

saving. After 20 years, they can buy a 3+1 room flat with 135 000 TL. They reach

160 000 TL saving level at the end of 25 years, and they may podiey a flat in

Kl ker, Hokder e, Akaj]J é& Ayrance, Kezeéel ay i
this amount of saving hey reach 190 000 TL at the end of 30 years.

Households irthe 14" and 15" incomequintiles can save aroun80 000 TL at the

end ofl0years and bexne able to buy a dwellingnit. After 15 years they are able

to buy a 3+1 room fl at in B¢gyeéekesat S
G°l baké, Demirlibah-e in Mamak, or Gazi
Ke-i°ren wi tThey $atesaro®n@ 050 dOQ TL at the end of 20 years.

They can wait until at the end of 25 years in order to buy a dwelling in
Karakusunlar in ¢ankaya or Subayevl eri [
TL. At the end of 30 years they reach around 200 UL, and buy a flat in

Bah-elievler, Birlik Mahall esi, Kavakl éd
Households in thedl” income quintile ca buy their second homes afteyé&ars by

saving aroundb5 000 TL, and able to buy a dwelling & limited number of

districts in Ankara. After 10 years they save around 105 000 TL, and they can
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purchase their second dwelling in | ocati
T¢rkeze¢g in Mamak, Tel sizl er, Yeni Ziraat
Sej menler in k°| ba«rét,ePBea,de®@Macéeéek, Ge¢gzely
Ke-i°ren, and ErAgthezend of 20 yearethely maach aaodurid €95

000 TL. With this amount of saving they
orSubay EvI er Afteri2h yakseaheyi aferalelento save around 240 000

TL, and at the end of 30 years they <can

Mesakoru, Konutkent in Yenimahalle with a saving around 275 000 TL.

Households in the 7income quintile are able to buy a dwetjimt the end of 5

years by saving around 80 000 TL. After 10 years they save around 150 000 TL.
With 220 000 TL they can achieve a 3+1

¢ a n k a&ftgr zaving 15 yearg\t the end of 20 years they are able to save around

285 000 TL, and they will be able to buy a flat in 1902 | in ¢ankaya or
Mesakoru in Yenimahall&hey reach 345 000 TL saving at the end of 25 years and

now they may prefer to buy a flat i n Mel
saving. Atthe end of 30 years they can hardly afford a 3+1 room dwelling in

Angora Evleri or Yéldéz in ¢ankaya.

Households in the f8income quintile can save around 10@0 TL at the end of 5

years and become able to buy a 3a&m dwelling unit. After 10 yearsthey are

able to save around 200 000 TL, and are
i n ¢Cankaya or ¢ a yAjter 25years theyeaehraiouma Q00 | e .

TL saving and able to buy a dwelling anywhere in Ankara.

Householdselongingto the 19" income quintile are able to bwyflat which can

satisfy their preferencesboutlocationat the end o0 years by saving arourDO

000 TL, and they wil/l be able to buy a
¢tankaya or Konut le@mmahalle withehss arkooint ofsavings. Y
Theycan affordto savearound430 000 TL at the end ofl5" saving yearsand 785

000 TL at the end of 30 years.
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Householdsn 20" incomequintile can achiev@50 000 TL savingn about5 years.
Only after D yeas, they become able to buy their second house anywhere in
Ankara.

5.4.1.3. Households in Public Housing (Lodgement)

Table 5.8 represents saving amounts for households who live in public housing.
For this tenure group, the utility of investment purposehousing may be greater

than the utility of consumption purpose on housing as it is discussed before.

There are no household in th& 7", 8", 10th 11", 14", 15", 16", and 1% income
quintiles in this tenure type. Households in @8 39 13" and 18 income

quintiles have ngative saving rates.

Because the period of living in a public housing is not greater than 5 iyears
general in this part of the study the case is not discussed in detailed.

5.4.1.4. Households in Other Tenure Tge

Table 5.5 represents saving amounts for other tenure groups. Again households in
15t 2 39 4" and6™ income quintileshave negative saving rates for this tenure
type. Households belonging the 13" income quintile have positive saving rates,
however they cannot sagefficient amount ofnoney to enable them to buy a 3+1
room flat in Ankara even not at the end of 30 saving years.

This type of housing tenure is one of the specialsdss this reason, the case is

not discussed in details this part of the study.

158



54.15. General Review for Case 1

This part of the study analyzes house prices &nd u s e hsavingssand
affordability of homeownershipat different districts in Ankara It provides
information aboutwhether householdare able to purchase a dwellingaving 3

rooms and living room by saving after a certain time period.

The analysis shows that, as itagpected;people with higher incomes are more

likely to own their homes without using housing creditsbarrowing from other

people. The households especially belongitmythe 1%, 2" 39 and 4" income

quintiles are not able to buy a dwelling even after 30 saving years for all tenure
groups.From this point of viewit can be concludedthitous eh ol ds 6 own
arelimited to buy a dwelling for most income quintilésomeownership possibility

is very limited for lower income groupsincomebased constraints are important

barriersto homeownership
54.2. Case 2: House Purchadey UsingHousing Credits

In Case 2, amess to homeownership is examined under the assumption that
households apply for housing credits in order to purchase a dwéllmgaim of

Case 2 is to evaluate whether long term housing credits provide new opportunities
for households who are not abke purchase a dwelling by only saving money in

each month.

Househol dsé savings are calcul ated in Ca
that, households use housing credits and repay the loan after they purchase the
dwelling. For this purpose, monthrents of households are also added to their
monthly savings in order to find out how much households afford to borrow. These
amouns are demonstrated in Table 5.2éhd show how much monthly repayment

household can afford ineach month.
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Table 5.24. Monthly Repayment Potential of Households in Different Income
Quintiles (2003)

Public Housing

Owner Occupancy Tenants Occupancy Other

z [ | _ g | . C

c — c c — c —

E|Z|gg| E|2|g88| E|2|g8g| E|2 3¢
MMonth) | 2 |5 |88 | 2|5 |8a| 2|5 |8c| 2|58i&¢2

s = s = = = s =

& & 3 3
1. Quintile | -190,6 0| -190,6| -91,7| 64,0 -27,7 - - -| -89,71 0 -89,71
2. Quintile | -25,9 0 -25,9| -91,9(100,6 8,7 -34,8 0 -34,8 -4,02 0 -4,02
3. Quintile -6,6 0 -6,6| -52,5(101,0 48,5| -624,9 0 -624,9| -48,33 0 -48,33
4. Quintile 12,1 0 12,1| -27,5|/108,9 81,4 78,77| 11,8 90,57| -70,37 0 -70,37
5. Quintile 28,7 0 28,7| -41,0|125,2 84,2| 62,37 0 62,37| 110,04 0 110,04
6. Quintile | 1480 0 148,0 18,5/118)9 137,4| 113,54 0| 113,54| -54,64 0 -54,64
7. Quintile | 118,3 0 118,3| 23,7|130,5 154,2 - - - 1151 0 1151
8. Quintile | 107,6 0 107,6| 13,3|153,7 167 - - - 120,5 0 120,5
9. Quintile | 280,4 0 280,4| -45,9|185,0 139,1f 144,3| 20,0 164,3| 194,58 0 194,58
10. Quintile | 294,0 0 294,0| 108,7|205,9 314,6 - - - - 0 -
11. Quintile | 284,7 0 284,7| 146,3| 166,4 312,7 - - -| 151,87 0 151,87
12. Quintile | 331,1 0 331,1| 78,6|175,8 254,4| 580,2 0 580,2| 341,17 0 341,17
13. Quintile | 383,1 0 383,1| 259,8|190,0 449,8| -405,91| 72,5| -333/41 3,86 0 3,86
14. Quintile | 432,2 0 432,2| 212,1|231,8 4439 - - -| 907,67 0 907,67
15. Quintile | 430,5 0 430,5| 426,2| 207,2 633,4 - - -| 114,01 0 114,01
16. Quintile | 563,6 0 563,6| -7,4|217,7 210,3 - - - 671,2 0 671,2
17. Quintile | 819,0 0 819,0| 556,0|217,2 773,2 - - -| 762,58 0 762,58
18. Quintile | 1083,3 0| 1083,3| 951,7|270,0f 1221,7| 771,77|120,0| 891,77|1458,08) 0| 1458,08
19. Quintile | 1609,3 0| 1609,3|1532,9| 299,3| 1832,2| -104,1|120,0 15,9/ 1608,79] 0| 1608,79
20. Quintile | 2683,3 0| 2683,3| 61079 |345,8| 6453,7| 1445,83| 90,0/ 1535,83 - 0 -

Source Data: Analysis of dataam HouseholdBudget Survey, 2003, Turkish Statistical Institute

There are four important factors in housing credit process. The first one is
househol dsd i nc osmrepayment) the tiiré one i dhe mortgagei
interest rate, and last one is loan to value ratio (LTV). Also, lenders will consider
househol ds o a s s mEathsfacter nvill bd disaussed in tthe enext
paragraphs of thehapter.In this study, theoretally assumed that, every individual

can apply and get housing credit. The combination of the first two inputs
constitutes Table 5.24. However as it is discussed in Case 1, the values in Table
5.24 represent the amounts which are indexed to the year, 200%hey are

converted to 2009 values, and presented in Table 5.25.
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Table 525. The 2009 Valus Equivalerte of Possible Monthly Repayment
Potential for Mortgage Credit®f Households in Differenincome Quintiles

(TL/Month)

Owner Public Housing
Tenants Other
Occupancy Tenancy

2003 2009 2003 2009 2003 2009 2003 2009

1. Quintile -190,6 -314,4  -27,7 -45,7 - 0,0 -89,71 -148
2. Quintile -25,9 -42,7 8,7 14,3 -34,8 -57,4 -4,02 -7
3. Quintile -6,6 -10,9 48,5 80,0 -624,9 -1030,7 -48,33 -80
4. Quintile 12,1 20,0 81,4 134,3 90,57 1494 -70,37 -116
5. Quintile 28,7 47,3 84,2 1389 62,37 102,99 110,04 181
6. Quintile 148,0 244,1 1374 226,6 113,54 187,3 -54,64 -90
7. Quintile 118,3 1951 154,2 254,3 - 0,0 1151 190
8. Quintile 107,6 1775 167 2754 - 0,0 1205 199
9. Quintile 280,4 4625 139,1 2294 164,3 2710 194,58 321
10. Quintile 2940 4849 3146 5189 - 0,0 - -
11. Quintile 284,7 469,6 312,7 5158 - 0,0 151,87 250
12. Quintile 331,1 546,1 2544 4196 580,2 957,0 341,17 563
13. Quintile 383,1 6319 4498 7419 -333,41 -5499 3,86 6
14. Quintile 432,2 7129 4439 7321 - 0,0 907,67 1497
15. Quintile 430,5 710,0 633,44 1044,7 - 0,0 114,01 188
16. Quintile 563,6 9296 210,3 3469 - 0,0 671,2 1107
17. Quintile 819,0 1350,8 773,2 1275,3 - 0,0 762,58 1258

18. Quintile 1083,3 1786,7 1221,7 2015,0 891,77 1470,8 1458,08 2405
19. Quintile 1609,3 2654,3 1832,2 30219 159 26,2 1608,79 2653
20. Quintile 2683,3 4425,7 6453,7 10644,4 1535,83 2533,1 -

As it is expected the larger the repayments, thgetathe loan that households able

to borrow, and consequently the more house that household afford to buy. As
monthly rent is included to the savings of tenants, monthly repayment potegtial
increased in Table 542comparing to Gase 1 for tenantdn Case 1, tenants in the

15t 2 39 4" 5" dg" 16" income quintiles have negative saving rates. When rent
payments are excluded from their monthly expenditure values, all households
except in the Lincome quintile achieve positive monthly repaymeotiential. Also

same calculabns arerepeatedfor households livingin the public housing.
However, because the rent payments for public housing are lowermptheate

rental accommodation, there is no significant increase in the amounts of monthly

repaynent potential for these households.
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Table 526. Total Credis That Tenants Can Take in Relation to Their Monthly
Repayment PotentigéT'L)

Monthly t=5 t=10 t=15 t=20

Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile -45.7 - - -
2. Quintile 14,3 634 973 1154 1251
3. Quintile 80,0 3546 5444 6459 6998
4. Quintile 134,3 5953 9140 10843 11747
5. Quintile 138,9 6157 9453 11214 12150
6. Quintile 226,6 10044 15421 18294 19821
7. Quintile 2543 11272 17306 20531 22244
8. Quintle 2754 12207 18742 22234 24090
9. Quintile 2294 10168 15612 18520 20066
10. Quintile 518,9 23001 35313 41893 45389
11. Quintile 515,8 22863 35102 41642 45118
12. Quintile 419,6 18599 28555 33876 36703
13. Quintile 741,9 32885 50489 59896 64895
14. Quintile 732,1 32451 49822 59105 64038
15. Quintile 1044,7 46307 71096 84342 91382
16. Quintile 346,9 15377 23608 28006 30344
17. Quintile 1275,3 56529 86789 102959 111553
18. Quintile 2015,0 89316 137129 162678 176256
19. Quintile 3021,9 133948 205652 243969 264332
20. Quintile 106444 471820 724394 859360 931087

Table 5.27. The Appraisedvalue of Real Propertywith respect to Loato-Value
(LTV) Ratioin Table 5.26

Monthly t=5 t=10 t=15 t=20

Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile -45.7 - - - -
2. Quintile 14,3 792 1216 1443 1564
3. Quintile 80 4433 6805 8073 8747
4. Quintile 134,3 7441 11425 13553 14684
5. Quintile 138,9 7696 11816 14017 15187
6. Quintile 226,6 12555 19276 22868 24776
7. Quintile 254,3 14090 21633 25663 27805
8. Quintile 275,4 15259 23428 27793 30112
9. Quintile 229,4 12710 19514 23150 25083
10. Quintile 518,9 28751 44142 52366 56737
11. Quintile 515,8 28579 43878 52053 56398
12. Quintile 419,6 23249 35694 42345 45879
13. Quintile 741,9 41107 63112 74870 81119
14. Quintile 732,1 40564 62278 73881 80048
15. Quintile 1044,7 57884 88870 105428 114227
16. Quintile 346,9 19221 29510 35008 37930
17. Quintle 1275,3 70661 108487 128699 139441
18. Quintile 2015 111645 171411 203348 220320
19. Quintile 3021,9 167435 257065 304961 330415
20. Quintile 10644,4 589776 905492 1074200 1163859
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Table 528. Total Credits That Homeowners Can Take in Relation tor Mienthly
Repayment Potential (TL)

Monthly t=5 t=10 t=15 t=20

Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile -314,4 - - - -
2. Quintile -42,7 - - - -
3. Quintile -10,9 - - - -
4. Quintile 20,0 887 1361 1615 1749
5. Quirtile 47,3 2097 3219 3819 4137
6. Quintile 2441 10820 16612 19707 21352
7. Quintile 195,1 8648 13277 15751 17066
8. Quintile 177,5 7868 12080 14330 15526
9. Quintile 462,5 20501 31475 37339 40456
10. Quintile 484,9 21494 32999 39148 42415
11. Quintie 469,6 20815 31958 37912 41077
12. Quintile 546,1 24206 37164 44089 47768
13. Quintile 631,9 28009 43003 51015 55274
14. Quintile 712,9 31600 48516 57555 62359
15. Quintile 710,0 31471 48318 57321 62105
16. Quintile 929,6 41205 63263 75050 81314
17.Quintile 1350,8 59875 91927 109055 118157
18. Quintile 1786,7 79197 121592 144247 156286
19. Quintile 2654,3 117654 180636 214291 232177
20. Quintile 4425,7 196172 301187 357302 387125

Table 5.8. The Appraised Value dReal Propertywith respect to Loato-Value
(LTV) Ratio Table 5.28.a.

Monthly t=5 t=10 t=15 t=20

Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile -314,4 - - - -
2. Quintile -42.7 - - - -
3. Quintile -10,9 - - - -
4. Quintile 20 1108 1701 2018 2187
5. Quintile 47,3 2621 4024 4773 5172
6. Quintile 2441 13525 20765 24634 26690
7. Quintile 195,1 10810 16597 19689 21332
8. Quintile 177,5 9835 15099 17913 19408
9. Quintile 4625 25626 39344 46674 50570
10. Quintile 484,9 26867 41249 48935 53019
11. Quintile 469,6 26019 39948 47391 51346
12. Quintile 546,1 30258 46455 55111 59711
13. Quintile 631,9 35012 53754 63769 69092
14. Quintile 7129 39500 60645 71944 77948
15. Quintle 710 39339 60398 71651 77631
16. Quintile 929,6 51506 79079 93812 101642
17. Quintile 1350,8 74844 114909 136319 147696
18. Quintile 1786,7 98996 151990 180308 195358
19. Quintile 2654,3 147067 225795 267864 290221
20. Quintile 4425,7 245215 376483 446628 483906
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In Case 2, households will apply for housing credits while they are purchasing their
new homs in contrast to Case 1. In order to find how much of a home that
households can afford, the possible housing credit amounts are calculated with a
1,05 % mortgage interest rate which are affordable for different income quintiles.
Table 5.26 represents available credit amounts for tenants. The same amounts are
represented for homeowners in Table 5.28. Households living in public housing and
belongingin other housing tenure types are excluded from this part of the study as it

is discussed before.

All the values are fixed to current year (2009), and the previous formula is used to
calculate the amount of credit (P) in relation to the monthly repaty(Agn

AP =A(NL/AHAHY) o (5.3)

Housing credits with a fixed rate (1,05 % per month) are calculated for four
different repayment periods (5, 10, 15, and 20 years). When households apply for
housing credits, the lenders waa know what portion of the value of home will be

financed by the credit amount. This is called loan to value ratio (LTV) and
calcul ated as dividing Athe amount borro
h o u sL&W= Mortgage Amount / Property Valje

This ratio is very significant because it shows how much of equity households will
provide in relation to the overall cash of the dwelling. As it is expected, the higher
the LTV, the less cash is required as the equity by the household.

In this studyLTV is taken as 80 percenfable 5.5 shows the loan amounts
available fortenans for different income quintilesTable 5.7 displays the
appraised value ofeal propertythat households are able to buy with respect to
Loanto-Value (LTV) Ratio. Table 5.28illustrates available loan amounts for
homeowners, and Table 5.29 illustrates the appraised value of real property that

homeowners can afford.
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The examination of which inconwpiintiles are able to purchase a dwelling by using

long-term housing credits i®presentech the following subsections.
54.2.1. Households in Private Rental Accommodation

This section evaluates the shift from tenancy to homeownership for housegholds
private rental accommodatioable 5.5 and 5.27illustrates that households
belonging betweenthe ' and 9" income quintiles and households in thel6™
income quintile are not able to borrow sufficient amount of loan in order to
purchase a 3+1 roodwelling in related parts of Ankara. These households also are
not able to save sufficient mon&ypurchase a dwelling evex the end of 20 years

in Case 1.

Households in the {%income quintile are able to save around 40 00Gfrthe end
of 30 yearsin Case 1. In Case, 2hese households also are not able to borrow
sufficient amount of housing loan to purchase a 3+1 room dwelling unit in related

locations of the study.

Tenants in the TOincome quintile are able to borrow around 45 000 TL by uaing
fixed rate 20 year housing credits. As the LTV ratio is taken as 80 % in this study,
the borrower should put down around 11 000 TL as a downpayment when they are
purchasing a dwelling. When the Table B.i5 examined, it is obvious that,
households in i8 income quintile are able to save around 10 500 TL at the end of 5
saving periods. So it can be concluded that, tenants in this income quintile can
purchase a dwelling with a price around 56 000 (45 000+11 000) TL after 5 saving
years if they apply for dixed rate 2@year mortgage credits. So at the end of 25
years they will become homeowners of a dwelling unit priced around 56 000 TL.
However if these households prefer to save instead of using housing credits as in
Case 1, at the end of 25 years theyl wave around 45 000 TL which is not

sufficient to purchase awelling unit. For this income quintile purchasing a
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dwelling unit by using housing credits is more profitable than purchasing after

saving thenecessargmount.

When same calculations arepeated forthe 11™ and 14" income quintils, it is
found out that there is nanportant difference between two different methods of

house purchase Case 1 an€ase2.

Households in the 1Bincome quintile are able bomoaround 65 000 TL when

they aply for 20 year housing credits. With this amount of moaeg by saving

around 15 000’L asa downpayment, they are able to purchase a dwelling priced
around 80 000 TLThey are going to be in debt for around 20 yeanslat the end

of 20 years househo#din this group will be homeowners of dwelling units priced
around 80 000 TL. However, instead of using housing credits if these households
choose to save the necessary money in order to purchase a dwelling, at the end of
20 years they are able to save enthvan 90 000 TL. S@t the end of 20 years they
becomehomeownes of a dwelling priced aroun®0 000 TL which is more

profitable than using housing credits

So it can belaimedthat, waiing to save and then buying the house is eounally
more proftable tharusing housing credit®r this income quintileThe same results
are obtained when the processrépeatedfor the 15", and 17" 20" income
quintiles. Thegap between two amounts increaassve movdrom lowerto upper
income quintiles. Foinstance,for households irthe 20" income quintile, it is
calculated that, households are abledaowaround930000 TL, if they apty, for
a fixed rate housing crediith 20 years repayment periotihis amount is 80 % of
the property value, so thergperty valuecan bearoundl 160000 TL However if
they wait and save around 20 years, they are able to buy a dweiling priceof
about2 125000 TL, which is economicallynore profitable than using housing

credits.The profit of household this income quintilas 965 000 TL.
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The economicprofit is 200 000 TL for 18 income quintile, 110 000 Tkor 18"
income quintile’55 000 TL for the 1% income quintile, and 35 000 TL for the"5
income quintile. As we move from higher to lower income tiigis the amount of

profit starts to decrease.
5.4.2.2. OwnerOccupied Households

This section examines the house purchase for car@ipied households by using

long term housing creditslomeowners in the1. 24 and & income quintiles have
negatve saving amounts. For this reason, these households are not able to save
sufficientamount ofmoney to purchase a dwelling in Case 1d also in Case 2

because of negative saving rates they are not able to borrow loan.

Homeowners in the "™ and 5" income quintiles are not able to save sufficient
money to purchase a dwelling even if at the end of 30 years in Case 1. Also,
housing credits do not offer homeownership opportunityifeseincomequintiles

Households in th&" and8™ income quintiles @ able to save over 55 000 TL at the
end of 30 years to purchase a 3+1 room dwelling in related parts of Ankara.
However if they apply for long term housing credits, tieaypnotafford sufficient
amountof loan to purchase a dwellinglouseholds in the flincome quintile are

able to save around 100 000 TL at the end of 20 years. However, again these
householdscannotborrow sufficient loan to purchase a 3+1 room dwelling. For
these three income quintiles saving amnomicallymore profitable than using

housing credits.

Also, for households betweedi" - 20" income quintilesandhouseholds in the"s

income quintilewaiting to save and then purchasiagwelling is more profitable
than using housing credits as they can purchase a more valuablengivmsfli
waiting andsavingmoney As in tenants caséhe profit increaes as we move from

lower income quintiles to highéncomequintiles. The profit is around 50 000 TL
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fort the 18" income quintile arounds5 000 TL for the 12 income quintile around
65 000 TL for the 18 income quintile,around70 000 TL for the 1% and 1%’
income quintilesaround95 000 TL for the 18 income quintile,around135 000
TL for the 17" income quintile,around180 000 TL for the 18 income quintile,
around270 000 T for the 19" income quintile, andround450 000 TL for the 20

income quintile.

54.2.3.General Review for Case 2

In Case 2, shifting from tenancy to homeownership is examined by assuming that
households apply for housing creditkusing credits wh a fixed rate (1,05 % per
month) are calculated for four different repayment periods (5, 10, 15, and 20 years),
and loan to value ratio is taken as 80Pthis part of the study

In Case ltenantsbetweenl®t 9"income quintilesandtenantsin the 12" and 16’
income quintils are not able to savsufficient amountof money in order to
purchase a dwelling even #te end of 30 years. Also in Case 2, Table65.2
indicates thathouseholdsn the same income quintiles cannotafford to borrow
sufficiert amount ofcredit which is needed topurchasea dwelling. In Case 1,
homeowners between® 6" income quintiles are not able to own their second
homes by savingvenfor 30 yearsIn Case 2, again these households are not able

to borrow sufficient amourof loan to purchase a dwelling.

That is, lousing credits do not offer homeownership opportunity for households
who are not able to purchase a dwelling by saving their incomes in Case 1 in
Turkey. The discussions havsimilar results for also three othéenure cases.
Housing finance is not only limited for some groups of households, but is only
accessible to a small proportion of households belonging in the higher level of
incomes. Therefore access of lower income groups to homeownership is quite

limited in Turkey.
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When home purchases in Case 1 and Case 2 are compared, for tenants th the 10
income quintile purchasing a dwelling unit by using housing credits is more
profitable than purchasing after saving the necessary amount. For tenants ifi the 11
and 14" income quintilesthere is no significant difference between two methods.
An interesting point is thafor tenantsin the 13", 15" 17" 18" 19" and 20"
income quintiles purchasing after saving is more prafita than using housing
credis even if theywill pay rentwhenthey stay as tenantélso, for households
between ¥ - 20" income quintilesand for households in the"6income quintile
waiting to save and then purchasing a dwelling is more profitable than using
housing credits ashey can purchase a more valuable dwelling by waiting and
saving moneyThis difference in economic profit occurs because of high interest

rate of housing credits in Turkey.

If interest rate in housing credits were same as real market interest raté)etre
would be no differencor homeownersin economic profit ofpurchasing a
dwelling unit aftersaving moneyr purchasing a dwelling bysing housing credits
because these householdsndbpay rent in their current residence. However, using
housingcredits would be more profitable for tenants because wWaayd able to
buy a dwellingby transferring their monthly rend monthlyrepayments ohousing
credits.

However because of high interest rate in housing credits, the cost of adebt
mortgage aeditsis much higher than the profit from saving in Turlespecially for
homeowners. Fothe first home buyerghe household should compare the cash

flow of monthly installments of housing credits and their monthly savings and rent.

The calculations ofhis study in Case 1 and 2 show that, if monthly rent is greater
than a portion of householodhbgsingeedttshl v s a
smaller than the cost of rentinghe portion depends on the ratio of interest rate in

housing credits tanarket real interest rateSuch as, tenants in the M ¢hcome

quintile are able to save around 110 TL per month. Their monthly rent is around

205 TL. Because householdds monthly ren
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saving, households should apply fbousing credits wherthey have plans to
purchas adwelling unit. However monthly savings and monthly rembountsare

very close for tenants in the and 14" income quintiles. For these households
there is no significant difference between the costetit and the profit from saving

as discussed before. For upper income quintiles monthly saving amounts are much
greater than monthly rent that households are paying. For these households the
profit of saving ismuch greater than the cost of debt. The eoan profit increases

as we move from lower income quintiles to higher ones as the ratio of saving per
monthover rent increases. So it is suggested that these households should save and

thenbuy their homes instead of applying for housing credits.

Howewer comparison of the cost of debt and the profit of sawagnot be
determined exactly because househol dso
for housing credits. Some households pay a lot of attention to limit their
expenditures after they applgricredits;otherwisethey are nowilling to save. For

these households who have difficulties to save their incomes, applying for credits
may have compulsive affect on investing money. This assumption will be discussed
in Case 4, after examining housingdits by taking intaccountof debt to income

ratiosin Case 3s an alternative afalculations in Case. 2

54.3. Case 3: House Purchase with Housing Creditsy Using Debt to Income

Ratio

When households apply for mortgage credits, lenders alsarntke&onsideration
another ratipwhich is debt to income ratio (DTIRTI is the percentage of monthly

income that goes toward paying debts.

A common rule can be expressasl debt to income ratio should be lower than 36
(28 % for housing and 8 % for dglpercent.If it is higher than36 percent, the
lender will not be willing to give creditsDebt includes all repayments of

households, like mortgage credits, auto credits, Aother point is that, lenders
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also prefer that the total amount of nrtgage payments should noéxceed 28

percent of househol ddés total I ncome.

In Case 3, the alternative way of credit amounts are cadcligt using debt to
income ratio. Table 530 and Table 5.B display the amount of credits that
households are able tepay. However because there lsck of information about

other debts of households such as credrd bills, car loan payments, etc. in the
data, it is not possible to evaluate whether households total debt is greater than 36
percent of total income. So, the amtaiin tables are calculated as 28 percent of

h o u s e botll mbrehdy income. The amounts in the tables give ideas about how

much of househol ddés income i s avail abl e

Table 5.30Q Total Creditthat TenantCan Gety Using Debt to Income Rat(@L)

Monthly ~ Monthly

Income Income Monthly =5 =10 =15 t=20

(2003) (2009) Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile 175 289 81 3581 5498 6522 7066
2. Quintile 282 465 130 5772 8862 10513 11390
3. Quintile 371 612 171 7594 11659 13831 14985
4. Quintile 450 742 208 9214 14146 16782 18182
5. Quintile 518 855 239 10607 16285 19319 20932
6. Quintile 604 997 279 12373 18996 22535 24416
7. Quintile 680 1122 314 13924 21377 25360 27477
8. Quintile 744 1227 343 15225 23374 27729 30044
9. Quintile 805 1328 372 16479 25300 30014 32519
10. Quintile 888 1465 410 18186 27921 33123 35888
11. Quintile 983 1621 454 20122 30894 36650 39709
12. Quintile 1096 1808 506 22439 34451 40870 44282
13. Quintile 1213 2001 560 24840 38137 45243 49019
14. Quintile 1329 2191 614 27196 41755 49534 53669
15. Quintile 1491 2459 688 30515 46850 55579 60218
16. Quintile 1723 2841 795 35261 54136 64223 69583
17. Quintile 2006 3309 927 41074 63061 74810 81054
18. Quintile 2399 3957 1108 49107 75395 89442 96907
19. Quintile 3079 5079 1422 63034 96776 114807 124390
20. Quintile 8632 14238 3987 176711 271307 321856 348720
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Table 5.30 displays total credit amount
monthly repayments by using deto income ratio. When the table is compared

with Table 5.26, for some quintiles amounts of monthly repayments that households

are able to pay increases when it is calculated by debt to income ratio, however for

others the amounts decrease.

In Table 5.5 households betweeri and 9" income quintilesand households in the
12" and 18" income quintiles are not able to borrow sufficient amount of housing
credits to buy a 3+1 room dwelling unit in Ankara. In Table 5.30 households
between the Sland 11" income quintiles are not able to get sufficient amount of
housing credits to buy a 3+1 room dwelling unit in related parts of AnKaed.is,
while households in the Tand 11" income quintiles are able to borrow sufficient
amount of money in order fourchase a 3+1 room dwelling unit in Case 2, these
households cannot afford sufficient amount of credit in Case 3. In contrast,
households in the ¥2and 18' income quintiles areable to borrow sufficient
amount of loan in Case 3, however cannot achigwneCase 2.

Table 5.31 displays total credit amount s
monthly repayments by using debt to income ratio. In Case 2, households between

the £ and 9" income quintiles, and households in th&"idcome quintileare not

able to borrow sufficient amount of money to purchase a 3+1 room dwelling unit in
related locations in Ankar&élowever,Table 5.31 indicates that households between

the £'and 11" income quintiles are not able to borrow higher than 40 000 Td fixe

rate housing credit with 20 year repayment penmnGase 3
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Table 5.3L. Total CreditthatHomeownersCan Getby Using Debt to Income Ratio
(TL)

Monthly ~ Monthly

Income  Income Monthly t=5 t=10 t=15 t=20

(2003) (2009) Repayments (N=60) (N=120) (N=180) (N=240)
1. Quintile 156 257 72 3189 4896 5808 6293
2. Quintile 282 465 130 5773 8863 10514 11392
3. Quintile 359 592 166 7350 11285 13388 14505
4. Quintile 438 722 202 8962 13759 16323 17685
5. Quintile 525 866 242 10744 16495 19568 21201
6. Quntile 609 1005 281 12469 19144 22711 24607
7. Quintile 676 1115 312 13845 21256 25216 27321
8. Quintile 738 1217 341 15109 23197 27519 29816
9. Quintile 805 1328 372 16478 25299 30012 32517
10. Quintile 885 1460 409 18117 27815 32998 35752
11. Quintie 986 1627 455 20188 30995 36769 39838
12. Quintile 1089 1796 503 22292 34226 40602 43991
13. Quintile 1205 1987 556 24660 37860 44914 48663
14. Quintile 1330 2194 614 27234 41813 49603 53744
15. Quintile 1514 2498 699 31000 47594 56462 61175
16. Quirtile 1722 2840 795 35247 54115 64198 69556
17. Quintile 2019 3329 932 41321 63441 75261 81543
18. Quintile 2357 3888 1089 48258 74091 87896 95232
19. Quintile 2949 4864 1362 60371 92689 109958 119136
20. Quintile 5256 8669 2427 107598 165197 195976 212333

54.3.1. General Review for Case 3

I n Case 2 in thi sapacity aopboreow ,housmg oredieshio | d s 6
calculated by focusing omonthly expenditures of househol@&aving per month

for each income quintiles calculated by subtracting anthly expenditures from

monthly averagéncomes of householdBy adding rent amounts in each month for

tenants, repayment potential for each income quindilestimated.For different

repayment periods, how much housing credit that each incindle is able to

borrowis defined.

In Case 3, credit amounfor different repayment periods are calculated by using

debt to income ratioDebt amounts include total monthly payments like housing
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credit payments, credit cards)ild supportpther loansand ay other monthly debt
obligations However, otherexpenses like gasoline, entertainment, groceries
utilities, telephone serses, and etcare not includedto the calculationsThe
standarddebt to income ratio is 36 percefthat means total housing expEes
(including mortgage paymendnd debt payments combined should be less than 36
percent of totalmonthly income of households, and monthly housing credit
payment should not exceed 28 percent of total monthly incémeall income
quintiles, 28 percenbtf monthly income is calculated in order to figure out how
much households arable to repay in each months, and for different repayment

periods total amount of loan are calculatedeeh income quintile.

Beside the fact that, for most income quigitotal loan amounts in Casead

Case 2 are close to each other, the probability of purchasing a hontbenlitblp of
housing credits mayhange as the results dfiesetwo processs Such as,
households who have negative saving rates in Case 2 aabledio use housing
credits. However in Case 3 applying for a housing credit depends on debt to income
ratio by only considering debt payments. For these reasons, these households with
negative saving rates are now able to apply for housing credit. Hgwase
expected they areat able to borrow sufficient amount of credit to purchase a
dwelling also in Case 3.

Another difference is that, while some income quintiles raseable to borrow

sufficient amount of credit to purchase a dwellinghees resultof the calculations

in Case 2, thes households beconable to borrow sufficient amount of loan in

Case 3 as the loan amounts are calculated by debt to incomeltratém be
concluded that these householdsdé mont hl
expected amount of monthly expenditures for each houselotth is standardized

by debt to income ratio.

Howeve for some householdsvailable loan amoundecreasavhen calculations

are based ondebt to income ratioThe reason behind the fact is thatonthly
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expenditures for these households are lower than the standardized expenditure

values determined by debtitccomeratio.

Debt to income ratio is an important indicator of available housing credit amounts
for households. However, because debinttome ratio is a general standized
value without taking into consideration of different tastes andtifles of different
households. @ly taking into account othis ratio while householdspplying for
housing credits may misguide for both the agaplnd the lendeFor this reason,
while applying for a credit, calculations should be based on monthly income and
expenditures for each househalsl in Case because these attitudes may change
for eachdifferent householdHoweveras it is discussed b, all calculations in
Case 1, 2, and Based on thassumptiorthat householdsexpenditurebehaviors
would not be change after they decide to buy a dwelling. However, housetajd

limit their expenditurs if they decide to make anvestmentsuch agurchasing a
dwelling. This assumption will be discussed in the next section of the chapter as
Case 4.

5.4.4. Cased: HousePurchase byLimiting Expenditures

In the first tree cases, it is concluded that especially low and middle income
households cam purchase a home by saving in long terms or using housing
credits as they could not afford such loans with their in@oidewever there are
strict assumptions in the firshree cases thathere will be no difference in
household8 | i v i n ginteetomgdernt i on s

In case 4, it is assumed that households are able to increase their savings by limiting
their consumpti on. -3hang Hehdviorl nag dhangeoafies u mp t |
they decide to buy a house. By transferring the money that they would gpeve s

on some services and goods to their saving accounts they may start to increase their
saving amountsBecause, buying a home is a major decision that requires a lot of

commitment, households start to control their spending in order to handle their
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finances responsibly. In this part of the study, the data are examined in order to

figure out whether households can limit their expenditures on some goods and

services. It is found out that, households can increase the amount of money they
have in savingvhenthey decide to buy a houss limiting their expenditures on

new furniture and carpets, some clothing accessories, accommodation in some
hotels, some equipment for entertainment at homes, some services and goods for
personal seltare and jewelry. Also huseholds may postpone buying a car if they

decide to buy a house.

Table 5.2. Average Expenditures of Households after Limiting Their Expenditures
(TL/Month in 2003)

Income Quintiles Owner Occupancy Tenancy
1. 341,55 262,98
2. 294,61 348,28
3. 35562 410,53
4, 401,28 466,05
5. 474,63 547,06
6. 450,45 561,96
7. 543,67 641,41
8. 606,31 715,42
9. 505,10 829,42
10. 554,94 770,32
11. 682,95 819,18
12. 690,16 923,99
13. 785,80 916,83
14. 847,38 893,50
15. 987,84 977,73
16. 963,25 1499,22
17. 1141,20 1124,17
18. 1098,37 1379,64
19. 1219,43 1500,07
20. 2191,55 2403,05
Total"* 832,80 755.74

Source Data: Analysis of dataam HouseholdBudget Survey, 2003, Turkish Statistical Institute.

1 Housing expenditure without subdivision by income quintiles
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In the Household Budget Survey, it is possible to fimdl lvow much households
spend on these goods and servidesa result new average monthly expenditures
are calculated in Table 23by assuming that householdsan limit their

expenditures in order to increase saving anmsount

Table 5.3. Savings of Hoseholds across Different Tenure Tygdter Limiting
Expenditure®n Some Goods and Servid¢dd/Month in 2003)

Owner Occuparts Tenants
P S
2 =
°Z s $g £
2 S 5 g2 S 2 5
S = c s S =2 c S
o I o = o I o <=
T E 8 = = T E O =
v O L o & E § > o 5 v € =
SE §£5 §$2:z < S 8 £ =2 =
g3 z&8 z28E § z < z E &
1. 156 342 -186 175 263 -88
2. 282 295 -13 282 348 -66
3. 359 356 371 411 -40
4, 438 401 37 450 466 -16
5. 525 475 50 518 547 -29
6. 609 450 159 604 562 42
7. 676 544 132 680 641 39
8. 738 606 132 744 715 29
9. 805 505 300 805 829 -24
10. 885 555 330 888 770 118
11. 986 683 303 983 819 164
12. 1089 690 399 1096 924 172
13. 1205 786 419 1213 917 296
14. 1330 847 483 1329 894 436
15. 1514 988 526 1491 978 513
16. 1722 963 759 1723 1499 224
17. 2019 1141 878 2006 1124 882
18. 2357 1098 1259 2399 1380 1019
19. 2949 1219 1730 3079 1500 1579
20. 5256 2192 3064 8632 2403 6229

Source Data: Analysis of daftaam HouseholdBudget Survey, 2003, Turkish Statistical Institute
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In Table 5.33 savings of households are calculated by assuming that households
decide to buy a home, and start to limit their expenditures on these goods and
services. When Table 5.33 is compared with Table 5.9, it is obvious that average
savings incease for all income quintiles. Homeowners in tHér@ome quintile are

able to achieve positive saving rates if they start to limit their expenditures on
related goods and services. However homeowners irf'tardl? income quintiles

are still have ngative saving rates even after limiting their expenditures. For the
tenantdés case, hdans & moomamgintiles and leoaseholdsh e
in the 9" income quintile still have negative saving rates, however households in the
16" income quintie afford to save around 224 TL after limiting their expenditure. It

is more affordable for the upper quintiles to shift positive saving rates after limiting
their expenditure because their negative savings are mostly related with

expenditures on luxuryogpds.

Table 5.31. The 2009 Year Valueof Total Monthly Savings in 200&fter Limiting
Expenditure®n Some Goods and Servidds./Month)

Owner Occupancy Tenancy

Income Quintiles 2003 2009 2003 2009
1. Quintile -186 -306,8 -88 -145,1
2. Quintile -13 -21,4 -66 -108,9
3. Quintile 3 4.9 -40 -66,0
4. Quintile 37 61,0 -16 -26,4
5. Quintile 50 82,5 -29 -47,8
6. Quintile 159 262,2 42 69,3
7. Quintile 132 217,7 39 64,3
8. Quintile 132 217,7 29 47,8
9. Quintile 300 494,8 -24 -39,6
10. Quintile 330 5443 118 194,6
11. Quintile 303 499,8 164 270,5
12. Quintile 399 658,1 172 283,7
13. Quintile 419 691,1 296 488,2
14. Quintile 483 796,6 436 719,1
15. Quintile 526 867,6 513 846,1
16. Quintile 759 1251,9 224 369,5
17. Quintile 878 1448,1 882 1454,7
18. Quintile 1259 2076,5 1019 1680,7
19. Quintile 1730 2853,4 1579 2604,3
20. Quintile 3064 5053,6 6229 10273,8
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The values in the Table 5.33 are the average amounts of the year 2003 which are
taken from Household Budget Survey from Turkish Statistiesditution, so the
Table 5.34 displays the amounts after converting them to the values of 2009.

As a next steptotal savings of households are calculated at the end of 5, 10, 15, 20,
25 and 30 yearsThe monthly real interest rate is taken as 0,11 %chvivas
calculatedn Case 1Table 5.5 represents total saviador tenants, and Table B3

displays total savirgfor homeowners.

Table 5.3%. Total Savings of Tenantfter Limiting Expenditures on Some Goods
and Services (TL)

Monthly — t=5 t=10 t=15 t=20 t=25 t=30
Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N=360)

1. Quintile -145,1 -8422 -16304 -23660 -30637 -37078 -43101
2. Quintile -108,9 -6321 -12236 -17757 -22994 -27828 -32348
3. Quintile -66,0 -3831 -7416 -10762 -13936 -16865 -19605
4. Quintile -26,4 -1532 -2966 -4305 -5574 -6746 -7842
5. Quintile -47,8 -2774 -5371 -7794 -10093 -12215 -14199
6. Quintile 69,3 4022 7787 11300 14632 17709 20585
7. Quintile 64,3 3732 7225 10485 13577 16431 19100
8. Quintile 47,8 2774 5371 7794 10093 12215 14199
9. Quintile -39,6 -2298 -4450 -6457 -8361 -10119 -11763

10. Quintile  194,6 11295 21866 31732 41089 49728 57804

11. Quintile  270,5 15700 30394 44108 57115 69123 80349

12. Quintile  283,7 16467 31877 46261 59902 72496 84270

13. Quintile  488,2 28336 54855 79607 103081 124753 145015
14. Quintile  719,1 41738 80800 117258 151835 183757 213601
15. Quintile  846,1 49109 95069 137967 178651 216210 251326
16. Quintile  369,5 21447 41518 60251 78018 94421 109756
17. Quintile  1454,7 84434 163453 237206 307154 371730 432104
18. Quintile  1680,7 97551 188847 274058 354873 429481 499235
19. Quintile  2604,3 151159 292624 424662 549888 665495 773581
20. Quintile  10273,8 596312 1154385 1675266 2169272 2625336 3051730
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Table 5.36. Total Savings oHomeowner Occupierfter Limiting Expenditures on

Some Goods and Services (TL)

Monthly  t=5 t=10 t=15 t=20 t=25 t=30
Savings (N=60) (N=120) (N=180) (N=240) (N=300) (N=360)

1. Quintile -306,8 -17807  -34473 -50027 -64780 -78399 -91132
2. Quintile -21,4 -1242 -2405 -3490 -4519 -5468 -6357
3. Quintile 49 284 551 799 1035 1252 1455

4. Quintile 61,0 3541 6854 9947 12880 15588 18119
5. Quintile 82,5 4788 9270 13453 17420 21082 24506
6. Quintile 262,2 15219 29461 42755 55362 67002 77884
7. Quintile 217,7 12636 24461 35499 45966 55630 64666

8. Quintile 2177 12636 24461 35499 45966 55630 64666

9. Quintile 494,8 28719 55597 80683 104475 126440 146975
10. Quintile  544,3 31592 61159 88755 114927 139089 161679

11. Quintile  499,8 29009 56159 81498 105531 127717 148461
12. Quintile  658,1 38197 73945 107311 138955 168169 195482
13. Quintile  691,1 40113 77653 112692 145923 176602 205284
14. Quintile  796,6 46236 89508 129895 168199 203561 236622
15. Quintile  867,6 50357 97485 141473 183190 221704 257712
16. Quintile  1251,9 72663 140666 204137 264334 319907 371864
17. Quintile  1448,1 84051 162711 236130 305761 370043 430144
18. Quintile  2076,5 120524 233320 338598 438445 530623 616804
19. Quintile  2853,4 165617 320614 465281 602484 729149 847574
20. Quintile  5053,6 293321 567833 824050 1067047 1291382 1501121

As in Case 1, also in Case 4 it is assumed that households dglydioaousing
credits, and they purchase a dwelling after saving sufficremtey for it. However
in this case it is assumed that household starts to limit their expenditures as they

decide to purchase a home.

When Table 5.3is compared with Table 521t is obvious that total savings for alll
income groups increase after limginheir expenditures. In Table 2.households
betweenthe 1% and %" income quintiles and households in tHeahd 18" income
quintiles are not able to purchase a dwelling because they have negative saving
rates. Inthe Table 5.5 only households in 816" income quintile achieve positive
saving rates after limiting their expenditures, and afieyehrs they are able to save
sufficient amount of money to purchase a 3+1 room dwelling in limited locations of

Ankara. In Case 1,duseholds irthe 6", 7", 8" and 12" income quintiles have
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positive saving rates, but they are not able to sawcient amount ofmoney to

buy a 3+1lroomdwelling in Ankara. In Case 4, their savings increased at important
rates. However only households in th&" income qintile can savesufficient
amount of monewtthe end of0 years, and are able to buy a dwelling in a limited

number of districts of Ankara.

For homeowners, only households in té 2" and &' income quintils have
negative saving amounis Case 1andhouseholds in the'8income quintile can
achieve positive saving rates @ase 4,but they arenot able to save sufficient
amount ofmoney to buy a 3+1 room dwelling even at the end of 30 saving years.
For both cases, households in tH2 ahd &' income quintiles are not afford to

purchase a dwelling even saving after 30 years.
54.4.1.General Review for Case 4

Case 4shows that, even if households startlimit their consumption on some
goods and services after they decide to buy a dwellingy tsaing amounts
increase to some extent, however these are not enough for shifting to
homeownershipfor lower income quintilesOnly for higher income quintiles
limiting expenditures help them to increase their saving to an extgnirthase a
dwelling unit. This maybe caused by thfact that higher income quintiles may have
excessive expenditures, so they mnaakiieve tdimit these expenditures to purchase

a dwelling.However, br lower income quintiles, thexpenditures are mostly on

necessary goodsd services that households may not able to limit in a great extent.
5.4.5. Caseb: HousePurchase by Increasing Saving Rates
In Case4, it is assumed that households start to limit tegpendituresfter they

decide tobuy a houseln Case 5, agaiit is assumed that households limit their

expenditures, and also it is assumed that there is increase in iimcevesy year.
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For each month savings of households are calculated, and the amount of savings
increases 2 percent in every y@arCase 5For this reason, as a first step, annual
savings are calculated in order to find 2 percent increase per Mearrelated
saving calculations are demonstrated in Tabl& 23d Table 5.8 Table 5.3
displays total saving amounts at the end of 5, 10, 15220and 30 years for

tenants. Table 58shows calculations for horo@ners

In this part of the study, annual real interest rate is used instead of using monthly
interestrate because it is assumed that every year saving rates of households

increase by percent. Annual real interest rate is taken as 1,34 percent.

In this case,ijncome of households increasesvery yearandtheir saving amounts
is assumed toncreaseby 2 percentasa result For this person, in order to calculate
saving ratesn 5, 10, 15,20, 25and 30years, geometric gradient series are used

instead olusingequal payment series. The formula is:
P=A{[1-(1+g)(1+i)"]/[iTg]} (5.4)
where,

P : present worth

g : rate of increase per time

i :interest rate

N : time.
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Table 5.3. Total Savings of Tenants with 2 percent Increasing Saving Rates (TL)

Monthly Annual

Savings Saving t=5 t=10 t=15 t=20 t=25 t=30
1. Quintile -145,1 -1741 -8235 -14764  -20579  -25332  -30067 -33236
2. Quintile -108,9 -1307 -6182 -11083  -15449  -19017 -22572  -24951
3. Quintile -66,0 -792 -3746 -6716 -9361 -11524  -13678 -15119
4. Quintile -26,4 -317 -1499 -2688 -3747 -4612 -5475 -6052
5. Quintile -47,8 -574 -2715 -4868 -6785 -8352 -9913 -10958
6. Quintile 69,3 832 4407 9064 13696 18586 24494 28929
7. Quintile 64,3 772 4089 8410 12708 17245 22728 26842
8. Quintile 47,8 574 3040 6252 9447 12820 16899 19958
9. Quintile -39,6 -475 -2247 -4028 -5615 -6911 -8203 -9068
10. Quintile 194,6 2335 12377 25454 38461 52192 68742 81188

11. Quintile 270,5 3246 17204 35381 53462 72548 95562 112863
12. Quintile 283,7 3404 18043 37108 56070 76088 100214 118357
13. Quintile 488,2 5858 31050 63857 96488 130935 172460 203683
14. Quintile 719,1 8629 45735 94058 142123 192863 254038 300030
15. Quintile 846,1 10153 53812 110670 167223 226924 298904 353020

16. Quintile 369,5 4434 23500 48331 73028 99100 130537 154170
17. Quintile 14547 17456 92519 190275 287507 390151 513905 606945
18. Quintile 1680,7 20168 106893 219836 332174 450764 593746 701241
19. Quintile 2604,3 31252 165633 340642 514714 698473 920059 1086632
20. Quintile 10273,8 123286 653414 1343813 2030514 2755433 3629540 4286654

Table 5.38. Total Savings of Homeowners with 2 percent Increasing Saving Rates
(TL)

Monthly  Annual

Savings  Saving t=5 t=10 t=15 t=20 t=25 t=30
1. Quintile -306,8 -3682 -17416 -31223 -43521 -53573  -63588 -70289
2. Quintile -21,4 -257 -1216 -2179 -3038  -3739 -4438 -4906
3. Quintile 4,9 59 312 641 968 1314 1737 2051
4. Quintile 61,0 732 3880 7979 12056 16360 21550 25452
5. Quintile 82,5 990 5247 10791 16305 22127 29146 34422
6. Quintile 262,2 3146 16676 34296 51821 70322 92618 109386
7. Quintile 217,7 2612 13846 28475 43026 58387 76897 90819
8. Quintile 217,7 2612 13846 28475 43026 5837 76897 90819
9. Quintile 494,8 5938 31469 64720 97792 132705 174815 206464
10. Quintile 5443 6532 34617 71194 107575 145981 192302 227118
11. Quintile 499,8 5998 31787 65374 98780 134046 176581 208550
12. Quintile 658,1 7897 41855 86079 130067 1765@ 232488 274579
13. Quintile 691,1 8293 43954 90396 136589 185353 244146 288348
14. Quintile 796,6 9559 50664 104195 157440 213648 281417 332366
15. Quintile 867,6 10411 55179 113482 171472 232690 306500 361990
16. Quintile 1251,9 15023 79621 163749 247426 335760 442277 522350
17. Quintile 1448,1 17377 92099 189411 286202 388380 511579 604198

18. Quintile 2076,5 24918 132065 271606 410399 556917 733586 866399
19. Quintile 2853,4 34241 181476 373225 563946 765282 1008055 1190560
20. Quintile 5053,6 60643 321409 661011 998794 1355376 1785330 2108557
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When the Table 573 is compared with Table F3it is obvious that for households
who have positive saving rates, the amounts of total saving rates are higher than the
amounts in Case 4. However, aganants between thé'and 9" income quintiles

are not able to buy a dwelling also in this case.

For homeowners, Table ®3ndicates that, only households in th& dand 2°
income quintile have negatiwaving rates like in Table %3For other hoseholds,
saving amounts are higher in Casé¢han in Casel. However again households
between the $Land 2" income quintiles are not able to save sufficient amount of

money to purchase a 3+1 room dwelling units in related parts of Ankara.
5.4.5.1General Review for Case 5

Case 5 creates a very optimistic environment. This case assumes that households
start to limit some of their expenditures after they decide to borrow a dwelling unit.
Also, it is assumed that savings of households increase 2 pemncewery year.
However even with these optimistic assumptions, income quithié¢sre not able

to purchase a dwelling in previous casase not able to purchase 3+1 room

dwellingalsoin this case.

55. The General Evaluation of Different Economic Wgs of Shifting from

Tenancy to Homeownership and Summary of Findings of the Chapter

Chapter 5 examines different ways of shifting from tenancy to homeownership by
identifying the allocation of household budgets on consumption and sawinigan
Ankara.In order to achieve this, the statistical data on Household Budget Survey in
2003 from Turkish Statistical Institute is used. There k86 cases in the data
which arerelaed to urban Ankara. The data aigided into 20 income quintiles in
order to examme different ways of shifting from tenancy to homeownership in five

differentcases.
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In Case 1lin Chapter 5ways of shifting from tenancy to homeownershgre
examined by assuming that households do not apply for housing credits or borrow
from other indviduals. The only way of purchasing a dwelling tiseir saving.For

every income quintile monthly expenditures are subtracted from averagélynon
income in order to calculate savings of households per mdh#nsaszing amouits

for eachincomequintile are calculatedfor the saving periodsf®, 10, 15, 20, 25,

and 30 years. It is aimed to find out which income quintiles are able to purchase a
3+1 room dwelling unit by savingnoneyfor differenttime periods. Another aim of

the chapter is to ideryi in which locations of Ankaradhouseholdsare able to
purchase a dwelling by saving a specific part of their income. In order to achieve
this, the average prices of 3+1 room dwelling units are investigated for different

locations of Ankara to makstandardizatin between the prices of locations.

In this casetenantsbetweerthe 13! and 9" income quintiles and tenants in thé"12
and 18" income quintiles are not able to purchase a 3+1 room dwelling units in
related locations by saving evé® years. lmeownes betweenthe 1% and %"
income quintilesare not able tgurchase a 3+1 room dwelling unit in related
locations of Ankarébecausdhey are not able to save sufficient amount of money

even at the end of 30 years

After examining whether households atadeato purchase a dwelling by saving
money in each monttthe next step is to investigate whether long term housing

credits help those households who are not able to purchase a dwelling in Case 1.

In Case 2, access to homeownership is examined undersgumption that
households apply for housing crexdih order to purchase a dwellingike in Case

1, also tenants in quintiles between tfieafd 9", andtenantsin the 12" and 14’
quintiles cannot afford to borrow a sufficient amount of credit whisméeded to
purchase a dwelling even they apply for housing credits with 20 year repayment
periods.Forh 0 me o waaserheudeholds betwetke 1% and " income quintiles

are not able to bboow sufficient amount of money to purchase a dwelliiigpat is
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even long term housingredits donot help lower income quintiles fourchase a

dwelling unit

In Case 3,again house purchase witthe help ofhousing creditss examined.
However in this case, available credit amounts are calculatedsing dét to
income ratio Againin this case, tenantsetween theland 9" income quintilesare

not able to gesufficient amount ohousing credito purchase a dwellindenants

in the 1¢" and 11" income quintiles are able to borrow sufficient amount of loan in
Case 2,however theséhouseholds are not able to borrow sufficient amount of
money in Case 3. In contrast, households in tHeail 16" income quintiles are
able toborrow sufficient amount of money in Casendiich could notachieve it in

Case 1.

In the first three cases, all calculations based on the assumptiom thats e ho | d 6 s
expenditurebehaviorsdo not change after they decide to purchase a dwelling.
However, most househaadhange their expenditure behavior when they decide to

make annvestmenplan Case 4 examines the ways of home purchase by assuming

that householdsan limit their expendituresBy limiting expenditureand saving

more only tenants in theal2" and 18' income quintile become able to buy a
dwelling at the end of 30 yeauslike the firstcase For homeowners, households in

the 3 income quintile achieve positive saving after limiting expenditure however

not able to save sufficient amount of money even s&wing0 years.

Case Screates amore optimistic environmentThat is it is assumed that saving
rates increase 2 percent in every year. Again in this case, tenants bitEeand

9" income quintils cannot afford to buy a dwellingFor h 0 me o w nase; s 0
households betweethe 1% and " income quintiles are not abte savesufficient
amount of money to purchase a 3+1 room dwelling unit. With these assumptions
every households are able save more, however even in this optimistic environment
thesehouseholds are not able to shift from tenancy to homeownershijinaomile

quintiles whocan achieve this by sustaining these optimistic environment for very
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long years. hat is, hey have to limit their expenditures on related goods and

services fotong timeperiods like 1615 years which is naopossible.

Table 5.39.The 2009 Year Value of Average Total Income in 2003 (TL/Month)

Owner Occupancy Tenancy

2003 2009 2003 2009
1. Quintile 156 257 175 289
2. Quintile 282 465 282 465
3. Quintile 359 592 371 612
4. Quintile 438 722 450 742
5. Quintile 525 866 518 855
6. Quintile 609 1005 604 997
7. Quintile 676 1115 680 1122
8. Quintile 738 1217 744 1227
9. Quintile 805 1328 805 1328
10. Quintile 885 1460 888 1465
11. Quintile 986 1627 983 1621
12. Quintile 1089 1796 1096 1808
13. Quintile 1205 1987 1213 2001
14. Quintile 1330 2194 1329 2191
15. Quintile 1514 2498 1491 2459
16. Quintile 1722 2840 1723 2841
17. Quintile 2019 3329 2006 3309
18. Quintile 2357 3888 2399 3957
19. Quintile 2949 4864 3079 5079
20. Quintile 5256 8669 8632 14238

The findings n Chapter 5 support the literature on economic ways in housing tenure
choice. Barakova, et al. (2003) argues that financing constraint have important
effect on tenure choice decisighccording to theauthors wealth constraint has the
largest effect amonghese financing constraints. They also argue that credit
constraint is an important barrier for homeownership. For the authors, higher

income households are more likely to own their homes relative to lower income
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households. Also, Robst, et al. (1999)el& Myers (2003), and Elder & Zumpano
(1991) argue that permanent income has positive effect on homeown&ssiyit

of this study also shows that higher income quintiles are more likely to become
homeowners. The results of five cases illustrate thatseholds in the first 5
income quintiles are not able to purchase a dwelling unit unless they have other
financial sources. Table 5.39 illustrates 2009 year value of average total income of
quintiles per month. The first five quintiles are those who hawsage monthly

income less than 1000 TL as Table 5.39 shows.

According to the chapter, households earning less than 1 000 TL per month cannot
afford a dwelling in AnkaraT hese f i ndings support the
wealth constraints are impartt barriers in homeownership for lawiddle income

groups in Turkeyo.

In countries with advanced housing credit systems, long term housing credits tend
to be some of the cheapest motiegt households gess the interest rat housing
creditsis the lowest in the financial markeHowever in Turkeyeven if housing
credits are cheap compared with most other cremfitsrest rate is not as low as
theseadvanced countrieg\lso volatile economic environment witklatively high
inflation ratein Turkey makes longterm housing credits risky for househol@ne

of the problems of I8 chapter g to investigatevhether householdshould wait

until saving sufficient amount of money to purchase a dwelling or should apply for

housing credits in such an environme

Results of calculations showhat housing credits do not offer homeownership
opportunity for households who are not able to purchase a dwelling by saving their
incomes in TurkeyThere are several types of mortgage credits today which provide
differert repaymenschedulesvith fixed or flexible interest rates. Howeveecause

of high interest rateshe cost of mortgage debt is too high and even long term
housing creditsdo not providenew opportunitiesfor low income quintiles to

purchase their own Inees.That is, if a household is not able to purchase a dwelling
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by saving, theylsoare not able to borrow sufficient amount of loan tecpase the

dwelling.

These calculations in this chapter also support the second hypothesis of the thesis:
fiMortgage credits in current conditions would not significantly increase the
probability of homeownership for households who are not able to purchase a
dwelling because of high interest rates, which lead to high debt service with respect

to their incomes and low ém to value ratios in Turkey

Anotherresult is about the comparison of two options: the cost of howsedijt

debt versus the profit of saving. In building a financial model to compare saving
and using housing credits, fixed monthly installments witled interest rate are
assumed in Case 1 and 2 in this chapter. When we look at saving versus using
housing credits equation from an economic perspective, saving come out

economicallymore profitable for most households in the study.

As discussed beforenterest rates in housing credits are higher comparing with
market interest rategaid for deposit accountsBecause homeowners do not pay
rent for their current residence, the profit of purchasing after saving necessary
amount of money for their secondrhes isggreaterthan the cost of mortgage debt.

However inthe rentscenario, the way to figure out whether to save or use housing
credit is to look athe rentover saing ratio. In the firstoption householdsontinue

to pay rent while saving their mew. In the secondption households purchase the
dwelling by using housing crediistead of paying rent in each month for someone

el sebs home. |t i's excepted that using
tenants because instead of paying rent achemonth they are able to transfer
monthly rent tothe repayments of housing loan. Howevealoulations show that
especially for the uppencomequintiles purchasing after saving necessary amount

is more profitablen economic perspectiv8he fact is elated with the rent over

saving ratio. That igf monthly rent that household psfor the current dwellings
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k timesgreater than their monthly savinpenhousehold should apply for housing
credits.In this option, opportunity cost of buying would i cost of renting which

is higher tharh o u s e Isavihgd. sTleese households would gasonomicprofit

by transferringthar monthly rent into the budget of installments for housing

credis. The constant k is defined by tpeoportionalrelation betwese interest rate

of mortgagecredits tomarket real interest ratdhe result also indicatethat if
monthlyenti s c¢cl ose t o househol dds monthly sa\
to save or use housing credit onhidkast of
times greater than rent per month, tlsaningis economicallymore profitable than

using housing credit Again, the constant k is defined by the proportion of interest

rates of mortgage credits to market real interest kHagever this chapteiocuses

only the economic profit of households. That is, economic peofjteater for these
households so they should stay as tenant until they save sufficient amount of money

to purchase a dwelling. However previous studhethe literature revievehawv that

there aresignificant social and psychological benefits of being homeowners. For

these reasons, households should makea@eoff between these economic and

sociatpsychological benefits beforeakinga decisioraboutpurchasing a house.

One of tle results of this chaptés about debt to income ratiDebt to income ratio

isan importani ndi cat or on househol ddés ability
shows househol ddéds capacity to rrethisay t he
study, housig credit amounts are calculated by using two different methods as
discussed above. It is found out that credit amouaatgwhen calculations based on
monthly saving amounts of householasd whencalculations based on debt to
income ratio.The difference occurs because debt to income ratio is a general
standardized rule for every household in the society. However calculations show
that expenditure behavior changes for different households as they have different
life styles and tastedror this reasanonly relying ona standardized rule may
misguide both appliers and lenddrssteadfor each householdalculating monthly

repayment potenti al based on eachinhouseh
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additionto debt to income ratiovith credit scoresvould be more reliable method

for both appliers anthelenders

Anotherfinding of the studyis about housing prices. In order to make a comparison
between different locations average prices of 3+1 room dwelling units are
investigated in the study. Theammic values of dwelling units are affected from
various factors. These factors can be grouped under two headings. The first one is
the physical factors of the dwelling unit itself, such as floor size, number of
bedrooms, heat system, etc. The secondotiee environmental and neighborhood
characteristics, such as, distance to the city center, proximity to open space, crime
rates, etc. In order to make a comparison, dwelling units with similar physical
characteristics are investigated. Average pricea 8f-1 room apartment unit are
calculated for each location. It is found out that average pricastaindard 3+1
apartment dwelling units differ from 55 000 TL to 420 000 TL. As these dwelling
units have similar physical characteristics, the main detemifactor on house
prices is the environmental and neighborhood characteristics of the locations. A
dwelling unit with exactly same physical characteristics may have very different
prices asa result of the changes in the name of the neighborhood thdimélling

unit is located n Ankara.This differentiation enables households with different
income to purchase housing packages with affordable prices according to their
i ncome | evel s. Thi s f i ndiExistesce &f lnqugng r t t h
submakets with highly differentiated price levels enable households with different
income to buy the preferred housing package at the submarkets with affordable
price leveb which will be also discussed in the next chapter of the th&sis.

locations with mos expensive house prices are An

Mebusevl eri, ¢ukurambar in ¢ankaya and |
The |l ocations wi t h | owes't house prices
Yeni -imkit, Yenikent in Sincan.
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5.6. Concluding Remarks

This chapter illustrates different economic ways of purchasing a 3+1 room dwelling

units in different locations of Ankar&indingsof this chapter support the evidences

in the vast literature on housinghich is examined in Chapter ih this thesis
However analyses in Chapter 5 are based
income, and theoretically the possibility of homeownershipdifferent income
quintilesare examined witbut adding other socieconomic factorsTo contribute

this framavork, the following chapter examines the issuechyryingout a survey

I n ¢ aankYegiraahalle in Ankara with recent homebuyers. The aim of this
chapter is to evaluate the findings of Chapter thareal worl, and to examine the

effects of othersss-e conomi ¢ factors on tenure shif
average incomeThe overview of historical developments on tenure choice and
housing provision methods in Turkey in Chapter 4 illustrates that housing sector in
Turkey has its own unique dynarsj so Chapter 6 aims to examine theygeamics

with thehelp ofthesurvey.
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CHAPTER 6

EFFECTS OF DIFFERENT SOCIO-ECONOMIC FACTORS AND
HOUSING PROVISION METHODS ON THE PROBABILITY OF
SHIFTING FROM TENANCY TO HOMEOWNERSHIP

In Chapter 5, an analigsis carried out in order to identify which income quintiles
are able to shift from tenancy to homeownership, and different economic ways of
purchasing a dwelling unit in a theoretical framework by usiogsehold Budget
Survey (2003)The next step of ththesis is to evaluate thebeoreticalresults by
investigaing recent home buyers in related locations of Ankara. That is, this chapter
investigates in which period of their lives households decide to purchase a dwelling

for recent homeownemho havepurchased a dwelling unit within 3 years.

In this chapter effects of different socieconomic factors on the probability of
shifting from tenang to homeownership are examined for households who are able
to achieve the shiftCox Proportional Hazard Mobtes used to identify what
specific life course evets are important in this shifCox Proportional Hazard
Model canprovide importantesultsto evaluate the role of soegconomic factors

affecting the episode of housing tenure change examined irhtpsec.

The literature also shows that tenure choice and residential mobility are integrated.
Kan (2000) argues that previous tenure mode have great impact on current mobility
and tenure mode decision of households. Previous ownership status may indicate
the preference for ownership, and financial status. Also, previous tenure mode may
be determinant of residential mobility due to the higher transaction costs of moving

for homeowners (Kan, 2000). Households who are tenants in their previous
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residences mawait until they afford to buy a dwelling unit in location where they
used to live. Other households may choose to move to other locations in order to
shift from tenancy to homeownership. Households who are homeowners in their
previous residences may cheo® move because they are not pleased with their
residential location, or a better quality dwelling unit alternative may be the reason

for the move.

When households decide to move there are multiple neighborhood alternatives.
Choice among neighborhoo@saffected not only by locational characteristics, but
also by the availability and characteristics of housing types in those locations. That
is, dwelling type selection is conditioned on neighborhood choice and influenced by
the availability of dwellingunits (Clark, 1983).

In this chapter, housing tenure choice is examined as integrated with relocation
behavior of h o us e h-ecombreic charboteristieshacelusded & s o c
explain their mobility expectation, decision on dwelling type, and teclwée in

this chapter.

A survey is carried ounAnkamin¥drdento mentifyal | e a
sociceconomicfactors affedhg the decision ofhouseholds on homeownership

The surveyincluded 38 questions about soce&conomic characteristicof
househol ds, characteri st i c sunit oldcatiorela c h h
preferences of households, and their process ofirghifrom tenancy to
homeownershipYeni mahal l e and ¢ankaya are chose
order to compose a sampledifferent submarkets with different housing provision

methods and houser i c e s . Yeni mahall e and eéfankaya

having these differentiated housing submarkets in Ankara.
The survey is carried out for collecting data from recent hiomgersonly. In order

to specify the sample for the survey, lists of housing units wiiere issued

occupancy permiin 2010 isobtainedfrom theMuni ci pal i ti es of ¢
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Yenimahalle. From these lists, around 220 addresses of housingvenéshosen
for the survey by particularly giving attention to include housing units with different
features and different provision methods. Also, the samples are drawn from

different housing submarkets which are differentiated across housing prices.

However, onlyll surveys are carried oditom the list because of difficult field

conditions. As a second step, by making face to face interview with the headmen of
districts a new list wasreatedA total of 184 households were surveyed in Ankara

(92 surveysinYenimhal | e and 92 sur veyhaehoughtg8 ankay :
dwelling during last three years.

The outcomes from the empirical analysis in this chapter seek the answers of the
guestions as fAhow soci al and ecomamic f a
tenure transition, and which period of their lives households make the decision to
shifto and fAhow bundles of housing packa
prices differentiate across different process of shifting to homeownership. Vgith thi

purpose, a set of hypotheses is evaluated in this chapter. These are:

e Transition to homeownership of households living in private rental
accommodation are expected to be related as much on transitory income,
including inherited wealth, as on permanemcome, in addition to
homeownership opportunities provided by different forms of housing

provision in Turkey.

e Forms of housing provision also affect the probability of shifting from

tenancy to homeownership for households.
e The demand for a dwelling inifterent housing submarkets in Ankara is

related with socigeconomic backgrounds of households as well as

characteristics of dwelling units in each submarket.
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e Existence of housing submarkets with highly differentiated price levels
enable households witldifferent income to buy the preferred housing

package at the submarkets with affordable price level.

e Households choose to buy housing in submarkets where households of
similar socieeconomic characteristics live, although there may be housing
alternativeswith similar attribute endowments and prices in some other
submarkets. Therefore, there is high mobility between only certain housing

submarkets.

The paper proceeds by summarizing semonomic characteristics of surveyed
population in the next sectio The probability of shifting from tenancy to
homeownership with respect to different housing provision methods follows in

Section 6.2. The chapter is concluded in Section 6.3.

6.1. SocieEconomic Characteristics of Surveyed Population

Empirical evideces show that soceconomic factors have important effects on
housing tenure choice. Especially effects of s@@mographic factors may change

with respect to different case studies. Also, Chapter 4 illustrates that housing system
in Turkey has its owspecific dynamics making it different from the countries with
advanced and rooted housing finance system. This makes Turkey an interesting case
study to be examined. This section summarizes the general review of socio

economic characteristics of the surgdypopulation in the study.

Models of housing tenure choice include a combination of economic and social
variables. Thestandard model of housing tenure choice includes economic

variables, measuring household income and as well as severaldsowbgrapta

variables describing the househol dsd mar

size (Bourassa, 2000).
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ADemographic vari abl es such as age, ma
household size may have an independent effect on tenure choice. (Jetiezae

variables relate to the household's stage in the life cycle and the degree to which it

is mobile or settled. Gender may also be a factor, if males and females have
different attitudes to home ownership or face different obstacles in housing
marke so0 ( Bourassa, 2000: 326)

Table 6.1 demonstrates basic sed@nographic characteristics of the studied
population. Table provides information about age, and marital status of the
household reference person, and the education level of both respondelse and

partners.

Table 6.1.SocicDemographic Characteristics of the Surveyed Population

Frequency Percent
20-30 41 22,1
31-40 42 22,7
41-50 47 25,5
Age
51-60 34 18,4
61-70 14 7.5
71-80 6 3,1
Single 10 54
Marital Status Mgrrled 166 90.2
Widowed 6 3,3
Divorced 2 1,1
Primary Education 56 30,5
Education Level High School 61 33,2
of Household Head ~ University 62 33,7
Post Graduate 4 2,2
No Answer 1 0,5
Primary Education 68 37,0
Education Level High School o6 30.4
¢ Part University 39 21,2
otariners Post Graduate 2 1,1
No Answer 19 10,3
Total 184 100
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Painter, et al(2001) argues that, among demographic and economic variables,
higher ages, being married, having larger households, and higher levels of education
all increaséhomeownership probabilities.

Table 6.1 shows thapa of responders differs from 20 to 80 ye#mghe tableage

is stratified into six age groups: ZAD, 3%40, 4150, 5160, 6170, 7280. The
proportion of owner occupation #te age under 30 is 22 fiercent. The rai of

owner occupation increases through age for the first three groups. The proportion of
owner occupation ghe age between 340 is 22,7 percent, and e age between
41-50 is 25,5 percent. The matof owner occupation decreasesotigh age for the

next three groups. It is 18,4 percent for the age group05and 7,5 percemor the

age group 61770. The oldest age group (ages betweeB@1lcomprises only 3,2
percent of total surveyed populatiohable shows that owner occupancyeras

relatively high at young ages.

Baxter and McDonald (2005argue that one of the most significarfactors
associated with homeownershipthe formal marriage In their studythey find out
that married people are more likely to purchase their fostéhthen single people

who are still living with their parents.

In this study, 90,2 percent of total surveyed population of recent horyersis
married, only 5,4 percent of the sample is single. The ratio of widowed and

divorced households constitutely 4,4 percentof total surveyed population.

Kleinjans (2008) argues thaharacteristics of head of househal@ insufficient to

fully characterize a household. In their study, they argue that predicted probabilities

of homeownership for a couple whetee female spouse has the highest possible
education differ from those of a couple where she has the lowest possible education.
Predicted probabilities of home ownership differ quite substantially under different
assumptions of w 0 menrerdt siccoedihgito theiristody.aWith a c h i e

this respectthe education level for both partnéssnvestigated in this study.
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Table 6.1 shows that, 30,5 percefitthe household headsad attained a primary
education, and 33 Rercentof responders had attainachigh school education. The
proportion achieving a higher educationtire data reached almost 3frcentof

total surveyed populatian

Table also demonstrates that 37 percent
primary school, and 30,4 percent ofrponder s6 partnera were
high school . 32, 6 perweemgiaduatet frolmengheo nder s

educatiorevel.

Table 6.2.The Crosstab of Education Level betwétmusehold Headnd Partners

Partners
. High , . Post No
Primary School University Graduate Answer Total
Primary 48 2 1 0 5 56
Household High School 22 26 5 1 7 61
Head University 7 19 31 0 5 62
ea Post Graduate 0O 0 2 1 1 4
No Answer 0 0 0 0 1 1
Total 77 47 39 2 19 184

Table 6.2 illustrates the cratab of education level between household head and
their partners. 57,6 percent of surveyed population had attained same education
level as their partners. 41,8 percent of surveyed population has higher education
level than their partners.

Table 6.1 illugrates age of responders in year 2010, and Table 6.3 demonstrates the

age of responders when they have purchased their first homes.
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Table 63. Age of Responders when They Have Purchased their First Home

Frequency Percent
Not Valid 22 12
Under 20 13 7
21-30 57 31
31-40 37 20,1
Age

41-50 36 19,6
51-60 13 7,1
61-70 5 2,7
Over 71 1 0,5
Total 184 100

Table shows that the average agetts first home purchase is in 20s. The
proportion of owneioccupation atheage under 20 is 7 percemeaches around 31
percent atheage between 21 and 30. The ratio starts to decrease after 30s. Owner
occupancy rate ahge 30s and40s is 39,7 percent. The proportion of owner

occupancy aftetheage 60 is as low as 3,2 percent.

Household size is onef the most important factors in determining expenditure
levels of households (Paulin, 1995). Also literature on homeownership studies
suggests that household size affects the probability of homeownership. All else
equal, household size increases the abdlly of owning single family housing.
However for the older age groups, household size has negative relationship with the
choice of single family housing because as age increases and children leave home,
and for this reason the older age groups mayaet to own their houses (Lee and
Myers, 2003). Table 6.4 demonstrates the household size for the surveyed

population.
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Table 6.4.Household Size

Frequency Percent
1 3 1,6
2 36 19,6
3 60 32,6
4 56 30,4
5 17 9,2
6 7 3,8
7 1 0,5
8 1 0,5
9 3 1,6
Total 184 100,0

The average household size is Bi5his sample Single households contribute 1,6
percent of total surveyed population. The percent of householdsfsizée 19,6.

The highest percentagef household size is 3 with 32,6 perceHbusehold size

with 4 is 30,4 percent of total surveyed population. Household size greater than 4
contributes 15,6®f total surveyed populatiorAs in contrast tothe literature, the

table shows that the ratof homeownership is lower for the larger Behold size.

Literature suggests that number of children effects homeownership decision of
households in different waydBaxter and McDonald (2005) in their study of
homeownership in Australia, find out that the number of children born is a strong
indicator for homeownership. In ceteris paribus, med women with no children
aremost likely to have purchased a house in their study, and also according to their
research the likelihood of home purchase falls as the number of children born

increases.
Another, important point is thathumber of schoedge children may be an

important factor for homeownership. The expenditures of households who have

schootage children will be higher which may delay the purchase of a house.
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Table 6.5.Total Number of Childne

Number of Children  Frequency Percent

0 27 14,7
1 42 22,8
2 66 35,9
3 31 16,8
4 14 7,6
5 3 1,6
6 1 0,5
Total 184 100,0

Table 6.5showstotal number of children in the surveyed population. Table 6.6
illustrates the number of children out afusehold, and Table 6.7 shows the number

of children who are still living with their parents.

Table 6.5 shows thathere are 344 children in total in the study. The average
number ofchildren per households 1,87. 27 households have no children. 22,8
percent of total surveyed population has only one child. The majority of households
has 2 children, which is 35,9 percent of total surveyed population. 16,8 percent of
responderfave3 children and 7,6 percent of respondéiesse4 children. The ratio

of hauseholds having more than 4 children is 2,1 percent.
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Table 6.6.Number of Children out adheir Household

Number of Children  Frequency Percent

0 52 28,3
1 63 34,2
2 52 28,3
3 13 7,1
4 4 2,2
5 - -
6

Total 184 100,0

Table 6.7.Number of Childreriving with their Parents

Number of Children  Frequency Percent

0 125 67,9
1 22 12,0
2 22 12,0
3 6 3,3
4 7 3,8
5 2 11
6 - -
Total 184 100,0

Table 6.6 shows that among 344 children, 222 of them were not living with their
parens. Table 6.7 illustrates that 122 children were still living with their parents

during the survey time.

Another factor effecting homeownership is the number of sehgal children.

Because of strong school districts households with segel children ae less

l' i kely to move. Householdsdé expenditures
agel children which decrease the probability of home purchase. However, Kain and

Quigley (1975) argue that number of schaghl children also increases household
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demand for residential space. Table 6.8 illustrates the number of children of the
related survey population who are currently attending to schid@. ratio of
children attending school to total number of children in the surveyed population is
37,8. Among tlkem, 19,8 percent of children are attending to primary school, 9,9
percent are attending to high schogQ gercent are attending to university, and 1.1

percent of children are attending to a post graduate education.

Table 6.8.Number of Children Attesing School

Frequency Percent
Not Attending 214 62,2
Primary 68 19,8
High School 34 9,9
University 24 7
Post Graduate 4 1,1
Total 344 100,0

The relationship between homeownership and school type of children provides
evidence about thevealth of householdsThe result of the survey shows that, i
total, 130 children are attending to schoothe surveyed populatipas shownn

Table 6.9. Alsothetable providesnformation about the ratio of children attending
public and private schods. In recent years, a growing number of population starts to
believethat private education offers students a more varied and creative course of
study, and choose to send their children to private school. This belief is especially
high for the primary edcation.As high asl3,1 percent of children are attending to

a private school, and 86,9 percent are attending to a public sefmaseholds who
send their children to private schools will be less likely able to save the equity for
house purchase. On théher hand, same househofdayalready have resources to

own housing and sending their children to private schools.
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Table 6.9.Types of School

Public School Private School
Frequency Percent Frequency Percent
Primary 57 43,8 11 8,5
High School 30 23,1 4 3,1
University 22 16,9 2 15
Post Graduate 4 3,1 - -
Total 113 86,9 17 13,1

Table 6.10 shows that the average permanent income is relatively low for surveyed
population. In Chapter 5, the possibility of shifting from tenancy tadmwvnership

has examined for different income quintiles. The results of the survey about
permanent income in Table 6.10 are inconsistent with the analysis in Chapter 5.
Unlike the expectations, the permanent income of the recent homeowners in the
study islow. Households are likely to rely on transitory income while purchasing
their dwelling. In order to understand this effect, Table 6.11 shows average
transitory income of households. Transitory income includes real estate income, and
earnings from interesbn savings deposits, bonds, and dividends. Unfortunately,
only 32 percent of total surveyed population has answered this question which is

not sufficient to reach a conclusion on the effect of transitory income.
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Table 6.10.Average Permanenh¢ome of Households (TL/Month)

Frequency Percent
Less than 100( 41 22,3
10001500 TL 40 21,7
15002000 TL 24 13,0
20002500 TL 32 17,4
25003000 TL 18 9,8
30003500 TL 8 4,3
35004000 TL 7 3,8
40004500 TL 1 0,5
45005000 TL 2 1,1
5000-6000TL 4 2,2
60007500 TL 0 0
750010000 TL 0 0
Over 10000 TL 3 1,6
No Answer 4 2,2
Total 184 100,0

Table 6.11.Average Transitory Income of Households (TL/Month)

Frequency Percent
Less than 1000 Tl 17 9,2
10001500 TL 8 4,3
15002000 TL 4 2,2
20002500 TL 1 0,5
25003000 TL 3 1,6
30003500 TL 1 0,5
35004000 TL 2 11
40004500 TL 1 0,5
45005000 TL 1 0,5
50006000 TL 1 0,5
60007500 TL 0 0
750010000 TL 0 0
Over 10000 TL 2 11
No Answer 143 77,7
Total 184 100,0
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The responders of ¢hsurvey are the households who have bought a dwelling within
three yearsTo sum up, lte data show that homeownership ratio starts to decrease
after the age 50s. Around 70 percent of recent homeowners are younger than age
50. As a second step the age edponders are calculated for the time period when
they bought their first home. It is interesting that an important portion of responders
have bought their first home before the age 30. One otdmONf this early aged
homeownership may be the facatimost of theasponders of the survey are the
female partnersTheir partnersmay be at higher ages when they bought their
dwellings. Also it is expected that there is high relationship between early aged
homeownership and marriage date of householdshatigoing to be examined in
thefollowing sections of the chapter.

This section evaluates the general s@tonomic charaetistics of whole surveyed
population.The next section investigates probability of shifting from tenancy to

homeownership withespect to different housing provision methods.

6.2. Probability of Shifting From Tenancy to Homeownership

The results of the literature survey suggest that effects of differenteommmic
factors change with respect to different case studies.plniof the study examines
sociceconomic dynamics in housing tenure choice by using Cox Regression
Analysis. h this part of the study, probability of shifting from tenancy to
homeownership is examined by considering different housing provision methods.
filn housing provision a number of district tasks are performed by different agents.
Land dealers, design professionals, planning authorities at central and local
governments, builders, finance institutions and professionals dealing with housing
transactionsare the principal agents in housing provision. The types of agents
involved and the role performed by each one may differ depending on th@fform
provisiord ( T¢r el Ad9ti®e 8probaldli}y ,of shifting to homeownership

differs with respect to diffemt housing provision methods.
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Yeni mahal l e and ¢tcankaya i rswhemkhausilg ar e
developments with different forms of provision take place. In order to examine the
probability of shifting to homeownership with respect to differentshayprovision
methods, the survey list is constituted as a mixture of different samples of housing
acquisition methods like cooperative buildings, HDA houses, and houses produced

by private house builders.

Table 6.12 examines how recent homeowners hegeir@d their current homes in
¢tankaya and Yeni mahal | ethathbw respades ofeghe si x d
survey have acquired their homes. In the first one, households purchase dwelling

unit fromaseller. The seller could be either previous owrfehe dwelling unit or

private builder of the unit.

In the second one, households acquired their dwelling units, which were constructed

on their own plots that they own by making deals with a speculative builder.

A S m-adpital house builders who acal | edafiya® in Turkey,
builder and seller, produce muttiorey apartment housing usually on single plots of

land. Land is not generally purchased in cash, due to shortage of capital, but a deal

is made until the land owner for the paymehland buy flats to be built by the yap

sat - ée. By acqui,yapnagt -l @angdaves tihn so pvaryat i n
accept the terms of the land owner. Production cost of housing by wap - € h a s
increased continuously due to rising share ldwad-owners demand. Yapat - € al s o
relies on advance payments of the buyers of housing that he produces in order to fill

his operating capital deficit. Dwelling units to be produced are put on sale as soon

as construction begins, by offering convenientditons of payment, stretching

over the years. The price to be charged at an early stage of construction would not

i nclude much speculative profito (T¢rel,
ARnSpecul ative housing provision is domina

Although this is also the case in many other countries, the way in which they

operate under the conditions of insufficient finance is the specific feature of this
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form of provision in Turkey. Large capital house builders, on the other hawel, ha

been less engaged speculative house building, compared to their contractual
undertakings until recent years. Contrary to sroaflital house builders who built

housing mostly on single plots within planned boundaries of cities, large capital
house builders develop largacts of unplanned land as speculative ventures. Large

capital house builders determine their annual output levels on the basis of the
marketing prospects of the houses that they build for the people who are not
dependent on mortgdge credito (T¢grel, 19

The third way of housing provision is purchasing from the Housing Development
Administration (HDA). Housing Development Administration (HDA) is the only
responsible public institution in the housing sector of Turkey. The aim of the HDA
is to provide ew opportunities for households who would not otherwise have an
opportunity to own their homes. Also the HDA aims to create a model framework
for good quality lowcost housing, @duce housing for regions in Turkey where
private sector is not active, offesw and middle income groups the opportunity to
finance the homes that they buy from the HDA, and create financial opportunities to
finance social housing projects such as innovative inestmeing projects with the

private sectdr.

The forth one is putasing from houséuilding cooperativesii Si mi | ar t o o
developing countries, housing problem is one of the crymi@blems of Turkey

since the Second World War. Rapid urbanization aodcomitant process of

migration to cities have resulted in manyatjiiative andquantitative housing

problems. There have been periods that public and ptivatsing provision could

not meet housing demand. Housingaperatives infurkey have been significantly
contributing to the growth of housing stockspecially sice 1980s0 ( ¥z
2009:1,2). Housing coperatives are nongovernmental organizations can be

regarded asone oftkec t or s i n housing provision (¥z

1 http://www.toki.gov.tr/
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Table 6.12.Housing Acquisition Methodfor the Surveyed Population

Frequency Percent

Purchasing Dwelling from a Seller 64 69,6
Constructing Dwelling on their own Plot by

Contracting with a Speculative Builder 16 17.4
Purchasing from HDA Houses 0 0
Purchasing from HousBuilding Cooperative 0 0
¢ A KAYA
Acquiring as a Heritager as a Gift 10 10,9
Acquisition as an Exchange of a Land 0 0
Other 1 11
No Answer 1 11
Total 92 100,0
Purchasing Dwelling from a Seller 24 26,1
Constructing Dwelling on their own Plot by 15 16.3
Contracting with a Speculative Builder '
Purchasing from HDA Houses 34 37,0
Y ENK MA H A Purchasing from HousBuilding Cooperatives 5 5,4
Acquiring as a Heritage or a Gift 2 2,2
Acquisition as an Exchange of a Land 11 12,0
Other 1 11
No Answer 0 0
Total 92 100

In the fifth one, households acquire the dwelling as a heritage or as a gift. The last
way is housing acquisition as an exaepa of a land. In this method, households
who have land as a property may prefer to become homeowner by exchanging their
land with dwelling units, instead of selling land in cash and buying their dwelling
units. In this method, households gave their larsdially to a house builder, and

instead constructing a house on the plot by making a deal with builder altessy t
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dwelling from the developein some other location. In some cases, household
prefers to ge the plot to the municipality, and the municipglgives a dwelling in
some other location as an exchange for the.land

The ratios of different housing provision methods in Table 6.12 illustrates how

many surveys were carried out in different housing pravisi met hods i n ¢ a
and Yenimaalle. Table 6.12 illustrates that acquisition of housing througle

HDA has the largest share with 37 % among different housing provision methods in

the sampled dwellings in Yenimahall e. TI
common way of housing provision foreh sur veyed popul ati on
purchasing the dwelling from a seller with a ratio of 69,6 percent in total. This ratio

is 26,1 for Yenimahalle.

I n both ¢tankaya and Yeni mahall e, t he S
speculative house builders (yapt € ) i s inthe sumwayIn this system, yap
sat-é& prefers (and can afford) paying foc
they built on the plot. I n ¢ankaya, 17, 4
the total surveyegopulation hascqured their own dwelling units with the help of

this system.

The ratio of purchasing from houbeilding cooperatives is 5,4 percent in

Yeni mahall e, however the ratio is zero i
Among the intervi eayalD,9 peocans & them ddctared tmat ¢ a n k
they have acquired their dwelling as a heritage or gift. This ratio is 2,2 percent in

Yenimahalle.

Another common way of housing acquisition in Yenimahalle is exchanging with

land at a ratio of 12 percent. Howeverits r ati o i s zero in ¢anl
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Table 6.13.Housing Acquisition Methods of Different Income Groups

Housing Acquisition Methods
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An interesting point is that, as it is discussed in the previous section of the chapter,
22,7 % of total surveyegbopulation earns less than 1 000 TL per month (Table

6.10). In order to understand how these income groups were able to become
homeowners, the crosstable of average permanent income and housing acquisition

methods is constructed in Table 6.13.

Table 6.13illustrates that, 41,5 percent of households who have monthly average
permanent income less than 1 000 TL became homeowners by contracting with a
speculative builder. They indicated that, they have constructed their current
dwelling units on their own pte with the help of this housing provision method.
Second common way of housing acquisition for this income group is exchanging
their land with a dwelling unit. Around 19,5 % of this income level in the studied

population used this method in order to beedmomeowners.

In both of these housing acquisition methods, the level of permanent income has no
important effect because the related population used other real estate property in
order to become homeowners of their current dwelling unit instead ofgoangney

for it.

In Chapter 5, different economic ways of purchasing a dwelling unit is discussed in
five different cases. Results of calculations show that households with less than 1
000 TL monthly income are not able to purchase a dwelling by consjdtirese

five different economic ways. However the survey carried out in different locations
of tankaya and Y e ni mahparteht eof totdl lswiveyed at e s
population whdhave purchased a dwelling unit within 3 years have average income
less tlan 1000 TLper month. As discussed before, Table 6.13 illustrates that 61
percent of these households purchased their dwelling as a result of their ownership
of a land which points a newechanismin home purchase in addition to five
different methods disssed in Chapter 5. In order to understand this prooes®,
detailed informationis drawn for these households by the help of the survey.

However before discussing these detailed information about households, land
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acquisitionas the result ofquatting pocess and the rise of yapa t(buik-and
sell) type of sector will be summarized briefly in order to understand this provision

mechanism.

After the economic growth and industrialization between 1950 and 1980,
immigration from rural areas torban gainaccess in Turkey. Thispontaneous
movement came upon the city with lack of infitaucture. These new movers to the
city with insufficient capital to afford housing in the urbareated new solutions as
building squatters in one night on state and peiMands at the edge of the cities
(Egercéeoj |l u, 2008) . Squatting of Il and t h;:
the main agenda of government since this period. The problem of squatting is
related with the fact of inadequate affordable housing for low income groups.
Instead of producingffordable housing opportunities for these income groups,
policies were developed by the authority with a single dimenbymaning
squatterisettlementss threats for the urban. Year by year, these inadequate policies
changed the initial character of tequatter settlement&esults of different legal
arrangement®n squatter settlements with singlanensionin different periods

caused the birth of a new rooted mechanism in housing sector in Turkey.

NRnOne of t he most i mp o ronsadared tol be whe Acbdf t hat
Municipality numbered 327, which was put in effect in 1963 and introduced the
election of a mayor by the public directly. This was followed by the Act of Flat
Ownership which was accepted in 1965 and which supported enlargement o
ownership rights related to individual construction units. This Act gaveiweah

the market mechanisim to the demolishing of available smalked apartment

buildings by housing producers with small capital, and construction of-gtaity
apartmentbui | di ngso (Turkey National Report
Egercéoj !l u, 2008:99) . Al n parall el to tI
legalized with the Act of Squatters numbered 775 in 1966. It was envisaged that the

improvement plan woultde put in effect in order to prevent illegal settlements. An
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improvement plan converts an illegal area of settlement into a legal one and secures

the people |Iiving there (Tekeld] 2005, Ci

AThe | egal i zat i o beforefl980s laral itssbgconairtg ta eneansaof e a s
trade paved the way to the organized production of squatters in this period. This
was the period during which the ownership of houses showed a rise both through
individual investments and through illegal organiaas. This also led to both
certificated and not certificated constructions in various places. Constructions
without permit startedo beseen not only in squatter areas but also in the regions
within the city center where apartments were common. In thrsoggethe
production of housing by means of budddsell system became very common.

The conversion of squatters into four or fsterey apartments also led to a spread

in the structure of shared title deed (
2008100).

In this process, the state has played the leading role in the legalizasgoatter
settlements by enacting Redevelopment Law (No. 2981) which introduces the
notion of improvement plan. After the changes in this law in 1986, even vacant
lands cald have been defined as potential squatter development areas
(M¢gh¢grdaroj !l u, 2005) . AThis | aw regul at
document (tapu tahsis belgesi) for each type of gecekondu. This document was not

a formal title deed, but the gecekendwners, who were provided with these
documents, became a rigmblder of the area that would be redeveloped by

i mpr ovement -Peleaigls2005:21%)¢ r k er

The improvement plan provides a model which transfeguatterswith market

incentives by estblishing new ownership pattern modern apartment blocks similar

to the ones in authorized areas. It is a typical bamdsell model of housing

provision which is the most common model used in authorizedihg provision

since the 19606 T ¢ rDevedaigil 2005) . Alt i s based on t|
rights in parcel level to build apartment blocks in individual parcels. It has the
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speculative house builder and landowner as the two main actors at its core. The
responsibilities of the speculative house&lder are to obtain land, supply required
ynanci al sources, get all of the necesssa
provide construction. These are usually small entrepreneurs, who have a limited
amount of capital. In general, they do not otke land that they develop. They

obtain the land within the urban area by contracting the landowner. If the land is
located in a prestigiousieighborhood they share the dwelling units of the
apartment with the landowner at a rate of up to 60 per cerg.pEncentage varies
according to the | ocati on o-Devdacihile2005:and (T
216) 0.

In this mechanism, the transformationsofuatterareas depends on the location of

the squatterareas. Someaquatterareas have locational aditages and are more
attractive for small or large capital house constructors due to high land values and

high rent. The mairproblem of this model ishat, improvement plan generates
increases in construction densiynd it is lack of capacity to transforthe squatter

areas which do not hav®evecwit 2005126r.al advan

As the results of thesmechanismsafter 1980s, the characteristics of squatter
settlements have changed. The squatter settlementdbbesmethe tool of profit
making (Kahraman, 2008:56). This initial purpose of sheltering of squatter
settlements started to change after new regulations of the central and the local
governments as the purpose of gaining vote in the elections. The first comers start
to construct nevsquatters in order to gain rental income from new comers to the
city which creates a new informal- mecha
generation rural migrants has increased who have displayed different characteristics
while socializing in the cityOn the other hand, most of the squatter housing areas
have transformed since the 1980s. The transformation of squatter housing
settlements started with amnesty laws. The first laws legalized the existing squatter
housing stock; the others provided newnevship patterns and transformed squatter

houses into highise apartment buildings. The improvement plans, and then, urban
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transformati on projects realized the
(Kahraman, 2008:56,57).

After this brief history ofsquatter settlements and risehnfild-andsell model in
Turkey, the socigeconomic characteristics of households who have acquired their
dwelling units by contracting with these small capital house buildedshaving

less than 1000 TL permanent income p@nthare discussed in more detail.

First of all, Table, 6.14 drives information about locations where households
constructed their dwelling units for two different housing provision methods:
constructing dwelling on their own plot by contracting wattspeculative builder
(Group 1) and acquisition as an exchange of a land (Grougs2)iscussed before,

these households have less than 1 000 TL permanent income per month.

Table 6.14.Location of two Housing Acquisition Methods

Group 1:Constructng Dwelling on their Group 2:Acquisition as an
own Plot by Contracting with a Speculati Exchange of a Land
Builder
Frequency Percent Frequency Percent

Bur - 2 11,8 - -
¢ i dpmtepe 1 59 - -
Kardelen 1 59 - -
Kekl i kpe 1 5,9 - -
K &kongklar 7 41,2 - -
Yexilevler 5 29,4 - -
Kar kéyak - - 7 100,0
Total 17 100,0 7 100,0
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Table 6.8 illustrates that there are 17 households in Groudpalle 6.14 shows that

houselolds who constructethe dwelling on their own plot by making deal with a
speculative builder with less than 1 000 TL incorper month are thewners of

landsi n Bur -, ¢i ] demt ep eKeée rKkakrodnea kel na,r , K eaknl di k®
Again Table 6.13 illusates that there are &seholds whdave acquired their

current dwelling as an exchange of a laHduseholds in this grougre the owners

of plotsi n K a rexcépy an& af ther(iTable 6.14) The location of the plot for
thesehouseholds was not indited inthe survey.

An interesting point is that, all these seven locations in Table 6.14 are invaded by
squatter settlements this high migration period discussed aboWkis strengthens
the assertion that, these households are the owners of sge#iteanents on these

plots.

Table 6.15 illustrates education levef these two groupdn both groups, there is

no household who are graduated from a degree higherathagh school. In the
first group 64,7 percent of head of household were gradudtedh a primary
schoo) and 88,2percent of the partners were graduated from a primary school. In

the second group, ratios &@,1and &,0respectively

Table 6.15.Education Level of Households Group 1 and 2

Group 1 Group 2
Head of Partner Head of Partner
Household Household

Primary 11 15 4 4
High School 6 2 3 1
University

Post Graduate -
Missing Data - - - 2
Total 17 17 7 7
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In thesurvey, all households indicate that they have acquired a dwelling wtaich is
apartmentunit. Whether households took more than one dwelling unit afeer th
constructionand exchang@rocesss for these two housing supply methadsan
important indicator for the analysis. No household in the second group has more
than one dwelling nit in their property.The results of the survey @l that wo
households in the first group have ownership of two dwelling udiisvevernone

of these secondwelling unitsis located in the same apartment buildinggh the
current dwelling unit Thesehouseholds were also homeowners in their previous
residences, and they acquired their current dwelling unit witlselling their

previows dwelling units.

So none of the householtiasacquired more than one dwelling unit at the end of
construction and>xxhange processe$ Yap-Sat The reason may be that there was
more than one owners of the plot, and the constructor transferred the dwelling units

to each partner as the result of the structure of shared titleaddemlvnership

Another interesting pat is that,Table 6.13 illustrates thainly 14,6 % of this
income group became homeowners by purchasing from HDA, which aims to
produce lowcost housing for moderate-lower income groups/hen households

with a permanent income of less tha®@0 TL aretaken into consideration, the
ratio of purchased dwellings from a seller among other housing provision methods
increases as the income increases. However the ratio of constructing dwelling on
their own plot by making deals witiousebuilders decreases as&ome increases.

As the income level increases the ratio of purchasing from HDA houses increases
for the first four income groups. Among these income groups, purchasimg

HDA has the highest ratio for households at tf¥@2 500 TL permanent income
category, with 31,3 percent. The results of the survey demonstrates that, almost 85
% [(6+7+6+10+12)*100/34] of studd population who bought housiem HDA

have average permanent incolass than 2 500 TL per month.
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The literature review in this thesshows the importance of income effect on
househol dbébs tenure choice. Al so, calcul a
with discussions in the literature review, and shows that purchasing e isamot
possible for householdith less than 1 000 TL amthly incomes However this
chapter highlightsan irregular mechanism which increasies possibility of home
purchase for these householddmost 223 percent of total surveyed population

who have recently bought a dwelling unit, earn less than 1 00@eTImonth. At

first sight, this can be thought as the success of governments about the policies on
affordable house supplpr low-moderate income groups. However, unfortunately

this case is not related with effective house supply policies by governnmefest

it is related with the process of legalization on invasion of both public and private
lands by newcomers to cities. Furthermore, this legalization did not solve the
sheltering problems of low income groups, but oohanged dimension of the
problem. That is, initially squatters were constructed only for sheltering purposes.
However, after legalization, some interest groups have realized new ways about
how to earn additional income from the phenomenon of gecekondu. That is, the
sheltering purpose kashifted to the purpose of speculative gains for some groups.
While this fact attrastmore people from urban to rural, these new comers have not
been as lucky as the previous comers because the interest groups have already
started to manage the specwatigains and becomérd main actors of this
phenomenorin house market. As the result of this process, on one hand there are
interest groups earning more and more speculative gains, on the other hand there are
low income groups becoming poorer. Also, tblsanging dimension of squatter
settlements gave birth to irregular urbanization in big cities. This process is an
example of emergence of irregular mechanisms and threats for urban areas as the
result of deficiency of effective policies on affordable losspply of governments

in Turkey.
These discussions show that, formal housing provision ow income groups

ineffectivein Turkey. Housing policiesboutdeveloping low cost and affordable

housing inadequate to cover housing need for low income grdugp to high rates
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of migration from rural to urban after industrialization peridde results of
calculations in Chapter 5 illustrate that, long term housing credits Mortgage

Law was not prepared tmeet housing needs of low income households dhgio
interest rates ifurkey. Also, housing projects &fDA areacting more affectively

for middle income groups thdor low income groups. So, households who want to
live in urban, create their own housing mechanism as an alternative of formal
housing provision methods. This mechanisby gainng accessafter 1960 has
changed dimension as the results of different policies of governments in different
periods,and today it still have validity among different housing provision methods.
However this systemds shifted to a completely different dimension as becoming a
rent mechanism especially as the result of improvemiamspand buileandsell
system. In this mechanismainers of the larger part of the profit are not the owners
of the plots, but the actorgho have roles in therocesf constructionUnless the
sustainable solution of housing provision for low income groups was not solved
fundamentally, this mechanism would continue to increase density of housasy ar
and create irregularrbaniation One of the solutiosiof the problem can b& more
widespreadprovision of social housing/hich can be seen as a remedy for housing
inequality Also, existing housing stock in Turkey should beupgraded by
consideing in balance between supply and demandsside

As discussed before, househol dsd tenure
decision on location and dwelling unitor this reason, probability of shifting from

tenancy to homeownership is also affected from these fadiers.section aims to

drive a framework for evaluating housing mobility for the surveyed population

before analyzing the probability with the help of Cox Regression Analysis.
6.2.1. Evaluation of Residential Mobility for Recent HomeéBuyers
In Chapter 5, the economic affordatyilfor homeownership is examined by taking

into accountof different income quintiles. In Chapter 6, the shift from tenancy to

homeownership is examined by considering different secamomic factors. The
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aim of the chapter is to investigate time of 8h¢ in life-cycles of households, and

to examindactors influencing location and dwelling decissarf households.

Table 6.16. Crosstab between Permanent Income of Households and Districts

CANKAY. % YENKMAHA %  TOTAL
Up to 1000 TL 13 16,4 25 28,7 38
10001500 TL 19 24,1 19 21,8 38
15002000 TL 10 12,7 11 12,6 21
20002500 TL 10 12,7 17 19,5 27
2500:3000 TL 10 12,7 8 9,2 18
30003500 TL 5 6,3 2 2,3 7
Over 3500 TL 12 15,2 5 5,7 17
TOTAL 79 100 87 100 166

Table 6.16 provides information faout location choice of different income groups

for two districts (Yenimahalle and ¢ank
Table illustrates that, households with lower permanent income prefsitent in
Yenimahalle. As income increases they areemorl i kel 'y t o Whehtl e it
Table 5.16 and 5.23 are examined it is clear thatrage prices 08+1 room

dwelling units are higher in¢ankaya than in Yenimahalle in generaligher

i ncome allows households to puhrhodsease a

prices.

In the Classical Economies Theory, rational household chooses a residential
location by weighing different attributes of each available alternative location in
order to satisfy maximum utility. These attributes are accessibility of war&@nd
schools, quality of neighborhood life, availability of public services, travel costs,

dwelling characteristics such as age, number of rooms, floor size, etc. In this
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process, housing prices and the supply of new dwelling units will be configurated
by the consumer tastes with the existing housing stock (McFadden, 1977).
Theoretical models of urban location often posit a population of consumers with
identical tastes, and a housing market in which prices adjust frictionlessly to an
equilibrium in whichthe consumer is indifferent among all housing alternatives.

Then, housing price is the carrier of all information on consumer tastes for public

services, accessibility, and dwelling characteristics (McFadden, 19Y.7:1

Because of these different aspeatsesidential location choice, there are different
approaches developed fanodelingr e si d e nt i alocationoatlacdtiant vy . i
theories have been in existence since the last century. However, most efforts have
come to light only in1950s. Based upon thelative stress each approach has
placed on certain group of variables to explain decisions taken by households for
residential location, approaches could be broadly divided into three distinct
categories Geographic Models, Social Models and Economic 8ledGeographic
models have stressed mainly on the parameters of accessibility i.e. distance to work
place, shopping destinations, social facilities and amenities along with cost
implications based on their mode affordability and choice. Social models have
relied mainly on life cycle factors i.e. age and structure of households,
neighborhood characteristics, quality of life, environmental pollution, community
relations, ethnic and cultural ties and social recognition as the main explanatory
variables. Econmic models have extensively relied on economic parameters i.e.
housing prices and quality, subsidies and taxes, availability of housing finance, etc.
Some hybrid models have also evolved which tried to explain residential choice by

using a combination ofosc i al , economic and geographi
2010:2).
AThe residenti al | ocation choice I|iterat

between travel preferences and residential location choice. The bid rent model from
urban economics says thatsidential location choice is a tradd# between

commute distance and land price: a location near the center of the city means a
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short commute but high land prices and thus small living spaces; a location near the
edge of the city means low land pridesar ge | i ving spaces but
(Handy, et al., 2004:7). Households make tradeoff between these variables. Some
households may prefer to live in a dwelling near the center of the city in order to
decrease transport cost. Other households prefévdoin a dwelling which is

located near the edge of the city in orttehave larger living spaceBResidential

location choice has also been analyzed with the use of hedonic pricing models.
These empirical models explain housing prices through the atbastics of the

house and the characteristics of its locaiion( Handy, et al ., 2004:

The decision of homeownership is related witlesetwo types of integrated
decision making: the choice of location and the choice of dwelling unit properties.
i T B nesidential mobility research has focused on the decision to move or stay and
not on the outcome of residential selection that necessarily follows the decision to
move. That is, the mobility decision is assumed to be made without reference to the
alterndive units to which a household may relocate, except insofar as they are
represented by the price of housing services (in the expenditure disequilibrium
model) or the hedonic price function (in the multiattribute disequilibrium model).
The relocation modsltherefore are not transferable from one housing market to
another unless the hedonic price function is estimate separately for each market of
interest. This limitation can be partially overcome by formulating a joint model of

the mobility decisionandlwos i ng choi ced (Onaka & Cl ar k,

In this chapter, a joint model of the mobility decisioml &wousing choice is used for
¢ankaya and Yenimahalle. As it is discus
to providea variationfor neighborhood tygs and housing provision methods. This

chapter examines the mobility pattern between different locations in Ankara by
considering housing tenure choice. It is aimed to identify the direction of the
residential mobility while households are purchasing thew homes. People move

between different locations by considering different seoonomic factors which

maximize their utility. The movement is linked with the decision to buy a dwelling
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unit by carrying out a survey with recent home buy€&hss partof the study aims

t o eval uat e Houbeboldd chqgosettolbeyhousing in submarkets where
households of similar soceconomic characteristics live, although there may be

housing alternatives with similar attribute endowments and prices in sonre othe
submarkets. Therefore, there is high mobility between only certain housing sub

market®.

Table 6.17 shows the pattern of movement by considering the municipality
boundaryAs di scussed before there are 92 sul
Yenimahale.

There are 169 households in the survey who have purchased their dwelling units as
a result of five different housing acquisition methddarchasing Dwelling from a
Seller, Constructing Dwelling on their own Plot by Contracting with a Speculative
Builder, Purchasing from the HDA, Purchasing from a HeBs#ding
Cooperative, and Acquisition as an Exchange of a LAeduisition as a heritage

or a gift is excluded from the analysis in this part of the study.

Table 6.17. Direction of the Move by Caidering Boundaries of Municipalities of

¢ankaya and Yeni mahall e

Freauencv Percent

Stavina in the Boundary of the Municipality 122 72.2
Not Staying in the Boundary of Municipality 25 14,8
First Residence in Ankara 22 13,0
Total 169 100.0
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Table 617 shows that 122 (72,2 percent) households prefer to stay in the boundary
of the Municipality of their previous residence. 25 (14,8 percent) households
indicate that they have not stayed in the boundary; 22 (13,0 percent) households

admit that their cuant dwelling units are their first residences in Ankara.

Table 6.18. Di recti on of the Move by Different

Yenimahalle

Freauencv Percent
Staying in the Boundary ddeighborhood 34 201
Not Staying in the Boundary dlleighborhood 113 66.9
First Residence in Ankara 22 13.0
Total 169 100.0

Table 6.18 provides more detailed information about mobility by considering the
boundaries of different nei ghborhoods of
only 34 (20,1 percenthouseholds have stayed in the boundary of their previous
residence. 113 (66,9) responders have chosen to move to another location while

purchasing their current dwelling units.

The survey was carried out with recent h
The list of locations for the related 169 cases is shown in Table 6.19. The list of
current locations in the table is also the list of destination locations in the study
where households have purchased their dwelling. 46,2 percent of total surveyed
populda i on in ¢ankaya has purkeh&kedsdkharr
percent of surveyed population in Yenimahalle has purchased their dwelling units in

Y e K i | Howéverrthese ratios do not illustrate the attractiveness of different
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| ocations in ¢ankaya and Yeni neardsaltiof e bec

the number o$urveys carriedutin differentneighborhoods in Ankara.

Table 6.19. List of Current Residences of Households in the Survey

Frequency Percent

Akpénar 13 16,2
Ata 1 1,2
Dikmen 1 1,2
Huzur 1 1,2
Karapénar 12 15,0
Kekl i kper 8 10,0
CANKAYA Kerkkonak 37 46,2
Orta ¥ve- 1 1,2
Osman Temiz 1 1,2
¥ v-éer 1 1,2
k. Cengi z 1 1,2
Sokullu 3 3,8
Total 80 100,0
Akajl éyurt 5 5,6
Bur - 3 34
¢i gdemt eg 1 1,1
Gayret 3 34
YENKMAHAL LGV ®ate 1 1.1
Kardelen 20 225
Karkéyake 12 13,5
Ostim 1 11
Turgut ¥z 12 13,5
Yenimahalle 1 11
Yeki |l evl € 30 33,7
Total 89 100,0
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Table 6.20. Direction of Movemenbf Households

From To Frequency

Akdere Kérkkonakl ar
Total

Akpénar Gayret
Total

Akpé

Akaj e Di kme Kar a
Kek|l
Total

T S -
QO
=

Kérkkonakl ar
Total

M

Ayranc

Balgat Akpeénar
Total

Baréektepe Karkéyaka
Total

Kardelen

Bat ekent Karkeéeyaka
Turgut ¥zal
Total

[ ISNEN] SN FENEN AR ENETESNG V) RN e

=
w

Birlik Keér haklay
Total

Cebeci Kérkkonakl ar
Total

(o]l

¢tankaya Kekli kpénar
Total

¢ijdem Akajé Yurt-u
Total

Gayret
Karkéyaka

Kérkkonakl ar
Demet Turgut ¥zal

k. Cengi z

Yekil evler

Kardelen

Total

R okRrDdMRrNORIPRIRPRPRIRRINN

=
»

Demetlale Keklikpé nar &
Total

Ehlibeyt Huzur
Total

El madaj Kérkkonakl ar
Total

Ergazi Kardelen
Total

Ertujrul Ga ¥ve-ler
Total

Esentepe Karkéyaka
Total

S i e e B R
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Table 6.20(Continued)

From

To

Frequency

Etimesgut

Tur gut
Total

¥z

al

1

Etlik

Kardelen

Yekil evl e

Total

r

G¢zelyaka

Kar kéy
Yekil e

Total

<o
- x
D Q@

G°| bakeé

Akpéna
Total

=

Kl kadém

Sokullu
Total

Kl ker

QD

Akpeén
Total

Kl kyerl exkim

Kardelen
Turgut
Total

al

Kncirli

Ker kko
Totd

Kar kéeyaka

Yeki |l e
Total

Kekl i kpénar

Yenimahalle
Total

Kentkoop

Yeki |l e
Total

Kezeéel ay

Ker kko
Total

a k

Ke¢-¢é¢kesat

Akpeé
Keér
Total

X O
>
o

a k

Maltepe

Kar apé
Total

Mamak

Ak peé
Kér
Total

X O
=
o

ak

Oran

Ker kko
Total

a k

Péenar bakéeé

G¢vent
Total

Seyranbajl a

Kardelen
Kéer kko

Total

Sincan

Kekl i k
Total

Sol akukaj e

Kéer kko
Total
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Table 6.20(Continued)

From To Frequency

AKkpEna 1
Sokullu Ata

Kar apé

Total
kenl ik Kardelenl
Total
Kardelen
Total

Kar kéyaka
Total
Yekil evl er
Total

Yakupabdal Kerkkonakl ar
Total

Yakamkent Akajé Yurt-u
Total

Yeni bat é Kardelen
Total
Bur -1
Gayret
Kar apé
Yeki |
Total
Akpénarl
a

_ . Karapén
Yukar é Di krrKekl i kp

(¢
>
QD
—

(o]}

Tepeal't

(o]l

Tepebacxk

(¢}
=

Toprakl

Yenimahalle

@ D
< >
- o

—

Osman Temiz
Total
Yézeéenceyél Kérkkonakl ar
Total
Total 113

PrRrlOoRr P RN~ RrENRRIRPRIEPRIRPRIRRIPRPERIONW R -

Table 6.20 provides information aliadirection of movement for the responders in
the survey. Table shows information for the recent movers only, so the list contains
113 households in total. It provides information about previous residences of
households, in order to identify the directiohmovement to current residences in
Table 6.19.
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In this case, Demet has the highest ratio fdrrigration with 16 cases in total.
Batékent has the second highest ratio fo
Also, Birlik and Yenimahalle Merkez have relatively high out migration in Table

6.20.

Again Table6.21 provides information about diction of movement, however in

the table the list is arranged by the destination locations in this case. In the survey
sampl e, Kerkkonaklar is the | ocation wit
related with the f act whenheahehighest aumbdr ofna k| ar

interviews hadeen carried out.

Table 6.21. Direction of Movement

From Frequency To
Akaj] é& Di kmel
Balgat**

G° |l bake

Kl ker *
K¢-¢ckesat
Mamak

Sokullu**

Yukar é Di k me
Total

¢ idem
Yakamkent

Total

Sokullu*

Total

Yenimahalle**

Total

Akpénar

Demet*

Yenimahalle*

Total
Penarbakeée
Total

Ehlibeyt*

Total

Akpénar

NP RRRRLREN

=Y
o

Akajé Yurt -

Ata

Bur -

Gayret

G¢e¢ventepe

Huzur

PRrlrrlwoRr RPrRrIMNRPRIN PR
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Table 6.21(Continued)

A K a ] kénenBri
Maltepe

Sokullu*

Yenimahalle
Yukar é& Di k me¢
Total

Bat ékent *
Demet
Ergazi**
Etlik

Kl kyer |
Seyranhb
kenl ik
Tepeal't
Yeni bat
Total
Baréktepe*
Bat k ent * *
Demet*

Esentepe*
G¢zelyakatr
Tepebakée
Total

Akaj] é& Di kmel
tankaya
Demetlale

Sincan

Yukar é Di k me
Total

Akdere**
Ayrance**
Birlik*

Cebeci**

Demet

El madaj
Kncirli
Kézéelay?™**
K¢-¢k Esat *?
Mamak

Oran
Seyranbajl ai
Sol akukaije
Yakupabdal

100. Yél *
Total

Yukar é Di k me
Total 1

Karapénar

Kardelen

™ o ® ®
— x
SrPrNRrRrRrRrPRrNoOoR PR RS

Karkéyaka

Kekl i kpénar

Kéerkkonak| ¢
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Osman Temiz
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Table 6.21(Continued)

Ertujrul Ga: ¥ve-Iler

Total

Kl kadeém*

Total

Demet

Total

Bat ékent *
Demet

Etimesgut

Kl kyerl eki m’
Total

Kekl i kpénar ¢
Total

Demet*

Etlik**
G¢zelyakatr
Karkéyakar*
Kentkoop
Toprakl
Yenimahalle*
Total

Sokullu

k. Cengiz ¢

Turgut ¥zal

RN 1 IS WY FENEY e

=
[

Yenimahalle

Yekil evl er

o
=~
AR P WR RO|IRR

=
~

113 Total
* Location within 2,5 km. boundary

** | ocation within 5 km. boundary

Table 6.20 and 6.21 provide information about direction of movement for recent
homeowners. As a second step, in order to understand how far hdssateder to
move, map of each destination locations based on Batileare prepared. In each
map, two circles are drawn with 2,5 and ®hkieters radius respectively frothe
central location, in order to analyze the movement patterns in related hscafio

Ankara.

In this section of the study, 19 figures are drawn by choosing a central location for
each one. Locations are desationdistricts of households taken from Tabl21 in
the survey. A 2,5 km. and a 5 km. boundaries are set up aroundoeatibn to

represent the distance which household prefer to move in order to purchase a
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dwelling. Each map is shown iAppendixA at the end of the #sis by discussing

each move in detail

In order to evaluate the hypotheses, locations with high intebility are
investigated. From the Tables 6.20 and 6.21, it is found out that the residential
mobility is intensive between the locations below:

AkKkaj] & DbH&rmeménar
B at eikkardeten

Birik T Kér kkonakl ar
Bat éikTeurtgut ¥zal
Demeti Tur gut ¥zal

Demeti Yeki |l evl] er

When we look at socie conomi ¢ characteristics of AK
for both locations, average age is around 40 years old. Average household size is
3,6 for Akajé Dikmen, and it i stiodf, 1 f or
household head who have been retired is 12,5%, and @anr a ptieereais

household head who have been retired. The ratio of households who are graduated
from a university or a higher degree 1is
heads and partnes . The ratio ilsn 5A% a% éi Mi Kanreap & r:
households who earn more than 3 500 TL average permanent income per month is

375 and thisratida s 41, 7 in Karapénar. For bott
population earn more than 3 500 Th.our survey, there is high mobility between

Akaj é& Dikmen and Karapénar as discussed

household$fiave similar soci@conomic characteristics.

Anot her high mobility 1is bet weemreBi r | ik
slightly more for this group. It i s 45 f
average household sizes are slightly | ow

and 2,9 for Birlik. There is no retired household in Birlik, however the rdtio o
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retired households is 15 % in Kérkkonakl
households who are graduated from a university or a higher degree is around 30 %
and around 14 % in Birlik for household head. In Birlik, 28,6 of households earn

less tlan 1 000 TL average permanent income per month. This ratio is also 27 % in
Kérkkonakl ar . Around 21,6 percent of h o
month in Kérkkonaklar. This ratio is 28,

There is high mobil i tel efnr oamm dB aRwerageuntt ¥ za
age of households is 47 in Bateéekent, 44
household size is 3,3 in Bateéekent, 3,8
three locations, the ratio of households who are retiredosnd 50 %. These

statistics illustrate that these three locations are mostly preferred by retired
households. when we look at the education level of household head, there is no
household graduated from a lower degree than a high schBohih & khie mtio

i's only 8,3 % in Turgut ¥zal, and is 1!
Kardelen, the most common income level is between 110000 TL per month,
anditisbetween208® 500 TL per month in Turgut ¥z

Also, there is high mobility fromDeent t o Tur gut ¥z al and Yeck
i's 41 in Demet, and 46 in Yexkilevler. Av
3,4 in Yexkilevler. For household head,
retired, and this rati Bait®k£4nt % Kar ¥ek eh
¥zal, al so these |l ocations attract popul
who are graduated from a higher degree of universgy 30 % i n Yekil evl

37 % in Demetevler. This ratio is around 35 % in KaedelFor Demetevler, the
most common level of income is between 100 500 TL Il i ke i n B
Kardel en, and it is less than 1 000 TL i

These statistics show that when households choose to buy a dwelling unit they

prefer to live with othehouseholds who have so@oonomic backgrounds and life

styles.
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Table 6.2. Reasons for Location and Dwelling Choices

Frequency %

Physical Characteristics of the Dwelling 115 68,0
Size 90 53,3
Age 54 32,0
Being a Detached House 10 59
Being a Housing Estate 28 16,6
Heat System 52 30,8
Opportunity of Having a Garden 16 9,5
Opportunity of Having a Parking Space 11 6,5
Security 51 30,2

Location of the Dwelling 119 70,4
Physical Characteristics LikEransportation and Infrastructure of Location 123 72,8
SocioEconomic and Cultural Backgrounds of the Dwellers in the Locatic 75 44,4
Proximity to Work Place 17 10,1
Proximity to the CBD 56 33,1
Proximity to Schools of Children 18 10,7
Proximity to Relatives and Children 22 13,0

Affordable Housing Prices of the Location 124 73,4

Total 169 100

This part of the study focuses on the identification parameters which are significant
in both residential location and dwellingaices of household€ne of the goals of
the study is to gain an understanding about parameters which are significant in
residential location choices of households who purchased a dwelling within 3 years
period. The reasons for purchasing a dwelling imesghborhood are slightly
different for different movers. Table 6.22 illustrates primary reasons of households

on neighborhood selection from the survey results.

Anot her hypothesis related with the subj
different lousing submarkets in Ankara is related with seonomic backgrounds
of households as well as characteristics of dwelling units in @ammarkead . Tabl e

6.22 provides detailed information in order to evaluate this hypothesis.
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The clear message that cesnout of this survey is that financial consideration
dominates process of purchasing a hoW#en households are asked for the

primary reason for their decision about their current dwelling uniturad 73,5

percent of recerftome buyerseported that hasing prices in the location affected

their decision while purchasing a dwelling in that locatiod,4 percent indicated

that location was an important factor while making their decision. Physical
characteristics of dwellingvereimportant indicator for 8 percent of the surveyed
population.Among physical characteristics, floor size of the dwelling unit was the

mo s t significant factor i nfl uencing h o
dwelling unit. Age, heat system and security of the dwelling unit,emag in a

housing estate were also determinant f ac

Around 70 percent of receritome buyersin the study reportedhat physical
characteristics of locatiotike transportation and infrastructurgere important

reasons whé selecting a neighborhood.rduind 44,4 percent of respondents
reportedsocioeconomiccharacteristics and culturbhckgrounds of dwellers at that
locationas important reams for choosing a neighborhoaghd also proximity to

the CBDwasalso an importat f act or on ho @3lebraentdfés dec

total surveyed population.

While reporting that affordable house prices, physical characteristics of the location,
sociceconomic characteristics of theeighborhood, and access @BD were
primary reasons to select a residential locatidew households admitted that
convenience of reaching to relatives and friends, convenience of access to the
workplace and schools of their children were the main critefdonselecting a
neighborhood. That is, unkkthe expectations, proximity to schools of children and
proximity to workplace of households are not one of the primary reasons of the
neighborhood selection for households.

One of the aims of the study is to establish a model of mobility within the

homeownership framework. It is possible to determine boundary mobility for each
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household by classifying each household by the direction of the move. In the survey
each household was asked for the reasons of selecting the particular neighborhood
and reason®or purchasing the current dwelling. The survey also included questions

about householdsdé future plans on reside

Anot her question in the survey was abou
location if they had sufficient money to buyyadwelling in any location of Ankara.

The location preferences were grouped as follow:

Angora EvleriYe | -@Bilkent-Mebusevleri

¢ u k ur &Karékasunlar

Gazi os m@anp ak a

Subay Evleri

MesakoruKonutkent¢ a y y-jorhiut-X 8y a mk en't
Bat ékyaman

Around 5 percent of recent movers admitted that they would prefer to live in their
current residences eventifey had sufficient money to buy any dwelling. While
reporting their new preferences about location, a clear massage comes out of the
survey that the majority ofespondents do not want to mofae away from their
current residences. Instead they prefacations close to their current

neighborhoods having more central location with greater prestige.

6.2.2. Probability of Shifting From Tenancy to Homeownershipby Considering

Five Different Housing Provision Methodswith Cox Regression Analysis

In this part of the study the probability of shifting to homeownership is studied by
using Cox RgressionAnalysis. The survey IS carried ou
Yenimahalle in Ankara by particularly giving attention ¢btain examples of

different housing acquisitiomethods as discussed in previous gafthe chapter.
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In this part of the study, the Cox analysis is carried out for five housing acquisition
types (Table @3): Purchasing Dwelling from a Seller, Constructing Dwelling on
their own Plot by Contractingvith a Speculative BuilderPurchasing from the
HDA, Purchasing from HoudBuilding Cooperatives,and Acquisition as an

Exchange of a Land.

Table 623. Housing Acquisition Methods

Frequenc' Percent

Purchasing Dwelling from a Seller 88 52,1
Constricting Dwelling on their own Plot by Contracting with a Speculative 31 18,3
Builder

Purchasing fronthe HDA 34 20,1
Purchasing from HousBuilding Cooperatives 5 3,0
Acquisition as an Exchange of a Land 11 6,5
Total 169 100,0

Acquisition as a hegtge or a gift is excluded from the analysis in this part of the
study. As a result, there are 169 cases available for the Cox Regression Analysis as
discussed before.

Cox Proportional Hazard Model is used to estimate hazard ratios with 95%
confidence ih e r v a praportiorfalAazard model is specified to facilitate more
detailed analysis. The proportional hazard model, originally introduced by Cox
(1972), provides a particularly useful approach to analyze the duration of residential
ownership. Cox's regssion is &emi parametriapproach to survival analysis. The
proportional hazard model is the most general of the regression models because no

assumptions concerning the nature or shape of the underlying survival distribution
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are required. The model asses that the underlying hazard rate (rather than

survival time) is a function of the independent variables (covariates). The method
does not require that a probability distribution be formally specified; however, in
contrast to nonparametric methods, Ga¥gression does use regression parameters

in the same way as generalizedd). | i near mo

Survival analysis is used on a quantitative type of data corresponding to the time

from a welldefined time origin until the occurrencé some particular event of

i nterest or end point (Chan, 2004) . nGer
statistical procedures for data analysis for which the outcome variable of interest is
time until an event occuTimedmay b€lindicatedo a u m &
by years, months, weeks, or days from the beginning of falipwf an individual

until an event occurs; alternatively, time can refer to the age of an individual when

an event occurs. Event is any designated experience of irttesieshay happen to

an individual (Kleinbaum & Klein, 2005).

In this study, the time origin is January 2008, and the end point is December 2010
because the responders of the surveys are households who bought their dwelling
between this period. The everitioterest is the point where households shift from

tenancy to homeownership.

AMost survival analyses must consider a

essence, censoring occurs when we have some information about individual

survival time, buwe donot know the survival ti me
2005:5).
......................... T|me
|
to= January 2008 ts= Shift from t,= December 2010
Tenancy to

Homeownership

Left-Censored
Case
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Censored observations arise in two cases: a person does not experience the event
before the study ends (right censored), and the event of interest has occurred before
the origin time percesaed (ataechnt occarewhenoar e d ) .
personds true survival time is | ess thar
timeo (Kleinbaum & Klein, 2005: 8).

In this study, there is no riglcensored case becauseemvhousehold shifts to
homeownership until the end of surveyed period. However there aieefefored

cases because some households have shifted to homeownership before the year
2008. In 169 cases, there are 106 cases which have shifted to homeownership
between periods 2068010, and there are 63 cases entered the sample as

homeowners, so their homeownership status is left censored.

Cox Regression Model is usually used in medical studies in order to analyze disease
incidence, recovery from an illnessceFor this reason, usually time variable is

called as survival time, and the event is called hazard.

Beside the survival time, the second important variable is the Status. The variable
tells the analysis which case is censored (denoted by 0) and vesiehscan event
(denoted by 1) (Chan, 2004).

AThe Cox model formula says that t he he
quantities. The first of theseq(l), is called the baseline hazard function. The

second quantity is the exponential expressiontelioe | i n e rwhereutm of D
sum is over the p explanatory X variables. An important feature of this formula,

which concerns the proportional hazards (PH) assumption, is that the baseline

hazard is a function of tnirastbthetexpahengak n ot
expression shown here, i nvol ves the Xo0s,
called timei nd e p e n d KleinbauX & sKiein, 2005:9 4 ) . Al ot i s p o
neverthel ess, t o consi der X0 s whe c h do

dependent variables. If tirmdependent variables are considered, the Cox model
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form may still be used, but such a model no longer satisfies the PH assumption, and
is called the extended Cox model. A tinelependent variable is defined to be any
variablewhose value for a given individual does not change over time. The Cox
mo d el formula has the property that I f
reduces to the baseline hazard function. That is, the exponential part of the formula
becomes e to theero, which is 1. This property of the Cox model is the reason why
ho(t) is called the baseline function. Or, from a slightly different perspective, the

Cox model reduces to the baselineglthazard
may be consideredas st arting or fAbaselineodo versio
considering any of the X0s. Another i mpo

baseline hazardft), is an unspecified function. It is this property that makes the

Cox model asemiggr amet ri ¢ model . 0 (Kleinbaum & K
The data collected are used to construct Cox Regression Analysis in this part of the
study. The data set contair®2 explanatory variables. Each variable will be
discussed in detail in the following section.

6.2.2.1. The Identification of Explanatory Variables

This section of the chapta&tentifies each 22 explanatory variable in detail.

CODE: Groups of Neighborhoods

The first explanatory variable i€ODE which indicates different groups of

neighborhood where recarhomebuyers have purchased their dwelling units.

Table 6.24 provides the crosstab between five different housing acquisition methods
and different | ocations of ¢ankaya and Y
12 different neighborho®d i n ¢tankaya, and i n 11 di f

Yenimahalle.
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Table 624. Crosstathetweeri_ocatiors and Housing Acquisition Methods
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Table 625. Groups of Neighborhoods
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Yenimahalle théhighestnumber of surveyswasar ri ed out i n Yexki

neighborhood is Kardelen.

In order to group the data, the neighborhoods are classified under eight groups by
taking into account the proximity of locations and housing acquisition methods of
surveyed households who purchased their dwellings in these locations (Table 6.25).
Figure 6.16.7 illustrates approximate locations of each group.
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Figure 6.1.Neighborhoods in Group 1
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In Group 1, Group 2, and Group Bousing provision method is purciag the
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classified under the name of Group 1. Figure 6.1 shows the locations of

neighborhood# Group 1.
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Under the name of Group 2, there are households who purchased dwelling from a
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Figure 6.3 demonstrates locations for Group 3.
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Figure 6.3.Neighborhoods in Group 3
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Figure 6.6.Neighborhoods in Group 7

Acquisition as an exchange of land is the housing acquisition method in Group 8,
Kar kK é yladatoons afrneighborlioedsare o c at i ¢

and

Bur -

and

demonstrated in Figure 6.7.
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Figure 6.7.Neighborhoodsn Group 8

Table 626 provides information about the number of survey carried out in each

samples.
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Table 626. Frequency of ODE

Freauencv Percent
1% aroup 38 225
2" group 26 15,4
3 group 24 14,2
4" group 5 3,0
5" group 11 6,5
6" group 15 8,9
7" group 39 23,1
8" group 11 6,5
Total 169 100.0

One of the assumptions of the thesis is that probability of purchasing a dwelling unit
changeswith different housing provision methods and locationénkara In order

to ted this assumption the variable CODE included to the study.

MOBILITY

In previous sections residential mobility for recent hdiagers are dis@sed. It is
assumed in this thesis that housing tenure choice and residential mobility are joint
decisiors. In orderto establish a model of mobility within the homeownership
framework, the boundaries of mobility for each household by classifying each
household by the direction of the mageadiscussed in section 6.2Table6.20 and

6.21 provide information about diction of movement for recent homeowners, and
two circles are drawn with 2,5 and 5 kilometers radius respectively by choosing the
central location, in order to analyze the movement patterns in related locations of

Ankara in this section.
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Table 6.2. Frequency of MOBILITY

Frequency Percent

Within the Boundary of Samideighborhood 34 20,1
Within the Boundary of 5 km 51 30,2
Within the Boundary 0% km. 24 14,2
Not Within the Boundary of 5 km. 60 35,5
Total 169 100,0

Table 6.Z provides infornation about frequency of explanatory variable

OMobilityd. Table illustrates that 20,

current dwelling within the same boundary of their previous residential location.
30,2 percent of surveyed population did stay in the boundary of their previous
neighborhood, however stay within 2,5 km. boundary of the neighborhood. 14,2
percent of households decided to purchase their current dwelling within the
boundary of 5 km. These households didmatchasdheir dweling in the first 2,5

km. boundary, however they purchased it in the next 2,5 km. boundary. 35,5 of
recent homebuyers did not purchased the dwelling within these boundaries of their

previous residential location.

The inclusion of tfs explanatory varidb in the regression analysis aims to
undestand household @refeences oimovamentin order to purchase a dwelling,

and the effect of mobility decision on the probability of purchasing a home.

INCOME

Another important explanatory variable isomthly pemanent income of
households. Table @8B2llustrates information about frequency of INCOME. It is
interesting that 44,5 percent of total surveyed population has monthly income less
than 1 500 TL.
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Table 6.28. Frequency of INCOME

Frequency Percent
Up to1000 TL 38 22,5
10031 500 TL 38 22,5
150232000 TL 21 12,4
200%:2500 TL 27 16,0
25013000 TL 18 10,7
30013500 TL 7 4,1
Over 3501 TL 17 10,1
Missing 3 1,8
Total 169 100,0

Another important point is thathe survey contains questioalsout both permanent

and transitory income of households. However among 169 households, 131 of them
(77,5 percent) were not willing to give information about their transitory income
event ifthe fact thaR0,7 percent of responders admit that the maimcgoof their
savings are their transitory income (Tabl2%. For this reasqrtransitory income

cannot be introduced into the model due to lack of information.

One of t he hypot hes dransitiomto homeownership ofi s
households livingn private rental accommodation are expected to be related as
much on transitory income, including inherited wealth, as on permanent income, in
addition to homeownership opportunities provided by different forms of housing
provision in Turkeyp. However een 20,7 percent of households indicate that
transitory income is one of the main sources of their incomes, 77,5 percent of total
surveyed population were not willing to give information about their transitory
income. That is, the contribution of transitomycome on the probability of

homeownership cannot be examined due to lack of information in the data.
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Table 629. The ratio of Contributions of Permanent and Transitory Income on

Househol dsdé Savings

Frequency Percent

Permanent Income 108 63,9
Transitay Income 35 20,7
No Answer 26 15,4
Total 169 100,0

EDUCATION_HEAD

This variable indiates education level diouseholdheadbased on the highest

completed educational degree.

Table 6.3. Frequency of EDUCATION_HEAD

Frequency Percent
PrimaryEducation 51 30,2
High School 58 34,3
University 55 32,5
Post Graduate 4 2,4
No Answer 1 0,6
Total 169 100

The distribution of education of household head has close ratios for the first three

education levels as Table 6.30 shows.
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EDUCATION_PARTNER

As discussed before, literature shows that education of partner also affected
homeownership probability for households. For this reason,
EDUCATION_PARTNER is included to the model as an indicator of education

level of partner based on the higheshpteted educational degree.

Table 6.3L. Frequency of EDUCATION_PARTNER

Frequency Percent
Primary Education 73 43,2
High School 42 24,9
University 37 21,9
Post Graduate 2 1,2
No Answer 15 8,9
Total 169 100

A great majority (43,2 percent) glartners have graduated from a primary school

(Table 6.31). Only 21,9 percent of partners were graduated from a university.

AGE

The variables indicate age i@fspondes when they purchaseideir current dwelling
units Table 632 illustrates the distribstion of AGE.
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Table 6.32. Frequency oAGE for Recent Homebuyers

Frequency Percent

21-30 35 20,7
31-40 39 23,1
41-50 50 29,6
51-60 26 154
61-70 13 7,7
71-80 6 3,6
Total 169 100,0

The data is classified under 6 groups. However, agetishtained for household
headsjn factit illustrates the age of the respontieof the survey. For this reason,

by grouping the data it is assumed that both the household head and the partner
would be in the same age group.

20,7 percent ofhe surveyedpopulation hapurchased their homes before their 30s.

26,7 percent of recent homebuyers purchased their dwelling after the age 50.

Age is a time dependent variable, however in this study age indicates the age of
households when they bought their redsomes so in this study it isaken agime

independent.

EMPLOYMENT

Thereis a vast amount on literature on the relation between unemployment and
homeownership. However the literature mainly focuses on effects of
homeownership on unemploymentAccording to the most researches,

fihomeowneshp causes a decline in people's willingness to switch locations, and

this decline might be expected to raise the avemgeunt of unemploymeat

257



(Oswald, 1997:10)In this study, the relation between the homeownershigp an
employment is studied with a reverse overloBKects of unemployment on the
probability of homeownership aravestigated with the help of Cox Regression

Analysis.

Table 6.33 provides informatiaboutthe frequency of EMPLOYMENT. There are
three graps under EMPLOYMENT. Not Working refers to households who are not
working in a stable job. Working refers households who are workiagtable job.
Retired indicates households who have been retired. The variable indicates the
employment of household &é. 61,5 percent of total responders are working

stable joh 12,4 percent are not working in a stable job in the data.

Table 6.33. Frequency of EMPLOYMENT

Frequency Percent
Not Working 21 12,4
Working 104 61,5
Retired 44 26,0
Total 169 1000

EMPLOYMENT_PARTNER
Also, it is expected thaamployment of household head and partner will affect the

probability of homeownershim differentways For this reasgrthe employment of

partner is shown by a different explanatory variablée stug.

258



Table 6.34. Frequency of EMPLOYMENT_PARTNER

Frequency Percent
Not Working 131 77,5
Working 25 14,8
Retired 13 7,7
Total 169 100,0

Table 6.3 provides information about frequency EMPLOYMENT_PARTNER.
A great majority of partners are nobvking in a stable jobOnly 14,8 percent of
partners are working in a stable jobhe ratio of partners who are workimg a

stablejob s 22,5 in ¢ankayay79mdenenahalle. t hi s r at

JOB_LOCATION

Another explanatory variable is JOBOCATION which indicates the relation

bet ween househol ther@revjoushresidential dotatiodin t and a
maj or factor that influences attractiven
physical characteristics. It is argued that tbason why most people prefer to live

in city centers and builip areas because of accessibilipptential for a variety of

activities aside from being near to work. This notion explains why accessibility has

been always present in most locationchooed el so0 ( Ri ver a&Ti gl ao

With this variable it is aimed to investigate whether probability of shifting is
affectedby locational characteriies like job.Households make a tradeoff between
transportation cost and the cost of housing whiley taee planning to buy a
dwelling. Households prefer to wait until to buy a dwellingdrocation where
there is easy accessibility tmb location which may postponethe purchase the

decision In order to understand this effect, JOB_LOCATION makes a cosgma
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bet ween householdds job | ocation and

purchasing their current homes.

Table 6.3. Frequency of JOB_LOCATION

Frequency Percent

0 130 76,9
1 31 18,3
2 8 4,7

Total 169 100,0

Table 6.5 provides infomation about the frequency of JOB_LOCATION. 0O
indicates the situation thatorkplacesof both partnersvere not the samelocation

of their previousresidential location76,9 %). 1 indicates the situation that the
workplace andpreviousresidential locatin are same foonly one of the partners
(18,3 %). 2 indicates that the workplace apreviousresidential location aréhe
same place for both the household head and pdar&yo).

It is aimed to investigate whethdocation of residence and workplacee
interrelated and whethdrouseholds postpone home purchase decisiarder to

be resident in the same location with their workplace.
MARRIAGE
In 169 surveys, there are 7 households who are singleharel are6 households

who are either widowedradivorced. However in the Cox Regression Analysis, due

to missing values in some caskscauseof other explanatory variables, these

househol ds are eliminated from the anal
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status is not taken as one of the exatary variables in Cox Regression Analysis.
Instead, the date of marriage is included in the analysMRRIAGE indicateshow
long households have been marregdhe dayhey purchased their dwelling units.

Table 6.3. Frequency of MARRIAGE

Frequency Percent

05 30 17,8
6-10 14 8,3

11-15 21 12,4
16-20 23 13,6
More than 21 68 40,2
Not Married 13 7,7

Total 169 100,0

Table 6.% indicates the frequency of MARRIAGE. Around 40 percent of total
surveyed population indicates that they have beemiedafor more than 21 years.
17,8 percent of responders have been matgssd than 5 years whehey have

purchased their current dwelling unit.
HOUSEHOLDS
The next explanatory variable KOUSEHOLDSwhich indicates the number of

people who lived togler in the residential unit. It is aimed to investigate whether
number of households haspact on the probabilitgf purchasinga dwelling.
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Table 6.37. Frequency of HOUSEHOLDS

Number of People Frequency  Percent
1 2 1,2
2 33 19,5
3 56 33,1
4 52 30,8
5 14 8,3
6 7 4,1
7 1 0,6
8 1 0,6
9 3 1,8
Total 169 100,0

Table 6.3 provides information about the number of householdse average
households size is 3ib the studied sample

CHILDREN

Table 6.3. Frequency of CHILDREN

Number of Chitiren Frequency  Percent

0 21 12,4
1 38 22,5
2 63 37,3
3 29 17,2
4 14 8,3
5 3 1,8
6 1 ,6
Total 169 100,0
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CHILDREN indicates total number of children. Table 6.38 provides information
about the number of children. 12,4 percent of households haveldoTdre great

majority in the sample (37,3 percent) has two children.

SCHOOL

Literature on homeownership shows that there is a link between having-agaadol
children and residential location decision of househditgiseholds may have to
make tradeoffs by giving up some level of housing quality order to live in
locations close to good qualified schoaisor example, when a household moves,

it examines several houses in different locations, and its final decision is made
through a tradeff, for example, choosing a smaller house in a very good school
district or a similarly priced, larger house in a poorer school district. If the
household has scheabed children, it may be more likely to choose a good school

district and a smaller house as algaffo ( Ki m,. 2010: 5)

Table 6.39. Frequency of SCHOOL

Frequency Percent

No 91 53,8
Yes 78 46,2
Total 169 100,0

Table 639 provides information about frequency of SCHOOMNO indicates
households with no scheabjed children. Yes indicates hohekls who have
schootaged children46,2 percent of households have children who are currently

attending to school.
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RENT

Literature shows that current wealth of households has important effect on home

purchase probability. However this affexzinnotbe directly measured because of

insufficient information in the data. For this reasBENT is used as a measure of

current wealth of households this study Households are asked whether they have

a secondary dwelling unit that they earn rental income.

Table 6.4. Frequency of RENT

Frequency Percent

No 145 85,8
Yes 24 14,2
Total 169 100,0

Table 6.4 illustrates the frequency of RENTNooO indicates households who have

no dwelling units that they gain rental inconi&’esd indicates households who

have dwelling units that they earn rental incorid,2 percent of households

indicate that they earn rental income from their secondary homes.

CREDIT

The calculations in Chapter 5 shows that housirgdits do not provide new

opportunities for househd$é who are not able to purchase a dwelling by saving

their money. In order to understand whether applying for-teng housing credits

affect the probability of shifting to homeownership, the explanatory variable
CREDIT is included into the model. CREDIF an indicatoof whether households

usedhousing credit or not.
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Table 6.41. Frequency of CREDIT

Frequency Percent
No 117 69,2
Yes 52 30,8
Total 169 100,0

Table 6.41 providesmformation about the frequency of CREDIT. 30,8 percent of
householdsindicated that they applied for lofigrm housing credits while

purchasing their current homes.

PREFERENCES

While households decide to buy a dwelling unit they seelpéoticular attributes

for the dwelling.They may postponpurchasingthe dwelling util they find that
suitable dwelling with these attributes. In order to test whether households delay
buying a dwelling for these reasons PREFERENCES is added todtiel as an
explanatory variable.

Table 6.2. Frequency of PREFERENCES

Frequency Percent

Same 133 78,7
Lower 30 17,8
Better 4 24
Indifferent 2 1,2
Total 169 100,0

265



Table 6.2pr ovi des i nformation about the fregq
indicates the situation that households wait to purchase a dwelling with the same
attributes hat they prefetobuy A Lower 06 i ndicates househo
find a dwelling with the same attributes theyst to purchaseThese households
havepurchasda dwel |l ing with a | ower attribute
who were able tqpurchase a dwelling with better attributes that tiaegh to buy

Al ndi fferento are the households who di
dwelling before they purchased iThe great majority of households waited to
purchase the dwelling until theynfi the one which had the same attributes with

their preferences.

FLOOR SIZE

Another importantcharacteristicof the dwelling is the floor size. As discussed
before most of the households in the survey indicatadhk floor size is important

for them while purchasing a dwelling.

Table 6.8 indicates the frequency of FLOOR_SIZE. The most common floor size

that households prefer to purchase is-180m?

Table 643. Frequency oFLOOR SIZE

Frequency Percent

0-49 m2 1 0,6
50-99 m2 30 17,8
100-149m2 117 69,2
150199 m2 16 9,5
200249 m2 1 0,6
More than 250 m2 2 1,2
Missing 2 1,2
Total 169 100,0
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ROOM
ROOM indicates the number of room per housing uhis aimed to find out what

number of rooms ismnost common in housing purchase and whember of rooms

is most affordable for households.

Table 6.4 provides information about the frequency of ROOM. The most preferred

number of rooms is 3+1.

Table 644. Frequency oROOM

Frequency Percent
2+1 20 11,8
3+1 126 74,6
4+1 11 6,5
5+1 8 4,7
6+1 3 1,8
7+1 1 ,6
Total 169 100,0

TYPE

Households gave priority to the type of the dwelling unit before purchasiRgrit.
instance, sme households preferred to live in detached housewever in this
survey it was not possible tmake inteviews with households who have purchased

a detached house.
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Table 6.45provides information about frequency of TYPE. 47,9 percent of total
survey was carried out in apartment units. 30,8 percent was carried out in housing

estate, and 20,7 was carried ougated housing estate.

Table 6.4. Frequency of TYPE

Frequency Percent

HousingEstate 52 30,8
Gated Housing Estate 35 20,7
Apartment Unit 81 47,9
No Answer 1 0,6

Total 169 100,0

This part of the study focuses on the identification pataraavhich are significant
in both residential location and dwelling choices of househ®ést part of the
chapter identifies Cox Regression analysis for recent home buyers.

6.2.22. Cox Regression Analysis for Recent HomBuyers with five Different

Housing Provision Methods

In this part of the study, the model of Cox Regression is introduced for recent home
buyers. The probability of shifting to homeownership is analyzed by taking into

account of five different housing acquisition methods.

A A k asgn far the popularity of the Cox model is that, even though the baseline
hazard is not specified, reasonably good estimates of regression coefficients, hazard
ratios of interest, and adjusted survival curves can be obtained for a wide variety of

datasiati ons. Another way of saying this i
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model, so that the results from using the Cox model will closely approximate the

results for the clHKlenbam &Klgna200b9et ri ¢ model

AThe for mul aodelr ItihkkelGohxoom function i s
|l i keli hood function rather than a (compl
likelihood is used because the likelihood formula considers probabilities only for

those subjects who fail, and do@ot explicitly consider probabilities for those

subjects who are censored. Thus the likelihood for the Cox model does not consider
probabilities for all subj ectKeipbamm&d s o i
Klein, 2005:99).

In this studythe dataaresuitable for Cox Proportional Hazard Model becathey
provide information whether households are homeowners or not, and when they
shift to homeownership for the period 202@810. Cox Proportional Hazard
Functian provides information abouturation of time when households shift from
tenancy to homeownership. All analysis in this part of the sisidwrried out by

using SPSS 16.0.

There are two assumptions of the Cox Proportional Hazard Model. In the first one,
if there are timedependent ariables in the data, the Cox model form may still be
used, but such a model no longer satisfies the PH (proportional hazard) assumption.
In this case, extended Cox Model should be used. As it is discussed before, in this
study the variablegssumed to beonstant in timeThat is variables are time
independent.

Secondly, the Cox Proportional Hazard Model assumes a constant hazard ratio
across timeKleinbaum & Klein, 200% . AEquivalently, this n
for one individual is proportional tdv¢ hazard for any other individual, where the
proportionality constant is independent of time. The PH assumption is not met if the

graph of the hazards crosses for two or more categories of a predictor of interest.

However, even if the hazard functions dot cross, it is possible that the PH
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assumption is not met. Thus, rather than checking for crossing hazards, we must use

ot her approaches
& Klein, 2005:135).

A number of different tests fassessing the PH assumption have been proposed in

to eval

uat e tKleisbaume a s on a

the literature. In this study, the test of Harrel and Lee (1986) is udadh is a

variation of a testoriginally proposed by Schoenfeld (1982). The test based on the

residuals defined by Schoenfeld, wacalled the Schoenfeld residuals. In this

method, for each predictor in the model, Schoenfeld residuals are defined for every

subject who has an evenKlé¢inbaum & Klein, 200% . AThe

dea

statistical test is that the PH assumption holds far particular covariate then the

Schoenfeld residuals for that covariate will not be related to survivaldotime

(Kleinbaum & Klein, 2005151).

Table 646. Pearson Correlation between Variables and Time

Rank of TIME
. . PearsorCorrelation .023
Partial residual for RENT Sig. (2tailed) 825
N 96
. . Pearson Correlation .062
Partial residual for PREFERENCES Sig. (2tailed) 550
N 96
. . Pearson Correlation -.265**
Partial residual for FLOOR_SIZE Sig. (2tailed) 009
N 96
. . Pearson Correlation -.311*%
Partial residual for TYPE Sig. (2tailed) 002
N 96
. . Pearson Correlation -.001
Partial residual for HOUSEHOLDS Sig. (2tailed) 989
N 96
. . Pearson Correlation -.019
Partial residual for EDUCATION_HEAD Sig. (2tailed) 853
N 96
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Table 6.4 (Continued)

Rank of TIME

. . Pearson Correlation .000
Partial residual for EDUCATION_PARTNER Sig. (2tailed) 998
N 96

. . Pearson Correlation -.044
Partial residual for INCOME Sig. (2tailed) 674
N 96

. . Pearson Correlation -.037
Partial residual for CREDIT Sig. (2tailed) 721
N 96

. . Pearson Correlation -.168

Partial residual for ROOM Sig. (2tailed) 102
N 96

. . Pearson Correlation -.112

Partial residual for CHILDREN Sig. (2tailed) 279
N 96

. . Pearson Correlation -.024

Partial residual for SCHOOL Sig. (2tailed) 813
N 96

. . Pearson Correlation -.011

Partial residual for AGE Sig. (2tailed) 915
N 96

. . Pearson Correlation .025

Partial residual for EMPLOYMENT Sig. (2tailed) 808
N 96

. . Pearson Corration -.003

Partial residual for EMPLOYMENT_PARTNER Sig. (2tailed) 974
N 96

. . Pearson Correlation -176

Partial residual for JOB_LOCATION Sig. (2tailed) 087
N 96

. . Pearson Correlation .284**

Partial residual for CODE Sig. (2tailed) 005
N 96

. . PearsorCorrelation .018

Partial residual for MOBILITY Sig. (2tailed) 859
N 96

. . Pearson Correlation -.073

Partial residual for MARRIAGE Sig. (2tailed) 481
N 96

* Correlation is significant at the 0.05 leveli@led).

**_Correlation is significant at the 0.01 level@iled).
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In order to test the PH assumptioBchoenfeld residuals for attovariates is
calculated by running a Cox Regression. Then, a variable including ranked order of
survival time is obtained. As a last step, a Pearson correlation test is applied
betweenthe ranked order of survival time and Schoenfeld residuals of each
variable. Table @6 illustrates the results of this correlation test. It provides
information about the correlatipand the pvalues between the ranked survival and
the partial residualsThese pvalues are also the-yalues for the PH test.
Correlation is significant at 0BCI level (2tailed) if the pvalue is smallethan

0.05.

Table shows that,-palues for the correlation between the rank of time and partial
residuas for FLOOR_SFE, AGE_BUILDING, STOREY_DWELLING TYPE,
STORIES and CODE are smaller than0s which are significant at the 0,05 CI
level. That is, there are correlation between these residuals and Tihee.
correlation between the rank of time and other residualssignificant for a 95 %
Confidence Interval level. So variablasFLOOR_SIZE, TYPE, and CODEdo not
satisfy the assumption of Proportional Hazaslthe correlation for these related

residuals and time is significai@ther variables satisfy the PH assuiop.

There are two alternatives when one or more variables do not satisfy the PH
assumption. The first one is using the Stratified Cox Regression ModElh e
Astratified Cox model o6 is a modificatio
model that allowg or contr ol by Astratificationo
the PH assumption. Predictors that are assumed to satisfy the PH assumption are
included in the model, whereas the prec
(Kleinbaum & Klein, 2005176). If this model is usedjone of these variablesn

beincluded into the model as it does not satisfy the PH assumption. For that reason,
hazard ratio cannot be obtainddr none of thesevariables if stratified Cox

Regression Analysis is used.
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Secondalternative is using Extended Cox Proportional Hazard Model. This model

i nvolves wusing ti me edeppneentdvariable iswdefined asb| e s .
any variable whose value for a given subject may differ over timén(contrast, a
time-independenvariable is a variable whose value for a given subject remains
constant over time. As a simple example, the variable RACE is arigependent

variable, whereas the variable RACE time is a tmedependent vari
(Kleinbaum & Klein, 2005176).

In this study, it igoreferredto use extended Cox Regression Model instead of using
Stratified Cox Regression Model in order to inclashe of the variableshich does

not satisfy the PH assumptiarto the model.

In Extended Cox Regression, the variablesinot satisfy the PH assumption is also
kept into the model by using time dependent variables. A new variable is defined to
analyze this timendependent variable which does not satisfy the PH assumption.
However, this method enables inclusion of only ohthevariables into the model.

In this study, there are thregariablesthatdo not satisfy the PH assumption. As the
variable CODE is the most significant variable for the stubg extended Cox

Regression is used by including CODE as a time depermdaable.

In order to choose the best model, stepwise regression with backward elimination is
used. The elimination is started with all variables which safdfi assumptions
above. The logic behind stepwise regression is that, variables which are not
statistically significant are deleted after running regression in eachTstele. 647

illustrates the steps of Backward Cox Regression Analysis.
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Table 647. Description of Models

EDUCATION_PARTNER
INCOME

CREDIT

ROOM

CHILDREN

SCHOOL
PREFERENCES

Variables Description Significant Variables Not Significant Variables
of Model

AGE Model is CODE AGE
EMPLOYMENT Significant EDUCATION_HEAD EMPLOYMENT
EMPLOYMENT_PARTNER EDUCATION_PARTNER EMPLOYMENT_PARTNER
JOB_LOCATION ROOM JOB_LOCATION
CODE CHILDREN MOBILITY
MOBILITY PREFERENCES MARRIAGE
MARRIAGE HOUSEHOLDS

Model HOUSEHOLDS INCOME
EDUCATION_HEAD CREDIT

! EDUCATION_PARTNER SCHOOL
INCOME RENT
CREDIT
ROOM
CHILDREN
SCHOOL
RENT
PREFERENCES
AGE Model is CODE AGE
EMPLOYMENT Significant HOUSEHOLDS EMPLOYMENT
EMPLOYMENT_PARTNER EDUCATION_HEAD EMPLOYMENT_PARTNER
JOB_LOCATION EDUCATION_PARTNER JOB_LOCATION
CODE ROOM MOBILITY
MOBILITY CHILDREN MARRIAGE
MARRIAGE PREFERENCES INCOME

Model HOUSEHOLDS CREDIT

2 EDUCATION_HEAD SCHOOL
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Table 6.47(Continued)

Variables Description Significant Variables Not Significant Variables
of Model
AGE Model is EMPLOYMENT AGE
EMPLOYMENT Significant CODE JOB_LOCATION
JOB_LOCATION HOUSEHOLDS MOBILITY
CODE EDUCATION_HEAD MARRIAGE
MOBILITY EDUCATION_PARTNER INCOME
MARRIAGE ROOM CREDIT
HOUSEHOLDS CHILDREN SCHOOL
Model 3 EDUCATION_HEAD PREFERENCES
EDUCATION_PARTNER
INCOME
CREDIT
ROOM
CHILDREN
SCHOOL
PREFERENCES
EMPLOYMENT Model is EMPLOYMENT JOB_LOCATION
JOB_LOCATION Significant CODE MOBILITY
CODE HOUSEHOLDS MARRIAGE
MOBILITY EDUCATION_HEAD INCOME
MARRIAGE EDUCATION_PARTNER CREDIT
HOUSEHOLDS ROOM SCHOOL
Model 4 EDUCATION_HEAD CHILDREN
EDUCATION_PARTNER PREFERENCES

INCOME
CREDIT

ROOM
CHILDREN
SCHOOL
PREFERENCES
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Table 647 (Continued)

Variables Description Significant Varables Not Significant Variables
of Model
EMPLOYMENT Model is EMPLOYMENT JOB_LOCATION
JOB_LOCATION Significant CODE MOBILITY
CODE HOUSEHOLDS MARRIAGE
MOBILITY EDUCATION_HEAD INCOME
MARRIAGE EDUCATION_PARTNER SCHOOL
HOUSEHOLDS ROOM
Model 5 EDUCATION_HEAD CHILDREN
EDUCATION_PARTNER PREFERENCES
INCOME
ROOM
CHILDREN
SCHOOL
PREFERENCES
EMPLOYMENT Model is CODE EMPLOYMENT
JOB_LOCATION Significant HOUSEHOLDS JOB_LOCATION
CODE EDUCATION_HEAD MARRIAGE
MARRIAGE EDUCATION_PARTNER INCOME
HOUSEHOLDS ROOM SCHOOL
Model 6 EDUCATION_HEAD CHILDREN
EDUCATION_PARTNER PREFERENCES
INCOME
ROOM
CHILDREN
SCHOOL
PREFERENCES
EMPLOYMENT Model is CODE EMPLOYMENT
CODE Significant HOUSEHOLDS MARRIAGE
MARRIAGE EDUCATION_HEAD INCOME
HOUSEHOLDS EDUCATION_PARTNER SCHOOL
EDUCATION_HEAD ROOM
Model 7 EDUCATION_PARTNER CHILDREN
INCOME PREFERENCES
ROOM
CHILDREN
SCHOOL
PREFERENCES
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Table 6.47(Continued)

Variables Description Significant Variables Not Significant Variables
of Model
EMPLOYMENT Model is EMPLOYMENT INCOME
CODE Significant CODE SCHOOL
HOUSEHOLDS HOUSEHOLDS
EDUCATION_HEAD EDUCATION_HEAD
EDUCATION_PARTNER EDUCATION_PARTNER
Model 8 INCOME ROOM
ROOM CHILDREN
CHILDREN PREFERENCES
SCHOOL
PREFERENCES
EMPLOYMENT Model is EMPLOYMENT INCOME
CODE Significant CODE
HOUSEHOLDS HOUSEHOLDS
EDUCATION_HEAD EDUCATION_HEAD
Model 9 EDUCATION_PARTNER EDUCATION_PARTNER
INCOME ROOM
ROOM CHILDREN
CHILDREN PREFERENCES
PREFERENCES
EMPLOYMENT Model is EMPLOYMENT PREFERENCES
CODE Significant CODE
HOUSEHOLDS HOUSEHOLDS
Model EDUCATION_HEAD EDUCATION_HEAD
10 EDUCATION_PARTNER EDUCATION_PARTNER
ROOM ROOM
CHILDREN CHILDREN
PREFERENCES
EMPLOYMENT Model is CODE EMPLOYMENT
CODE Significant EDUCATION_HEAD HOUSEHOLDS
HOUSEHOLDS EDUCATION_PARTNER
Model EDUCATION_HEAD ROOM
t EDUCATION_PARTNER CHILDREN
ROOM
CHILDREN
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Table 6.47(Continued)

Variables Description Significant Variables Not Significant Variables
of Model
EMPLOYMENT Model is CODE EMPLOYMENT
CODE Significant EDUCATION_HEAD ROOM
Model EDUCATION_HEAD EDUCATION_PARTNER CHILDREN
12 EDUCATION_PARTNER
ROOM
CHILDREN
EMPLOYMENT Model is CODE EMPLOYMENT
CODE Significant EDUCATION_HEAD
Model EDUCATION_HEAD EDUCATION_PARTNER
13 EDUCATION_PARTNER ROOM
ROOM
CODE Model is CODE EDUCATION_PARTNER
Model EDUCATION_HEAD Significant EDUCATION_HEAD ROOM
14 EDUCATION_PARTNER
ROOM
CODE Model is EDUCATION_HEAD CODE
Model EDUCATION_HEAD Significant EDUCATION_PARTNER
1 EDUCATION_PARTNER
Model CODE Model is CODE
16 EDUCATION_HEAD Significant EDUCATION_HEAD
Model CODE Model is CODE
17 Significant

In variables columnTable illustrates explanatory variables in each model. The first
model contais all possible explanatory variables which satisfy PH assumptios. T
backward regression is started with 17 explanatory variables. In each step, an
explanatory variable is @hlinated by taking into account its relevanac¢he model.

Next column provides information whether the model is statisticinificantor

not in overallscore Table shows that, all 17 models atatisticallysignificantin

overall score The following column demonstrates which variables are statistically
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significant and the next column shows variables which are not statistically

significant for each model.

Thebackward regression analysis is adliminationprocedire to test the
significance of explaatory variables. Starting out with the maximum mpdee
variable with the highegt-valueis eliminatedfor the test of significance of the
variable In the next stepthe regression isunnel for the reduced model (having
removed the variable from theaximum model), an@gain the variable with the
highestp-value for the test of significancernsmovedfrom thereducednodel This
procedures repeated for each step of the backward analyBe procedure ends
when no more variables can be removednftbe model athe relatedsignificance
level. F-test criterion in this proceduis used in this proce$s After evaluating the
Cox Regression Analysis by using Backward Stepwise Method, Modeitsen
for the study as including more explanatory vadeabin the model. The SPSS
outputs of Cox Regression Analysis in each model are represented in Appendix B at
the end of the thesis.

Table 6.48 Case Processing Summary

N Percent

Cases available in  Event 97 57.4%
analysis Censored 54 32,0%
Totd 151 89,3%

Cases dropped Cases with missina values 18 10.7%
Cases with negative time 0 0,0%
Censored cases before the earliest event in a stri 0 0,0%
Total 18 10,7%

Total 169 100.0%

a. Dependent Variable: TIME

18 http://statmaster.sdu.dk/courses/st111/module@8krtml
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Table 6.48provides case prossing summary for the extended Cox regression
model. After removing observation with missing variables (18 cases), 151 cases are
available for the analysis. Among 151 cases, there are 54 censored cases.

Table 6.49provides information about summary tsgdcs of explanatory variables
of Cox Regression Analysis and categorical definitloncategorical definition, the
control groups are denoted by 1, and the reference groups are denoted by 0.

That is,for instancethe reference category for CODE i®gp 8 because it takes the
value 0 in all cases. Cox Regression analysis provides information by changing the
control group in different analysis. For instance, the column (1) for CODE
illustrates the analysis where group 1 is the control group. Likethiseolumn (2)

provides information when the control is group 2.

Table 649. Summary Statistics of Variablesmd Categorical Definition

N 1 2 3 4 5 6 7
AGE 151
21-30 30 1 0 0 0 0
31-40 36 0 1 0 0 0
41-50 48 0 0 1 0 0
51-60 20 0 0 0 1 0
61-70 12 0 0 0 0 1
71-80 5 0 0 0 0 0
JOB LOCATION 151
Not Same 114 0
One of Them is Same 29 0 1
Both Same 8 0
EMPLOYMENT 151
Not Working 14 1
Working 96 0 1
Retired 41 0
MARRIAGE 151
0-5 30 1 0 0 0
6-10 14 0 1 0 0
11-15 21 0 0 1 0
16-20 23 0 0 0 1
More than 21 63 0 0 0 0
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Table 649 (Continued)

N 1 2 3 4 5 6 7

CHILDREN 151

0 14 1 0 0 0 0 0

1 37 0 1 0 0 0 0

2 60 0 0 1 0 0 0

3 24 0 0 0 1 0 0

4 12 0 0 0 0 1 0

5 3 0 0 0 0 0 1

6 1 0 0 0 0 0 0
EDUCATION HEAD 151

Primary 45 1 0 0

High School 52 0 1 0

University 51 0 0 1

PostGraduate 3 0 0 0
EDUCATION PARTNER 151

Primary 70 1 0 0

High School 42 0 1 0

University 37 0 0 1

PostGraduate 2 0 0 0
INCOME 151

<1000 TL 34 1 0 0 0 0 0

100211 500 TL 34 0 1 0 0 0 0

15022 000 TL 18 0 0 1 0 0 0

2 00%2 500 TL 27 0 0 0 1 0 0

250%3 000 TL 14 0 0 0 0 1 0

300%3 500 TL 7 0 0 0 0 0 1

>3 501 TL 17 0 0 0 0 0 0
CODE 151

1 37 1 0 0 0 0 0 0

2 22 0 1 0 0 0 0 0

3 21 0 0 1 0 0 0 0

4 5 0 0 0 1 0 0 0

5 10 0 0 0 0 1 0 0

6 14 0 0 0 0 0 1 0

7 33 0 0 0 0 0 0 1

8 9 0 0 0 0 0 0 0
MOBILITY 151

Within the same 29 1 0 0

Within 2,5 Km. 44 0 1 0

Within 5 Km. 22 0 0 1

Not within the Boundary 56 0 0 0
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Table 649 (Continued)

N 1 2 3 4 5 6 7
HOUSEHOLDS 151
2 27 1 0 0 0 0 0 0
3 51 0 1 0 0 0 0 0
4 47 0 0 1 0 0 0 0
5 14 0 0 0 1 0 0 0
6 7 0 0 0 0 1 0 0
7 1 0 0 0 0 0 1 0
8 1 0 0 0 0 0 0 1
9 3 0 0 0 0 0 0 0
CREDIT 151
No 105
Yes 46
ROOM 151
2+1 15 1 0 0 0 0
3+1 114 0 1 0 0 0
4+1 10 0 0 1 0 0
5+1 8 0 0 0 1 0
6+1 3 0 0 0 0 1
7+1 1 0 0 0 0 0
SCHOOL 151
No 78 1
Yes 73 0
PREFERENCES 151
Same 121 1 0 0
Lower 24 0 1 0
Better 0 0 1
Indifferent 2 0 0 0

Li kewise, the refereffe. choegdOB LEOCARGE
Sameo, for EMPLOYMENT frteetg orreideds .arfieMotrhee 1
i s reference category for MARRI AGE, an
EDUCATION_HEAD and EDUCATION_PARTNER the reference variable is
APeGrtaduat eo. For | NCOME, b5tOhle TrLeof.e riieNnocte w
t he Boundarefer escet heatregory for MOBI LI
HOUSEHOLDS i Yeso is for CREDI T, A7+10 is
SCHOOL,andfindifferen6 i s REFERENCES.
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Table 650 showsthatthe omnibus test is significant for Cox Regression Analysis.

Table 650. Omnibus Tests of Model Coefficients

o I ) Change From Change From
verall (score
Previous Step Previous Block

-2 Lo
Likelihogod Chi-square  df Sig. Chi-square df Sig. Chi-square df Sig.

658,663 88,485 59 0,008 89,684 59 0,006 89,684 59 0,006

Table 651 provides information about the estimates of variables in Cox Regression.
The analysis gives estimates odgression coefficient€orresponding to each
variable in the modelstandard erroref the estimated regression coefficients,
values (Sig.)for testng the significance of each coefficient, and hazard ratios
(Exp(B)) of the variables.

Table 651. Estimates of Variables in Cox Regression

95,0% CI for Exp(B)

B SE Wald df Sig. Exp(B) Lower Upper
T COV 0,013 0,007 3,616 1 0,057 1,013 1,000 1,027
AGE 4,737 5 0,449
AGE (1) 0,251 1,547 ,026 1 0,871 1,285 0,062 26,624
AGE (2) 0,444 1,466 ,092 1 0,762 1,559 0,088 27,596
AGE (3) 0,071 1,450 ,002 1 0,961 1,073 0,063 18,422
AGE (4) -0,743 1,429 271 1 0,603 0,476 0,029 7,828
AGE (5) -01,687 1,650 1,046 1 0,307 0,185 0,007 4,695
EMPLOYMENT 8,844 2 0,012
EMPLOYMENT (1) 2,309 0,777 8,835 1 0,003 10,060 2,195 46,097
EMPLOYMENT (2) 0,790 0,643 1,508 1 0,219 2,203 0,625 7,770
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Table 6.51(Continued)

95,0% CI
B SE Wald df Sig.  Exp(B) Lower B

JOB LOCATION 2,981 2 0,225

JOB_LOCATION (1) -1,650 0,956 2,979 1 0,084 0,192 0,029 1,251
JOB_LOCATION (2) -1,270 0,864 2,160 1 0,142 0,281 0,052 1,527
CODE 17,132 7 0,017

CODE (1) 2,921 1,354 4,651 1 0,031 18,552 1,305 263,704
CODE (2) 2,220 1,325 2,809 1 0,094 9,210 0,686 123,588
CODE (3) 0,485 1,195 0,164 1 0,685 1,624 0,156 16,903
CODE (4) 0,411 1,852 0,049 1 0,824 1,509 0,040 56,852
CODE (5) -0,826 1,748 0,223 1 0,637 0,438 0,014 13,474
CODE (6) 1,402 1,099 1,626 1 0,202 4,063 0,471 35,050
CODE (7) -0,607 0,725 0,702 1 0,402 0,545 0,132 2,255
MOBILITY 4150 3 0,246

MOBILITY (1) -1,236 0,711 3,021 1 0,082 0,290 0,072 1,171
MOBILITY (2) -0,643 0411 2,456 1 0,117 0,525 0,235 1,175
MOBILITY (3) -0,609 0,493 1,525 1 0,217 0,544 0,207 1,430
MARRIAGE 6,980 4 0,137

MARRIAGE (1) -2,262 976 5,372 1 0,020 0,104 0,015 ,705
MARRIAGE (2) -0,514 1,024 0,252 1 0,616 0,598 0,080 4,447
MARRIAGE (3) -0,423 0,802 0,278 1 0,598 0,655 0,136 3,155
MARRIAGE (4) -0,651 0,699 0,867 1 0,352 0,521 0,132 2,053
HOUSEHOLDS 19,708 7 0,006

HOUSEHOLDS (1) 0,539 1,026 0,276 1 0,599 1,714 0,230 12,800
HOUSEHOLDS (2) 2,236 1,514 2,181 1 0,140 9,360 0,481 182,108
HOUSEHOLDS (3) -0,442 1,475 0,090 1 0,765 0,643 0,036 11,585
HOUSEHOLDS (4) -1,204 1,762 0,467 1 0,494 0,300 0,009 9,476
HOUSEHOLDS (5) -0,302 1,705 0,031 1 0,859 0,739 0,026 20,914
HOUSEHOLDS (6) 2,089 1,945 1,154 1 0,283 8,080 0,179 365,644
HOUSEHOLDS (7) -5,226 235,820 0,000 1 0,982 0,005 0,000 2,887
EDUCATION HEAD 18,789 3 0,000

EDUCATION_HEAD (1) 2986 1,160 6,629 1 0,010 19,803 2,040 192,238
EDUCATION_HEAD (2) 4,444 1,102 16,272 1 0,000 85,104 9,822 737,363
EDUCATION_HEAD (3) 3,448 1,049 10,810 1 0,001 31,440 4,025 245,566
EDUCATION PARTNER 14,046 3 0,003

EDUCATION_PARTNER (1) -3,577 1,838 3,789 1 0,052 0,028 0,001 1,025
EDUCATION_PARTNER (2) -4,502 1,766 6,501 1 0,011 0,011 0,000 0,353
EDUCATION_PARTNER (3) -2,849 1,722 2,738 1 0,098 0,058 0,002 1,691
INCOME 7540 6 0,274

INCOME (1) 0,496 0,865 0,329 1 0,566 1,642 0,301 8,956
INCOME (2) 0,879 0,745 1,391 1 0,238 2,408 0,559 10,371
INCOME (3) -0,698 0,721 0,936 1 0,333 0,498 0,121 2,045
INCOME (4) 0,361 0,591 0,374 1 0,541 1,435 0,451 4,568
INCOME (5) -0,369 0,832 0,197 1 0,657 0,692 0,135 3,530
INCOME (6) -0,068 0,991 0,005 1 0,945 0,934 0,134 6,511
CREDIT -0,358 0,341 1,102 1 0,294 0,699 0,359 1,364
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Table 6.51(Continued)

95,0% CI

B SE Wald Df Sig. Exp(B) Lower B
ROOM 18,944 5 0,002
ROOM (1) -3,649 2,533 2,074 1 0,150 0,026 0,000 3,731
ROOM (2) -3,007 2,488 1,461 1 0,227 0,049 0,000 6,483
ROOM (3) -3,068 2,598 1,395 1 0,238 0,047 0,000 7,564
ROOM 4) -4,952 2,657 3,474 1 0,062 0,007 0,000 1,291
ROOM (5) -8,119 2,974 7,454 1 0,006 0,000 0,000 0,101
CHILDREN 15,787 6 0,015
CHILDREN (1) 2,490 1,980 1,582 1 0,208 12,061 0,249 583,974
CHILDREN (2) 0,722 1,598 ,204 1 0,651 2,058 0,090 47,146
CHILDREN (3) 2,043 1,433 2,034 1 0,154 7,717 0,465 127,969
CHILDREN (4) 2,805 1,410 4,217 1 0,040 18,081 1,141 286,477
CHILDREN (5) 3,144 1,738 3,274 1 0,070 23,194 0,770 698,915
CHILDREN (6) 6,265 2,171 8,328 1 0,004 526,054 7,464 37074,435
SCHOOL 0,612 0594 1,061 1 0,303 1,844 0,575 5,910
PREFERENCES 10,466 3 0,015
PREFERENCES (1) -3,095 1,120 7,640 1 0,006 0,045 0,005 0,406
PREFERENCES (2) -4,158 1,397 8,859 1 0,003 0,016 0,001 0,242
PREFERENCES (3) -1,221 1,807 0,456 1 0,499 0,295 0,009 10,189

The first column of the tabldustrates the name of independent variables. The next
coumn, B, provides the slope coefficient for the independent variabes . means
that, for every 1 unit change in timelependent variable, there is BuXit change in

the dependent variabl&@he next column labeled "SE" provides a standard error for
the slope coefficierit. The third column illustrates th&/ald estimatesvhich give

t he ni mpfahe cantribot®roof each variable in the modeie higher the
value of the estimate t he mor eitidi(Chap @004adhetcaumn df
illustrates derges of freedom. Degrees of freedom equals the number of
observations less the number of parameters estiffiaté® next columrshows the
significance of the variable. If thestatistic reported in column four is larger than

the critical value you choosler the test, the estimated coefficient is said to be

" http://en.wikibooks.org/wiki/Using_SPSS_and_PASW/Ordinary_Least_Squares_Regression

18 http://www.eviews.com/illustrated/EViews_lllustrated_Chapter_3.pdf
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istatisti cod. ExpB)ilsstraies thé Hazam ratio, and next columns are
the lower and uppdyoundaries.

As it is discussed before, the event in this analysis is the shift from temancy t
homeownership. The analysis is carried on for 95% CI for the hazard ratio (HR).

When the Hazard Ratio of the variable is equal to 1, this means that there is no

di fference between groups of the relate
event o.azavdRatio is greater than 1, the group of interest comparing to the
reference group is likely to have a shorter time to event. Last of all, having a Hazard

Ratio smaller than 1 means, the group of interest is less likely to have a shorter time

to event Chan, 2004).

In this study, wealth effectsannotbe measured directly with the data at hand. The
variable RENT is included to the analysis in order to measure whether the
probability of home purchase &ffectedfrom the current wealth of households.
However, it was droppedfrom the chosenmodel because it is not a significant
factor at the end of stepwise Cox Regression Analysiso the variable of
EMPLOYMENT_PARTNER is dropped from the analysis at the end of stepwise
backward regression for the samreason.

From Table 6.5, it is concluded that, -palues for AGE, JOB_LOCATION,
MOBILITY, MARRIAGE, INCOME, CREDIT, and SCHOOIare not statistically
significant.

Literature survey hi ghlights t he i mport
choice. Alsocalculations in Chapter 5 support these arguments. Th@hapter 5

illustrates the importance of income constraints for potential home binyers
showingthat households with monthly income less than 1 000 TL are not able to
purchase a dwelling uniih current conditions in TurkeyHowever Chapter 6

highlights an irregular mechanism for home purchaséhese households which

19 http://www.eviews.com/illustrated/EViews_lllustrated_Chapter_3.pdf
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yaps at - € t y poguisibonon loattee settlements. With thimechanism
households with less than @00 TL monthly income are able to become
homeowners of their owdwelling units. This system decreasbe importance of
family income for determing the probability of homeownershipndthe effect of
INCOME is not statistically significant in Table @.as a result o€ox Regression

Analysis.

The reason is that, calculations in Chapter 5 based on a theoretical framework. By
investigating curreninterest rates, mortgage credits, and monthly income level of
households, it shows the difficulty of shifting to homeownership in current
conditions in Turkey. As literature shows, countries like Turkey with high mortgage
interest rates and with high valateconomic environment create risky conditions

for households to purchase a dwelling. In such an environment lower income
groups are less willing to purchase a home. Up topihiist, calculations are in line

with the arguments in the literature on hagstenure choicedowever as discussed

in Chapter 4, housing market in Turkey has its own specific dynamics. Chapter 6
aims to analyze homeownership by evaluating these dynamics, and the results of the
analyses show that parameters in housing market keyurave not parallel effects

with the literature. The first difference is theicome effect is noas important am

the literature. Low income groups leaereated their own irregular gtenisms to

shift to homeownership which eliminate teféect of permanent income on housing

tenure choice.

Literature shows thatesnographic variablemay have an independent effect on
tenure choiceHenderson and loannides argue that,dge it was unclear what to
expect. Age has differing impacts at different stagafs the life-cycle
(Henderson&loannides, 1986), which couldffect the probability of
homeownershipGenerally, these variables relatethe household's stage in the life
cycle and the degree to which it is mobile or settiewtl ge is closely related tinve
wealth andthe income (Bourassa, 2000yYoung households may have difficulties

in accumulating wealth and paying for downpayment, which may decrease the
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probability of owning a home. Alsat is expected that young households are more
mobile andare kss willing to settle and purchase a home. Howewtimations in
the Table 6.3 showthat ageis not astatisticaly significantfactorin our sample
That is, there is ncignificant relation between the age of responder amel
probability of purchasig a homeOwner occupancy is already high at young ages.
In order to understand how these households have purchased thejahoosstab

between age and housing acquisition radghis illustrated in Table 6.52

Table 6.32. Housing Acquisition MethodacrosDifferent Age Groups

Housing Acquisition Methods

© 5 o o 5
L c
s £ 5 o
£ 2% 3 3 g
= = ey
£ £83 % 28 ¢
T - T £ 09 S T = w
= 0 = c 9 S o c T I
A3 A o =2 = E o c g B
o 0 o © T = e g 2 =
c c > 35 = = 8 ©
« 8 5 & 3 £ 2
- > o a < n =
3 £ a0 = e @
= =
T & S a 2 g
O © a <
21.30 Count 20 4 8 1 2 35
% 22, 7% 12,9% 23,5% 20,0% 18,2% 20,7%
31-40 Count 22 6 6 1 4 39
% 25,0% 19,4% 17,6% 20,0% 36,4% 23,1%
41-50 Count 31 10 6 2 1 50
% 35,2% 32,3% 17,6% 40,0% 9,1% 29,6%
AGE
51-60 Count 13 3 7 1 2 26
% 14,8% 9,7% 20,6% 20,0% 18,2% 15,4%
61-70 Count 2 4 6 0 1 13
% 2,3% 12,9% 17,6% 0,0% 9,1% 7, 7%
71-80 Count 0 4 1 0 1 6
% 0,0% 12,9% 2,9% 0,0% 9,1% 3,6%
Total Count 88 31 34 5 11 169
% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
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Table 6.2 shows that the most common home acquisition is purchasing from a
seller for the earliest age groufhat is HDA houses may provide good opportunity

for the younger households who want to purchase a dwelling Thé. next
common meod is purchasing from the HDA. An interesting point is that
households between the age 71 and 80, the most common housing acquisition is
Constructing Dwelling on their own Plot by Contracting with a Speculative Builder.
These households may have the opputy of constructing on their own plot by
contracting with a speculative builder after some legalization process, so they

acquire their dwelling in such old ages.

Table 6.33. Usage oHousing CrediticrosDifferent Age Groups

CREDIT
No Yes
AGE 21-30  Count 23 12
% 19,7% 23,1%
31-40 Count 28 11
% 23,9% 21,2%
41-50 Count 34 16
% 29,1% 30,8%
51-60 Count 17 9
% 14,5% 17,3%
61-70 Count 11 2
% 9,4% 3,8%
71-80 Count 4 2
% 3,4% 3,8%
Total Count 117 52
% 100% 100%

The results of Cox Regression Analysis also show that CREDIT has no significant
effect on homeownership probability as expected from the results of Chapter 5.

Chapter 5 illustrates that even long term housing credits do not proewe
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opportunities forhouseholds who are not able to purchase a dwelling because of
high interest rates in mortgage credits in Turkeyorder to define which age group
prefers to apply for housing credit the crosstab between housing credits and age is

constructed in Table B3.

The ratio ofapplying forhousing credit is most common for the age groub@.1
The ratio starts to decrease as households get atdetder age groups are less
willing to be in long term debiTable 6.2 illustrates that for the age group%-60
and 6170 housingacquisitionaspurchasing from HDAas important ratio, and for
the households aged -BD, housing acquisition as constructing dwelling on their
own plot by contracting with a speculative builderthe most common method

which mayalsodecrease the usage of housing credits.

Table 654. Usage of Housing CrediicrosDifferent Income Groups

CREDIT
No Yes
INCOME <1000 TL Count 36 2
% 31,3% 3,9%
10011500 TL Count 28 10
% 24,3% 19,6%
15012 000TL Count 14 7
% 12,2% 13,7%
2 0012 500 TL Count 1 16
% 9,6% 31,4%
2 5013 000 TL Count 14 4
% 12,2% 7,8%
30033 500 TL Count 4 s
% 3,5% 5,9%
>3 501 TL Count 8 9
% 7,0% 17,6%
Total Count 115 51
% 100% 100%
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In order to undestand which income groups prefer to apply for housing credits
Table 6.8 is constructed. Table shows that usage of housing credits is most
common for the income group 2 6@1500 TL. As expected from the results of
Chapter 5applying forhousing creditss less common for households who have
permanent income less than 1 000 TL as they would not able to repay the monthly
installments of the housing credit$hese income groupmostly constructing
dwelling on their own plot. That is, for these groups weadtfiect on

homeownership is much greater than the income and credit effect.

The permanent income of the family is the main determinant of housing démand
countries with advanced housing finance systensuch an environment, there is a
high tendency ohomeownership, and also it is possible to define a systematic
relationship between income of househol d
However this systematic relatios not visible in Turkeyas the results of the
analyses showlin Turkey, the demand for homeownership in housing is mostly
related to the wealtljespecially to the land ownershipf the family than the
curent permanent income level of househol@ike results of Cox Regression
Analysis in the second step of the study show that pegniancome level has no
statistically significant effect on homeownership probability. Turkey, although

the Mortgage Law was enacted in 2007, it cannot enable the financial market
establish effective mortgage credits as long as interest rates remgairirhfact, it

only provides some institutional arrangements on current housing financial system
in the country There are several types of mortgage credits today which provide
different repayment schedules with fixed or flexible interest rates. Howecaube

of high interest rates, the cost of mortgage debt is too fhighspecially low and
middle income groupsAnalyses show thathe ratio of using longerm housing
credits in housing acquisition is not high in Turké&he results of the survey show
that only 34,3 percent of households have used housing credits when they were
purchasing their current home&lso, 90,5 percent of total surveyed population
indicates thatpurchasing a home by the help of housing credits medea feel

like they will hawe limited flexbility in their future choices. Alsajown payment
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requirement associated with housing credit plays an important role in home

purchase particularly for young households with little accumulated weéth.

percent of total surveyed populatiowicates that down payment requirement is a

significant obstacle for them in home purchase.

Table 655 Rati o of Monthly Repayment

Income
Mortgage Debt/Income Frequency Percent
5 1 1,7
10 5 8,6
20 3 52
25 1 1,7
30 11 19,0
35 1 1,7
40 7 12,1
45 1 1,7
50 14 24,1
55 1 1,7
60 3 5,2
65 2 3,4
70 3 5,2
75 2 3.4
90 1 1,7
No Answer 2 34
Total 58 100,0

Table 6.55 indicates the rati

(0]

Amount s

of

mont hl

monthly income. 24,percent of households admit that the repayment amount per

month is 50 percent of their total monthly income. The first step of the study shows

that debt to income ratio should not exceed 36 percent. In this ratio debt for housing

should be lower than 2&prent of total income. However Table 6.55 illustrates that
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only 17,2 percent of households who used housing credits while purchasing a home
satisfies this condition. That is, the cost of mortgage credit is too high in Turkey,
and bng term housing creditdo not provide new opportunities for low income
quintiles to purchase their own homes. That is, if a household is not able to
purchase a dwelling by saving, they also are not able to borrow sufficient amount of

loan to purchase the dwelling.

Table 6.5 illustrates repayment periods of housing credits for those who used
housing credits while purchasing a dwelling unit. Table shows that the great
majority preferred to use housing credits with 5 year repayment periods. Only 12.1
percent of households prefedrtouse housing credits with repayment periods more

than 10 years. That is, long term housing credits are still not common in Turkey in

home purchase.

Table 6.56.Repayment Periods of Housing Credits

Year Frequency Percent
2 2 34
3 7 12,1
4 7 121
5 18 31,0
7 6 10,3
8 1 1,7
9 2 3,4
10 8 13,8
12 1 1,7
14 1 1,7
15 4 6,9
20 1 17
Total 58 100,0
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Table 6.57. Loan to Value Ratios of Housing Credits for Households who have

used Housing Credits while purchasing their Current Homes.

LTV Frequency Percent
20 4 6,9
30 5 8,6
40 4 6,9
45 1 1,7
50 7 12,1
55 1 1,7
60 2 3.4
65 2 3,4
70 7 12,1
75 2 3.4
80 9 15,5
90 1 1,7
100 7 12,1
No Answer 6 10,3
Total 169 100,0

Table 6.57 provides information about loan to value ratios of hgusiedits for
households who have used housing credits while purchasing their current homes. In
the first part of the study, LTV is taken as 80 percent. The table shows that also 15,5
percent of households used credit amounts which are 80 percent afubef/the
related property. However 60,3 percent of households who used housing credits
while purchasing the dwelling were able to borrow credit amounts which are lower
than 80 percent of the value of the property. An interesting point is that 12, htperce
of households indicate that they were able to borrow credit amounts which provide
all the value of the related dwelling unit. These households may have used more
than one type of consumer credits with the name of one of their relatives.

These resultsf the Cox Regression Analysis show tapplying for housing credits

has no significant effect othe probability ofhomeownershipvhich support the
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hypotheses that credit constraint is still a barrier for households who want to
purchase a home in Turkegnd mortgage credits do not significantly increase the
probability of homeownership for households.

Table 6.3 shows that there is no statistically significant effect of MOBILITY on
probability of purchasing a dwelling unit. This means houselwiefereces about
moving or staying in their pr affecttbeus nei

timing they decide to buy the dwelling unit.

Results of Cox Regressi Analysis also show that MARRIAGE has no significant
effect on the probability of shifting dm tenancy to homeownershipVhen
households get married they start to think where they live. They may decide to buy
their first home if they have sufficient equity for downpayment, or stay as tenant
until to save sufficient amount of money. Some of théforéha dwelling by a great
support from their parents. Tabled8.llustrates that a gregortion of responders

have been married less than 5 years while hagiong their current dwelling.
However there is no statistically significant relation betwedr dé marriage and

probability of shifting to homeownership.

i Amo n g fferemtedestinations that can be accessed, access to workipdaces

long been examined in studies of travel behavior. Voluminous research has
examined cris€ross commuting patterms polycentric cites. Much of the previous
researcthas assumed that commuting time and
decisions aboutvhere to live and workThus, a renewed emphasis on location
decisions is critical t@xamining the importance of aceséslity for transportation

and | and devel op men tHaveverGhe analysis in Tadle &5 2 00 8 :
illustrates that there is no statistiyal significant relation between the
JOB_LOCATION and probability of shifting to homeownership Turkey As

discussed in the previous sections of the chapter, few households admitted that

convenience of access to the workplace are one of the reasons in location choice.
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This is another different dynamic of housing market in Turkey which does not

support the angments in the literature.

Another factorwhich is not significantis SCHOOL. It is expected that households
with schoolaged children are attached the locations and they are more
immobile. However, the results of Cox Regression Analysis show thmesitno
significant effect on the probability of shifting to homeownership.

Table 651 illustrates that the-palue is 0,02 for EMPLOYMENT variable which

is statistically significant for 95% Confidence Interval. This means, the conditional
probability d shifting to homeownership is relatively and significantly related to

the employment of househaldh order to understand which groups perform better

we should look headings under the EMPLOYMENT rowe Ehategorical definition

in6.499s hows that nggbot sWohk contr ol group in
the other two groups are the reference gsodjnat is, this line in Table 6.49

il lustrates whether there is si gmupficant
and the other two groups. Similarly, EMPLONE NT ( 2) compares A
with the other two groups whether to have a shorter time to evable illustrates

that the pvalue is statistically significant for EMPLOYMENT(1), however it is not
significant for EMPLOYMENT(2). That means, there is sigm@fit relation
betweenhouseholdheadwho are not workingn a stable joband probability of
purchasing a homeThis probability is alsopositively relatedwith each other

because the Hazard Ra{iéxp (B)) of the relagéd variable is10,060 That is, the

relative probability of purchasing a home for this group is 10,06 times the
probability of other groupsThe regression coefficient @MPLOYMENT (1) is

2,309 which also support thposiive relation betweerfiNot Workingd g randu p

shifting from tenancy to dmeownershipThat is, in our samplehouseholdhead

who are not workingn a stable jobare more likely to purchase a dwellinbhe

probability of shifting to homeownership in Ankara caseelatedwith theirregular
mechanismas discussed befar8ecaus of this mechanism the importance of

income and employment effect on determining the probability of shifting to
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homeownershipdecreasesTable 658 illustrates the crosstab between housing
acquisition method and employment of household h€adle showshat there are

21 households who purchased a dwelling within 3 years and are not working in a
stablejob. 33,3 percent of these 21 households have purchased the dwelling as the
result of ownership of a land. The ratio is much smaller for households who are

working in a stable job.

Table 6.58.Housing Acquisition MethodacrossEmployment

Purchasing Dwelling from a Seller
Constructing Dwelling on their own Plot by
Contracting with a Speculative Builder
Acquisition as an Exchange of a Land
Purchasig from HDA Houses

Purchasing from HousBuilding Cooperative

Not Working Count 7 7 5 2 21
% 33,3% 33,3% 23,8% 9,5% 100,0%
Working Count 63 21 18 2 104
% 60,6% 20,2% 17,3% 1,9% 100,0%
Retired Count 18 14 11 1 44
% 40,9% 31,8% 25,0% 2,3% 100,0%
Total Count 88 42 34 5 169
% 52,1% 24,8% 20,1% 3,0% 100,0%

297



In Chapter 5, the regular mechanisms of purchasing a dwelling are investigated for
different income quintiles, and it is concluded that income constraint is an important
barrier for moshouseholds. This chapter also supports this argument by illustrating
the importance of wealth on the probability of purchasing a home. In Ankara case,
having a land provides greater opportunity of purchasing a home comparing to
having high income or hawy a regular job.That is, wealth effect on
homeownership is much important than the income effect in Turkey.

Table6.54also shows that theyalue is statistically significant for CODIn order

to understand which groups thdateon is significant weagain should look under

the subheading of CODE variable. Table shows that, the relation is significant only

for CODE (1). In this line, the control group is 1 (Tabld%. In this group there

are households who have purchased tdeielling from a sellerin one of the
locationsof Ak pénar , At a, Di k men, Huzur, Kar a
Osman Temi z, k. Cengiz Karaca, or Sokul/l
positive and significant relation between this group of households and home
purchas as the Hazard Ratio is 18,53here is no significant relation between the

probability of home purchase and other CODEs.

These findings support t h eFormhsyop bousmg si s o
provision also affect the probability of shifting fnrotenancy to homeownership for
householda

The probability of purchasing a home also statistically significant with

HOUSEHOLDS However model does not identify which gropgrformsbetter.

The probability of shiftingrom tenancy to homeownership iatsitically related to
theEDUCATION_HEAD. From Table &l9the categorical definition for Education
of HouseholdHeadcan be obtained. That,iEDUCATION_HEAD (1) in Table
6.49indicates thafiPrimaryo is the control group, and the other three groupstere t

reference group That is, this line in Table Bl illustrates whether there is
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significant difference between tH#rimary Group and the other three groups.
Similarly, EDUCATION_HEAD (2) comparesiHigh Schoob with the other three
groups whether to ka& a shorter time to event. In the next row
(EDUCATION_HEAD (3)), thecontrolgroup isiUniversityo. Table 651 illustrates
that, EDUCATION_HEAD (1), EDUCATION_HEAD (2) and
EDUCATION_HEAD (3) have significantp-values. That isthere is positive
relation between these levelof education and probability of shifting to
homeownershipln order to make a comparison Hazard Ratios of each line is
examined. Hazard Ratio is highest for the EDUCATION_HEAD (2) which means
households graduated from a high school thes highest probability to shift to
homeownership. The next highest probability is for households who graduated from
a university.Those households have shorter timeptwchasetheir own dwelling

unitsthan households who graduated from a primary school

Also the p-value is statistically significant foreducation ofpartner. Again, the
control group igiPrimaryo for the first row,fiHigh Schoob for the second row, and

i Wiversityo for the third row (obtained from the categorical definition in Table
6.49). The line of EDUCATION_PARTNER(2) shows that, the-galue is 0,01
which is statistically significant. The HR value is T]0~vhich meanghat partner
graduated from a higbchool is less likely to shift from tenancylomeownership
because @amparing ¢ the reference groups, the control group is likely to tibee

event which is shifting from tenancy to homeownership.

The probability of shifting from tenancy to homeownership is also negatively
related toROOM as evidenced by statistical significartv@lue of 0,0Q@. The
relation is significant for ROOM (5yith a corresponding Hazard Ratio of 0,914
which indicates dwelling units with 6+1 room. This means househalds
preferred to purchase a 6+1 room dwellingt delay their home purchasmtil to
afford it.
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Also Table 6.3 illustrates that gvalue is significant for CHILDREN. Households
with 3 or 5 childrenare more likely to purchase a home according to the results of

Cox Regression Analysis.

Table 6.59.PREFERENCES across Different Income Qiles

= = = = =
|:' o o o o o |:'
o o o o o —
Q o) o ) o o b 8
Pt — N N ™ ™ e o
= 4 4 & & Y [
Vv o o o o o °/’\3
o Yo} o Yo} o
— — (qV] (qV] (40}
Count 23 32 19 23 13 7 15 132
Same
% 17,4% 24,2% 14,4% 17,4% 9,8% 53% 11,4% 100,0%
Count 13 6 1 4 3 0 1 28
Lower
% 46,4% 21,4% 3,6% 14,3 10,7% ,0% 3,6% 100,0%
Count 2 0 1 0 0 0 1 4
Better
% 50,0% ,0% 25,0% ,0% ,0% ,0% 25,0% 100,0%
Count 0 0 0 0 2 0 0 2
Indifferent
% ,0% ,0% ,0% ,0% 100,0% ,0% ,0% 100,0%
Count 38 38 21 27 18 7 17 166
Total
% 229% 229% 12,7% 16,3% 10,8% 4,2% 10,2% 100,0%

The pvalue is 0,015 for PREFERENCES which is statistically significant.
PREFERENCES (1), and PREFERENCES (2) are negatively and significantly

related with the probability of purchasing a home. From theyoatal definition in
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Table6, it is found out that ASameo is the
and ALowero is the control group for PR
(1), the p value is 0,006, and the corresponding hazard ratio is 0,045, that means
households who wait to findawelling unit with similar attributes with their tastes

delay their home purchase decision until to find it. Table 6.59 illustrates that 132
households among 166 waited to find a dwelling unit until to find the one with same
attributes as they want. For ERERENCES (2), the p value is 0,003, and the
corresponding hazard ratio is 0,016. These households who bought a dwelling with

a lower attributes than their tastes also have lower chance to purchase a dwelling.

This may be the reason that, those househwdgte not sufficient resource to buy

the dwelling unit. For this reason they have less opportunity to purchase a dwelling

unit. Table 6.59 shows that 46,4 percent of households who purchased a dwelling

with lower attributes have monthly permanent incoms tean 1 000 TL.

This part of the study examines homeownership probability for recent homebuyers
by considering 5 different housing acquisition methods. However, next section
examines the probability by eliminating home acquisition as a result of land

ownership.

6.2.23. Cox Regression Analysis for Recent Homebuyers witihree Different

Housing Provision Methods

In this part of the study, the probability of shifting from tenancy to homeownership
is examined by taking into considerati@i three differert housing provision
methods: purchasing dwelling from a seller, purchasiog fHDA, andpurchasing

from housebuilding cooperativesHousing acquisition method by constructing
dwelling on their own plot by contracting with a speculative buildet acquision

as an exchange of a laateexcluded from this part of the studjye to the fact that
households do not enter directly into housing market mechanism through
contracting with a speculative builder. After excludingghtypes of provision

from the @alysis, the relatedocations where households have bought their
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dwelling units by using this acquisition method are @&sduded fronthis part of
the study. Table 61 illustrates that therare no data in the 4 5" 6™ and 8"
neighborhoododes m this part of the study.

Again in this part of the study, Cox Proportional Hazard Model is used to estimate
hazard ratios of the variables with 95 percent Confidence Interval (ClI) level in order
to examine the shift from renting to owning. All analyses carried out by using
SPSS 16.0.

Table 6.60shows the case processing summary of Cox Regression Analysis. There
are 14 cases with missing values, so 11,0 percent of the data have to be removed
due to missing observations. After cleaning for missirigrimation, there are 113

cases for the analysis. Among these data, there are 32 cases which are censored.

Table 660. Case Processing Summary forxXCBegression Analysis with three
Provision Methods

N Percent
Cases available in  Event 81 63,8%
analysis Censored 32 25,2%
Total 113 89,0%

Cases dropped Cases with missing values 14 11,0%
Cases with negative time 0 0,0%
Censored cases before the earliest event in a stri 0 0,0%
Total 14 11,0%

Total 127 100,0%

a. Dependent Variable: TIME
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Table 661 Summary Statistics of Variables and Categorical DefinifmnCox

Regression Analysis with three Housing Provision Methods

N 1 2 3 4 5 6 7
AGE 113
21-30 24 1 0 0 0 0
31-40 27 0 1 0 0 0
41-50 38 0 0 1 0 0
51-60 16 0 0 0 1 0
61-70 7 0 0 0 0 1
71-80 1 0 0 0 0 0
JOB LOCATION 113
Not Same 81 1 0
One of Them is Same 25 1
Both Same 7 0
EMPLOYMENT 113
Not Working 10 1
Working 76 0 1
Retired 27 0 0
MARRIAGE 113
0-5 24 1 0 0 0
6-10 12 0 1 0 0
11-15 17 0 0 1 0
16-20 19 0 0 0 1
More than 21 41 0 0 0 0
CHILDREN 113
0 10 1 0 0 0 0 0
1 33 0 1 0 0 0 0
2 47 0 0 1 0 0 0
3 14 0 0 0 1 0 0
4 0 0 0 0 1 0
5 0 0 0 0 0 1
6 0 0 0 0 0 0
EDUCATION HEAD 113
Primary 25 1 0 0
High School 39 0 1 0
University 46 0 0 1
PostGraduate 3 0 0 0
EDUCATION PARTNER 113
Primary 41 1 0 0
High School 36 0 1 0
University 34 0 0 1
PostGraduate 2 0 0 0
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Table 661 (Continued)

N 1 2 3 4 5 6 7
INCOME 113
<1000 TL 11 1 0 0 0 0 0
100211500 TL 25 0 1 0 0 0 0
15032 000 TL 16 0 0 1 0 0 0
2 00%2 500 TL 26 0 0 0 1 0 0
250%3 000 TL 12 0 0 0 0 1 0
300%3 500 TL 7 0 0 0 0 0 1
>3 501 TL 16 0 0 0 0 0 0
CODE 113
1 37 1 0 0
2 22 0 1 0
3 21 0 0 1
7 33 0 0 0
MOBILITY 113
Within the same 20 1 0 0
Within 2,5 Km. 37 0 1 0
Within 5 Km. 17 0 0 1
Not within the Boundary 39 0 0 0
HOUSEHOLDS 113
2 16 1 0 0 0 0 0 0
3 44 0 1 0 0 0 0 0
4 37 0 0 1 0 0 0 0
5 9 0 0 0 1 0 0 0
6 3 0 0 0 0 1 0 0
7 1 0 0 0 0 0 1 0
8 3 0 0 0 0 0 0 1
CREDIT 113
No 68 1
Yes 45 0
ROOM 113
2+1 11 1 0 0 0
3+1 86 0 1 0 0
4+1 0 0 1 0
5+1 0 0 0 1
6+1 0 0 0 0
SCHOOL 113
No 57 1
Yes 56 0
PREFERENCES 113
Same 98 1 0 0
Lower 11 0 1 0
Better 0 0 1
Indifferent 0 0 0
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Table 6.61 provides information about summary statistics of the variables and
categorical definition. A great majority dfouseholds did not work in the same
location where thewreresident. 67,3 percent of households are working in a stable
job. Most households have been married for more than 21 gednge timethey

have purchased their homes. 8,8 percent of surveyadatimm has no child. The
majority of household headhave been graduated from a university, and the
majority of household partners have been graduated from a primary school. 9,7
percent of the related surveyed population earns less than 1 000 TL per amohth
14,2 percent of the related population earns more than 3 500 TL. 34,5 percent of
sample preferred to move out of 5 km. boundary when they purchased their current
dwelling. The average household size is 3,6. 60,2 percent of the related surveyed
populdion did not use housing credit while purchasing the dwelling. The most
preferable dwelling is a 3+1 room dwelling unit by the households. Half of the
surveyed sample has schaged children. Most of the related surveyed population
waited to purchase a @hing until they find the one witthe same preferences they

wanted.

Table 6.61 also illustrates the categorical definition for the Extended Cox
Proportional Analysis. In the table, control groups are denoted by 1, and the
reference groups are denoted Byas discussed in the previous section of the

chapter.

The current residence of 32,7 percent of the related population is corresponding to

the £ group of CODE. igr oup i ncludes cases in Akpél
Karapénar, Keklli &pégn®Osenan OrfMteani 2y e K. Cer
Sokullu where households bought their dwelling units by purchasing from a seller.

19,5 percent of households bought their dwelling unit from fgrdup. In the ¥

group there are households who bought their dmweelunit from a seller in

Ker kkonakl ar . 18,6 per ceWgroupDvﬂhoHaboughtehol ds
their dwelling unit from a seller in eit

percent of cases are from th& group where households lght their dwellings
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from the HDA or from housb ui | di ng cooperatives in

e

Gayret, Kardelen, Karkéyaka, Ostim, Yeni

In Table 6.62, the omnibus tests illustrates that the model is statistically significant

with a corresponding-palue of 0,029.

Table 662. Omnibus Tests of Model Coefficienfser Cox Regression Analysis

with three Housing Provision Methods

o ¢ ) Change From Change From
verall (score
Previous Step Previous Block

-2 Lo
Likelihogod Chi-square df Sig. Chi-square df Sig. Chi-square df Sig.

518,543 74,223 53 0,029 74,177 53 0,029 74,177 53 0,029

Table 6.63 shows the results of Extended Cox Regression Analysis by considering
three housing provision methods. Table 6.63 illustrates that theonslaip between
shifting to homeownership and explanatory variables of AGE, JOB_LOCATION,
MOBILITY, MARRIAGE, INCOME, CREDIT, SCHOOL, and PREFERENCES

are not statistically significant. Unlike the results of the previous case, there is no
significant differeice between PREFERENCES and probability of shifting to

homeownership in this case.

The pvalue for EMPLOYMENT is 0,006 which is statistically significant. Like in

the previous case with five housing provision methods, also in this case there is
significant relationship between household hedw isnot workingin a stable job

and probability of purchasing a honiéhere is a increasan the importance of this

variable as the HR decreases in Tabl8.6.6
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As in previous case, also in this case there iggaifeant relation between the
probability of CODE and probability of shifting from tenancy to homeownership.
Table shows that, the relation is significant for CODE (1). In this group there are
households who have purchased their dwelling from a sell@merof the locations
Akpénar, At a, Di k men, Huzur , Karapénar,
Cengiz Karaca, or Sokullu. Table shows that there is positive and significant
relation between this group of households and home purchase as the Haweisl Rat
31,111. This means, purchasing from a seller among different housing acquisition

methods provides highest probability of shifting from tenancy to homeownership.

Table 663. Estimates of Variables in Cox Regressfmalysis with three Housing

Provision Methods

95,0% CI for Exp(B)

B SE Wald df Sig. Exp(B) Lower Upper
T COV 0,013 0,008 2,489 1 0,115 1,013 0,997 1,030
AGE 5145 5 0,398
AGE (1) 5,056 51,526 0,010 1 0,922 156,975 0,000 1,135
AGE (2) 5,090 51,524 0,010 1 0,921 162,357 0,000 1,170
AGE (3) 4,427 51,521 0,007 1 0,932 83,694 0,000 5,994
AGE (4) 3,235 51,518 0,004 1 0,950 25,407 0,000 1,807
AGE (5) 3,275 51,524 0,004 1 0,949 26,456 0,000 1,906
EMPLOYMENT 10,219 2 0,006
EMPLOYMENT (1) 2,946 0922 10,196 1 0,001 19,@2 3,119 116,006
EMPLOYMENT (2) 1,285 0,777 2,734 1 0,098 3,614 0,788 16,575
JOB LOCATION 2,320 2 0,313
JOB_LOCATION (1) -1,563 1,073 2,119 1 0,145 0,210 0,026 1,718
JOB_LOCATION (2) -1,405 0,949 2,192 1 0,139 0,245 0,038 1,576
CODE 9,772 3 0,021
CODE (1) 3,438 1,267 7,362 1 0,007 31,111 2,597 372,639
CODE (2) 2,714 1,196 5,155 1 0,023 15,096 1,449 157,225
CODE (3) 1,131 1,041 1,181 1 0,277 3,099 0,403 23,829
MOBILITY 2,035 3 0,565
MOBILITY (1) -1,225 0,886 1,910 1 0,167 0,294 0,052 1,669
MOBILITY (2) -0,408 0,442 0,850 1 0,357 0,665 0,279 1,583
MOBILITY (3) -0,186 0,531 0,122 1 0,727 0,831 0,293 2,352
MARRIAGE 6,817 4 0,146
MARRIAGE (1) -2,607 1,146 5,175 1 0,023 0,074 0,008 ,697
MARRIAGE (2) -1,506 1,123 1,797 1 0,180 0,222 0,025 2,005
MARRIAGE (3) -0,752 0,994 573 1 0,449 0,471 0,067 3,307
MARRIAGE (4) -1,141 0,904 1,593 1 0,207 0,320 0,054 1,878
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Table 6.683 (Continued)

95,0% CI for Exp(B)

B SE Wald df Sig. Exp(B) Lower B

HOUSEHOLDS 18,084 6 0,006

HOUSEHOLDS (1) -,350 1,279 0,075 1 0,784 0,705 0,057 8,634
HOUSEHOLDS (2) 1,588 1,846 0,740 1 0,390 4,894 0,131 182,498
HOUSEHOLDS (3) -1,537 1,788 0,738 1 0,390 0,215 0,006 7,161
HOUSEHOLDS (4) -1,651 1,897 0,758 1 0,384 0,192 0,005 7,894
HOUSEHOLDS (5) -3,098 2,080 2,218 1 0,136 0,045 0,001 2,663
HOUSEHOLDS (6) -0,173 2,583 0,004 1 0,947 0,841 0,005 132,927
EDUCATION HEAD 15,498 3 0,001

EDUCATION_HEAD (1) 2,543 1,235 4,237 1 0,040 12,713 1,129 143,113
EDUCATION_HEAD (2) 4,122 1,155 12,738 1 0,000 61,660 6,412 592,906
EDUCATION_HEAD (3) 3,381 1,074 9,910 1 0,002 29,390 3,582 241,170
EDUCATION PARTNER 12,693 3 0,005

EDUCATION_PARTNER  -3,628 1,945 3,481 1 0,062 0,027 0,001 1,201
EDUCATION_PARTNER -4,916 1,863 6,962 1 0,008 0,007 0,00 0,282
EDUCATION_PARTNER  -3,388 1,814 3,488 1 0,062 0,034 0,001 1,182
INCOME 5,107 6 0,530

INCOME (1) 1,421 1,012 1,974 1 0,160 4,143 0,570 30,094
INCOME (2) 0,738 0,805 0,840 1 0,359 2,092 0,432 10,142
INCOME (3) -0,332 0,816 0,166 1 0,684 0,717 0,145 3,548
INCOME (4) 0,222 0,659 0,113 1 0,736 1,248 0,343 4,538
INCOME (5) -0,200 0,891 0,050 1 0,823 0,819 0,143 4,693
INCOME (6) 0,406 1,064 0,146 1 0,703 1,501 0,187 12,069
CREDIT -0,495 0,361 1,889 1 0,169 0,609 0,301 1,235
ROOM 10,829 4 0,029

ROOM (1) -1,461 51,542 0,001 1 0,977 0,232 0,000 1,729
ROOM (2) -0,241 51,533 0,000 1 0,996 0,786 0,000 5,7603
ROOM (3) -0,412 51,540 0,000 1 0,994 0,663 0,000 4,921
ROOM (4) -2,750 51,544 0,003 1 0,957 0,064 0,000 4,782
CHILDREN 19,253 6 0,004

CHILDREN (1) 2,694 2,192 1,510 1 0,219 14,785 0,201 1,085
CHILDREN (2) 0,757 1,749 0,187 1 0,665 2,131 0,069 65,650
CHILDREN (3) 2,481 1,538 2,602 1 0,107 11,949 0,587 243,403
CHILDREN (4) 2,940 1,644 3,200 1 0,074 18,923 0,755 474,389
CHILDREN (5) 4,485 2,064 4,723 1 0,030 88,671 1,553 5,064
CHILDREN (6) 10,532 2,848 13,671 1 0,000 3,750 141,061 9,967
SCHOOL 0,110 0,654 0,028 1 0,867 1,116 0,309 4,023
PREFERENCES 7,456 3 0,059

PREFERENCES (1) -3,377 1,251 7,281 1 0,007 0,034 0,003 0,397
PREFERENCES (2) -4,246 1,742 5,944 1 0,015 0,014 0,000 0,435
PREFERENCES (3) -6,135 51,538 0,014 1 0,905 0,002 0,000 1,605
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Also, the significance of this variable has increased in this case than the previous
case because the HR increases fronp38to 31,111. In the previous case CODE

(1) is the only significant group, however in this case CODE (2) is also a significant
factor. CODE (2) indicates the case in which Group 2 is the control gidwgp.
second highest probability to shift to homeovatap is for households in Group 2.

Also households in this group have bought their dwelling units from a seller. In this
case, the |l ocation is Kéerkkonaklar. To
methods purchasing from a seller provides highesibaility to shift to

homeownership.

Again HOUSEHOLDS is significant. However the model does not show which

group performs better.

The pvalue forthe EDUCATION_HEAD is 0,0 which is statistically significant.
EDUCATION_HEAD (2) has HR 061,660with a corresponding-palue of 0,00.
EDUCATION_HEAD (3) has HR 029,390with a corresponding-palue of 0,0Q.
EDUCATION_HEAD (1) has HR of 12,713 with a correspondingatue of 0,04.
Thus, the probability of shifting to homeownership is positively andifggntly
related to theséhreevariables.Households graduated from a high schoale the
highest probabilityof shifting to homeownershighowever e significance of this
variable decreased from the previous case. The second highest probabilityés for
housdiolds graduated from university These householdse more likely to shift
from tenancy to homeownership thhouseholdhead graduated from grimary
school.

The pvalue for the EDUCATION_PARTNER is 0,005which is statistically
significant. Ca proportional hazard estimation shows that only the partners who
have graduated from a high schodDUCATION_PARTNER (2)) have a
statistically significant praluewith a corresponding HRss 0,@D7. The probability

of shifting to homeownership is also newyaly related to this variable. Partners
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who have graduated from a high school are less likely to shift from tenancy to

homeownership comparing to other three groups.

The probability of shifting from tenancy to homeownership is also negatively
related ® ROOM as evidenced by statistical significantgbue of 0,029. However,
the model does not show whigroup performs better.

Also Table 663 illustrates that jvalue is significant for CHILDREN.The
estimated hazard ratio f@HILDREN (5) is 88.671 with a corresponding-palue

of 0.080, and the estimated hazard ratio for CHILDREN (6) is 3.750 with a
corresponding {value of 0.000 Thus, the conditional probability of shifting to
homeownership ipositively and significantly related tbouseholdsizewith 4 and

5.

In contrast to previous case, there is no statistically significant relation between
PREFERENCES and probability of shifting to homeownership.

In general the results illustrate that, purchasing from a seller among all housing
acquisition methds provide the highest probability to shift from tenancy to
homeownershim related parts of Ankara

6.3. The General Evaluation on the Probability of Shifting from Tenancy to

Homeownership and Summary of Findings of the Cox Regression Analyses

Chapters aims to investigate different economic ways of purchasing a dwelling unit
in theoretical framework. Chapter 6 aims to test this framework by running out a
survey in Ankara with recent home buyers. The probability of shifting to
homeownership is investaged by taking into account of different seeiconomic
factors and different housing acquisition methodke timing of the shift is
investigated as thresults of different factors, anbet data are suitable for Cox

Proportional Hazard Model. Cox Proportal HazardModel provides information
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about duration of time when households shift from tegan homeownership. All
analyss in this part of the studgre carried out by using SPSS 16.0. The data
collected are used to constri@bx Regression Analysisontainingl9 explanatory

variables.

In order to run a Cox Regression analy#ie explanatory variables should satisfy
the Proportional Hazard Assumption. Analysghows that, variables of
FLOOR_SIZE, TYPE, and CODE do not satisfy the assumption oforopal
Hazard. Extended Cox Regression Model is used by including the variable of
CODE. However the model does not give the opportunity to indild@OR_SIZE

and TYPE into the model. AlsORENT and EMPLOYMENT_PARTNER are
dropped from the chosen model the stepwise analysis because they are not

thought as significant factors at the end of backward Cox Regression Analysis.

Two different analyses are carried with the help of Cox Regression Analysis in this
chapter. In the first one, the shift is inveated for the five different housing
acquisition methodsPurchasing Dwelling from a Seller, Constructing Dwelling

on their own Plot by Contracting with a Speculative Builder, Acquisition as an
Exchange of a Land, Purchasing from HDA, and Purchasing fromsé-Ruilding
Cooperative. In the second analysis, housing acquisition methods as Constructing
Dwelling on their own Plot by Contracting with a Speculative Builder and
Acquisition as an Exchange of a Land are excluded from the andigsie 6.64

illustrates the summary of these two models.

In bothanalysis, pvalues for AGE, JOB_LOCATION, MOBILITY, MARRIAGE,
INCOME, CREDIT, and SCHOOL are greater that 0,05 which means these factors
are not statistically significant at 95 confidence interval level.

Analyses carried out in Chapter 5 have similar findings with the literature survey in

Chapter 5.That is, it shows the importance of income and credit constraints on

tenure choice especially for lower income groupsweler as it is discussed before
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when hisprical developments of housing market in Turkey are investigated, it
shows very different background developments and dynamics. In order to evaluate
these different dynamics of housing market in Turkegearches were carried out

in different housing subarkets in Ankaraas a case studylhe researcheput
forward interesting evidences which support the uniqueness of housing market in

Turkey.

As the results of CoRegressionAnalysis shows, the first difference from the
literature is about the effect fer manent i ncome on househ
There is no statistically significant relation between permanent income and housing

tenure choice in our sample.

Chapter 5 illustrates the importance of income constraints for potential home
buyers.Results 6 calculations in Chapter 5 show that households with less than 1

000 TL monthly income are not able to purchase a dwelling by considering five
different economic ways. However, Chapter 6 illustrates that, 22 percent of total
surveyed population who havernghased a dwelling unit within 3 years in related

parts of Ankara have average income less than 1 000 TL per month. An interesting

point is that, 61 percent of these households purchased their dwelling as a result of

their ownership of a land which poings new mechanism in home purchase in

addition to five different economic methods discussed in ChapfEhi§.irregular

mechanism for home purchase isy@apat - € type of home acqui
settlements. With this mechanism, households with less th@00 TL monthly

income are able to become homeowners of their dwelling units, as they were

previously owners of squatter settlements in related parts. This system decreases the
importance of family income for determining the probability of homeoshipr

and the most effective factor on the probability of the shift from tenancy to
homeownership is househol dds wealth in ¢

housing provision method
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Table 6.64. Summary Results ofland 2° Analyses

1% Analysis

2" Analysis

Significant Variables

Change in Significance
at the end of ®
Analysis

Significant Variables

EMPLOYMENT
Positiverelation between Household
Head notworking in a stablegb
CODE
Positive relation betwednurchasing

from a Seller in
Huzur Karapénar,
¥ve-ler, Osman Te

Karaca, Sokullu

HOUSEHOLDS
Model does not identify which group
peforms better

EDUCATION_HEAD
Household Head graduated from a hi
school has the highest probability
Household Head graduated from a
university has the next highest
probability
Household Headraduated from a
primaryschoolhas the lowest
probability

EDUCATION_PARTNER
Partner graduated from a high school
shows the lowest probability

ROOM
Negative relation between 6+1 room
dwelling unit

CHILDREN
Households with 5 children have the
highest probability
Households wh 3 children have the
second highest probability

PREFERENCES
Households who want to purchase a
dwelling with similar attribtes are
more likely to delay their purchase
Households who buy a dwelling with i
lower attributes have lower chance to
shift to homeownership

EMPLOYMENT
Positive relation between Househo
Head not weking in a stable job

Increasen Significance

CODE

Positive relation betweerPurchasing Increase in Significance
froma Sell er in Akjg

Huzur Karapénar

¥ve-ler, Os man T

Karaca, Sokullu
Positive relation betweerPurchasing
from a Seller in

HOUSEHOLDS
Model does not identify which grou
performs better

EDUCATION_HEAD
Household Head graduated from a hi
school has the highest probability
Household Head graduated from a
university has the next highest
probability
Household Head graduated from
primary school has the lowest
probability

EDUCATION_PARTNER
Partner graduated from a higithool
shows the lowest probability

ROOM
Model does not identify which grou
performs better

CHILDREN
Households with 4 children have the
highest probability
Households with 5 children have tf
second highest probability

Decrease in Significanci

Decrease in Significanci

Decrease in Significanci

Decrease in Significanci

Not Significant Variables

Not Significant Variables

AGE
JOB_LOCATION
MOBILITY
MARRIAGE
INCOME
CREDIT
SCHOOL

AGE
JOB_LOCATION
MOBILITY
MARRIAGE
INCOME
CREDIT
SCHOOL
PREFERENCES
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As Table 6.64 illustrates, another insignificant factdris u s e lage.Theé éesults

of the survey show that owner occupancy is already high at youngAxgather

realt is that, households preferences about moving or staying in their previous
nei ghborhoodds boundaries do not affect

unit.

Analyses in this thesis show that date of marriage has no significant effect on the
probability of shifting from tenancy to homeownership, and there is no statistically
significant relation between the job locations of householdstladrobability of
shifting to homeownership. It is expected from the literature survey that households
with schoolaged children are attached to the locations, and they are more
immobile. However, the results of Cox Regression Analysis show that it has no
significant effect on the probability of shiftifgpm tenancyto homeownership in

this sample.These resultgprovide argumentsin contrast the findings othe

literature.

The results of Cox Regression Analysis also show that applying for housing credits
has no significant effect on homeownership probability as expected from the results
of Chapter 5. Chapter 5ah also showed that even long term housing credits do not
provide new opportunities for households to purchase a dwellingTingtreason is

that, interest rates in mortgage credits are too high to prosigeificant

opportunities for households who aimpurchase a dwelling unit Turkey.

Table 6.64 shows that there is positive relation between household head who is not
working in a stablgob and probabilityto shift to homeownership.hE relation

bet ween househol d heados af nepiftiryy tme n t
homeownership is significamats the literature suggseshowever there is a reverse
effect of what is expectedhe same discussions about permanent income also can
be repeated about this topic. As the wealth effect is greater than thesieiect in

our sample, the importance of working in a stable job decreases.
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The Cox Regression Analysis shows that among different housing acquisition
methods, purchasing from a seller provides the highest probability for households

who want to purchasa dwelling unit. Al so among different I
At a, Di k men, Huzur, Karapénar , Kekl i kpeér
Karaca, or Sokullu provide highest homeownership probabifty. discussed

above in the second part of the study, the probability oftisly from tenancy to
homeownership is examined by taking into consideration of three different housing
acquisitionmethods: purchasing dwelling from a seller, purchasing from HDA, and
purchasing from houseuilding cooperatives. After excluding two typesf

provision from the analysis, the related locations where households have bought

their dwelling units by using thesequisition methaglare also excluded from this

part of the study. That is, there are no data in thes®, 6" and &' neighborhood

codes in the secormghrt of the studyin addition to households who purchased their

dwelling from a seller in one of the locatioasAk pénar , At a, Di k me
Karapénar, Kekli kpénare, ¥ve-1ler, Os man
householdsvh o pur chased the dwelling from a

likely to purchase a dwelling in the secoodse.To sum up, among different
housing acquisition methods purchasing from a seller provitieshighest
probability for theshift from tenancyto homeownershipThese arguments support
t he hyp ot Hoens iofshousing giovisiéin also affect the probability of

shifting from tenancy to homeownership for househmlds

In the model there is significant relation betweabe probability to shiftfrom
tenancy to homeownershgnd size of householdbowever the model does not

show which group performs betterboth cases

The probability of shifting from tenancy to homeownership is positively related to
the education level of household head. Hiwdd heads graduated from a high
school has the highest probability to shift to homeownership. The next highest

probability is for households who graduated from a university. Those households
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have shorter time to purchase their own dwelling units tharsdimids who

graduated from a primary school.

Also the pvalue is statistically significant for educatitevel of partnes. Partnes
graduated from high schoateless likely to shift from tenancy to homeownership

according to the results of Cox Reggmn Analysis

The probability of shifting from tenancy to homeownership is also negatively
related to6+1 roomdwelling unitsin the first analysisThis means households who
preferred to purchase a 6+1 room dwelling unit delay their home purchalst unti
afford it. Again, in the second model the variable has significant effemtever the

analysis does not show which groups perform better.

Households with 3 06 children are more likely to purchase a home according to
the results ofthe first Cox Regression Analysisin the second model,he
conditional probability of shifting to homeownership is positively and significantly

related tchouseholds witld or 5 numbers of children.

Another result othe firstanalysis is thathouseholds who wait tanfd a dwelling

unit with similar attributes with their tastes delay their home purchase decision until
to find it which means for these households the probability of shifting to
homeownership decreaseAlso, households who bought a dwelling witbwer
amaunt of attributes than their tastes also have lower chance to purchase a dwelling.
This may be the reason that, those households have not sufficient resource to buy
the dwelling unit. For this reasptiney have less opportunity to purchase a dwelling
unit. However,Table 6.64 showsnlike the results of the previous case, there is no
significant relation between PREFERENCES and probability shifting to
homeownership in the secondse.

The clear message that comes out of this survey is that financisidemtion

dominates process of purchasing a housbeWhouseholds werasked for the
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primary reason for their decision about their current dwelling umatjseholds

indicate thathousing prices in the locatiprocation of the dwelling unit, and

physica characteristics ofthe dwelling have affected their decision while
purchasing a dwelling in that location. Among physical characteristics, $lee of

the dwelling unit has beeh he mo st significant factor
decision while purchasg a dwelling unit. Age, heisilg system and security of the

dwelling unit, amd being in a housing estate have bato determinant factsion

househol débs deci si on.

Households also indicate that physical characteristics of location like
transportatn facilities and infrastructure have bedmportant reasons while
selecting a neighborhoodIgd respondents reported so@oonomic characteristics

and cultural backgrounds of dwellers at that locataomd proximity to the CBIas
important reagns for ¢1oosing a neighborhood

As consistent with the results of Cox Regression Analfesighouseholds admitted

that convenience of reaching to relatives and friends, convenience of access to the
workplace, and th schools of their children have be#dre main criterion for

selecting a neighborhood.

These findings s up phe dadmand foraawelling ynpliferehte s e s
housing submarkets in Ankara is related with s@tonomic backgrounds of
households as well as characteristics of dwelling umitseach submarket,
fExistence of housing submarkets with highly differentiated price levels enable
households with different income to buy the preferred housing package at the
submarkets with affordable price lewe]  &lousehoids choose to buy housing
submarkets where households of similar s@donomic characteristics live,
although there may be housing alternatives with similar attribute endowments and
prices in some other submarkets. Therefore, there is high mobility between only
certain housingubmarket®. As discussed in Chapter 5, there are various housing
submarkets which havieeenhighly differentiatedby prices. Dwelling units with

very similar physical characteristiosay havevery different prices in relation to its
location and soci@onomic backgrounds of dwellers at that locatids.a result of
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this mechanismhouseholds have chance to purchase a dwelling in different
locations which increase the probability of purchasing a home for different income

groups.

6.4. Conluding Remarks

In Chapter 5, the regular mechanisms of purchasing a dwelling are investigated for
different income quintiles, and it is concluded that income constraint is an important
barrier for most householdss in line with the discussions in the literature on
housng tenure choice This chapter shows other dimensions of housing
phenomenon of housing market in Turkey which do not support the discussions on
the literature. These dimensions eliminate the importance of income effect in the
probability of homeownershimiTurkey; in fact it emphasizes the importance of
househol do sprobabilty of gurchasing & Home. In Ankara case, having

a land provides greater opportunity of purchasing a home comparing to having high

income or having a regular job.
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CHAPTER 7

CONCLUSION

This chapter summarizes the general findings of the study, and also some policy
proposals and future research areas are aimed to be formulated in this part of the
study. The main subject of the thesis is to investigate transition temancy to
homeownership based on two steps with the help of case study of Ankara in order
to make a contribution to the literature on housing tenure choice. The first step is
based on economic analysis with theoretical framework, and the second step is

based on spatial analysis to test these theoretical findings of the first step.

In the first step, it is investigated that, which households are able to shift from
tenancy to homeownership by taking into accafwealth and income constraints.
Byconsieri ng househol dsd monthly measur abl
of shifting from tenancy to homeownership are examined for different income
quintiles in the first step of the study. The analysis based on thefrdata
Households Budget Survey (formecalled Households Income and Consumption
Expenditures Surveys) from Turkish Statistical Institulthe data present

i nformation about househol dsd income an
different consumption item#cluding housing. On the basi§ saving information,

possibility of accumulating the required equity for home purchase for different
income quintiles, which are differentiated according different tenure types, are
calculated in the first part of the study in order to investigate thsilplity for
homeownership for different income groupbat is, the first step of the study seeks
answerdot he question that Awhi ch I ncome qui

from tenancy to homeownership, and which
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In this part of the study, by considering a standard 3+1 room dwelling unit in
different parts of Ankara, the variation of prices in these different locations is
identified. Different ways of shifting from tenancy to homeownership are examined

under five caseby considering these different prices of eight locatighs&(h k ay a ,
Mama k, Al téndaj, G°Il bake, Eti me)kipthe , Si nc
first case, house purchase without using housing credits or borrowing from other
individuals is investigatedT he only source of house pu
monthly savingsln the second case, house purchase by using housing credits based

on monthlyrepayment potentialsf households is examinel. this case,tiis aimed

to investigate whether long term housing credits help those households who are not

able to purchase a dwly) in the first casen the third case, again house purchase

by using housing credits is investigated; however in this case, available credit
amounts are calculated based on debt to income Tdi®forth case assumes that
households may change theirperditure behavior when they decide to make an
investment plan, and this case examines the ways of home purchase by assuming
that households limit their expendituré¥hether the possibility of purchasing a

house increases is investigated in this casethénlast one, house purchase is
investigated by assuming that saving rates of households increase 2 percent in each

year.

After investigating which income quintiles are able to achieve the shift to
homeownership, the timing of the shift from tenancy tmmbownership is
investigated by considering effects of different social and economic factors in the
second step of the study. In this part, it is aimed to figure out in which period of

their lives households make decision to shift from tenancy to homestwpdor

those who are economically able to achieve this transition. While examining the
probability of the shift from tenancy toc
on housing packages and location are investigated in this step of the study.
Househalls start to seek for dwelling units with particular bundle of attributes,
suitable location, and acquirable psc&hese investigations are also differentiated

for different housing provision methods in order to make a comparison between the
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probabilities of homeownership that different methods proviéfer this step, a
survey was <carried out i n Yeni mahall e a
survey provide information about variation of the probability of becoming
homeowners according to the forms dfefient housing provision methods. That is,

the second step of the study examines t
factors affect decision of households about tenure transition, and which period of
their l i ves househol ds r imarkeegrotph ehodreci si o
economically able to achieve this shift. In the second step of the study, also the
guestion of Ahow bundl es of housing pacl
and prices differentiate across different process of shifting lmeho wner s hi po

examined for households who decide to buy a dwelling and become homeowners.

This chapter is the spatial analysis of the issues specified theoretically in the
previous stage. Yeni mahall e and ¢ankaya
houwsing developments with different forms of provision. The list of addresses in the
survey was chosen by particularly giving attention to include housing units with
different properties and different provision metho@lee survey has include88

questions abut socieeconomic characteristics of households, characteristics of
each househol ddés dwelling unit, | ocati o
process of shifting from tenancy to homeownershlge survey was carried out for

collecting data from recdé home buyers onlyA total of 184 households were
interviewedi n Ankara (92 in Yenimahalle and 92
dwelling within the years 2008, 2009, and 2010.

In this step, Cox Proportional Hazard Model is used to identify what spéfefic
course events are important in the shift from tenancy to homership. Cox
Proportional HazardModel can provide important results to evaluate the role of
sociceconomic factors affecting the episode of housing tenure change.

Also in this step the are two cases. In the first otieg shift is investigated for the

five different housing acquisition methodBurchasing Dwelling from a Seller,
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Constructing Dwelling on their own Plot by Contracting with a Speculative
Builder, Acquisition as an Exchga of Land, Purchasing from HDA, and
Acquiring througha HouseBuilding Cooperative. In the second analysis, housing
acquisition methods of Constructing Dwelling on their own Plot by Contracting
with a Speculative Builder and Acquisition as an Exchandgeanfl are excluded
from the analysiss households do not enter housing market directly with these
methods and the regression is carried out for other three housing acquisition

methods.

General Findings of the Study

One of the results of the analysesaigout different house prices of different

locations in AnkaraPrices of a 31 room dwelling units in different locations of
Ankara are investigated in the study in
homeownershipat different locations. Even these ding units have similar

physical characteristics, average prices differ fron®@@% TL to 420000 TL. This
differentiation is caused by the location of the dwelling units. It is interesting that a
dwelling unit with similar physical characteristics miag priced at 5900 TL in

Yenikent and however it may be priced at 480 TL in Angora Evleri. There are

highly differentiated price levels in housing submasletAnkara evenf dwelling

units have similar physical characteristics. The locations with exgeensive house

pricesare Agor a Evleri, Yeél dez, Bil kent , Me bus
Konutkent, Mesakoru in Yenimahalle. The locations with lowest house prices are

30 Ajustos in Etimesgut, and Yeni-imkit,
enables households with fidgirent income to purchase housing packages with
affordable prices according to their income lsvdflowever the results of the
calculations show that there are still leincome groups winare not able to afford
housingeven in the locations witthe lowest pricesThe next purpose of the study

is to identify which income quintiles cannot afford the shift from tenancy to

homeownership and to evaluate the reasons of this failure.

322



In order to investigate the affordability of homeownership, the thegedigates

the relatioship between income, wealticcumulation and savings of households in
the process ofhifting from tenancyto homeownership. The thesis investigates
different economic ways of purchasing a dwelling unit in the first part of the,study
and it shows that households with less than 1 000 TL per month are not able to
purchase a dwelling unit in any conditions with a theoretical framework. That is, the
thesis puts forward that inconsd wealth constraints are important barriers in
homeownersip for low andmiddle income groups in Turkefter the conclusion,
then the next aim is to evaluate whether long term housing credits help these
households to afford their own homdsong term housing credits providie
greatest probability of homeowrship for households in countries witlell
developechousing credisystemsIn these countriehiousing crdits areone of the
cheapest and the most common way of house purchaséolow interest rates.
However, this mechanism in Turkeynotasfunctional asin those countries. Also
volatile economic environment withelatively higher inflation rates in Turkey
makes longerm housing credits risky fdow and middle income groupdhis
study shows that, artgage credits do not significantly increake probability of
homeownership for households who are not able to purchase a dwHflatgs, the

cost of mortgage credit is too high in Turkey, amlg term mortgageredits do not
provide new opportunities for low income quintiles to purehdsmes.If
household arenot able to purchasa dwelling by saving, thegrealsonot able to

borrow sufficient amount of loan to purchase the dwelling.

Up to this first point of the study, findings of the research in the first step have
important parallel arguents with the literature on housing tenure choice. However,
the second part of the study illustrates an irregular mechanism in housing sector in
Turkey which decreases the importance of income effect on home purchase, which
IS contrary to the vast literation housing studies.

That is first step of the thesis illustrates the importance of income constraints for

potential home buyer&esults of calculations show that households with less than
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1 000 TL monthly income are not able to purchase a dwdbjngonsidering five
different economic ways. However, the results of the surveys carried out in
Yeni mahall e and ¢ ank aijuatratevthal?h percentcoktatal h o me
surveyed population have avergggrmanenincome less than 1 000 TL per mont

An interesting point is that, 61 percent of these households purchased their dwelling
as a result of their ownership of a lamehich points a new mechanism in home
purchase in addition to five economic methods discussed in the first step of the
study. This irregular mechanism for home purchase is baiidsell type of home
acquisitionin former squatter settlements. With this mechanism, households with
less than D00 TL monthly income are able to become homeowrsershey were
previously owners of satterhousingin theselocations in Ankara. This system
decreases the importance of family incoaredetermination othe probability of

homeownership.

Another finding of the study shows different dynamics of housing sector in Turkey
as related to sodidactors. Analyses show that effects of social factors are highly
different in Turkey than the countries with rooted advanced housing system. One of
the findings of the Cox Regression Analysis supporting this different mechanism of
the housing sector inurkey is about employmenthe results of Cox Regression
Analysis show that the relation theet ween
probability of shifting to homeownership is significant. However there is a reverse
effect of what is expected as the résafl the literature survey. The probability is
positively related with household hesagho are not working in a stable job. That is,

in our sample, household heasho are not working are more likely to purchase a
dwelling. This is due to the fact that vithaeffect is greater than the income effect

in home purchase because housing system in Turkey cannot provide a well
functional haising finance systerwhich provides opportunity for households to
become homeowners with their incom@scumulation of wealthmay be due to
selling properties, including unauthorized built housing. Another factor that causes
reverse effect is about education levels of households. In the literature, it is argued

that high education level increases the probability of homeownerdbigever in
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Turkey household heads graduated from a high school have the highest probability
of becoming homeownerbtnfortunately it was not possible to trace the sources of
the wealth that creates the equity in housing purchase.

To sum up, e permaant income of the family is the main determinant of housing
demand in countries with advanced housing finance system. In such an
environment, there is a high tendency of homeownership, and also it is possible to
define a systematic relatiship between inome of households and the housing
demand (Tg¢rel, 19960b) . However this syst
the results of the analyses show. The results of Cox Regression Analyses in t
second step of the study illustrateat permanent incomevel has no statistically
significant effect on homeownership probability. In Turkey, the demand for
homeownership in housing is mostly related to the wealth (especially to the land

ownership) of the family than the permanent income level of households.

In Turkey, although the Mortgage Law was enacted in 200%stnotenablel the
establishment of ameffective mortgage credisystem yet,as interest ratestill
remain high. In fact, it only provides some institutional arrangements on current
housing fhnancial system in the countjhere are several types of mortgage credits
today which provide different repayment schedules with fixed or flexible interest
rates. However because of high interest rates, debtices aretoo high for
especially lowand middle income groupsAnalyses show that the ratio of using
long-term housing credits in housing adsjtion is not high in Turkey, and housing
credits do not provide new opportunities for homeownership for low and moderate

income groups.

Policy Proposaland Future Research Areas

The aim of the thesis is to examine the shift from tenancy to homeownership by
focusing different factors and problems affecting this shift. It is aimed to investigate

which population segments are facing housing affordakality which are not by
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taking into account of different income quintiles. It is aimed to create a perspective
for the communityds goal f o-econbnoicutrenidsn g st r
and future demand for housing.

The thesis investigate®d regula mechanisms of purchasing a dwelling unit for
different income quintilesn a theoretical frameworkand it is concluded that
income constraint is an important barrier for most householtts first part of the
study. However, a survey carried out inetBecond part of the thesis has revealed an
irregular mechanism which shows thmportance of wealth accumulation on the
probability of purchasing a hom&hat is, the outcomes from the empirical analysis
in the thesis shed light to an implicit mechanisnmwhich wealth effect dominates
income effect in home purchas€hat is, having ownership of a plot provides
greater opportunity of purchasing a home comparing to haigly income or

having a stabl@b.

By examining Turkey with the help of Ankara eas® this perspective, it is found

out that housing system in Turkey ishahly different functional system than
countries with advanced housing finance systen2004, legal proceedings on the
Mortgage Law were launched in Turkey, and the Law was ethactéebruary 21

in 2007.The findings of this study support the argument that the law is not able to
fulfill the total deficiency in this area by showing that housing credits do not offer
homeownership opportunities for let@-moderate income groups due high
interest rates in housing credits. There is an important deficiency in housing finance
system in Turkey. First time home buyers are not able to purchase a dwelling unit
unless they have accumulated sufficient amount of equity or getting suppart fr
their parents due to the deficiency in the housing finance system caused by high
interest rates. The policies produced to create solutions for this problem should
focus on eliminating the deficiencies in the housing finance system by providing
some affodable solutions for lower income households. In other words, unregulated
housing market could not create conditions for housing acquisition for motierate

lower income households.
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Turkey is a country with an active housing construction sectorhaidlevel of

output gives the indication @xcess supply ithe housingmarket Although high

levels of housing output continuesycial differences in the socielgad to much
differentiation on the demand side, which has not been adequately treated by
govenment policies. Housing built and sold by providing credits mostly to
moderateto-lower income households bblye Housing Development Administration

has about 10 per cent market share, which is much less than the share of households

that need assistancehousing acquisition.

This housing provision system without regarding social differences in the society
limits the access of different soeezonomic groups to homeownership. For this
reason, low income groups provide their own irregular mechanism &r ¢od
become homeowners in addition to regular housing provision methods. The housing
system in Turkey still takes its roots from this irregular mechanism which provides

obstacles to make estimation about housing demand and supply in Turkey.

Policies abat provision of housing for low income groups should be one of the
main agendas of the authorities. One of the solutions for these income groups, who
cannot afford a dwelling, can be the provision of social renting housing in Turkey.
The deficiency in thequalified housing stock increases the prices of houses. The
implication of social renting housing in Turkey can support the affordable housing
for low-moderate income groups, and as a consequence it can improve income
equality in the societyl he ways to sengthen the support for affordable housing by
focusing on housing needs of different groups can produce effective policies for the
main roots of the problem in housing sector in Turkdyerefore, future research
should attempt to focus on policies onfoaflable housing supply and the

applicability of social renting housing in Turkey.
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