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I. INTRODUCTION
 

This study originated from initial contacts between Government of
 
Turkey representatives at Habitat's annual meeting in 1984 and a
 
representative from AID's Office of Housing and Urban Programs (PRE/H). 
 The
 
result was a request for AID to send someone to Turkey to discuss the
 
possibilitie. of a Housing Guaranty Program. 
These discussions took place
 

in early December 1984.
 

The primary point of contact was Vahit Erdem, Director of the Housing
 
Development and Public Participation Agency (HDPPA), then less than one year
 

old. 
HDPPA's functions include the operation of a government housing fund
 
and a public participaton fund. Agreement was reached that the next step in
 
AID's process would be a Shelter Sector Assessment. Subsequently, Mr. Erdem
 
gave indications that such an approach would be acceptable.
 

Mr. Erdem visited the US in May 1985 through the auspices of USIA and
 
while in the US held further discussions with PRE/H. He indicated that in
 
addition to proceeding with the study lie 
was also interested in developing a
 
training program for his staff and in receiving technical assistance in
 
setting up a computerized planning, financial and accounting system. 
With
 
revenues for HDPPA's housing fund projected at a rato of some $500 million
 
per year, training and technical assistance are crucial. The availability
 
of PRE/H's methodology on estimating housing needs was proposed as something
 
that would be very useful in planning/programming the use of the housing
 

fund.
 

Consequently it 
was agreed that the study would concentrate on the
 
policy/institutional aspects of the government's housing program, focussing
 
on the operation of the Housing Development Fund. An assessment of housing
 
Deeds in Turkey was also undertaken as part of this study. In addition to
 
contributing to the study, the housing needs analysis was carried out with
 
the intent of laying a foundation for a future housing needs assessment
 

study that would be conducted by professionals in Turkey.
 

I.
 



Adequate time was not available in preparing this analysis to 
resolve
 
many issues that arose 
in assembling the data Eor the Study. Significant
 

revisions to these data can be expected when the results of the census
 
scheduled for October 1985 are available and as many of the working
 

estimates in this analysis are refined. At this stage, the analysis of
 
housing affordability and required investment levels should be viewed as
 

provisional. One objective was to identify professionals in Turkey Who
 

would be active in developing long term planning strategies in the housing
 
sector. These professionals would be trained to use the AID Housing Needs
 

Assessment methodology.
 

The training and technology transfer components of the work had three
 
main goals that would be served by conducting a preliminary housing needs
 
study. These were: (1) expose professionals in Turkey's housing sector to
 
the methodology; (2) to the extent possible, develop the data necessary for
 
applying the housing needs methodology; and (3) demonstrate the use of the
 

methodology and its ability to serve the needs of professionals who would be
 
involved in housing planning activities. These goals were met by conducting
 

tao seminars at the Housing Development and Public Participation
 
Administration on the preliminary housing needs analysis. 
A summary of the
 

analysis is contained in Section VIII and a detailed treatment of the work
 

in a separate volume.
 

In summary, the major factors which have shaped the scope of this
 

report are:
 

1. The primary client and point of contact in Turkey was the HDPPA's
 
Housing Development Fund. That organization's programs are aimed at
 

addressing Turkey's urban housing needs.
 

2. This emphasis by the HDF on urban housing reflects the GOT's own
 

political interests.
 

3. The World Bank has undertaken three major studies within the past
 

two years which are relevant to the housing sector in Turkey.
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a. An Urban Sector Review in 1983 

b. A Financial Sector StUdy in 1983 

c. A Housing Finance Sector Study in 1984/85. 

This study did not attempt to duplicate World Bank work but
 
incorporates by reference and, in some cases, updates. 
 The above three
 

studies should be read, however, for a cormplete picture of the urban,
 

housing and finance sectors in Turkey.
 

No attempt was made to deal with rural housing. The emphasis has been
 

on government housing policy and the impact of government's political
 

priorities on housing, institutional analysis and the analysis of housing
 
outputs relative to government policy and the institutional framework. 'The
 

study also touches on the issue of privitization in a concluding section.
 

II. SUMMARY OF FINDINGS
 

The current government in Turkey made housing a major plank on its
 

platform in the 1983 election campaign and is attempting to carry through on
 
its commitments. 
That is, housing remains a high priority of government.
 

To achieve its goals the government created the Housing Development and
 

Public Participation Agency (HDPPA) in 1984. 
The HDPPA includes the Housing
 
Development Fund (HDF) which generates revenues through earmarked taxes,
 

primarily on spirits, tobacco, imported goods, foreign travel and
 
electricity which are outside the normal government budgetary porcess.
 
Revenues are expected to run at an annual rate of $500 million.
 

Th. HDF is expected to provide a major stimulus to the economy in
 

general and, by specific stimulus to the building materials industry,
 

strengthen that industry to compete in Middle East markets. 
The Fund's
 
programs are aimed at middle and tipper middle income families in urban areas
 
because these are the people presumed to have been affected most adversely
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by an inflation rate still running between 40-50%. There is a feeling that
 
dealing with the housing problem at the above income levels will free-up
 

:o,:sing at lower income levels and also impact favorably on rental levels
 
which will also beneiit lower income families.
 

The above constitutes the major thrust of government housing policy; 
a
 
massive approach to financing formal urban middle income housing with a
 
"trickle-down" effect for the lower income.
 

The pace of urbanization inTurkey has been rapidly moving from about
 
20% of the population in 1950 to almost 50% of Turkey's 1984 population of
 
about 5) million living in cities over 20,000. About one third of this
 
urban population lives in the three cities of Istanbul, Ankara and Izmir.
 
The result has been a concomitant rapid proliferation of illegal housing
 
areas known as gecekondus. As much as 70% of the housing inAnkara, 50% in
 
Istanbul and 20% in Izmir is in gecekondu areas.
 

This housing is not squatter housing as is known in many parts of the
 
world but is of generally good construction but built without permit and
 
,itio,it intrastructure. The problem is in putting the infrastructure in at
 
a later date and the government established a Gecekondu Fund some years ago
 
to finance it. Financing has been limited to date but the Fund and its
 
functions have been transferred to the HDPPA and may be able to tap some of
 
the resources of that agency.
 

The HDF has assumed the obligations of a previous government program to
 
finance housing on a large scale and much of its expenditures to date have
 

been to complete this financing. Its new programs are primarily aimed at
 
finaticing housing in designated "mass housing areas" which are part of
 

municipalities' approved urban plans.
 

!iost new lergal urban housing being built inTurkey today is being
 
developed by building cooperatives, some isbeing built by developers and
 
some by indiviuals. All are eligible under HDF programs. Eligible houses
 
can go up to 150 sq. meters with subsidized interest rates varrying from 15%
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to 35% ,e7ending on size of the unit within designated mass housing areas
 
and loan amounts varying for TL 1,750,000 to TL 3,250,000 depending on
 
size. In the best of circumstances this would require a down payment of
 
25-50%.
 

Most Turks aspire to own their own home but middle income families feel
 
ery strongly that 100 sq. meters is the size of a home that they must
 

have. In today's urban Turkey this would generally mean an apartment of 3
 
b, rooms in a f*ve storey walk-up. Families will rent or stay with theic
 
parents until they can afford such a 
unit. There is great resistance to
 

!*ousing at less than this size.
 

There are no developers operating at present in the US style with
 
projects where the houseu are sold by model and where the developer takes
 
the risk. For the most part families with some comnon interest organize a
 
b'iJd!i~n cooperative which undertakes the role of a developer and is
 
disbanded on completion. This requires substantial up-front money by the
 

family.
 

The only barking institution that can lend for housing in Turkey today
 
is the Emlak Kredi Bank, a deposit-taking commercial bank wholly owned by
 
government. 
To date HDF's financing is being done through this institution
 

on a lean basis. The EKB will make both construction loans and individual
 
mortgage loans on the basis of funds advanced on a loan basis from IDF.
 
HDF's int nt is to interest a wide range of other commercial banks which
 

will participate in the program.
 

After one and a half years of operation the DF still appears to be
 
up,'ersta 4fed. As stated above its oper ,tions to date have consisted in
 
large part of financing programs begun under a previous law. If it is to
 
iandle a $5Mh million -'er ,'ear level of lending it will have to expand its
 
staff and fill all positions as soon as possible. As part of this, the
 
D':Pctor of the HDPPA has indicated to AID his interest in developing a
 
training program at all levels in his organization. He is also interested
 
in computerizing his financial accounting and reporting and has requested
 

assistance to this end.
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There is a need for expansion of the housing finance system. The Wlorld
 
Bank has identified the lack of a broadly-based housingl finance system as a
 
major problem in the provision of housing. The creation of the Housing
 
Development Fund could have a major impact on broadening out the system.
 

As stated above HDF will make loans to participating banks for both
 
construction lending and to on-lend for mortgages in accordance with HDF's
 
criteria. The banks will then repay HDF. As the procedures are now set
 
forth, the participating bank would be the owner of the mortgages.
 

But the program could be structured so that the long term mortgage
 
loans could be sold to IHJF and the banks could receive a fee for originating
 
and servicing these loans. The HDF in this case would be the owner of the
 
mortgages and it would be acting as a secondary financing facilitiy.
 

The next step in this process could be for HDF to package its loans and
 

sell them to other investors, either as packages of loans or as
 
mortgage-backed securities. To do this the loans would have to carry an
 
interest rate that bore some relationship to the market and the loans would
 

have to be of sufficient quality to interest investors.
 

The other area where the lF can have a major impact on the housing
 
finance system is in introducing other banks into the mortgage lending
 
process. Up until now, the goverpment programs providing financing for
 
housing have all gone through the EKB. The HDF is actively seeking other
 
participants in its program and is negotiating the rate at which it could
 

lend, in effect, the spread it would allow the participating bank betweenits
 
lending rate and the rate the bank could charge for the mortgage loans. The
 
interest on the part of banks other than EKB, however, has been spotty at
 

best.
 

The spread currently being discussed with EKB is between 2 and 3%.
 

While high by US standards; that is, to originate and service mortgages
 

where there is little risk, the intermediation costs of Turkish banks are
 
considered very high. This matter has been identified in previous World
 

Bank financial sector reports as a problem.
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In any event, active ',rnmotionof the .,articipationof other banks by
 

IDF can only serve to add some competition which should result in some
 

benefits in terms of cost and services.
 

In addition to expanded participation by the banks, the possibility and
 

need for new institutions in housing finance needs to be considered. As it
 

now stands FKB is the only institution where individuals can go for long
 
term no,-tgage loans with the exception of the Social Security Fund. Even if
 

additional banks participate in the HDF program and the government were to
 

permit them to lend for housing it is unlikely that they would engage in
 

-ortgage lending with resources they hiave raised through deposits.
 

What possibi'ity, then, exists for new institutions? EKB, with its 300
 

branches, has pretty broad coverage in the country. It is certainly
 

r-g:ried as "the houising bank". Whether people identify with the EKB is a
 

different matter. With its limited resources (the HDF program may alter
 

this) -eeand ap.ears to clearly outstrip supply even with high down payments.
 

Some sort of mutual housing finance organization along the lines of a
 

savings and loan association or building society might have some potential
 

if people were willing to save at a lower rate of interest with the
 

possibility of getting a loan eventually which they could afford. 
Even if
 
people were prepared to save at a lower rate there would still be the issue,
 

however, of where the additional long term funds were coming from since
 

presumably all savers would be seeking to finance a house. 
The IDF is,
 

nbviously, a possibility and as long as it was prepared to make available
 

long term funds at a subsidized rate such an endeavor might get off the
 

ground. If inflation were ultimately to come down then this type of an
 

institution could be able to operate.
 

Turkey is currently going through the process of decentralizing urban
 

!evel.pment ftnctions from the central government to municipalities. This
 

includes responsibilities for assembling "mass housing" areas. Except for
 
the large nunicipalities, most of tCe municipalities do not have the
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capability to carry out these Punctions. Although it was beyond the scope
 

of this study, it would appear that a program of technical assistance to
 
such ,:uiicip3lities gould be in order if they are to share in the financing
 

to be provided by the Housing Development Fund.
 

III. :;AC:GROP;D ON TURKEY 

A. General Background 

The Republic of Turkey is a country of some 296,000 square miles lying
 
;,rtly in Europe and partly in Asia. The Bosporus, the Sea of Marmara and
 

the Dardanelles, known collectively as the Turkish Straits, connect the
 

Black and Mlediterranean Seas. The coastal regions, particularly in the
 

south and west, have mild winters but winters are severe in eastern Turkey
 
wiich is mountainous with a mean elevation of 3,000 feet above sea level.
 

Winters are less severe in the western Anatolian Plateau in the central part
 

of the country where the capital, Ankara, is located.
 

GNP was an estimated $54.2 billion in 1982 and the annual growth rate
 

averaged 6% for 1970-79. Agriculture constitutes about 20% of GNP and
 

industry about 25%. State-owned or controlled enterprises account for about
 

half of aggregate industrial production. The oil crisis and heavy external
 

borrowings resulted in an economic crisis which peaked in the winter of
 

197,'--80. Inflation had reached as high as 120%.
 

The current government has reinforced and expanded an economic reform
 

program tjorked out with the IMF. However, inflation has remained high and
 
was still 50% in mid 1984 although reportedly down somewhat since then. The
 

central governent budget was approximately $8.7 billion in 1984.
 

Under the 1982 constitution there is an unicameral 400 member
 

parliament called the Grand National Assembly (GNA) with a strengthened
 

presidency. The executive branch consists of the President, the Prime
 
Minister and a Council of Ministers which is considered the Cabinet. The
 

GNA is chosen through national elections every five years.
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%t the local level, government consists of 07 provinces but the chief
 
executives of these provinces are appointed by the central governnent.
 
Local government responsibility really rests with nunicinalities and
 
villages, the former administered by the Mlinistry of the Interior and the
 
faLter by the '-Iinistry of Village Affairs.
 

Urban administration and management falls under municipalities of which
 
there are 
some 1700, around 1000 of which have over 3,000 population.
 
Current policy calls for a significant decentralizatioi of authority to the
 
municipvllities and this has major effects on the planning for housing.
 

Annex A is the most recent Background Notes on Turkey prepared by the
 
De;,artment of State and provides a ready reference to a more detailed
 
treatment of Turkey's background as well as a map of the country.
 

B. Population and Urbanization
 

A census is scheduled for October 1985. The estimated population in
 
1k.4 was alnost 50 million, 35% of Turl.ish extraction with 12% Kurdish and
 
98% of the Muslim religion. Aikara has an estimated 2.8 million people.
 
The och',r -,ajor cities are Istanbul with a population of 4.7 million, Izmir
 
on the Aegean Sea coast with almost 2 million and Adana in the southeast
 

with approximately 1.5 million.
 

Of the total population, the State Planning Organization (SPO)
 
estimates for 1984 place the urban population (those living in cities of
 
20,000 or more) at 22.7 million or 45.8% This is up from 34.4% in 1965 when
 
people living in towns of 10,000 were counted as urban. In 1950, it was
 
estimated that only about 20% of the population lived in urban areas.
 

According to te World Bank, rural to urban migration accounts for
 
about 55 to 60% of the urban growth. SPO estimates that by 1989 over half
 
of the ,people in Turkey will be living in urhan areas of 20,000 or more.
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Table 1 
URBAN AND RURAL POPIULATION DISTRIBUTION (1965-89) 

(In Mtillions) 

Total 
Census Year Population Urban! / Urban % Rural Rural % 

1965 31.4 I0.8/ 34.4 20.6 65.6 
1970 3S.6 13.7/a 38.5 21.9 61.5 
1975 

1980 

40.3 

44.7 

16.9/ -

19.6/a 

41.8 

43.9 

23.5 

25.1 

S8.2 

56.1 
1984 

1985 

49.6 

50.9 

22.7/ 

23.8/b 

45,8 

46.8 

26.9 

27.1 

54.2 

53.2 
1986 

1987 

1988 

52.3 

53.8 

55.3 

25.0/. 

26.3/ 

27 .6/ 

47.8 

48.9 

49.9 

27.3 

27.5 

27.7 

52.2 

51.1 

50.1 
1989 56.6 28.8/A 50.9 27.8 49.1 

Source: 
 State Planning Organization, Fifth Five-Year Development Plan
 
(1985-89), preliminary, Ankara, 1984.
 

/1 Up through 1980 urban population was based on towns with populations of

10,000 or more. 
After 1980 it 
was based on towns with populations of 20,000
 
or more.
 

Again, according to the World Bank, about one third of the urban
 
population in 1980 lived in the three largest cities; Istanbul, Ankara and
 
Izmir. 
This is expected to increase to over 40% by 1989. 
Otherwise the
 
urban population is distributed among a large network of major cities. 
The
 
SPO estimates that by 1989 there will be more than 50 cities with
 
populations over 100,000.
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IV. THE HOUSING SECTOR 

A. The Current Housing Stock and Conditions
 

Data on the housing sector is limited. The last study specifically
 
relating to housing was in 1966 when there was a sample survey. 
In October,
 
1985 the State Statistical Institute will do another sample survey of
 
housing but it will be done independently of the national population census
 
which will also be conducted in October.
 

The World Bank, in its Urban Sector Review in 1983, estimated the total
 
Turkish housing stock in 1980 at about 7.8 million units and the urban
 
housing stock at 3.4 million units. 
The Bank's report indicated that
 
housing conditions had improved significantly with the average urban house
 
having increased from 2.3 rooms to 2.86 between 1970 and 1980 while at the
 
same time the urban household had decreased from 5.7 to 5.2 persons. 
The
 
result was that overcrowding had eased considerably. With regards to
 
utility services, service levels improved considerably from 1970 to 1980 (%):
 

Table 2
 

1970 1980 
Urban Overall Urban Overall 

Private Kitchen 72 54 79 64 
Private toilet 80 65 85 70 
Private bathroom 58 44 69 49 
Running water 66 34 75 51 
Electricity 77 40 83 60 

Source: World Bank 
- Urban Sector Review, Oct. 28, 1983
 

Although there was significant improvement in services, piped water is
 
not available in all those houses with private kitchen, toilet and bathroom
 
and sewerage and sanitation remain very poor.
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Most new urban housing in Turkey constructed legally is in the form of
 
apartment buildings. 
These are usually two, five or ten storey buildings
 
but most are five storey walk ups. The average size of new units has been
 
gradually increasing until it is 
now around 100 square meters with three
 
bedrooms. 
 (See Section IIIB on the sociological aspects of housing).
 
According to the World Bank in its Urban Sector Review, construction
 
standards are good with 32% all brick and 55% of all construction reinforced
 

concrete frame.
 

Housing construction is either licensed or unlicensed, the former being
 
housing that has received building and occupancy permits. This means that
 
there is clear title to the land and that the building is in conformance
 
with the municipal plan. 
More recently, a new definition has been applied;
 
collective housing. 
This is housing that is built in areas designated as
 
"mass housing areas" by the city and meets certain standards of community

facilities as well as infrastructure. It has implications for financing
 
terms by the new Housing Development Fund (see later sections).
 

Unlicensed housing in urban areas 
is referred to as gecekondu housing
 
(See more detailed discussion in next section). 
 It is housing that is
 
constricted without permit on land without infrastructure services and
 
usually on land without clear title. 
Originally, gecekondu developments
 
contained housing which applied rural housing development models in
 
construction but a considerable amount of gecekondu housing today is
 
multistorey apartment buildings.
 

The World Bank's Urban Sector Review indicates that gecekondu housing
 
amounted to some one million units in 1980, about 70% of it in Istanbul,
 
Ankara and Izmir. 
In Ankara estimates place gecekondu housing at 70% of all
 
housing and in Istanbul and Izmir the figures are 50% and 20% respectively.
 

In average size there is little difference between gecekondu housing
 
and formally licensed housing and, in many cases, the quality of
 
construction is very high. 
It is not at all similar to squatter housing in
 
most parts of the world.
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B. The Housing Delivery System
 

1. Background
 

Almost all production of housing in Turkey is by the private
 
sector, either through informal means or by construction companies and
 
building contractors. Very little housing is constructed by the public
 
sector. 
 (See the following table which indicates that 
over 95% of housing
 
is constructed by the private sector).
 

Table 3: Housing Production
 

Total Private Cooper- Public 
Year Production Sector % atives I Sector % 

1975 97,431 88,662 90 7,892 8 877 2 
1976 102,110 99,024 90 9,166 9 920 1 
1977 119,409 107,065 90 10,917 9 1,427 1 
1978 120,615 107,194 89 12,148 10 1,273 1 
1979 124,297 108,484 87 13,978 11 1,835 2 
1980 139,207 123,789 89 12,056 9 3,362 2 
1981 118,778 102,648 86 12,874 11 3,256 3 
1982 115,986 94,303 81 15,826 14 4,112 4 

Source: State Planning Organization
 

The table breaks out "cooperative" housing separately. This housing is
 
constructed by "building cooperatives" who actually engage private
 
contractors. 
There are no housing developers constructing projects for sale
 
as exist in, say, the U.S. The large cooperative unions, however perform
 
some of the functions of a developer without the risk. 
Much informal or
 
illegal housing is also constructed under contract to private contractors
 
but no breakdown is available.
 

Following is a more detailed discussion of the housing delivery system.
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2. The Informal Housing Sector in Gecekondu Areas
 

In order to put the gecekondu housing situation in some perspective,
 
certain changes over approximately the past thirty years in the informal
 
housing sector in gecekondu areas are discussed. This description is based
 
on a composite of processes that have taken place in many cities in the
 
country and does not bear resemblance to any one particular location.
 

The earliest gecekondu settlers of the late 1940s and 1950s were
 
low-income relatively small nuclear families of rural origin. 
Through
 
networks of friends or relatives they would find a lot that had no prior
 
claimant on which to squat, tyically located on public land on the periphery
 
of a city. 
Since a court order was required for the government to demolish
 
an inhabited building, the goal was to get the house completed at night or
 
overnight (hence the name gecekondu, which literally means 
'put up
 
overnight') and move 
in before the authorities took note of it. This was
 
typically done by engaging a local petty contractor contacted through one's
 
social network of relatives, friends and neighbors. Construction supplies
 
would be purchased locally and the contractor and some friends or 
relatives
 
would put up the structure, often overnight. 
 Costs of labor and materials
 
were kept to a minimum by the mutual-aid system of labor supply and by
 
obtaining materials on credit or by partially getting them from one's
 
village in advance of the construction. The structure was then improved
 
incrementally as resources permitted. 
 In this early period the plentiful
 
supply of land and housing combined with the informal and often partially
 
non-monetary means of construction kept costs at a minimum. 
What cash that
 
was needed was usually generated from family wealth or by small loans from
 
family or neighbors.
 

During the 1960s and particularly after the Gecekondu Law of 1966 it
 
became clear that the government was not as hostile to gecekondu
 
construction as 
it had been in the past, and less likely to demolish such
 
homes. 
There was, as a result, less pressure to build at night, and as a
 
result buildings of a higher standard could be constructed.
 
Locally-organized teams of laborers assisting the owner continued to do the
 
building. Materials were more frequently obtained by local suppliers that
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had sprung up in the gecekondu areas. Many of these suppliers began to
 
provide easy credit or loans to those who were building. These transactions
 
were almost always carried out on the basis of personal contacts between
 
people who were from the same region or of the same sect or ethnic group or
 
the like.
 

By the 1970s the situation had begun to change. 
With the population
 
increase in cities, the movement of middle-income housing sites to the
 
periphery of the city and inflation in general, real estate values began to
 
rise rapidly. Developers and real estate brokers began to operate in these
 
areas leading to considerable land speculation and profits. 
Typically a
 
real estate broker would buy a tract of land on the outskirts of the city
 
and subdivide it into small unserviced plots which were then sold to those
 
interested in building. 
There was no legal basis to the boundaries of these
 
plots. 
They were based solely upon an agreement between the broker and the
 
purchaser. Under such circumstances it was not possible to get a building
 
permit. The home constructed was, therefore, illegal. 
 Usually labor would
 
be recruited through the informal networks described, and materials obtained
 
through the local suppliers. However, inflation had begun to lead to
 
increasing costs of these in addition to the cost of the purchase of the
 
land. The result of this was a greater dependence on family wealth,
 
possibly selling off village land, and an increasing reliance on loans. It
 
became especially difficult for a low-income family to build its own home
 
under such circumstances.
 

During this period, some of those who had built single-storey typical
 
gecekondu structures on their own land at an earlier time began to tear them
 
down and construct four or five storey apartment buildings in their place.
 
This most commonly took place in gecekondu areas close to the center of the
 
city where land values had rapidly appreciated. The buildings would be
 
built via a very common arlangement with a contractor that would allow the
 
landowner to maximize his initial small investment without investing any
 
further cash in the construction. 
Usually a 50/50 deal was arranged whereby
 
the landowner would put up the land and the contractor would be responsible
 
for the construction. 
The number of flats constructed would be divided
 
between them at some agreed upon split.
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Construction costs and quality were usually kept 
to a minimum, and the
 
provision of infrastructure and other services only supplied at 
a bare
 
minimal level. Such buildings were typically constructed without permits
 
(or eveii plans) and are the basis for th, semi-modern but uniquely
 
underdeveloped look of large parts of Turkish cities since the 1970s. 
 Large
 
numbers of labor intensive small contractors, usually of village origin,
 
appeared on the scene beginning in thus period to meet this need for
 
housing. Many of the flats constructed in this way were sold or often
 
rented to those moving into these areas, which increasingly came to resemble
 
the older parts of the city rather than traditional gecekoi)4u neighborhoods.
 

3. Building Cooperatives
 

Most new, legal urban housing being constructed in Turkey today
 
is in the form of apartment flats and most of it is being built through
 
building cooperatives. These cooperatives are not cooperatives in the U.S.
 
sense i.e., a cooperative form of ownership. 
Rather, it is a mechanism by
 
which a group of people get togethr to build their housing. Once the
 
housing is completed the cooperative disbands. That is, it is strictly a
 
buildin: device. 
 It arises out of the high down payments required to
 
finance a home in Turkey, the rising cost of construction, the difficulty
 
and expense inbuying an individual piece of land and the fact that few if
 
any developers are building housing projects where the units are
 
individually sold (see selection below on developers).
 

What happens is that a group of people, usually having some
 
relationship such as working for the same organization, being in the same
 
union or being from the same profession, get together and form a building
 
cooperative. These building cooperatives are governed by the Law No. 1163,
 
the Cooperatives Act of 1965. Building cooperatives must have, by law,
 
seven members but are usually much larger. Kent Koop, a union of
 
cooperatives (described in
more detail below and in Section VII.C., now
 
requires any coop that joins the union to have 200 members. In 1984 the
 
average size was 300 with the largest being 560 and the smallest 40.
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The first step is to locate and purchase a block of land for the
 
project. Simultaneously an architect is engaged to design the project.
 
Initial payments by the members fund this phase of the project. Long term
 
funding is sought from the Emiak Kredi Bank, the government's housing
 
finance bank (although this will be broadened under the government's new
 
program). 
 Loans are approved for individual cooperative members, not to the
 
cooperative as a unit. 
 Loans amount to only about 50% of the estimated cost
 
of the unit. iowever, bank funds do not flow until the project has reached
 
ground level with infrastructure or approximately one quarter the cost of
 

each unit.
 

After design has been completed and contract documents prepared,
 
bidding takes place and the contract is awarded to a building contractor.
 
After the project is at the ground level stage, the cooperative goes to the
 
government's Housing Development Fund (HDF) for a Certificate of
 
Conformity. 
Funds are then released by the 'TF to the participating bank
 
which makes progress payments against quantities and unit costs.
 

The disbursements are prorated to the individual members' loan accounts
 
although its not clear exactly how mortgage documents are handled or when
 
long term repayment starts. The cooperative, through its architect,
 
supervises construction. 
The bank also has an inspector.
 

Due to high inflation in Turkey, there is an escalation clause on costs
 
contained in the construction contract. Escalation is based on a
 
construction cost index maintained by the Vinistry of Public Works and
 
Resettlement. The individual will not actually know the cost of his housing
 
unit until construction is complete.
 

The Cooperatives Act, as 
stated above, requires that there be seven
 
members to create a building cooperative. Seven cooperatives can, in turn,
 
form a union of building cooperatives. The leading example of such a union
 
is Kent Koop whose operations are described in more detail in Section VI C.
 

Since the members of building cooperatives are most often not equipped
 
to -eal with the complexities of actually building a housing project, the
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cooperative often joins a cooperative union. 
There are such unions in
 
Ankara (Kent Koop), Istanbul and Izmir and Kent Koop is taking the lead in
 
establishing others. In some cases the cooperatives are assisted by a
 
building contractor to meet the requirements of forming a cooperative ard
 
designing the project but this is considered unsatisfactory because of the
 

different interests of the parties.
 

The union provides a variety of services to the individual cooperative
 
including help in assembling land, designing the project and assisting in
 
the bidding and award of the contract and in supervising construction. The
 
cooperative, through its members, pays dues to the union to carry out these
 
services. 
Thus, the union in many ways plays the role of a developer but
 
does not take any risks. It provides its services at cost of the
 

cooperatives.
 

4. Civil Service Housing
 

Because of the relatively low civil service pay scale many
 
central government ministries provide housing for their employees. 
State
 
Economic Enterprises (SEE), government-owned corporations, also provide
 

employee housing. The type of housing appears to be similar to most new
 
housing being constructed generally. That is, 100 square meter units in
 

apartment buildings.
 

Although there is supposed to be a study indicating how much
 
government housing there is and how it is distributed among the various
 
ministries, the team was unable to obtain this information. All budgets for
 
government ministries come through the SPO for approval and this includes
 
housing but housing is often buried in other line f.tems. 
 In the case of
 
SEE's, SPO's approval is more in the case of permission.
 

In most cases, ministries contract with a building contractor to
 
build a specific number of units just 
as building cooperatives do. In fact,
 
in those cases where civil servants are not provided government housing,
 
they often form a building cooperative like any other employee group. 
 In
 
some recent cases, ministries have bought entire buildings being constructed
 

by developers.
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In summary, the practice of providing housing for employees by
 
government ministries is prevalent; the actual numbers of such units was not
 
available.
 

S. Private Developers
 

There are very few private Turkish developers operating in the US
 
pattern. That is,a project where houses are sold at a firm price from
 
models as the project progresses and where the developer is at risk if costs
 
get out of hand or the houses do not sell.
 

InTurkey there are private builders but they contract to build
 
for individual building cooperatives in the manner described above and are
 
protected by escalation clauses in the contract. 
Where you do have a large
 
developer operating and it has assembled a large tract of land, cooperatives
 
are still formed with the assistance of the developer and the developer
 
risks very little up front, i.e., 
land and some site infrastructure.
 

One other form of private development takes place and it is also
 
geared to minimize the risk and the high cost of land and financing. That
 
is, the builder and the holder of a small parcel of land work out an
 
agreement whereby the builder builds an apartment building on the land and
 
the original landholder gets a percentage of the units in the building in
 
exchange for making the land available. The units are then sold or rented
 
by the original landholder and builder respectively. A similar operation
 
occurs in gecekondu areas as previously described.
 

An interview was conducted with one of the large developers whose
 
operations could be considered typical, although few in numbers. 
To put the
 
role of the private developer in some perspective it is useful to trace some
 
history of the housing market in Turkey as well as the availability of
 
finance because this bears on the operations of a developer.
 

Fifteen years ago the only source of funds for housing was
 
personal credits from the EKB and also the Social Security Fund. 
 At that
 
time, 70% of the cost of a 100 sq. meters unit could be covered by the loan
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which was based on the EKB's standard terms of 30% down payment and 20 years
 
to repay.
 

There were three approaches to housing development at that time.
 
One was to build an apartment building. This could be either by buying a
 
lot to build on or, as described above, by making an arrangement with the
 
owner of a lot to build on the lot in exchange for some portion of the
 
apartments. If the contractor had its own financing, this approach would
 
not require any other arrangements.
 

The second approach was to do a project with the help of EKB
 
financing. 
However, this meant meeting EKB's requirements, e.g. units not
 
to exceed one hundred sq. meters net. In addition, all buyers would have to
 
obtain EKB loans. The third approach and the one most widely used at the
 
time, was 
to get Social Security Fund (SSK) financing for the project. This
 
was more complicated. First, at least 20 families had to form a coop. The
 
size of the unit couldn't exceed 100 sq. meters gross (this doesn't mean the
 
common areas but itdoes include more than the covered area, e.g. balconies).
 

However, it was difficult for individuals to put together a coop,
 
handle arrangements, make agreements etc. 
 What the developer did was buy
 
(or owned) the lot, designed the building and put the coop together through
 
advertising. 
This approach saved the individual from bureaucracy, time,
 
etc. Flats in such projects were assigned by lottery. Things generally
 
worked very well under this system. With regard to financing; the borrower
 
got a 70% loan from SSK or FKB. To facilitate the down payment, the
 
developer often provided, say, 15% of the purchase price in the.form of a 2
 
or 3 year loan. The program basically served the middle class up.
 

But inflation changed things. 
Despite some adjustments by EKB,
 
SSK made no changes and the loans were inadequate. At that time business in
 
the Middle East was booming and contractors got out of the housing business
 
and did work abroad.
 

Following this, government civil service housing projects
 
provided a market for private developers. Government agencies would
 
purchase an entire apartment building for their employees. The developer
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who was interviewed had land, put together projects and made proposals to a
 
government agency to build a project.
 

All land (or most) is privately owned; that is,that which is for
 
sale. 
 A large developer such as the one interviewed buys land and develops

it,preferably land adjacent to developed land on the outskirts of the city
 
which is zoned for housing. The developer finances and builds
 
infrastructure. 
 For example, the developer interviewed is now developing a
 
project of 2000 units located 17 kUs. from Ankara. 
The land was acquired 10
 
years ago from one family in a village. It
was zoned as a housing

development area after a long three year process through the municipality.
 
The developer tien got the approval of the old Ministry of Reconstruction
 
and Settlement.
 

Since, there was no infrastructure on the land, the developer had
 
to dig wells and install a sewerage treatment plant (itwill recycle water
 
for agriculture). Financing for this phase iswith working capital loans
 
from a commercial bank. Commercial banks, other than EMB, cannot make
 
housing loans and therefore, do not make construction loans with a
 
mortgage. 
Thus, only large well capitalized developers can obtain the
 
financing needed for the initial phases of a project. 
 It is also why

projects are done with the individual putting up most of the money as
 
construction proceeds. 
 It is also why the number of private developers is
 
limited.
 

The development work on the project described has currently been
 
underway for about six years with the first block of housing units now being
 
completed. 
The project will include apartment units of 100-115 square
 
meters in high rise buildings which will sell for about TL 12 million, town
 
houses of the same size to sell in the TL 17 million range and "country"
 
houses of 125 sq. meters which will be more expensive.
 

To show how financing affects this market the maximum loan
 
through the EKB from HDF sources inTL 3.25 million (even less on a 
direct
 
EKB loan). 
 Thus, the buyer of a TL 12 million unit would need almost TL 9
 
million as a down payment. 
 As it has in the past, the developer may finance
 
a small part of the purchase price on a short term basis. 
Such housing is
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clearly not aimed at even middle income families and, as long as the down
 

payment is there, potential borrowers, no matter hoi, high their income, can
 

avail themselves of HDF low interest loans. The large developers that 
are
 

operating appear to see a sufficient market here to target their efforts on
 

this.
 

The developer interviewed provided several other examples of
 

business available to such a developer although these examples are really as
 

a contractual builder, not a developer. In one example, the pension fund of
 

a large commercial bank is investing in a 158 unit luxury (350 sq. meters)
 

apartment building for rental. Monthly rentals will be TL 650,000 (or the
 

maximum loan that the Social Security Fund will now make for a house). The
 

second example involves a contract with the Emlak Kredi Bank's development
 

subsidiary for an apartment project of 500 units in Istanbul. The largest
 

unit will be 100 sq. meters but the selling price will be at least TL 15
 

million.
 

The feeling is that more developers (building contractors) will
 

enter the market, particularly since Middle East work has dried up to a
 

large extent. This may well force developers to start looking at a lower
 

cost market. Until then, there will be a continuing use of the building
 

cooperative device where the cooperative has control over the design of the
 

project and eliminates the developer mark-up. As mentioned, the
 

cooperatives are joining a union of cooperatives such as Kent Koop which
 

will play part of the role of the developer.
 

C. The Sociological Significance of Housing
 

Owning a home has a different meaning for families in Turkey than it
 

does for those in the United States or western Europe. Turks do not readily
 

think of their homes as commodities that can be bought and sold in response
 

to changing needs as one moves through the various stages of the domestic
 

cycle. For the average urban Turk, a home is something that is bought for
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life. It is not just for oneself, but for one's family. 
 It is something
 
that one expects to hand down to one's children. When such a person finally
 
does purchase a home, the first thing he says, almost in a ritualistic
 
manner is, "I hope to God I will never have to sell this house".
 

Social life is much more family-oriented and entertainment less public
 
in Turkey than in the United States, and the home is the focal point for a
 
great many social activities. 
Though the great majority of households are
 
both relatively small and nuclear in structure in cities in Turkey (and
 
becoming increasingly so), 
it is very common for relatives to live in close
 
proximity to each other and to socialize very frequently, for guests to
 
visit and stay over for considerable periods of time, and for elderly
 
parents to move in with their married children in their later years. 
When
 
urban Turks think about the way they will be using their homes, particuarly
 
about the size home they would like to purchase, they keep many of these
 
factors in mind. Since they believe that they are buying the one home they
 
will keep for the rest of their life and that they will pass it on to their
 
children, they attempt to obtain the maximum size necessary for their full
 
life-cycle needs.
 

A three bedroom 100 sq. meters flat seems to be the agreed-upon minimum
 
standard that builders have been building in recent years to respond to this
 
kind of market. Though gecekondu homes are smaller on the average (about 65
 
sq. meters), traditionally their size could be adjusted incrementally to
 
meet changing household needs, something not possible in an apartment flat.
 
The appropriate size home for an urban Turkish family is 
an issue that has
 
been debated in major public and private institutions and in the press.
 
Though some argue for smaller flats given the decreasing affordability of
 
larger ones for many families, most of the opinion seems to lean toward
 

larger units.
 

The maximum size unit that could be funded under the 1981 Mass Housing
 
Law was 100 sq. meters. There was much criticism of that. It was raised to
 
150 sq. meters under the 1984 law with only relatively minor disincentives
 
for the larger units. Major contractors considering entering the housing
 
market in Turkey have in recent newspaper article announced that a unit of
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80-100 sq. meters is ideally suited to the Turkish family. The basis for
 
that statement is not clear but builders currently seen to have fixed on 100
 
sq. meters as 
the de facto solution to the problem. At a large housing
 
project presently under construction by a number of cooperatives on the
 
outskirts of Ankara, approximately 85% of all units are 100 sq. meters; the
 
remaininig 15% 
are 35 sq. meters. Private developers claim that there is 
no
 

demand for smaller units.
 

The Fifth Five Year Plan is, however, critical of increasing unit sizes
 
(which rose from 
90 sq. meters in 1970 to over 100 sq. meters in recent
 
years), yet the construction of large homes is not effectively discouraged
 
through the lending policy of the new Housing Development F;ind established
 
under the 1984 M!ass Housing Law. In the final analysis it may be market
 
forces that bear the greatest weight as high costs per unit negatively
 
affect affordability and eventually lead to adjustments in tastes of people
 

in Turkey.
 

D. Chanoaes in the Ho usinq 'Market 

The period from the early 1960s to the late 1970s witnessed significant
 
investments in real estate and housing in Turkey despite the encouragement
 
of investment in other sectors by the State Planning Organization. Low
 
interest rates, a weak capital market, and a lack of confidence in the
 
banking system in general supported older and deeply-rooted tendencies of
 
people to 
invest in land and housing. This was true for the middle-classes
 
as well as for the newly arrived rural migrants to the cities. The
 
proportion of the total population in urban areas jumped from 18.5 percent
 
in 1950 to 46 percent in 1984. However, by the late 1970s the housing
 
market had begun to deteriorate. 
Between 1978 and 1982 total investments in
 
housing in the country dropped from 432.6 billion TL to 270.4 billion TL
 
(Developments Preceeding the Fifth Five year Plan, SPO: 
 Ankara, 1985, Table
 

439, p. 434).
 

During those years a policy of significantly higher interest rates
 
began to draw an appreciable flow of investments from the housing sector
 
into banks and other investment institutions. kt the same time high and
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rapidly increasing rates of inflation resulted in construction costs that
 
were prohibitive and unpredictable. The cost of housing began to exceed the
 
means o 
many families, and increased the trend toward rental housing in
 
Turkey, which rose from about 20% 
of all families in 1970 to 35% 
in 1980.
 
The 'igh rate of inflation and a decreasing supply of housing LO meet the
 
rapid pace of urbanization also led to increasingly unmanageable rents (and
 
heatin- costs) for those on low or fixed incomes in the cities. 
 In the
 
gecekondu housing areas on the peripheries of the cities, the late 1970s 
saw
 
increasing land speculation, the end result of which drove land costs up and
 
reduced the option of cheap plots for all but the most inaccessable sites.
 
These events, combined with the skyrocketing costs of construction
 
materials, considerably increased the cost of building a gecekondu home.
 
The result was to 
transform a larger percentage of lower- income urbanities
 
into tenants rather than home-owners.
 

Despite the many factors that are relevant in forecasting housing
 
demand, including demographic variables, income, employment, the
 
availability of credit, and the price of housing, lack of data have forced
 
the State Planning Organization to base its housing demand projections
 
almost exclusively upon demographic factors. 
SPO determines an annual
 
"need" for housing by estimating the growth in the number of urban families,
 
the ave:age household size and the annual number of housing replacement
 
units that will be required. 
For the Fifth Five-Year Plan (198S-89), the
 
parameters used by the SPO are an urban family base of 22.7 million in 1984
 
and an average household size of 4.56 person. In addition, 1.67% of the
 
urban housing stock existing in 1984 (or roughly 100,000 units) is assumed
 
to be replaced annually over the Fifth Plan Period.
 

Over the next five years, Turkey's housing sector is faced with a
 
serious problem of building enough housing to accommodate the country's
 
growing population and urbanization rates (estimated at 2.3% and 4.3%,
 
respectively). 
 By 1989 it is expected that 51% of the population will be
 
living in urban areas of 20,000 or larger. The Fifth Plan anticipates that
 
nearly 2 million new dwelling units will be required, but only 1.2 million
 
units will be built legally with adequate infrastructure. Much of the
 
800,000 unit shortage in legal housing will be met by the construction of
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informal housing not conforming to building codes. In view of past
 
experience, the Fifth Plan's estimate of a shortage of legally-built housing
 
appears to be generally in Line with what has occurred in the past and,
 
consequently, the number of informal, illegal housing units estimated to be
 
built in the next five years is considerable.
 

Table 4 details the historical supply and demand for housing under four
 
previous five-year plans covering two decades. 
Under the First Plan Period
 
(1963-67), 
the "excess" demand for housing, based on demographic need and
 
replacement hosuing required, was either 137,000 or 293,000, depending upon
 
whether building permits or occupancy permits issued are considered the
 
supply of legal housing coming onto the market in that year. 
By the end of
 
the Fourth Plan Period (1978-83) the excess demand had grown to 305,000 or
 
738,000 units, respectively. 
New building permits and occupancy permits are
 
a proxy for the supply of new housing that conforms to building codes and
 
have public infrastructure such as water, sewerage, paved streets, etc. 
The
 
difference between permits issued and the "need" for housing was covered by
 
a large but unkno-,M amount of new housing construction that did not conform
 
to building codes. 
 Clearly, on the basis of demographic need, Turkey's
 
shortage of legal housing has been getting worse over the years.
 

Another indicator of the lagging supply of housing in Turkey is given
 
in Table 5. 
Over the past six years, the annual addition to residential
 
floor area has been virtually constant although the nominal value of
 
residencial construction has increased almost three fold. 
Of three cities
 
surveyed, Istanbul, Ankara and Izmir, only Istanbul experienced a sharp
 
decline in the annual addition to residential floor area which probably
 
indicates a substantial increase in illegal building. 
In 1983, the average
 
size for a house in the formal sector was nearly 74 square meters and cost
 
approximately TL 1.36 million. 
In 1984, the same size house is estimated to
 
cost about TL 2.96 million.
 

Over the 1984-88 period (which is one year earlier than the Fifth Plan
 
Period (1985-89) the SPO estimated that 492,000 housing units will be
 
required for Ankara, Istanbul and Izmir (see Table 6). 
 Although these three
 
cities had 21% 
of the nation's population, according to the 1980
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Table 4 SUPPLY AND DEMAND FOR HOUSING UNDER PREVIOUS FIVE-YEAR PLANS
 

Building Occupancy 
Permits Permits Housing Unsatisfied Unsatisfied 
Issued fssued Need "Need" "Need" 

Year (1) (2) (3) (3)-(1) (3)-(2) 

1963 
1964 
1965 
1966 
1967 

58,748 
60,754 
80,461 
91,138 
99,373 

N.A. 
1.4,343 
32,614 
40,973 
50,282 

95,936 
100,000 
105,000 
110,000 
116,611 

37,188 
39,246 
24,539 
18,862 
17,238 

N.A. 
85,657 
72,368 
69,027 
66,329 

Total First 
Plan Period 390,474 138,212 527,547 137,073 293,381 

1968 
1969 
1970 
1971 
1972 

110,263 
132,066 
154,825 
150,357 
165,983 

62,910 
65,216 
71,589 
72,816 

.88231 

112,800 
145,500 
155,400 
166,000 
177,000 

2,537 
13,434 

575 
15,643 
11,017 

49,890 
80,284 
83,811 
93,184 
88,769 

Total Secon 
Plan Period 713,494 360,762 756,700 43,206 395,938 

1973 
1974 
1975 
1976 
1977 

194,918 
161.047 
181,685 
224,583 
216,128 

96,163 
84,199 
97,431 

102,110 
119,409 

184,000 
202,000 
213,000 
231,000 
244,000 

-10,918 
40,953 
31,315 
6,417 

27,872 

87,837 
117,801 
115,569 
128,890 
124,591 

Total Third 
Plan Period 978,361 499,213 1,074,000 95,639 574,688 

1978 
1979 
1980 
1981 
1982 
1983 

237,097 
252,846 
203,989 
144,394 
160,078 
168,789 

120,615 
124,297 
139,207 
118,778 
115,986 
115,508 

232,050 
192,641 
230,460 
250,143 
269,544 
297,677 

-5,047 
-60,205 
26,471 

105,749 
109,466 
128,888 

111,435 
68,344 
91,253 

131,365 
153,558 
182,169 

Total Fourth 
Period Plan 1,167,193 734,391 1,472,515 305,322 738,124 

Source: State Planning Organization.
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Table -.5 

Area and Value of New Residential Construction1
 

Total 
Country 1979 


Floor area
 
(millions of m2) 12.5 


Value (billions TL) 64.5 


Ankara
 

Floor Area (millions
 
of m2) 1.2 


Value (billions of TL) 6.4 


Istanbul
 

Floor Area (millions
 
of m2) 2.4 


Value (billions of TL) 12.8 


Izmir
 

Floor Area (millions
 
of m2) 1.2 


Value (billions of TL) 6.3 


IAccording to Occupancy permits.
2First eight months annualized.
 

1980 


13.9 


116.7 


1.2 


11.1 


2.8 


25.5 


1.3 


10.3 


1981 


12.1 


131.8 


1.4 


16.6 


1.1 


12.9 


1.2 


12.7 


1982 1983 19842 

12.2 12.3 10.8 

161.3 228.7 279.3 

1.3 1.3 N.A. 

19.3 27.0 N.A. 

.94 .86 N.A. 

14.3 17.1 N.A. 

1.2 1.2 N.A. 

15.1 22.2 N.A. 

Source: State Statistical Institute, preliminary data. 
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Table
 

Estimated Demand fo: Urban Housing Units in Three Principal Cities
 
Over Fifth Five-Year Plan (1984-88)
 

Year 
Estimated Housing 
Demand, Ankara 

Estimated Housing 
Demand, Istanbul 

Estimated Housing 
Demand, Ismir Total 

1984 21,197 53,813 14,843 89,853 

1985 22,069 56,374 15,518 93,961 
1986 22,976 58,922 16,223 98,121 

1987 23,920 61,632 16,961 102,513 
1988 24,902 64,466 17,733 107,101 

Total 115,064 295,207 87,278 
 491,549
 

Source: SPO, Commission of Housing Experts, Housing Demand 
- Sub-Commission 
Report, Fifth Five-Year Plan, October, 1983, Ankara. 
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census, they will require 25% of the estimated need for housing over the
 
1984-88 period. The relatively greater need for housing 
in the these three
 
cities, especially in Istanbul and Izmir, 
seems to be based on faster
 
population growth rates and on higher population densities than prevail
 

elsewhere in the country.
1
 

An important ingredient in housing demand is Turkish society's apparent
 
high preference for homeownership. 
The latest data available on home tenure
 
show a national average of 81% of the nearly 7 million households in the
 
1975 census were recorded as "not paying rent" which implies a high degree
 
of homeownership. Moreover, the percentage of "not paying rent" rose with
 
family size from 72% for households with four or less persons, 85% for
 
household size between 5 and 8 individuals, and 93% for households with 9 or
 
more members. Also, not surprisingly, more than 90% of those households
 
recorded as "paying rent" were congregated in the lower one-third of
 
monthly 
 rent values, suggesting that non-homeownership is concentrated
 

among lower incomes.
 

The percentage of homeownership has probably declined since the 1975
 
census as household size is declining due to increasing urbanization.
 
Moreover, although new surveys are not available, the 1975 census data also
 
suggest that smaller household size probably means less homeownership due to
 
fewer income earners per family. In 1975, household size was roughly 5.8
 
persons and almost 42% of all households resided in urban areas 
(see Tables
 
6&7). In 1980, Turkey's average household had 5.2 persons and 44% of all
 
families lived in urban areas. 
 In 1984, the State Planning Organization
 
estimates that household size had fallen to about 4.56 persons and nearly
 
46% of all Turkish households resided in urban areas.
 

1 State Institute of Statistics, 1983, Statistical Yearbook of Turkey,
 

Tables 25 & 26.
 

2 SIS, 1983 Statistical Yearbook of Turkey, page 77.
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V. THE GOVERNMENTAL FRAMEWORK FOR HOUSING
 

A. The Political Significance of Housin, on Policy
 

Since the late 1970s housing has become a social and political issue of
 
major proportions in Turkey. 
The passage of the nations's first mass
 
housing law in 1981, of another mass housing law in 1984 superceding the
 
calli, ojte, crion of d
he Housing Development Fund (HDF) to be
 
administered by a new agency, the Housing Development and Public
 
Participation Administration (HDPPA) in the same year, and the passage of a
 
new planning law in 1985 as well as a major reorganization of most
 
governmental institutions both at the national and local level that deal
 
with planning and nousing are among the most visible signs of this issue.
 

There are two related aspects to the housing problem that were felt
 
with increasing poignancy from the late 1970s on in Turkey. 
One has to do
 
with a major slump in the housing sector in general during those years, thie
 
other with the increasing difficulties that many families in urban areas had
 
begun to experience in providing for their housing needs. 
The issue reached
 
such proportions that the Motherland Party, the party presently in power in
 
Turkey, made housing a major plank on its platform in the 1983 election
 
campaign. The crisis in housing was perceived as part of the general
 
economic and social malaise that 
a very broadly-defined "middle-class"
 
(composed of white-collar workers as well as artisans, small shopkeepers and
 
businessmen, skilled workers, etc.) was facing during those years. 
The
 
Motherland party won the election with its support largely resting on that
 
"middle" class. 
 It is not entirely possible to understand the great
 
emphasis on the needs of the middle-class by the HDPPA if one does not see
 
it within this political context.
 

On June 10th 1984, the newspaper Gunes quoted the president of the
 
HDPPA as 
saying, "Our goal is to make the middle class homeowers, not the
 
rich." 
 The demand for housing among that class appears to be very high, as
 
witnessed by the great interest shown in joining the housing cooperatives
 
(which are basically middle-class ventures) throughout the country. 
Within
 
four days of placing an advertisement in the major national newspapers on
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August 28, 1985 the new Buyuk Sehir Cooperative in Istanbul (in reality
 
representing large developer interests) had received applications from
 
approximately 18,000 families for housing. 
The applications included
 
substantial downpayments. There is a commonly he .d view, both in and out of
 
government, that the housing problem (other than in relation to
 
infrastructure) of most low-income families in gecekondu (unlicensed)
 
settlement areas has basically been solved by self-help methods, and that
 
these famiIIies 
are by and large fairly well provided for. Further, that the
 
significant provision of housing for middle income families will indeed have
 
a "trickle-down" effect for the lower income people.
 

Given the inability of the government to significantly reduce inflation
 
(which was 52% in 1984) until recently or unemployment (estimated at 
19% at
 
present) since the time of the election, the political import of solving the
 
housing problem has become even greater. The perceived multiplier effects
 
of a revitalized housing sector on employment and on the economy in general
 
are 
important political components of this issue. In general, the
 
government views housing construction as 
a major factor in promoting
 

economic development and social welfare.
 

B. The Development Plans and Housing Policy (1961-1985)
 

The 1961 Turkish constitution calls for the state to "take appropriate
 
measures to provide housing in accordance with the health needs of poor and
 
low-income families." It was during the first Five Year Plan period
 
(1963-1968) that the state for the first time attempted to view housing
 
within the framework of total national development. In general, however,
 
investment in housing was viewed as economically unproductive and ceilings
 
were placed on housing production. 
The goal during this period was to
 
produce larger numbers of smaller and less expensive units without
 
increasing actual investments by encouraging the construction of mass (or
 
social, as it was then called) housing either through direct public
 
investment or through loans by the Emlak Kredi Bank (EKB), the government's
 
wholly-owned housing bank, and the Social Security Agency.
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The policy was not, however, very effective. During that period the
 
percentage of housing constructed with public investments or loans subject
 
to the social housing regulations did not exceed 10%. 
 Most housing was
 
constructed without public funds and unit size was often quite large. 
The
 
investment in housing exceeded the ceiling of 20% of total investments that
 

had been set.
 

The first Five Year Plan set out three major objectives with regard to
 
the gecekondu problem: 
 a) solving tenure problems and upgrading
 
infrastructure in existing gecekondu areas, b) clearan-r 
 of certain
 
gecekondu areas, and c) gecekondu prevention. The latter had two basic
 
components to it: a) the development of measures to gear urban migration to
 
urban employment opportunities, b) the construction of mass housing as a way
 
of absorbing the demand for new gecekondus. The Gecekondu Law of 1966 is 
a
 
product of that thinking.
 

During the second Five Year Plan (1968-73) period the housing
 
investment ceiling was lowered to 17.9%. 
At the end of the period, however,
 
investments in housing had reached 20.1%. 
 During the second Five Year Plan
 
period the state saw itself largely in the role of regulator of the housing
 
market and not as an investor. As was true during the first Five Year Plan,
 
it played this role in particular through tha provision of mortgage loans by
 
the Emlak Kredi Bank and the Social Security Agency. Policy with regard to
 
gecekondu housing was not 
radically different than in the first Five Year
 
Plan, with greater emphasis placcd on prevention, on self-help, and on
 
solving tenure problems.
 

The approach during the third Five Year Plan period (1973-1978)
 
resembles that of the first two plans. 
A ceiling for investments in housing
 
was set at 
15.7%, but at the end of the period actual investments were
 
17.9%. 
 In this plan a greater emphasis was placed upon the need for public
 
resources to be invested in mass housing than had been the case in the
 
previous two plans. It 
was also during this period that, for the first time
 
in Turkey, provision was to be made for the designation of mass housing
 
areas in urban settlement plans. 
The third Five Year Plan is largely silent
 
on the topic of gecekondus.
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The fourth Five Year Plan (1978-1983) continues most of the same
 
policies of the earlier plans. 
 In particular, it calls for measures to be
 
taken to prevent land speculation in the cities, for increasing
 
infrastructural investments in gecekondu areas, the development of
 
appropriate technologies for mass housing production and, in general, for
 
the encouragement of investments in
mass housing. A number of regulations
 
were passed during this period that have significant implications for
 
housing policy. 
Among them was an edict of the Council of Ministers with
 
regard to New Urban Settlement Areas (1979) the purpose of which was to
 
p:ivide for a more balanced pattern of human settlement on a nationwide
 
basis. 
 In 1980 an edict was passed entitled, "Principles with Regard to the
 
Implementation of a National Housing Policy." 
 In addition to provisions for
 
gecekondu upgrading, for the greater involvement of the private sector in
 
housing, and for the greater involvement of banks in housing mortgage loans,
 
priority was also placed on low cost mass housing.
 

The fifth Five Year Plan (1985-1989) calls for the stimulation of the
 
construction sector and, as a result, of the economy and of employment
 
potentials in general by the diversion of private savings through the
 
banking system into investments in housing and away from what it refers to
 
as non-productive forms of consumption and investments in other sectors. 
It
 
calls for a 
Mass Housing Fund to provide advantageous lending conditions to
 
those in low and middle-income groups and, hence, to increase the stock of
 
housing and decrease the tendency to build low quality unlicensed structures
 
that have characterized the sector in recent years. 
Again, special emphasis
 
is placed on the allocation of funds for mass housing projects on developed
 
land in designated mass housing settlement areas and on the provision of
 
infrastructure for an upgrading of gecekondu areas.
 

C. The Legal Framework for Housing
 

1. Background
 

The political and economic instability that characterized the
 
fourth plan period precluded the implementation of many of the policies set
 
forth by the Plan. It was, however, during this period that the Mass
 

- 31 ­



Housing Law No. 2487 of 1981 
was passed. The provisions of the law reflect
 
the culmination of efforts to deal with many of the issues that had been of
 
concern since the early 1960s. 
 In particular the law attempted to stimulate
 
investments in housing, resuscitate the housing sector, and increase the
 
supply of housing. The emphasis in the law was on mass housing for low and
 
middle-income groups to be financed by revenues amounting to 5% of the
 
annual government expenditure budget. 
Thus, efforts were beginning to be
 
cunsolidated in order to deal with the perceived housing need and the
 
depressed housing sector.
 

The constitution of 1982 places a greater burden on the state in
 
relation to housing than had the 1961 constitution and, for the first time
 
in Turkey, specifically mandates a role for the state vis-a-vis mass
 
housing. 
Under a section entitled, '"TheRight to Shelter," it calls for the
 
"state to take such measures as are seen fit to meet the need for housing
 
within the framework of a plan that takes into consideration the
 
particularities of cities and their environments. 
In addition, it should
 
support efforts for mass housing." 
 However, whereas the 1961 constitution
 
makes it encumbent upon the state to make provisions for housing for the
 
poor and lower-income groups, the 1982 constitution does not give priority
 
to any income group or social class.
 

2. The Mass Housing Law of 1984
 

Mass Housing Law No. 2985 of 3.17.1984 supercedes the Mass
 
Housing Law No. 2487 of 1981. 
 The new law differs significantly from the
 
old one in terms of its administration, its financing, and in many of its
 
objectives. The old law was administered directly under the MPWR; the new
 
law has an autonomous administration tied to the Prime Ministry. 
The old
 
law was financed with 5% of the annual government expenditure budget; the
 
new law is financed through extra-budgetary revenues. Under the old law
 
loans were only provided to cooperatives, unions of cooperatives, and social
 
security institutions, whereas under the new law they will also be given to
 
private developers and to individuals. The old law restricted the size of
 

2units to 100m2; the new law raises that limit to 150m . The old law did 
not have the expected impact largely because the treasury transfered only a
 
small percentage of the revenues committed to the fund.
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Among the objectives of the 1984 law are the following: meeting
 
Turkey's housing needs, the determination of principles for those
 
undertaking housing construction, the development of appropriate
 
technologies for Turkey's housing needs, and the establishment of a "Mass
 
Housing Fund" (the Housing Development Fund) to finance the efforts of the
 
state with regard to housing. The objectives of the law are -oadly stated
 

and do not 
identify clearly the main thrust of the activities of the HDF at
 

present.
 

The revenues for the H.DF 
come from a specified percentage of
 
taxes on alcoholic and non-alcoholic beverages, tobacco products, petroleum
 
products, and from funds collected from goods imported by the State
 
Monopolies, from a tax paid by all Turkish citizens when exiting from the
 
country, from a percentage of the price of electricity consumed, from loan
 
repayments, aid from other sources.
 

The mechanisms for the administration of the law are specified in
 
the Regulations for the Implementation of the Mass Housing Law dated
 

April 28, 1985. Details are contained in the Section on the HDF.
 

3. Tax Exemption Law
 

Law No. 2982 of February 24, 1984, The Law Concerning Exemptions
 
from Taxes and Fees fo: Housing Construction and Investments in Priority
 

Development Regions:
 

The objectives of this law are 
a) to encourage the construction
 
of housing and b) to encourage investments in priority development regions
 
by exempting those investments from construction, real estate and other
 
specified taxes and municipal fees. These exemptions are to be in effect
 

until the end of the calendar year 1988.
 

4. The Planning Law of 1985:
 

The Planning Law No. 3194 is dated May 9, 1985. 
 It supercedes
 
Planning Law No. 6785 of 1957. The objective of the law is very broadly
 

stated as, "ensuring that settlement areas and any construction in them be
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developed in a planned manner and in accordance with scientifLc, health, and
 
evnironnental conditions." 
 The law applies to all land-use plans and
 
construction of all public and private buildings throughout the country,
 
with certain exceptions indicated. Prooably the major features
 
distinguishing the 1985 law from its 1957 predeccesor is the devolution of
 
major planning functions and in particular certification of plans to local
 
authorities.
 

The new law distinguishes between broad regional plans and all
 
other regional and city land-use plans. 
The former are the responsibility
 
of the State Planning Organization, the latter of municipalities within
 
their boundaries and of the provincial authorities in areas that fall
 
outside of municipal boundaries. Both municipalities and provincial
 
authorities must prepare such plans or commission them to be prepared.
 
Municipal plans must be certified by the municipal council, and plans
 
prepared by provincial authorities by the governor of the province.
 

Certification by the NPWR is not called for, but one copy of all
 
such plans must be sent to the ministry. Despite the considerable
 
devolution of authority with regard to planning functions to 
local
 
authorities in Turkey, the MPWR retains significant prerogatives with regard
 
to planning. It may, when itdeems necessary, prepare plans to make changes
 
in plans, have plans prepared, or prepare them in conjunction with local
 
authorities for the construction of public buildings, in relations to
 
national disasters, mass housing projects, the 3ecekondu Law, in
 
metropolitan areas consisting of more than one municipality, and in areas
 
intersected by transportation routes or 
that contain airports. Al! such
 
plans are only to be certified by the MPWR, and local authorities are
 
required by law to implement them.
 

The new law goes into effect six months from the date of its
 
passage. The regulations pertaining to the Planning Law must be produced
 
within that six month period. Until they are made available, many details
 
with respect to the implementation of the law remain unclear. 
 The law
 
appears to reflect conflicting tendencies inTurkey today: 
 a genuine effort
 
at decentralization of authority and at the same time a felt need for
 

- 34 ­



central governmental control. 
 Given the real problems that many
 
medium-sized and smaller cities will no doubt face with regard to their
 
planning functions, it remains to be seen how these conflicting tendencies
 
will be manifest after November 10th once 
the law goes into effect.
 

5. Gecekondu Laws:
 

At present state and local governmental gecekondu activities are
 
under the jurisdiction of Gecekondu Law No. 775 dating from 1966. 
 The
 
President of the IOPPA indicated that discussions were presently taking
 
place in Ankara with regard to the possibility of a new gecekondu law.
 
Details of those discussions are not available at present. 
A major emphasis
 
of the law was on the improvement of existing gecekondu areas. 
 The law
 
covers the whole range of informal construction from gecekondus to houses
 
built on legally owned land but without a construction permit.
 

Among the major provisions of the law are the following: 1) the
 
upgrading of gecekondu areas by a) supplying loans to homeowners for
 
renovations and b) for improving infrastructure and services; 2) the
 
clearance of gecekondu areas where upgrading costs are prohibitive; 3) a
 
policy geared toward preventing the formation of new gecekondus by: a)
 
constructing apartments for low-income households on long-term low interest
 
mortgages; b) construction of so-called 'core houses' with loans for
 
completion; c) the allocation of serviced sites and prepared building
 
projects, and; d) the provision of housing lots and loans to cooperatives.
 

The law provides for the identification by municipalities (with
 
the assistance of the HPWR) of gecekondu areas and their classification into
 
two categories: 
 areas selected for upgrading, and areas selected for
 
clearing. 
The law also makes provision for the acquisition of land by
 
municipalities for housing purposes. 
They can do so either by acquiring
 
treasury lands free of charge, by purchasing foundation (vakif) lands, or by
 
purchasing or expropriating private lands. 
 For the purchase or
 
expropriation of private lands permission from the tIPWR is required. 
All
 
such lands acquired by the municipalities can only be used for housing
 
purposes. 
These can be declared as gecekondu prevention zones for the
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purpose of building new housing, however, only after the approval of the
 
MPWR.
 

Criteria were also set up for determining priorities for
 
households obtaining land for housing. 
 The major criteria were "low income"
 
and not owning land suitable for housing in any city. A Gecekondu Fund was
 
set up under the law for the financing of these activities. More recently
 
the managmenet of the Gecekondu Fund has been transfered to the HDPPA. 
It
 
still is dependent upon earmarked funds from general government revenues,
 
though it appears that it may in the future be allocated some of the
 
extra-budgetary revenues generated by the HDPPA.
 

Two recent laws, No. 2805 or 1983, The Construction and Gecekondu
 
Amnesty Law, and No. 2981 of 1984, The Law Concerning Procedures for
 
Structures Not Constructed in Accordance with Gecekondu Regulations, provide
 
for an amnesty for all unlicensed housing completed prior to June 2, 1981
 
upon application. The objective of the law is 
to provide title-deeds and
 
certificates of occupancy to gecekondu homeowners as a first step toward
 
upgrading those areas. 
The laws also make provisions for the upgrading of
 
gecekondu areas, for the preparation of plans for upgrading, and for the
 
implementation of these. 
The Planning Derartment of the Municipality of
 
Ankara is, for example, now actively engaged in the process of mapping those
 
areas and preparing the plans for them.
 

D. The Major Governmental Institutions Concerned with Housing
 

1. Introduction
 

A major process of reorganization of governmental institutions
 
concerned with planning and housing in Turkey is presently in progress.
 
While the broad outlines of these changes are discernable at this time the
 
specifics of the organizational changes and of institutional lines of
 
authority and responsibility have not as yet been all clarified. 
 In general
 
the process involves the divestment of most functions related to planning
 
and housing from the Ministry of Public Works and Resettiment and the
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reallocation of certain of them to the new Housing Development and Public
 
Participation Administration and others to local authorities. 
The
 
parameters of some of these changes will not be clear until the regulations
 
for the Planning Law No. 3194 of June 9, 1985 are published and until the
 
pending Municipal Law is passed.
 

2. Central Governmental Institutions
 

a. 
 The State Planning Organization (SPO)
 

It was 
the SPO in the early 1960s that first placed the
 
housing question within the framework of national developmental issues in
 
Turkey. 
The SPO has since that time had the responsibility for identifying

the major issues with regard to housing within that general framework, for
 
evaluating the annual need for housing, and for determining developmental
 
priorities and investment goals with regard to housing. 
It publishes these
 
in sections on housing in the five year development plans was well as 
in
 
other papers and publications.
 

From an SPO organizational perspective housing is dealt
 
with in 
a Housing Sector Section under the Social Planning Department. In
 
recent years it appears as 
if the role of the SPO in actually generating
 
policy of the housing sector has been minimal. After the passage of the
 
Mass Housing Law of 1984 that role appears 
to have passed in a de facto
 
manner to the Housing Development and Public Participation Council (see

below) created as a financial policy-making body and as an overseer of the
 
Housing Development Fund (HDF) and/or to an ad hoc group of individuals at a
 
ministerial level.
 

No doubt the SPO will continue to publish statements on the
 
housing sector and housing policy. However, its actual role in the
 
determination of policy in that sector vis-a-vis the Housing Development and
 
Public Participation Council and others in the future remains unclear.
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b. The Ministry of Public Works and Resettlement (kPWR)
 

The Ministry of Public Works and Resettlement was created
 
in 1983 by the amalgamation of the Ministry of Reconstruction and
 
Resettlement (MfRR) and the Ministry of Public Works. 
The NPWR continued the
 
rasponsibilities of the old MRR for public sector programs in housing until
 
the organization of the Housing Development and Public Participation
 
Administration (HDPPA) in 1984. 
 It did so largely through five general
 
directorates, the two primary ones being the General Directorate for Housing
 
and the General Directorate for Planning and Construction.
 

The Mass Housing Law of 1981 was administered entirely
 
under the auspices of the MRR. 
Under the further reorganization of the MPWR
 
following the establisbnent of the iUPPA in 1984, all general directorates
 
concerned with housing other than the General Directorate for Technical
 
Research and Implementation was created in their place. 
It appears that all
 
ongoing ministerial housing programs that were managed under the General
 
Directorate for Housing are now administered under the Office of Housing
 
which is attached to that general directorate. Most planning activities
 
have been devolved to local authorities under the auspices of Planning Law
 
No. 3194. However, the ministry does maintain the right to override all
 
local authorities and prepare and certify city and regional plans under
 
certain specified circumstancies.
 

An office of the General Directorate for Technical Research
 
and Implementation concerned with certain planning issues is also in the
 
process of being organized, though its lines of responsibility will not be
 
clear until after the publication of the regulations for Planning Law No.
 
3194. 
 At present the Office of Housing ismanaging certain gecekondu
 
programs which apparently will be shifted to municipalities in the future.
 
It is also involved in administrative functions relating to certain
 
long-standing low-income public housing projects, certain cooperative
 
housing projects, and sales of public housing, all of which, it appears,
 
will be phased out in the near future. It is unclear what the future role
 
of the Office of Housing will be, and if indeed it will exist at all.
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The MPWR retains control, however, over three other
 
agencies, all of which function relatively autonomously and all of which
 
play a role in the housing sector. 
One is the Emlak Kredi Bank (EKB), a
 
wholly-government-owned commercial bank which is the only institution
 
authorized to make housing loans. 
 EKB is described under Section VII B in
 
detail.
 

The Illar Bank (Bank of the Provinces) was established in
 
1945 and functions as a financial intermediary to transfer funds from the
 
Treasury to municipalities, to carry out infrastructure projects primarily
 
in energy, water supply and sewerage and to provide loans to municipalities
 
to finance activities for cities of up to 250,000 population. Five percent
 
of central government revenues are transferred to Iller Bank whch in turn
 
passes 80% on to the municipalities. The remainder is kept by Iller Bank.
 
Iller Bank also generates funds by borrowing from the central government and
 
through receipt of share capital contributions by municipalities. Iller's
 
Bank's loan activity totalled TL 7.6 billion in 1981 but its direct
 
investments in infrastructure totalled TL 25.5 billion.
 

The Land Office, another autonomous agency of the MRR
 
established in 1969, is intended as a regulator rather than an investor in
 
urban land. 
 Its capital is TL 3 billion (replenished by TL 0.5 billion of
 
government funds annually) but slow inventory turnover and pricing policies
 
have occasioned major financing problems. 
 Its activities have been limited
 
to small 
areas for public housing projects, tourism, and the government's
 
industrial estates program. 
Since it became operational in 1971, the Land
 
Office has acquired 11,852 hectares and has sold 3,382 (29%); the housing
 
sector has accounted for 34% of land purchases and only 14% of sales. 
 Its
 
original objective was to prevent land speculation but its rapidly declining
 
purchasing power may make it ineffective. 
 It could play a useful role in
 
the purchase of land on behalf of government but it has not yet achieved
 
this potential.
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c. 
 The Housing Development and Public participation
 

Adrninistration (HiDPPA)
 

The Housing Development and Public Participation
 
Administration was created under Law No. 2983 (1.29.1984), The Law
 
Concerning the Encouragement of Savings and the Acceleration of Public
 
Investments. 
At the same time a Housing Development and Public
 
Participation Board was created, the members of which are appointed by the
 
Prime Minister who serves as its chairman. The members of the Board consist
 
of the Ministers of State, Finance and Customs, Public Works and
 
Resettlement, Transportation, Agriculture, Forestry and Village Affairs,
 
Industry and Trade, Energy and Natural Resources, Labor and Social Welfare,
 
and Culture and Tourism. Undersecretaries of the Ministries of Finance and
 
Customs, Public Works and Resettlement, Treasury and Foreign Trade, and the
 
State Planning Organization, as well as the Governor of the Central Bank are
 
to attend the Board meetings. The Housing Development and Public
 
Participation Administration has been designated as the secretariat for the
 

Board.
 

The funtions of the Housing Development and Public Participation
 
Administration are stated in the law as 
follows:
 

a) To ensure the speedy implementation of decisions of the Board, 
b) To manage the Housing Development and Public Participation Funds, 
c) to ensure, when deemed necessary, that various types of research 
activities and projects be commissioned on a contractual basis,
 
d) To undertake all other duties as stipulated by law and in accordance
 

with other regulations.
 

In an addendum to Law No. 2983 (Law No. 3188, S.1.198S) the
 

administrative cadres of the HDPPA were specified. 
The salary ceilings of
 
employees of the HDPPA are to be determined by the Council of Ministers.
 
This presumably was done in order to be able to pay higher salaries and
 
attract better qualified personnel than would be possible under the very low
 

standard Turkish civil service scale.
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The administration of the Housing Development Fund is
one of the prime
 
functions of the HDPPA. The administrative structure of the HDPPA as 
it
 
narticularly applies to the tF is covered in Section VII k.
 

d. 
 The Building Research Unit of the Scientific and
 

Technical Research Council of Turkey
 

The Building Research Institute is a government-financed
 
institution which is engaged in carrying out research and development work
 
in building and construction to meet the needs of government, industry, and
 
the public at large. It was founded in 1970 and has its main offices in
 
Ankara. 
The Institute maintains four research units and supporting office
 
services. 
The main sources of income for the Institute are the annual
 
allocations from government funds, publication sales, and commissioned
 
research and development work.
 

The four research units of the Institute are a) The
 
Environmental Systems Research Unit, b) The Structural Systems Research
 
Unit. c) The Building Planning Research Unit, and d) The Building
 
Construction Research Unit. 
At the present time the Institute is engaged in
 
four research projects pertaining to housing commissioned by the Housing
 
Developnent and Public Participation Administration: a) the development of
 
project criteria, b) the determination of the relationship between housing
 
types and costs, c) the investigation of forms of management for housing
 
maintenance, and d) the analysis of appropriate technologies. Since the
 
iDPPA does not have a qualified research staff of its own, it appears likely
 
that it will continue to commission needed research in the future with the
 
Institute.
 

3. Local Government Institutions
 

A major process of decentralization is taking place in Turkey at
 
the present time. Governmental functions in many areas, but particularly
 
with re:,ard to planning and housing, are being devolved to local
 
authorities. 
 InTurkey local authorities consist both of municipalities and
 
local provincial administrations (as well as subdivisions of these).
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a. Municipalities
 

Municipalities inTurkey operate under the jurisdiction of
 
a Municipalities Law No. 1580 of 1930 (as extended by Law No. 5656 of 1950)
 
that specifies the functions, the administrative structure, and the sources
 
of revenue for them throughout the nation. In a society with a 
highly
 
centralized administrative tradition, central authorities have, until very
 
recently, maintained numerous controls over municipalities and have limited
 
their autonomy. The recent move toward decentralization is a significant
 
departure from that tradition.
 

Under Law No. 2972, The Law Concerning the Administrative Structure of
 
Metropolitan Municipalities (1.18.1984), the three major metropolitan areaL
 
of Istanbul, Ankara, and Izmir were granted an administrative structure
 
different than that of other municipalities in the country. In addition,
 
they were granted the right to certify and implement their own land-use
 
plans without obtaining the approval of the MPWR. 
 In effect, this has meant
 
transfering the Metropolitan Planning Bureaus located in these cities from
 
the jurisdiction of the MPWR to the municipalities.
 

In Istanbul, for example, the former director of the Metropolitan
 
Planning Bureau is presently the head of the Planning Department of the
 
municipality, which is the successor to the Metropolitan Planning Bureau.
 
In Ankara the municipality is
now engaged in the process of preparing plans
 
for the upgrading of gecekondu areas on 21,000 hectares of land.
 

Under Planning Law No. 3194 of 1985 (which is to go into effect on
 
November 10, 1985) all municipalities are to prepare their own city land-use
 
plans or to commission such plans. 
 Such plans would become effective solely
 
upon approval of the municipal council. 
 In the past, though municipalities
 
had the right to prepare their own 
-and-use plans (with the certification of
 
the MPWR) few had sufficient qualified personnel or resources to do so. 
 In
 
effect, then, either those plans were prepared directly by the General
 
Directorate of Planning and Construction of the 
'PWR or by its various
 
or-ans such as the Metropolitan Planning Bureaus, or by the Iller Bank, a
 
government-owned bank providing financing of infrastructure for 

municipalities.
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The major metropolises now have the qualified cadres of the
 
Metropolitan Planning Bureaus under their jurisdiction to prepare their own
 
city plans. The smaller and medium-sized cities in the country may,
 
however, be faced with a serious problem in this respect after November
 
10th. In general, municipalities are faced with severe shortages of
 
qualified personnel. Only 7 percent of all municipal employees in the
 
country have university degrees; 36 percent have junior and senior high
 
school diplomas; and 57 percent have primary school degrees (Developments
 
Prior to the Fifth Five Year Plan, 1972-1983, SPO: Ankara 1985, p. 439).
 
The planning law makes provision for municipalities to contract out their
 
land-use plans, though the details of those procedures will not be known
 
unitl the regulations are made available. Final responsibility for
 
certification of all plans will, however, rest with the municipal councils.
 
Most officials in Turkey questioned about this expressed serious doubts
 
about the ability of smaller municipalities to carry out these functions
 
adequately.
 

Though muncipalities in Turkey have had the right to construct low-cost
 
housing either for rent or for sale to residents within their jurisdiction,
 
they have been severely limited in doing so largely by financial
 
constraints. 
Since the 1950s a major role played by municipalities with
 
regard to housing has been in relation to the purchase, sale, and regulation
 
of land within their jurisdiction and the provision of infrastructure. They
 
were also given a number of important responsibilities under the Gecekondu
 
Law of 1966 (No. 775), particularly in relation to the determination of
 
gecekondu areas, the provision of land for housing for those in need, the
 
provision of infrastructure in gecekondu areas, and the management of a
 
Municipalities Gecekondu Fund. In general, one of the major roles that
 
municipalities played in relation to housing up until the present has been
 
in the issuance of building permits and certificates of occupancy. The
 
reorganization of housing activities within the MPWR and the upcoming
 
Municipalities Law will no doubt significantly alter, and almost certainly
 
augment, the role of municipalities with regard to housing. However, the
 
lines of those developments are not yet clear at this point.
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Among the most successful activities of municipalities in Turkey with
 
regard to housing in recent years are 
the joint ventures set up between
 
municipalities and building cooperatives or unions of cooperatives for the
 
purpose of constructing mass housing projects. 
 The first of these, with
 

Kent-Koop, was begun in Ankara in 1979 and involved the expropriation of
 
land by the municipality for a site to be called Batikent (see Section VII C
 
for a more detailed description of Kent-Koop). Under the initiative of
 
Kent-Koop a similar project (called Egekent) has begun in Izmir.
 

Under the umbrella of a World Bank-funded urban and regional
 
development project, the municipalities of Adana, Mersin, and Tarsus in the
 
Cukurova region along the southeastern Mediterranean coast have become
 
engaged in major housing development projects. 
 In some cases the initiation
 
of the projects predates the beginning of the World Bank project. This is
 
true, for example, of a large housing cooperative for civil servants set up
 
in Adana (the fourth largest city in the country). The land for the project
 
has been acquired and construction of the foundations is in process. 
The
 
cooperative expects to apply to the HDF for credit for construction once the
 
foundations have been completed.
 

More recently, other mwiicipalities in various parts of the country
 
have also begun to develop mass housing projects, though on a sorlewhat
 
smaller scale. 
 Given the greater autonomy that municipalities will acquire
 
with regard to planning .-tivities after November 10, 1985 and the expected
 
reorganization under the upcoming Municipalities Law, it is highly likely
 
that even more muncipalities will venture into housing development projects
 

of this sort in the future.
 

b. Local Provincial Authorities
 

Turkey is divided into 67 provinces each headed by a governor appointed
 
by Ankara. Provincial planning and construction departments under the
 
jurisdiction of the governor are the local level outposts of the HPWR.
 
Planning Law No. 3194 of 1985 only specifies that planning functions in
 
areas 
outside of the jurisdiction of mtnicipalities in a particular province
 
be the responsibility of the office of the governor. 
It is presumed that
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such activities will take place under the auspices of the provincial
 
pianning and construction departments or their equivalents.
 

However, it is not yet clear what form provincial-level organization
 
will take in this regard and what its connection with the ministry will be.
 
Presumably such departments will continue to be directly linked to the
 
MP.R. These developments will not be clear until the reorganization of the
 
planning office of the NMWR has been completed and the Planning Law
 
regulations have been published. Other activities of provincial authorities
 

with regard to housing have yet to be ascertained.
 

VI. THE PROVISION OF HOUSING FINANCE
 

A. The Existing Housing Finance System
 

The World Bank, in its Urban Sector Review of October, 1983, identified
 
the lack of a broadly-based housing finance system as one of the five major
 
problem areas confronting the issue of low cost housing and the finance of
 
such housing. 

The banking sector in Turkey consists of 48 banks generally known as
 
deposit money banks. Eleven are government banks created by special laws,
 
twenty four are private Turkish banks and thirteen are foreign banks. As
 
can be assumed from their general designation, these banks raise most of
 
their resources through deposits although this is less true of the foreign
 

banks.
 

Most of the banks engage in standard commercial banking activities with
 
the specialized government banks emphasizing the areas for which they were
 
created. The only bank which is permitted to make loans for the purpose of
 
financing housing with resources that it has raised on the market is the
 
Turkish Emlak Kredit Bankasi (EKB), the Real Estate Credit Bank of Turkey,
 
which is a desposit-taking institution. Thus of the total mortgage credits
 
oustanding in the Turkish banking system at the end of 1983 of TL 69.6
 
billion, TL 61.9 billion, or 88.9%, was held by the EKB. Almost all of the
 
remainder was held by two other banks, one private and one government, and
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related to special "blocked accounts" which had to be used for specific
 
purposes.
 

Furthermore, there are no other specialized banks or housing finance
 
institutions, such as savings and loan associations or building societies
 
which provide long term housing finance. Nor are there cooperatives in the
 
form of credit unions which extend financing for housing.
 

The only other institution where an individual or family can go to
 
obtain some financing for housing in the Sosyal Sigortalar Kurumu (SSK), the
 
Workers' Social Security Fund. 
There are also pension funds for the civil
 
service and the military but they don't extend housing loans. 
 Some private
 
companies, including some of the banks, have their own pensions. 
To what
 
extent these pension funds or even the companies themselves provide housing
 
credits isnot known although it can be assumed that the banks, at least,
 
provide some assistance to employees in financing housing.
 

No published figures as to investments of the SSK were obtained but
 
according to available information there was approximately TL 17 billion
 
outstanding as of late 1984. 
 Total mortgages outstanding at EKB had
 
increased to TL 147.7 billion as of December 31, 
1984. This would put
 
institutional mortgage financing by late 1984 on the order of, say, TL 173
 
billion, if
one assumes the same amount held in blocked accounts at the
 
other two commercial banks, with EKB holding slightly more than 85% and the
 
SSK almost 10%.
 

What doesn't show up in these figures is the financing provided by
 
various government ministries for civil servant housing. 
 The State Planning
 
Office estimated that some 12,000 units will have been constructed in 1984
 
at a cost of approximately TL 27 billion financed from ministry budgets.
 

Finally, the other major aspect of financing which doesn't show up in
 
institutional statistics relates to the informal housing that is built,
 
housing that is constructed illegally without proper government approvals
 
and, therefore, without adequate infrastructure.
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The exclusion of housing credits from those credits which can be
 
extended by banks includes construction financing of residential housing.
 
However, banks are apparently prepared to extend short term credits to
 
customers they feel are credit worthy without a 
detailed examination of what
 
the financing is for. 
Nor does the credit reporting system of the Central
 
Bank pick up the details of short term commercial credit. It is assumed,
 
therefore, that a significant amount of short term credit is extended to
 
developers for financing "gecekondu" housing in the major cities. 
As
 
reported earlier, well over half of the people inAnkara live in illegal
 
housing and half of them rent. The financing for some of this housing comes
 
from the developer, either short term from a 
bank loan or from his own
 
resources.
 

To complete 'he financing picture, loans from the EKB require
 
significant down payments except for those loans using government
 
resources. Thus, a significant portion of the housing finance inTurkey
 
actually comes through the down payments, or up-front payments, of
 

individuals.
 

B. Capital Markets
 

Up until now the capital market in Turkey has been practically
 
non-existent. 
 But with the creation of the Capital Markets Board (CQB)
 
whicti reports to the Undersecretary of Trade and Treasury, legislation
 
passed in 1982 and new regulations completed inOctober 1984, it is hoped
 
that the Istanbul Stock Exchange will again function starting in 1985. 
 The
 
intent is for trading in equities and bonds, private and government.
 

Banks can underwrite securities at present. As members of the stock
 
exchange they will also be able to buy and sell securities. Currently,
 
insurance companies (which are private in Turkey) and pension funds are
 
regulated so they can only buy government bonds.
 

The CMB is looking at the possibility of profit sharing bonds which
 
might be available in 1985 as well as working on the idea of mortgage-backed
 
bonds. 
Further pursuit of this idea, perhaps in conjunction with the new
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Housing Developrent Fund, would appear worthwhile. Although there is no 
proposed cut-off of resource flow to the IDF, this could insure that HDF 
could eventually become self-sustaining without the provision of tax
 
revenues (see section on HDF).
 

C. Provision of Government Financing for Housing
 

The govcrrnent has a variety of housing programs which up to now have
 
been financed through the EKB for which the EKB is paid a fee to originate
 
and service the mortgages. In fact, the percentage of EKB's outstanding
 
mortgages which have been financed from government resources stood at 78.4%
 
as of December 31, 1984 and have increased dramatically since the end of
 

1981.
 

Table 7
 

EKB Percentage of Outstanding Mortgages
 

end end end 

1981 1982 1983 6/30/84 12/31/84 
From Gov't Resources 53.0 60.8 65.9 68.3 78.4 
From other Resources 47.0 39.2 34.1 31.7 21.6 

These programs were primarily ftuded through the Ministry of
 
Reconstnction and Resettlement through 1983. 
The major program was the
 
1981 Mass Housing Law which was to generate funds by setting aside 5% of
 
government revenues. The Treasury failed to transfer to the fund anything
 
close to the amount available under the law, however, and the program did
 
not reach its potential. Nevertheless, as can be seen from the above table
 
EKB's mortgages utilizing government resources went steadily up from 1981 
on
 
and in absolute terms reached TL 18.8 billion at the end of 1982 from TL 9.5
 
billion in 1981. 
 By the end of 1983 mortgages outstanding from goverTment
 
resources had increased to TL 40.8 billion and by the end of 1984 had jumped
 
to TL 115.8 billion. While a portion of this 
increase is due to inflation
 

the absolute increase is nevertheless of major proportions.
 

Srunary descriptions of the various programs are contained in the 
Section on the EKB except for the Mass Housing Law which is covered in more 

detail under the Housing Development Fund. 
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In March 1984 Mass Housing Law #2985 was passed which superceded the
 
1981 law. 
This law created the Housing Development Fund (ItDF) with
 
resources to be raised through earmarked taxes on certain items such as
 
tobacco and liquor. The resources projected to be generated by the IHDF will
 
be substantial; 
on the order of TL 22 billion per month (or close to $500
 
million annually at an exchange rate of 530).
 

The Fund is modifying the types of programs it will finance but it is
 
also financing through the EKB all of the projects already started under the
 
previous Mass Housing Law. 
In fact this provides for most of the large jump
 
in EKB's outstanding mortgages utilizing goverm-nent resources from TL 40.8
 
billion at 
the end of 1983 to TL 115.8 billion by December 31, 1984.
 

While EKB has been designated as the intermediary in the allocation of
 
housing credits by the Fund under programs started under the old Mass
 
Housing Law, the Fund intends to negotiate with other banks, both government
 
and private, for participation in the program.
 

A detailed treatment of the HDF is contained in Section VII A.
 

D. Supervision, Regulation and Interest Rates
 

Supervision and auditing of the banks is carried out by the Treasury.
 
The Treasury Department was formerly part of the Ministry of Finance but was
 
separated out in December 1983. 
 It comes under the Undersecretary for
 
Treasury and Foreign Trade in the Prime Minister's Office. The Central Bank
 
receives bank reports and ensures compliance with regulations regarding
 

lending activities.
 

The Council of Ministers sets the interest rates on deposits but banks
 
are free to set the interest rates they charge on loans other than loans
 
utilizing preferential credits. 
There is a Money and Credit Council which
 
advises the Council of Ministers. 
 It is headed by the Deputy Prime Minister
 
and includes the Governor of the Central Bank, the head of the State
 
Planning Organization, the Undersecretary for Treasury and Foreign Trade and
 

others.
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Deposit rates, except for demand deposits which pay 5%, are mainly
 
positive i.e., 
slightly above the 'current inflation rate. Shorter term
 
deposits pay slightly more than longer term deposits because of the
 
governent's judgement that inflation will decline. 
At the end of 1984, 3
 
month accotmts were at 53% p.a., 6 month accounts were 52% and one year
 
accounts were 45%. 
 These rates were to be re-set inAugust of 1985 at
 
slightly lower rates to reflect the gradual decrease in inflation.
 

The Resource Utilization Support Fund (RUSF) subsidizes preferential
 
credits provided by the banking system. 
These include credits for exports,
 
agriculture, small scale industries and housing. 
The Fund is financed by an
 
assessment against the banks of a 
part of the interest income from regular
 
loans. The RUSF is kept in an account in the Central Bank and administered
 
in accordance with governing decrees. 
Commercial loans to borrowers on a
 
non-subsidized basis e.g. short term working capital loans, are made at a
 
rate that can be between 70% and 90%.
 

In theory EKB is free to set its mortgage rates (on funds it generates
 
itself) but in practice it isnot. The rates are, in fact, set by the
 
Council of Ministers because of the political importance of housing. Thus,
 
for its basic housing loans utilizing resources it has raised itself, EKB
 
charges the borrower 21% and gets an additional 9% from the RUSF. This is
 
still below its cost of money, however. A more detailed treatment is
 
provided in the section on the EKB.
 

There are a variety of interest rates on the various government
 
programs. In these cases EKB gets a fee and the rate does not bear any
 
relation to the cost of funds. 
Annexes B and C contain a list of the
 
various rates. 
The Housing Development Fund has established its own rates
 
and these are set forth in the section covering the H1DF.
 

The rates charged by the Social Security Fund also bear no relation to
 
the cost of funds. These rates are also discussed in the section on that
 

fund.
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For individuals or families borrowing money on the informal market the
 
rate in 1984 was about 4% per month or a compounded rate of about 60% per
 
annum. 
The team did not ascertain the term of such loans but they are
 
undoubtedly short term.
 

E. Sosyal Sigortalar Kurumu
 

As stated above, SSK is the Workers' Social Security Fund. There is
 
another pension fund, Emleki Sandige, that covers the civil service and the
 
military. 
Emleke Sandige provides some personal loans but invests primarily
 
in government bonds and real estate. 
It owns the major hotels inAnkara and
 
Izmir as well as the Hilton in Istanbul.
 

The SSK has been making housing loans for 25 years. Through the end of
 
1984 it has provided credits to 4416 cooperatives containing 227,106 housing
 
units. The total for financing amounted to TL 72.9 billion. 
SSK presently
 
has commitments to finance 464 coops with 38,865 units currently being
 
constructed. 
A person must be a contributor to the SSK to be eligible for a
 
loan.
 

In the past an SSK loan covered most of the cost of the house. 
But
 
this is
no longer so and SSK now offers two types of credits. For houses up
 
to 85 sq. meters, the repayment period is 18 years, from 85-1.00 sq. meters
 
(the maximum) it's only 14 years. 
The maximum loan is TL 900,000. For the
 
first TL 600,000, the interest rate is 8%, 
for the next TL 300,000 the rate
 
is 15%. At one time SSK developed some of its own projects but no longer.
 
However, of the total 227,000 units financed to date by SSK, only 10,000
 
were developed directly by SSK. 
All loans are made for cooperative projects.
 

SSK makes payments for health, child care, job-related injuries and old
 
age pensions. Contributions come from both employers and employees. 
The
 
fund now amounts to TL 1/2 trillion; one chird of the population is
 
covered. 
The SSK has about 50,000 employees.
 

Of the TL 72.9 billion in housing loans that have been made, TL 40
 
billion has been repaid, TL 15 billion is still disbursing and TL 17 billion
 
isoutstanding. Most of the Fund's investments are in government bonds
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(30%), deposits inbanks and real estate investments (about 80 hospitals and
 

commercial buildings where it receives rent).
 

To get a housing loan from SSK the following conditions apply:
 

The individual must have paid into the Fund for 5 years, he should not
 
already own a house and he must belong to a cooperative.
 

The cooperative must have at least 30 member families, itmust have
 
land and plot sizes and it must be at maximum utilization. It must also
 
have the approval of the municipality. Cooperatives make applications in
 
the latter part of the calendar year and SSK makes its decisions on loans in
 

March. 

The stated reason for SSK's limit of TL 900,000 per loan is to spread
 
around available funds. There is some inconsistency here however. It lends
 
at low rates of interest (tip until recently it was only 4%) because housing
 
is a social need. However, the proportion of SSK's resources going to it
 
housing lending program is limited because there is such a low rate of
 
return. 
Because TL 900,000 covers such a small percentage of today's house
 
cost (an average house cost of TL 3.5 million was cited) fewer and fewer
 
people can afford the down payment.
 

SSK expects to approve TL 10 billion in 1985 of new housing credits.
 

VII. MAJOR INSTITUTIONS
 

A. Housing Development Fund
 

1. Creation of the Fund
 

The Housing Development Fund (HDF), also known as the Mass
 
Housing Fund, was created under the Public Housing Law of 1984, No. 2985
 
which was passed on March 17, 1984. 
 As earlier stated, this law superceded
 
the previous Public Housing Law of 1981 but also assumes obligations for
 
financing incurred under that law i.e., uncompleted projects. The 1IDF is
 

included organizationally as part of the Housing Development and Public
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Participation Administration, (HDPPA), described earlier, whose other major
 
function is to sell 
revenue sharing bonds in public activities e.g., the
 
Bosporus Bridge, and stock in State Economic Enterprises that will be sold
 
to the public. The activities of the HDPPA are governed by the Housing
 
Development and Public Participation Board (hereinafter referred to as the
 
Board), the members of which are appointed by the Prime Minister who serves
 
as its chairman.
 

2. Functions, Policies and Objectives
 

The law setting up the Housing Development Fund states that the
 
"Fund shall be used for individual and mass housing credits, credit interest
 
subsidies, supply of land for the collective housing area, research, tourism
 
infrastructure, housing infrastructure, schools, police stations, places of
 
worship, health centres, sport stadiums, play-grounds, etc. It will also be
 
used for investments and operational credits and as an incentive for the
 
development of the housing sector.
 

The procedures for using the Fund shall be determined by rules
 
and regulations prepared by the Board after taking into consideration
 
proposals put forward by the Housing Development and Public Participation
 
Administration. 
As set forth i, the duties and responsibilities of the
 
Board, it shall determine the amounts and terms of mass housing loans,
 
individual loans and purchasers' share accounts. 
 It will also determine the
 
annual financing program of the Fund.
 

3. Source of Funds and Financial Structure
 

Revenues to be allocated to the Fund will be raised from
 
earmarked taxes on alcohol and tobacco, imported monopoly goods, petroleum
 
products, and electricity consumption. Revenues will also accrue from a
 
surcharge on foreign travel, 
a tax on purchase of buildings by foreigners
 
and allocations from the previous public housing law. 
A more detailed
 
listing is contained in Annex D-2 as well as a projected percentage
 
breakdown by category in Annex D-3.
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As now structured, the Fund is not capitalized. Revenues
 
attributed to the Fund will be deposited in
an account at the Central Bank
 
and disbursed according to loans that the Fund approves. Repayments of
 
loans will be paid to the Fund's Central Bank account.
 

Although there is an opportunity cost to the government of the
 
revenues generated by the Fund i.e., 
these revenues could be used elsewhere
 
for purposes resulting in different benefits, the cost to the Fund of these
 
resources is effectively zero. 
 That is,they are not scheduled for
 
repayment to government at some 
interest rate nor are they capitalized with
 
the aim of achieving some sort of return.
 

As long as new revenues are generated new loans can be made.
 
Whether or not the loans are repaid or whether the interest rate charged on
 
the lending activities is positive in terms of inflation will not impact in
 
an adverse way on any balance sheet/profit and loss accounting. (See
 
Section 4 below for a description of types of loans and related interest
 
rates). The problem will come if and when the revenue source is cut off or
 
diastically reduced. There is 
an impact, of course, which will be there
 
immediately in that the Fund's overall lending level will be determined
 
partly from the repayments it receives.
 

4. Types of Programs
 

The financing of housing will be the primary activity of the
 
HDF. It will not engage in lending directly but will make funds available
 
primarily through participating commercial banks. 
The process is described
 
more fully in the next section.
 

Funds will be made available for construction loans to developers
 
and for mortgage loans to individuals. 
Lending activity for individuals is
 
classified essentially into that arising out of building cooperatives and
 
that for individual credits not associated with cooperatives. As described
 
earlier, most formally constructed housing is being built through building
 
cooperatives.
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A further classification ismade between housing that is in
a
 
designated "mass housing area" (also known as "collective housing") and that
 
which is not. 
 A mass housing area must be designated as such by the
 
provincial governor. 
It must be part of an approved "city plan" which can
 
now be approved at the municipal level.
 

HDF has a financing "program", i.e. the terms of its loans, which
 
are approved by the Board. 
Because of inflation and changes in overall
 
interest rates the financing program will be changed each year. 
The
 
financing program basically relates to the size of the unit and whether it
 
is located in an approved mass or collective housing area. There is a limit
 
on the size of a unit that can be financed by HDF of 150 sq. meters.
 

The lending terms within the financirg program are different
 
depending on whether the development to be financed is within or outside of
 
a collective housing area. 
A collective housing zone is considered a
 
"preferred development area" and has infrastructure and social facilities.
 
If the project is not in such an area the developer must develop school(s),
 
small shopping centers, recreation areas, etc. 
 Interest rates and repayment
 
terms favor the collective housing areas becuase that's what the government
 
wants to encourage.
 

The current financing program is shown in the table below.
 

Table 8
 
Size of Maximum Collective Housing Outside Collective
 
Unit Loan 
 Area Housing Area
 

TL Interest Term 
 Interest Term
 

up to 60m 2 1,750,000 15 15 20 15
 
2
61 - 80 m 2,250,000 20 15 
 25 15
 

81 - lOOm2 2,750,000 25 15 30 15
 
101- i50m 2 3,250,000 35 10 
 40 10
 

For construction financing, within collective housing areas, HIDF will
 
finance 50% of the estimated cost of the housing and the plot development
 
costs. 
This will be in the form of a loan from the participating bank to
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the developer, currently set at 35% for 3 years but compounded and paid in
a
 
lump sum at the completion and sale of the project (say, an estimated 3
 
yrs.) Although it has not been finally settled yet the bank will pay HDF
 
32% on its loan, thus giving it a spread of 2% or 3%.
 

HDF will make a grant to the municipality for the off-site
 
infrastructure and social costs. It intends to charge each house buyer a
 
surcharge that would result in the recovery of 10% of these costs but it is
 
not clear how this will be collected. For instance, it could be included in
 
the house price and remitted by the developer.
 

For developers outside of collective housing areas HDF will lend for
 
40% of the estimated housing ai plot developmei.- costs at a rate of 40% for
 
three years.
 

For the house buyer the down payment will work something like this.
 
Using the example of a 60 sq. meter house and a loan of 1,750,000 TL, the
 
buyer will have to pay a 500,000 TL down payment of which 25% (125,000) is
 
paid to the bank initially and the remainder ispaid according to the sales
 
agreement between buyer and developer.
 

There are three alternative repayment schemes on mortgages offered
 
wider HDF financing. 
 The first is for a fixed rate level monthly payment
 
over the mortgage term. The second repayment scheme is a graduated monthly
 
payment mortgage increasing at a rate of 10% per year. 
The third is a
 
monthly payment based on a percentage of the minimum wage. Payments are
 
based on the interest rates and repayment periods for collective and
 
non-collective housing areas set forth above.
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The following tables set forth the basic repayment schedules:
 

Table 9
 

Fixed Rate Level Payment
 

Sq. Meters Max Collective Housing Outside Coll. Hous.
 
Size Unit Loan Amount Int Rate/Term Install. Int Rate/Term Install.
 
up to 60 1,750,000 15 - 15 23,200 20 - 15 28,300
 
61 - 80 2,250,000 20 -15 + 8,100 
 25 -15 + 9,600
 
81 - 100 2,750,000 25 -15 + 9,600 30 ­15 +11,000
 

101 - 150 3,,250,000 35 - 10 40 - 10
+13,000 +14,400
 

Table 10
 

Graduated Payment
 

up to 60 1,750,000 15 - 15 13,900 20 - 15 
 17,000
 
61 - 80 2,250,000 20-15 + 4,800 25 - 15 5,700
+ 
81 - 100 2,750,000 25 -15 + 5,700 30 -15 + 6,600 

101 - 150 3,250,000 35 - 10 + 9,100 40 - 10 + 10,000
 

Table 11
 

Pymt. as Percent of Min. Wage
 
Loan Amt. Within Mass Housing Area Outside Mass Housing Area
 

Int Rate Pymt Percent Int Rate Pymt Percent
 
1,750,000 15 40 20 45
 
2,250,000 20 50 
 25 60
 
2,750,000 25 
 65 30 80
 
3,250,000 35 85 35 
 100
 

Although no figures were available, officials of the HDF indicated that
 
the majority of borrowers were opting for repayments based on a percentage
 

of the minimum wage.
 

The old cooperative program, which the HDF is committed to finish,
 
provides long term loans for 14% for 15 years. 
The construction loan to the
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cooperative is for 9% up front each time there is 
a draw which is
 
capitalized and repaid at the end. 
 HDF indicates that the effective rate of
 
interest is about 30%. 
 The Emlak Kredit Bankasi which makes the
 
construction loans keeps the original deposit at no 
interest which is the
 
bank's compensation. There is an average two year construction period on
 
these projects.
 

It is clear that the terms for the new program encourage smaller units
 
presumably at less cost and presumably benefitting lower income families.
 
But with an interest rate of 25% for houses up to 100sq. meters, an
 
inflation still over 40% and no income limitations, the program is clearly
 
beneficial to higher income families.
 

S. Procedures
 

The law setting up the HDF provides a framework; the more
 
detailed rules and regulations are prepared by the Housing Development
 
Directorate (HDD). 
 The HDD is still in the process of completing these
 
procedures and this has caused some problems.
 

In all cases, the Fund will provide loans to the participating
 
banks who will on-lend to borrowers, either individuals or developers.
 
Under its individual credit program the Fund provides financing to the
 
participating banks for eligible loans but does not get involved at all in
 
reviewing these loans.
 

For projects involving a developer, a building cooperative or a
 
union of cooperatives, the developer/cooperative/union should come to see
 
the HDF to receive initial reactions before getting into detailed
 
preparation of the project. 
Before formally submitting a project to the HDF
 
the developer must have it approved by the municipality.
 

HDF will look at the "quality" of a project. Even though a project is
 
cleared by a municipality it could still contain housing units that are too
 
large or have construction standards that are too high. 
HDF will have
 
guidelines but not strict standards. The municipality will look at the
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project for conformance with building codes, land use plans, etc. 
 The HDF
 

will also look at the developer's capability, financial backing, reputation
 

and the construction system.
 

After HDF approves a project, it will issue a Certificate of Conformity
 

which the developer will take to the participating bank. The bank will
 

review the proposal and decide whether to make the loan. 
This is an
 
important point because HDF staff stressed that if the developer goes broke
 

the bank is at risk. HDF must still be repaid.
 

That is, after the bank approves a loan to a developer there will be an
 
additional loan agreement between ODF and the bank so 
that the bank can draw
 
down and on-lend as the developer needs money. DF intends to provide
 

financing for projects that are relatively simple and replicable; that is,
 

model projects.
 

The minimum cost of a 100 sq. meter unit at Kent Koop's Batikent
 
project is TL 4,275,000, with low cost land provided by the municipality.
 

Design and supervision costs are part of the dues paid by the cooperative
 
members to Kent Koop. 
Even in this case the purchaser would have to make a
 
25% down payment (TL 1,050,000 because the maximum loan for a 100 sq. meter
 
unit is TL 3,250,000). In other cases the cost of a 100 sq. meter unit
 

would run higher and could be much higher. Even by 1984 prices TL 6 million
 
for a 100 sq. meter unit was not considered excessive.
 

It is eventually up to the participating bank to review the individual
 
loan applications of the cooperative members or the purchasers of units from
 
a developer. 
The bank will make the mortgage loan in the first instance and
 
it will be responsible for repaying the HDF for the long term financing it
 

extends to the bank.
 

A flow chart indicating the process is contained in Annex D-11 although
 

it should be mentioned again that HDF is still finalizing its procedures.
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6. Organization, Administration and Staffing
 

a. General
 

As stated above, the HDF is organizationally part of the
 
HDPPA. 
HDPPA itself is composed of three major organizational units each
 
headed by a Deputy Director; (1)Housing Development, (2)Public
 
Participation and, (3)Personnel, Treasury and Operations. 
Annex D-1
 
contains organizational charts and brief functional statements.
 

The HDPPA is directly under the Prime Ministry. In addition to
 
the Housing Development Fumd and the Public Participation Fund, it
 
administers or will administer two other funds, the Development Support Fund
 
and the Gecekondu Fund.
 

The Deputy Director for Housing Development has two departments;
 
the Housing Credits Department and the Mass Housing Projects Department.
 
The Deputy Director for Personnel, Treasury and Operations provides
 
administrative, financial and training services to the two operating funds.
 
Several special positions, legal and a medical ioctor for the staff, report
 
directly to the Director of HDPPA.
 

The administrative cadres of the HDPPA were specified in 
an
 
addendum to Law No. 2983 (Law No. 3188, 5.1.1985) . The salary ceilings of
 
employees of the HDPPA are to be determined by the Board. This presumably
 
was done in order to be able to pay higher salaries and attract better
 
qualified personnel than would be possible under the very low standard
 
Turkish civil service scale.
 

The law specifies that there will be 230 people in HDPPA. 
There
 
are now 71 people on the rolls. But, for instance, as of August 1985, the
 
heads of the two departments in the Housing Development Directorate hadn't
 
been named. In sunmry, the 71 people currently inHDPPA in August 1985
 
include the Director, 3 Deputy Directors, 18 in the Housing Development
 
Directorate, 13 in the Public Participation Directorate and 36 in
 
Administrative Directorate.
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b. Housing Development Directorate
 

The Housing Development Directorate is responsible for
 
administering the Housing Development Fund. 
As stated above, the Housing
 
Department Directorate has two departments, Housing Credits and Mass Housing
 
Projects. The Housing Credits Department deals with transfers of money from
 
the Central Bank to participating commercial banks and orders to the
 
participating banks, the latter including funds for individual credits.
 
Substantive work on project appraisal is done by the Mass Housing Projects
 
Department (MHPD).
 

The functional activities of the 
I-PD fall into three areas:
 

- Cooperative Projects 
- This area includes both the old
 
projects started under the previous mass housing law and the neq projects.
 
Most of the disbursements under the ODF to date have been for the old coop
 
projects. However, disbursements are now starting on new projects.
 

-
 Mass housing projects by private developers.
 

- Investment and Management Projects -
The DF provides loans
 
for investments to produce industrial housing (prefab) and housing
 
materials. 
That is, financing for plant and equipment. But it must be
 
related to a housing project and therefore, must be for a related investment
 

by a developer.
 

The Housing Development Directorate's 18 people, in addition to
 
the Deputy Director in charge, are composed of the following:
 

Architects - 5
 

City Planners - 2
 

Civil Engineers - 2
 

Economists - 3
 

Cartographer - 1
 

Demographer - 1
 

Environmental Engineer - 1
 

Geologist/Engineer - 1
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People in Turkey are often identified by their degrees, not by
 
their functions. 
The above group has not yet been assigned specifically to
 
one of the two departments. For instance, one senior architect and one
 
economist are working on the preparation of all protocols, regulations,
 
procedures and by-laws relating to the operation of the HIDF. 
 The other two
 
economists are working on matters pertaining to the Housing Credits
 
Department. That is, professionally they are economists but they are
 
working on finances. The environmental engineer and the demographer, both
 
young professionals, appear to be research assistants doing special
 
research. This should all be considered bearing in mind that the
 
participating bank handles project and borrower appraisal.
 

The administrative functions pertaining to the Housing
 
Development directorate are carried out by staff of the Administrative
 

Directorate. This includes secretaries (but see below).
 

For the old cooperative projects which were started under the
 
Mass Housing Law of 1981 there is no evaluation. The borrower is just
 
coming in for credits to finish. The Housing Credits Department handles
 
this. 
 A new project application first goes to the Administrative
 
Directorate where it's logged-in. 
 It's then sent to HDD where it's assigned
 
to a team which includes a civil engineer, an architect and the
 
cartographer. Final project recommendations to the Director of HDPPA are
 
made by a "Commission" of five senior people as follows: 
 a planner, two
 
architects, one of the economists and one of the civil engineers.
 

To carry out research activities in areas of interest to the Fund, it
 
has contracted out to the Building Research Unit described earlier. 
Studies
 
are underway in four areas: 
 project criteria; relationship between housing
 
types and costs; various forms of management for the maintenance of housing
 

projects; and appropriate building technology.
 

7. Operations To Date
 

As with its procedures and regulations, the HDF's accounting and
 
financial systems are still in a stage of development. The team was
 
provided with a set of the latest financial reports through July 19, 1985.
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Te revenues and expenditures for the fund since its inception in
 
April 1984 are as follows:
 

Table 12
 

TL (millions)
 

Revenues 
 Expenditures
 

Tobacco/Spirits 52,499 Old Coop. Program 96,297 
Petroleum Products 47,172 Individual Credits 37,500 
Funds from other Laws 24,127 Coops In Mass Housing 732 
Imported Goods 22,366 Coops Outside Mass Housing 1,460 
Foreign Travel 12,623 Tourism Credit 3,375 
Imports with Waiver 3,139 Land Expropriations 549 
Foreign Pur. of Bldgs 341 Transfer to Dev. Sup. Fund 5,000 
Payment Penalties 107 Research Expend. 21 

Administration L220 

162,374 146,154 
Unexpended 16,220 

162,374 162,374 

This indicates that over the first fifteen months (assuming no lag in
 
reporting) the Fund has taken in
an average of TL 10.8 billion per month.
 
At an exchange rate of TL 530 to $1 this translates into annual revenues of
 
some $245 million. However, when one substracts the revenues collected
 
during the first seven months of TL 54 billion, a start-up period, the
 
average monthly revenues for the next eight months average TL 13.5 billion.
 
This is equivalent to an annual rate in dollars of $306 million. 
While a
 
substantial amount, this is still well under the figure of $500 million that
 
is used when discussing the eventual annual revenues of the Fund. 
It is
 
assumed that the system is still not capturing all taxes or there has been a
 
significant over estimate. However, in an absolute sense the Ftmd is
 
generating major revenues which it must program.
 

On the expenditure side, 65.8% of expenditures to date have gone to
 
provide credits for cooperative projects started under the previous mass
 
housing law. Through the Fund's first 
seven months, however, the figure was
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87.9% so disbursements for these old projects are coming more in line with
 
the Fund's own projections for 1985 of 45%. 
 (See Annex D-4 for projected
 
percentage breakdown of disbursements).
 

Individual credits also take up a large percentage of disbursements at
 
25.7% which is also higher than projected by 5.7%. Thus, it can be seen
 
from the table above that to date there have been few disbursements under
 
the new program for cooperatives ar.. 
 nothing shows up for developers within
 
or outside of the mass housing areas.
 

There have been 79 Certificates of Conformity issued to building
 
cooperatives under the new law for 4,764 units and a total loan amount of TL
 
13.1 billion. 
For developers, there have been only 3 Certificates issued
 
for 331 units amounting to TL 910 million. 
Thus, the program appears to be
 
starting somewhat slowly with the bulk of 
-he disbursements to date (over
 
90%) going to clear the backlog of the old program. It should be noted that
 
tae interest rate on the old cooperative program was only 14%.
 

Administrative charges, including expenditures for contract research,
 
amount to less than 1% of disbursements, which appears very low. Among
 
other things this probably reflects understaffing and the fact that the
 
processing of disbursements for old projects can be accomplished very easily.
 

Annex D-6 contains the revenues and expenditures for all of the Funds
 
i.e., Housing Development, Public Participation and Development Support,
 
that are under the HDPPA. There is no balance sheet accounting, at lec.st
 
that is printed out, which would indicate assets in the form of outstanding
 
loans. Presumably all loans made by the Fund to date would represent
 
outstanding amounts since repayments would not have started. 
But certain
 
expenditures are for operative expenses and would not be assets.
 

In addition, the Fund has assumed some TL 26 billion owed under the old
 
cooperative program where some repayments including interest must be
 
beginning. Similarly, there are some additional civil service loans for
 
housing that were assumed by the Fund. 
These figures were not made
 
available to the team nor were they in any published reports. 
One problem
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is that the Fumd doesn't have any liabilities or capital account the way
 
things have been set up to date; just income.
 

To put the financial figures into some perspective, the Fund has now
 
extended credit to 2,667 old cooperative projects involving 162,273 housing
 
units aid financing for individual credits amounting to another 29,771
 
units. 
 For new projects, building cooperative projects amount to 106 and
 
developers only three with the total number of units at 6990. 
 This, of
 
course, is consistent with the financial figures; most of disbursements so
 
far have gone to finance units in the old program.
 

FDhas not developed an information system that enables one to
 
ascertain either the size or total cost of units being financed and, as
 
described in the section on the Emlah Credit Bank, income is not considered
 
when processing a loan application. However, the average loan can be
 
ascertained from the figures provided. 
These are shown in the Table below:
 

Table 13
 

(million TL) (TL)
 
Units Tot. Credit Av. Loan
 

Old Coop. Program 162,273 
 235,817 1,453,211

New Coop. (outside Ml-A) 1,895 1,766 
 932,137
 

New Coop. (MIA) 
 4,764 13,127 2,755,500
 
Dev. Hous. (MHA) 331 910 2,750,000
 

Every source that the team talked to said that 100 sq. meters was the
 
accepted norm that every family aspired to. 
Under the HDF's financing
 
program the maximum loan for a unit of 100 sq. meters is Ty. 2,750,000. The
 
above figures would indicate that, at least for projects in mass housing
 
areas, this is what is happening. Given income levels, units larger than
 
100 sq. meters with a larger loan run into affordability problems.
 

Tables providing further background to the above are contained in
 
Annexes D 7-10.
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8. Conclusions
 

The conclusions set forth below are based on a relatively short
 
visit to Turkey with a small team that also worked with other insitutions.
 

They must be read in that light and also with the understanding that some
 
are impressionistic and not based on a detailed study of the HDF.
 

With the political commitment that the government has made to
 
provide more housing, with the importance it attaches to housing as a
 
multiplier of economic activity, with the huge resources 
that will flow into
 
the IDF and with the consideration of the government's housing activities in
 
the IDPPA, HDPPA is in a powerful position to influence housing policy.
 

It is recognized, however, that determination of policy with
 
regard to housing will be closely held at top echelons of government.
 

Nevertheless, HDPPA will be looked to to provide policy guidance and the
 

Director of HDPPA will be in a position to provide this.
 

To do this, however, the Housing Development Directorate of HDD
 
must be staffed with people having the expertise to take the lead on
 
policy. This points up what appears to be a problem with the HDD so far.
 

That is, staffing is proceeding very slowly.
 

11E)D appears to be clearly understaffed to take on its expanding
 
role. There is 
no head for either of the two departments under the HDD; the
 
Housing Credits Department or the Mass Housing Projects Department. The 18
 
current staff of HDD perform fw'ctions related to both departments. In the
 
authorized level of positions for the HDPPA as a whole, it is not clear how
 

many will ultimately be allocated to HDD. 
Nor is there a detailed
 
functional breakdown of positions eventually to be established in HDD. What
 
is available is a list of positions by degree level.
 

The need for additional staff is recognized by the Director and
 
he indicated a specific recruitment drive was being mounted. However, it
 
would appear that the needs for different skills and skill levels needs to
 
be more specifically defined. 
This applies not only to operations but to
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the type of people needed for poliiy work and to carry out the research
 
functions that are necessary to support both policy and operations.
 

Right now HPPPA has contracted out fcur research projects to the
 
Building Research Unit (BRU) as described earlier. To do this effectively,
 

however, the organization needs people knowledgeable about the areas of
 
research that are needed. One organizational change which the Director
 

should consider is to add a Policy and Research Department in the IH1D.
 
While the BRU appears to be an excellent institution, outside contracts need
 
to be carefully handled. A Policy and Research Department would also be the
 

focal point for developing policy positions for HDPPA in housing.
 

One manifestation of the lack of staff is that the procedures of
 
the HDF are still being developed. This in turn has led to some uncertainty
 

at 
the nunicipal level and with developers as to the exact procedures. It
 

also appears that the detailed working procedures with participating banks
 

have still to be completed. While this is to be expected for an
 
organization only about a year and half old with huge resources to move, it
 

also identifies an area that needs priority attention. Most of the
 

resources of the Fund to date have gone to finance old projects already in
 
the mill. These will run out and the developnent of new projects must
 

proceed if the Fund is to succeed. This will require that procedures and
 

regulations he finalized.
 

With regard to financial aspects, the current staff of HDD
 

appears to be more focussed on project work rather than financial systems.
 
While it may be that the Administrative Directorate will de all of the HDD's
 

financial work it would seem that there is scope to expand the type of
 

accounting and reporting that the Fund will need.
 

This raises the question of the financial structure of the Fund.
 
As stated earlier, it would appear that the Fund needs to capitalize itself
 

and restructure its finances. Income from operations i.e., interest on
 
loans, will soon start to flow. 
This needs to be separated out from the
 
huge revenues that are flowing in from taxes which are really capitali­

zation. 
For the reasons outlined in the earlier section, it is recommended
 

that the Fund set up its accounts as a regular banking operation would.
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Also, on [he Einancial sic:e, the Fund needs to look at the long
 
term nature of its operations and the role itwill play. Right now it is
 
actively involved in the initial review oF projects before providing a
 
certificate of conformity whicli the developer/cooperative can take to a
 
participating bank. 
The Fumd then provides financing in the form of loans
 
to those banks to be used for both construction financing and long term
 
nortgages and, as understood, loans to banks (so far the EIKB) for the
 
individual credit program as well.
 

Several alternatives can be considered. 
One is that the Fund get
 
completely out of the project review process. 
It would establish very
 
careful criteria of what kind of loans it would finance. It could then buy
 
mortgage loans from participating banks which iet the qualifications with
 
the bank retaining the servicing function. 
Thus, the Fund would become a
 
secondary financing facility. 
At some point it could package these loans
 
for re-sale to investors or ibsue mortgage-backed securities to the same
 
market. This is particularly important if the flow of earmarked funds was
 
to be cut-off or significantly reduced at some time in the future. 
There
 
are other alternatives, all of which would require further study.
 

If the function of project development becomes a problem e.g.,
 
that developers and smaller municipalities need help in preparing projects
 
meeting the Fund's criteria, the Fund could establish a small highly
 
qualified staff to provide technical assistance to the
 
developers/municipalities in assembling projects. 
This would be different
 
from the project review/appraisal process however.
 

Finally, there is the question of interest subsidies and the
 
market to be served by the Fund. 
 It seems to be generally recognized that
 
the Fund is aimed at a middle and upper middle income clientele. Certainly
 
there are no income restrictions, the maximum size house that can be
 
financed is quite large at 150 sq. meters, given the cost of construction
 
and the maximum loan, a substantial payment on the part of the borrower is
 
required and the interest rates being charged are very favorable.
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The World Bank has made strong arguments in its recent study of
 
the housing finance sector of the need to get interest rates on the Fund's
 
lending program in line with inflation, particularly to avoid giving a
 
windfall to higher income families, and they do not need to be repeated. 
It
 
is also acknowledged that middle income families are perceived in Turkey to
 
have suffered heavily under recent inflation. It would seem, however, that
 
the activities of the Fund could be targetted more effectively at a broader
 
income range. The interest rate on loans clearly favors smaller units but
 
there is
no income test nor is there any program promoting smaller units or
 
loans to lower income families. This is a problem that needs to be
 
addressed if the Fund is to adequately serve all income levels 4n Turkey on
 
a balanced basis.
 

The final point concerns training. The Director of HDPPA stated
 
very strongly his feeling that HDPPA needed to mount a major training
 
program. 
He felt that this should embrace all approaches; long term
 
training perhaps out of the country for selected staff, short term
 
specialized training abroad, short term training in the formn of workshops
 
and seminars in Turkey, the provision of advisors who could help establish
 
better operating systems and procedures. In the latter regard, a member of
 
this team introduced the methodology developed by AID for projecting the
 
housing needs for a country. Such a methodology would appear to be very
 
useful to the HDPPA as 
it programs the activities of the Fund and it is
 
hoped that further work will be done on adapting the methodology to Turkey.
 

As to a detailed program of training from individuals this was
 
beyond the scope of this study at this time. 
As a first step, the HDPPA
 
needs to finalize its organization with regard to the HDD and the Fund (some
 
recommendations were suggested above), clearly delineate a staffing pattern
 
by functional positions and finish hiring the key people. 
In the meantime,
 
selected training could be commenced depending on the Director's
 
priorities. The analysis of the Fund in this section points out the areas
 
that could be addressed.
 

While the comments above may appear overly critical and
 
presumptuous in many cases given the short time in Turkey, it is hoped that
 
they be viewed constructively. 
It should be noted that the reaction among
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all people that the team interviewed was universally favorable to the Fund's
 
activities so far; that substantial money was flowing and that the Fund
 
represented a real departure from bureaucratic delays. As the Fund moves to
 
higher levels of financing it needs to maintain this reputation.
 

B. Emlak Kredi Bank
 

A. Background
 

Emlak Kredi Bankasi (Real Estate Credit Bank of Turkey -

EKB) is a state-owned joint stock company established in 1946. 
At that time
 
it took over all of the assets and liabilities of the Emlak ve Eytam Bankasi
 
(Property and Orphan's Bank) which had been established in 1926. EKB is one
 
of the eleven government banks founded by special laws and, along with
 
thirteen foreign banks and twenty four private commercial banks, constitutes
 
the banking sector. It is considered a deposit money bank and raises the
 
bulk of its resources from deposits.
 

EKB was established to provide housing and housing
 
construction credits and, in fact, is the only bank which, by law, is able
 
to provide credits for housing. 
 It also, however, can provide commercial
 
and agricultural credits and a large pert of its portfolio consists of short
 
term coimnercial credits. 
The EKB operates inaccordance with Turkish
 
banking and commercial codes and is also subject to the decree which governs
 
State Economic Enterprises. The functions of the EKB set forth by decree
 
are contained inAnnex E-1.
 

EKB is a large institution with TL 533.6 billion (about
 
$1,240 million at that time) in assets as of Dec. 31, 
1984 with a staff of
 
around 6300 and 300 branches.
 

The balance sheet and profit and loss statement for 1983
 
and 1984 are contained in Annexes E-3 and E-4.
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2. Capitalization
 

The authorized capital of the EKB is TL 20 billion, 55% of it in A
 
shares and 45% of it in B shares. 
All of the A shares are allocated to the
 
Ministry of Public Works and Resettlement (,M4PWR) 
and almost all (99.5%) of
 
the B shares to the Ministry of Finance. 
Most of the remaining B shares are
 
allocated to the Civil Service Pension Fund and token amounts to the
 
National Insurance Company, Is Bank and Sumerbank.
 

The paid-in capital as of 9/30/84 amounted to TL 10.5 billion with MIPWR
 
contributing most of its allocation of TL 11 billion of A shares and all of
 
the token allocations of B shares paid. 
This leaves the MOF with the
 
largest part of the un-paid capital.
 

3. Lending Activity
 

Although it is set up as the only bank in Turkey that can provide loans
 
for housing, EKB also engages in commercial lending, construction lending
 
and a small amount of agricultural lending. In addition to housing loans
 
utilizing its own resources EKB originates and services housing loans from
 
resources provided under several government programs. The following table
 
indicates the distribution of lending activity by EKB amoung the major
 
categories of loans. Mortgages loan levels related to the bank's own
 
resources are separated from those utilizing government resources,
 

Table 14
 

Loans Outstanding
 

(millions of T)
 

12-31-81 12-31-82 12-31-83 
12-31-84
 

Commercial Credits 
 22,355 37,207 57,304 64,429
 
Construction Credits 
 8,224 15,577 15,862 NA
 
Mortgage Credits (EKB resources) 8,397 12,152 21,103 31,909
 
Mortgage Credits (government programs) 9,481 
 18,885 40,813 115,770
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Source: EKB Publications. Agricultural credits are included in
 
commercial credits. Construction credits are mostly for contractors
 
operating overseas and are included in "other assets" on the balance sheet.
 

As can be seen from the above table, commercial credits increased by
 
66.4% from 1981 to 1982 and another 54% from 1982 to 1983 while mortgage
 
credits utilizing the bank's own resources grew by 44.7% from 1981 to 1982
 
and increased by 73.7% from 1982 to 1983. 
 By the end of 1984, commercial
 
credits outstanding had grown to TL 64.4 billion, up only 12.4% from the end
 
of 1983 while mortgage credits had increased by 51.2% to TL 31.9 billion
 

with the absolute gap closing slightly. Mortgage credits represented only
 
22.4% of outstanding loans at the end of 1983 using the bank's own
 
resources. Comparable figures aren't available through the end of 1984 but
 
would have been higher.
 

On the other hand, mortgage credits outstanding utilizing government
 
resources have increased dramatically from TL 9.5 billion at the end of 1981
 
to TL 18.9 billion in 1982, TL 40.8 billion at the end of 1983 and TL 115.8
 
billion at the end of 1984. This represents annual rates of increase of
 
98.9%, 115.9% and 183.7% respectively.
 

What this reflects is a substancial and increasing flow of resources
 
for housing from the government with the huge increase in 1984 reflecting
 
the creation of the new mass housing fund. 
 There is also a tendency for EKB
 
to increase the percentage of its own resources into housing against more
 
profitable commercial lending although the increase is not major. 
The
 
interest rate on short term commercial loans is on the order of 70% while
 
EKB is able to charge only 21% 
on housing loans with its own resources.
 
Even with an additional 9% from the government's Interest Rate Rebate Fund
 
EKB loses substantially on its mortgage lending activity with its average
 
cost of funds around 40%. Government programs pay EKB a negotiated spread
 
to originate and service these loans.
 

Inaddition, the substantially increased level of mortgage lending from
 
government sources will clearly put some strain on the absorbtive capacity
 
of the EKB mortgage lending, servicing and accounting operations. In a
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review of workload wi
9 h the head of EKB's accounting department, it was
 
stated that the lending generated by the Housing Development Fund will
 
double the workload of EKB with a substantial effect on accounting alone.
 
At present, all records relative to the lending activities of the 300
 
branches are submitted to headquarters by hand. What is needed is a system
 
wide accounting design utilizing an expanded computer capability. The
 
Director of the [HDPPA has expressed interest in receiving technical
 
assistance to this end.
 

4. EKB Mortgage Lending Programs
 

The standard mortgage loans made by the EKB are fixed rate, a low
 
maximum loan (TL 2 million) relatively short term (fifteen years) with a
 
subsidized interest rate to the borrower. 
However, there are a variety of
 
interest rates and terms associated with the various government programs.
 

There are several points worth noting relative to the mortgage lending
 
by EKB. The first is that with the increasing cost of housing relative to
 
wages and the maximum loan set at a low level, 
the down payment (or up-front
 
costs) to buy a house becomes prohibitive for lower income families. 
For a 
house of, say, 80 square meters costing TL 3,200,000 the down payment would 
be TL 1,200,000 or almost 40%. The arrangement followed by most families is
 
to associate with a building cooperative whereby a certain amount 
is paid up
 
front and additional payments are made during the construction period.
 

The second point is that the EKB does not consider income in appraising
 
an application for a mortgage. 
With an inflationary economy and the high
 
down payments required, the investment that a family has in its house
 
relative to payments is so great that there are very seldom foreclosures.
 
The lending institution, on the other hand, obviously has a substantial
 
coverage of its risk. Therefore, it is assumed that any person able to come
 
up with the initial costs of a house will not apply for a mortgage loan
 
unless he can handle the payments. Although EKB did not provide any
 
statistics on delinquencies, they were stated to be practically
 

non-existent, less than 1% overall.
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There is also a tendency for people to pay off their loans early if at
 
all possible; for instance, if
a lump sum pension payment is received. The
 
average life of a 
mortgage was said to be five years although nc statistical
 
reports on this were made available. From a financial standpoint, paying
 
off a mortgage with an interest rate considerably below the inflation rate
 
would not make sense but in Turkey there is a very strong feeling to be free
 
of debt.
 

A brief description of EKB's various mortgage lending programs
 
utilizing its own resources is provided below. 
(also see Annex E-6). By
 
far the greater part of its lending activity for housing, as shown earlier,
 
is from government resources. That program is described under the section
 
on the Housing Development Fund.
 

Building Savings Credits
 

These are loans to finance the purchase of collective housing by people
 
who currently do not own such property and who must have opened a savings
 
account at 
the bank with the aim of purchasing such property. The Building
 
Savings System has been operated by EKB since 1951 and has been revised
 
several times inorder to keep up with changing conditions. The current
 
guidelines provide for a minimum loan of TL 1,000,000 and a maxiumum loan of
 
TL 2,000,000. Within these limits, it 
must be disbursed in increments of TL
 

TL 500,000.
 

In order for a person who opens a building savings account to be
 
eligible for a housing credit, the person must wait for one year following
 
the date on which the account was opened, must have accumulated 25% of the
 
amount to be borrowed in their account, and must meet certain eligibility
 
criteria. 
This type of credit has a term of 15 years and an interest rate
 
of 21%.
 

Credits Given to Turkish Workers Abroad:
 

These are loans to Turkish citizens who work abroad and are processed
 
in accordance with the Building Savings System. 
The loans may be made for
 
TL 2,000,000, TL 2,500,000, or TL 3,000,000. Depending on the size of the
 
loan, 15,000, 20,000, or 25,000 Deutsch Mark or equivalent in other foreign
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currency, must be presented and their equivalents inTurkish Lira must be
 
deposited in "Overseas Blocked Housing Accounts." The loan can be made one
 
year after the account has been opened.
 

If the loan is to be for collective housing, the term is 15 years and
 
if the loan is to be for construction or purchase of completed buildings,
 
the term of the credit is 10 years. The interest rate is 21%.
 

Housing Credits for Retired Civil Servants
 

These are loans to civil servants who retire after completing
 
government service and who are covered by the government Retirees' Fund.
 
They must deposit the premiums they receive from this fund in 
a "Retiree
 
Housing Savings Account" at EKB and must wait for one year following the
 
date on which the account was opened. The amount of the loan is double the
 
amount of the retiree premium to be deposited and it has a term of 20 years
 
with an interest rate of 12%.
 

Credits Given to Co-operatives
 

These are loans to organizations and building co-operatives which
 
intend to build collective housing for their members. 
 If the member
 
currently does not own another property and if the housing to be built by
 
the co-operative is collective housing, then the term of the credit is 15
 
years and an interest rate of 251 is applied. The maximum loan amount is TL
 
1,000,000.
 

If the member owns another property or the housing to be built by the
 
co-operative is not social housing, then the term of the loan is 10 years.
 
An interest rate of 40% will be charged with the provision that the
 
individual member pays an interest differential totaling 10% of the total
 
interest due. The credit ceiling isTL 750,000.
 

- 75 ­



Houisirg Credits 

These are credits other than building savings credits, and are given to
 
persons who apply for credits in parts of the country wqhere the building
 

savings system is not available. The loans are made to persons who
 

currently do not owm property, and no waiting period is involved.
 

The total area of the housing to be financed must not be greater than 

100 M2 , there must not be a residence permit on the date on which the loan 
is applied for or if it has been issued, it must bear an issue date of no 

longer than a year prior to application for the loan. The term of the loan 

is 15 years, the interest rate is 25% and the maximum credit is TL 1,000,000. 

Credits for Construction and Repairs
 

These are loans to persons who aren't already receiving housing credit
 

and who wish to complete a building under construction. The term of this
 

type of loan is 10 years. An interest differential of 10% will be charged
 

on top of the 40% annual interest rate and the maximum loan amount is TL
 

500,000.
 

Credits for CoTleted Buildings
 

These are loans for buildings that do not qualify as buildings under
 

construction; the term is three years. A 10% interest differential will be 

charged on top of an annual interest of 40%. This type of credit differs 

from other types of credit in that interest cpitalization is carried out 

quarterly. The maximum loan amount is TL 300,000. 

Credits for Prevention of Slum Development
 

These are loans from bank sources for the completion of housing being
 

built on land donated by the Ministry of Infrastructure and Construction or
 

by municipalities in areas designed for prevention of the development of
 

slums in accordance with the Slum Law #775.
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For "low income" families, the term of the loan is 15 years with
 
an interest of 12% and a maximum loan of TL 400,000.
 

For loans to building cD-operatives formed by "low income"
 
families, the term of the loan is 10 years, the interest rate is
 
12% and the maximum loan amount isTL 600,000 per member.
 

The following table provides a break-down of the outstanding balances
 
of the various categories of housing loans from 1981 up until June 30, 1984.
 

Table 15
 
Real Property Credit from EKB Sources
 

(million TL)
 

12-31-81 12-31-82 12-31-83 12-31-84 

Housing Credits 
Misc. Credits (other

than Housing) 
Bldg. Savings Credits 

7,245 

747 
399 

10,995 

723 
428 

19,509 

1,092 
482 

22,838 

842 
1,234 

8,392 12,146 21,084 24,914 

Real Property Credit from Outside Resources 
(million TL) 

Turkish Wcrkers Abroad 
Loans due to Disasters 
Slum Fund 
Housing Purchase & Use 

1 
3,8Z7 
3,664 
1,947 

1 
4,334 
4,697 
2,992 

2 
5,426 
5,420 
3,496 

1 
5,873 
5,551 
3,543 

Fund 
Public Housing Fund 
Negotiated Credits 

-
46 

6,581 
283 

21,242 
5,246 

31,952 
6,496 

9,486 18,890
S. Resource Mobilization 

40,832 53,688 

As a deposit money bank, EKB raises the bulk of its resources through
 
deposits and thus competes with all of the other banks for these deposits.
 
It appears to compete successfully and at 
the end of 1983 EKB ranked seventh
 
amoung the 42 banks in Turkey in total deposits. At that time it had
 
deposits of TL 136.2 billion out of total deposits in the system of TL
 
3,386.7 billion or 4% of the total. 
 Almost 25% of the deposits were held by
 
the government owned agricultural bank.
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Very little money isgoing into term deposits of longer than six months
 
because of the uncertainty concerning the direction of the economy. 
Of the
 
bank's TL 136.2 billion of deposits at the end of 1983, 51.2% or TL 69.7
 
billion was in fixed term deposits and the remainder indemand deposits.
 
However, at that time fixed term deposits with withdrawal on notice were
 
permitted and by September 30, 1984 when tmaj 
cieposits ',ad grown to TL
 
194.2 billion, fixed term deposits had risen to TL 130.3 billion or 67% of
 
the total. 
 Of the TL 130.3 billion total in fixed term deposits, TL 99.4
 
billion were one and three month deposits with an early withdrawal notice
 
allowed indicating the popularity of this type of deposit. 
Total deposits
 
h-i grown to TL 235.4 billion by the end of 1984 but no breakdown was
 

obtained.
 

As to sources of deposits, commercial deposits accounted for 20.5% of
 
the total as of September 30, 1984, government sources constituted 13.8% and
 
individual savings made up 64.3% of the total. 
Various other deposits
 
constituted the remainder. 
Annex E-6 gives a breakdown of deposits by type.
 

As stated above, EKB seems to be competing successfully with other
 
banks for deposits. 
From 1079 to 1983 its growth in deposits has
 
significantly oustripped the banking system in total. 
 With deposit rates
 
set by the government, competition has to be on services and coverage. 
It
 
is possible that the demand for housing finance is 
so great that individuals
 
will save at EKB with the hope of eventually obtaining a mortgage loan.
 

As discussed in the lending programs section above, the building
 
savings program, incltuirg the program for Turkish workers abroad, and the
 
retirees' credit program require deposits in blocked accounts in order to
 
participate. Such blocked accounts, however amounted to only TL 2.2 billion
 
at the end of 1983.
 

Of more significance to the bank, however, in its lending operations,
 
is its acting as intermediary for a variety of government programs. 
At the
 
end of 1983 the total funds available to the bank for lending for such
 
sources including the blocked funds mentioned above amounted to TL 51.4
 
billion. 
This was up from TL 20.4 billion in 1982. Of more importance, it
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had jumpted to TL 130.6 billion by December 31, 1984 indicating the rapid
 
increase in government programs. A breakdown of the "funds" category for
 
1982 and 1983 is contained inAnnex E-5.
 

Finally, EKB is the only deposit money bank which has also raised money
 
through the issuance of bonds. 
To date the bank has issued eighteen sets of
 
savings bonds totalling TL 18.8 billion. 
As of December 31, 1984
 
outstanding bonds amounted to TL 7.2 billion.
 

There were two issues amounting to TL 10 billion in 1983. 
The first
 
one of TL 5 million was for a one year term paying 34% compounded quarterly
 
and the second issue of TL 5 million was for a twenty year term but readily
 
convertible to cash and paying 20%. 
 Both issues were sold out.
 

However, although the bank had previously had a ceiling on issuance of
 
bonds of four times authorized capital it has now been restricted so that
 
bonds outstanding cannot exceed paid-in capital. 
This would appear to limit
 
significantly the bank's capacity to raise resources through bonds.
 

6. Organization and Personnel
 

The organization chart of the bank is 
set forth inAnnex E-2. The bank
 
has a general manager, five assistant general managers and several
 
department heads who report directly to the GM. 
The current GM was
 
appointed in early November 1984 after being in
an acting capacity for three
 
months. 
He has been with the bank for 25 years serving in variety of
 
positions.
 

Three of the A(i4's cover the major line responsibilities of deposits,
 
credits and construction as well as other functions and the other two are
 
staff related dealing with training and accounting. Departments reporting
 
directly to the GM include personnel and planning and research.
 

The bank has 300 branches with good coverage throughout the country;
 
somewhere around half of the branches located in communities on the or-ier of
 
SO,000 or under. 
The bank's program for opening new branches is reviewed
 
periodically and locations that are not deemed profitable are dropped.
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The increase of the bank's branches by years is shown below:
 

Table 16
 

Years Total # of Branches # of Branches Opened
 

during year
 

1979 238 
 22
 
1980 260 
 22
 
1981 287 
 27
 
1982 292 
 5
 
1983 299 
 7
 

November 1984 300 
 1
 

Despite the growth in the bank's operations, there has not bean a
 
significant change in the number of personnel employed with the exception of
 
1982 when a 440 person security staff was hired to comply with government
 

regulations.
 

A breakdown of the number of personnel employed by the bank and the
 
bank's personnel expenditures have been given by years in the table on the
 
next page:
 

Table 17
 
Year Number of Personnel Personnel Expenditures
 

(Thousand TL)
 

1979 5229 
 920,310
 
1980 5267 
 1,428,061
 
1981 
 5465 1,810,166
 
1982 6134 
 2,585,342
 
1983 
 6227 3,398,387
 
1984 (thru Sept.) 6317 2,997,336
 

Although 62 new branches were opened from 1980 to the end of 1984 only
 
about 650 new employees were hired other than the security staff. 
 The
 
average number of employees working at a bank branch nationwide is 22.4; the
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average number working at private banks is 23.9 while EKB employs 20.8
 
employees on the average at 
its branches.
 

The average monthly expenditure on personnel salaries at EKB was TL
 
45,479 in 1983, for all banks it 
was TL 207, 394. This highlights a
 
problem. 
As a government bank EKB's salaries are controlled. This makes it
 
more difficult to compete with private banks for good people.
 

A general breakdown of personnel by headquarters and branches and by
 
type of personnel at June 30, 1984 is given below:
 

Table 18
 
Classification Headquarters Branches Total
 

General Admin. Services 568 
 4339 4907
 
Technical Services 
 44 109 153
 
Health Services 
 10 
 1 11
 
Training Services 
 4 
 - 4
 
Legal Services 
 8 21 29
 
Auxiliary Servica's 
 260 
 932 1192
 

Total 894 
 5402 6296
 

Workers 

53
 

6349
 

7. Building Construction by the Bank
 

The banks regulations permit it to engage in building housing as well
 
as providing housing credits. 
The bank gives priority to "collective"
 
housing construction and builds all the necessary infrastructure, roads,
 
railroads, bridges and schools needed to service its housing projects. 
In
 
cases where the bank is building on high priced land which it 
owns in large
 
urban areas, it ensures that the construction is in keeping with current
 
city planning codes and fits in with the building style of the area in which
 
it is located. 
The revenue obtained from the sale of such expensive
 
buildings is channeled into construction of collective housing.
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Construction activities are carried out by two departments under an
 
Assistant General Manager. The Real Estate Department is in charge of land
 
purchase and the Construction and Technical Projects Department carries out
 
project studies, design and supervises construction. The Construction
 
Department maintains site offices in the areas where major projects are
 
underway. The bank generally utilizes construction companies in which it
 
has a participation but projects are open to outside contractors.
 

Despite the decline in the construction and housing sector in the past
 
several years, the bank has been carrin', g out construction projects at a
 
growing rate. 
The bank's 1984 program called for construction of 1,200
 
units and in 1983, 2915 units were completed. The number of housing units
 
built by the bank from the date it was established to November 1984 was
 
23,006. It had four projects totalling almost 14,000 units planned for 1985.
 

The bank has also begun undertaking government building projects as
 
well its own projects. The first example of such a project is a 2020 unit
 
army housing project along with the necessary infrastructure. The target
 
completion date for this project was 8/30/85. 
 In addition, the first stage
 
of a civil servants' housing project, coordinated by the Ministry of Public
 
Works and Resettlement (MPWR), is under construction on a site belonging to
 
the bank. This project will consist of 800 units and the initial stage of
 
the project including 180 units was started in August 1983. 
 A 400 unit
 
housing project for Members of Parliament was started in October 1984.
 

Aside from these projects, 1500 units of rental housing are to be built
 
in 31 different locations with funds frcm the Slum Fund of MPWR along with a
 
2,679 unit project for earthquake victims in the Erzurum/Kars area.
 

8. Conclusions
 

The short time in Turkey that was available to the team and the
 
complexity of a bank as large and diverse as the EKB make itdifficult to
 
reach any firm conclusion on its activities. The World Bank has identified
 
high transaction costs as a problem in the banking sector and thec is 
no
 
reason to conlude that EKB does not suffer from the same problem with its
 
large number of branches scattered all over the country.
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The Housing Development Fund is expected to generate some TL 265
 
billion in revenues per year. 
To date, almost all of its resources have
 
gone through the EKB. 
Although HDF is attempting to interest other banks in
 
its program its 
success so far has been limited. From 1983 to 1984 EKB's
 
mortgage credits using government resources outstanding grew from TL 40.8
 
billion to TL 115.8 billion, an increase of 183.8% and TL 75 billion.
 

If one assumes the amount being paid off on outstanding
 
government financed mortgages at this time is small, then the TL 75 billion
 
represents a close approximation of new mortgages. 
If one assumes the
 
average mortgage is,say, TL 3 million, then this represents some 25,000
 
loans. 
 If EKB were to handle even one half of HDF's projected revenues (HDF
 
may not achieve a level of lending equalling its revenues), this would be a
 
loan level of TL 125 billion or some 41,000 loans, probably not possible
 
right away.
 

One EKB official said that EKB expected its workload to double
 
and that this couldn't be handled from an accounting standpoint. From a
 
loan processing standpoint it would also appear to be difficult even if EKB
 
felt it could continue with its practice of not considering income of the
 
borrower as a lending criterion.
 

From the accounting standpoint alone it would appear that EKB
 
could use substantial outside assistance. 
Loan disbursements and
 
collections, for instance, are processied manually at the branch level and
 
sent 
in to the head office in Ankara for inclusion in the accounting
 
system. 
The need for a completely computerized system was expressed
 
strongly by the head of the EKB's accounting department but there are no
 
consulting firms inTurkey to assist in this kind of system design.
 

The Director of the HDF also indicated his view that if EKB was
 
to play the part that HDF required to implement its program, EKB would need
 
assistance on system design.
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C. Building Cooperatives Ulnicns
 

1. Introduction
 

As described earlier, building cooperatives account for a large
 

share of new housing construction in urban areas of Turkey. Yet the members
 

of these cooperatives are most often not equipped to deal with the
 
complexities of building a housing project. 
In some cases the cooperatives
 

are assisted by a building contractor to meet the requirements of a
 
cooperative but this is considered unsatisfactory by some because of the
 

different interests of the parties.
 

The alternative is for a cooperative to join a union of cooperatives to
 
obtain the assistance and services it needs. As described in Sectio.± VII B,
 

seven cooperatives can "form" a union of cooperatives and seven unions can
 

form a national union. There is no national union of cooperatives in Turkey
 

as yet but there are several regional unions. The two major unions are Kent
 
Koop serving the Ankara region and Konutbirlik serving Istanbul. Their
 

activities are described below.
 

2. Union of Housing Cooperatives in Ba~ikent (Kent Koop)
 

Kent Koop was established in October 1979 with seven cooperatives as
 
members. It 
now has 108 members with 26,000 families. The member
 
cooperatives are of two types: (1) "homogenous" which includes coops made
 

up of members of a particular trade union, graduates of a particular faculty
 

or 
school or from the same employer; and (2) "heterogenous" which are coops
 

established by Kent Koop from among diverse individuals. Kent Koop's
 

average size coop has 300 members; the largest is 560, the smallest is 40.
 

Coops must now have at least 200 members to belong to Kent Koop.
 

The General Assembly (GA) is the highest decision making body in Kent
 

Koop. 
The GA is composed of three delegates per member cooperative. Thus,
 

it now has 324 delegates from the membership plus one from the Municipality
 

of Ankara for a total of 325. 'TieGA meets once a year. 
There is an eleven
 
member Board of Directors elected every four years by the GA. There ij an
 

Executive Board of five members.
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The operating head of Kent Koop is the General Coordinator appointed by
 
the Board. There are also Administrative and Technical Coordinators
 
reporting to the General Coordinator and a Legal Advisor and Research
 
Department. Kent Koop's operating funds are generated by member dues.
 
Current dues are TL 50,000 per person to join; that is, a 200 member coop
 
would pay TL 10 million to join Kent Koop, and TL 250 per month per person
 

thereafter.
 

Kent Koop's projects are located in an area of approximately 1000
 
hectares north of Ankara known as iatikent. It assists its member coops in
 
all phases of a project. Its Technical Department designs the project and
 
it has an Installation Division which prepares construction bids. It
 
assists the member coop in the bidding and award process following standard
 
rules and regulations. There are now 14,800 imits under construction among
 
Kent Koop's members of which 8,000 will be completed by the end of 1985.
 

Kent Koop supervises the projects of its member coops after award of
 
the contract. When a project is complete it is turned over to the
 
cooperative. Who gets what home is determined by lottery according to
 
cooperative law.
 

During a typical construction phase of three years the individual
 
member of the coop pays toward the cost of the house, (1 year during
 
preparation of the project; 2 years during the actual construction period).
 
Example: 
 TL 200,000 up front, then, say, monthly payments of TL 15,000. At
 
6 and 12 month intervals a larger payment of approximately TL 100,000 is
 
made. The idea is that the member must cover 50% of the cost.
 

Then remaining 50% of the cost will be financed from the National
 
Housing Development Fund throuigh EKB or one of the other participating
 
banks. From 1981 up to 1984 the financing was done under the first Public
 
Housing Law (1981). Before that the cooperatives utilized the SSK. But
 
there were signficant delays in availability of funding under the 1981
 
Public Housing Law and the backlog is being made-up by the HDF.
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During the construction phase the individual pays to the cooperative
 
and the cooperatives pays to Kent Koop. After coristruction is complete the
 
individual member receives a mortgage loan from EKB and repayments are made
 
directly to EKB. The cooperative isdisbanded.
 

There are generally three kinds of houses in coop projects; 2 storey, S
 
storey and 10 storey. Two storey units have 4-8 apartments. People prefer
 
the five storey units because they are a little cheaper. Kent Koop is
 
revising the Batikent project to eliminate the ten storey units. Most units
 
are 100 square meters (a few are 85 square meters) and cost about TL 4
 
million but land costs are minimal because of allocation from the
 
municipality.
 

To better serve its members Kent Koop has established several
 
subsidiary companies which operate at a profit. 
 It owns 99.9% of a
 
construction-production-marketing firm called KENTAS and a 50% share of a
 
company called ESKAS which utilizes prefabricated technology. Both
 
companies can bid on Kent Koop supervised projects but must compete with
 
other builders. 
Together they have undertaken constriction of some 4500
 

units.
 

Kent Koop has also established KENTKUR (the Project Consulting Co.)
 
whose purpose is to assist local governments in preparing urban development
 
plans and feasibility studies for new projects. 
Kent Koop, working with
 
KENTKUR, has helped the city of Izmir organize 42 coops in a union called
 
Egekoop and also helped with the design of a project area calling for 10,000
 

units.
 

Finally, Kent Koop runs building cooperative training programs,
 
organizes seminars, publishes books and reports on housing and has
 
established a documentation center. 
It is exploring the possibility of
 
estalishing a savings bank. In summary, it has played part of the role of a
 
developer but with many additional activities.
 

- 86 ­



C. Konutbirlik
 

Konutbirlik (KB) is an umbrella organization of building coops
 
located in the Istabul area similar to Kent Koop which also charges dues to
 
its members. 
After a project is completed, the relationship ceases. KB is
 
probably a looser organization than Kent Koop and does not have as much
 
personal contact with its members.
 

KB has no arrangement with the Municipality of Istanbul such as
 
Kent Koop had with expropriated land allocation in Batikent. 
 KB's project
 
are scattered throughout the Istanbul area. 
KB looks for land, then forms a
 
cooperative to build the project. 
 These are hetergeneous coops made up of
 
diverse members. (as opposed to the general practice with Kent Koop now).
 
Right now KB's major goal is to locate a large enough parcel of land on
 

which to construct 6 - 10,000 units.
 

KB is 14 years old. Its projects currently total 36 with 10,000
 
units under construction. 
To date 14,000 units have been completed under
 
its umbrella. 
Only 10% of KB's project units under construction fall within
 
a designaced mass housing area. 
This is a problem because its members lose
 
out on the more favorable financing. But mass housing areas are too far out
 
of the city with limited transport which is a big problem.
 

VIII. PRIVITIZATION
 

The housing sector, from a production standpoint, is carried out by the
 
private sector in Turkey. 
There is no national housing corporation to carry
 
out government programs nor do any similar organizations exist at the
 
municipal or local level. As described in earlier sections of the report,
 
housing construction is carried out by individual contractors, including
 
illegal gecekondu housing, by building cooperatives working with individual
 
contractors, developers or cooperative unions or by developers doing large
 

scale projects.
 

The only housing construction that is being carried out by an agency of
 
government is the construction arm of the Emlak Kredi Bank. 
That bank, as
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pointed out earlier, has several projects underway but the total number of
 

units it has built since its establishment is a little less than 25,000,
 
relatively insignificant in the total scheme of things. Thus, production of
 
housing itself is essentially in pr-ivate hands.
 

On the financing side it is an entirely different picture, however.
 

The provision of formal housing finance is almost entirely from a variety of
 
government programs or funds or through the Emlak Kredi Bank, a wholly-owned 
government bank. As has been pointed out the EKB is the only banking
 

institution permitted to make housing loans with its own resources and it 
does this in conjunction with the government's Resource Utilization Support
 
Fund. That is,government-set interest rates on EKB loans are far below its
 
cost of money and it receives a rebate from the government to compensate for
 

this.
 

in addition to its own resources, EKB also makes housing loans from a
 
variety of other special government funds, all at highly concessional
 

rates. These direct government funds far exceed the lending level using
 
EKB's own resources. The most important of these funds is the new Housing
 

Development (Mqass Housing) Fund which is expected to generate $500 million
 
dollars per year. As described, the HDF eventually will be utilized through
 
banks other than EKB, as well as EKB, both private and government, at
 
generally highly subsidized rates. The HDF will pay a servicing charge to
 

the banks.
 

Therefore, in summary, formal housing finance in Turkey is essentially 
a government operation with production being done by the private sector, 
aither developers, contractors (including gecekondu) or individuals working 
for the most part through building cooperatives. The production level that 
is being sustained, or the level which is contemplated through the new HDF 
given: (1) the high standards that Turkish families appear to insist on; 
(2)the high current inflation rate, can only be maintained through
 
subsidized interest rates. That is,without the subsidized interest rates,
 
the housing being "demanded" would not be affordable and, hence, production
 

would undoubtedly be curtailed.
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What this means is that there appears to be little scope for a formal
 
private housing finance operation in Turkey at this time other than the
 
limited one now envisioned, that is, that private banks will be able to
 
participate in HDF's financing for a negotiated service fee. 
 Otherwise,
 
with short term interest rates at around 50%, a private bank could not
 
currently raise money and lend it out for housing mortgages. Kent Koop has
 
done a study of the possibility of establishing a private savings bank for
 
housing. However, discussions with Kent Koop disclosed that they were
 
counting on borrowing funds externally at external interest rates to provide
 
the 
resources with the government picking up the foreign exchange obligation.
 

if the government's program was a very modest one and there was a large
 
backlog of unmet housing finance requirements, then the availability of only
 
market rate funds in any quantity might force people to adjust their
 
expectations and borrow at commercial rates for more modest housing. 
But
 
the availability of some $500 million in subsidized housing finance will not
 
make this possible.
 

There has been some criticism of the efficiency of the EKB. By

promoting the participation of other banks, including private ones, in the
 
HDF's programs, you might be able to obtain greater efficiency through
 
competition. 
At present, HDF has been attempting to interest other banks in
 
the program with limited success.
 

On the formal side, there might be more scope for action, As pointed
 
out inSection VI D on interest rates, there is
an informal credit market
 
which in 1984 was running at 4% per month compounded. Presumably some of
 
this financing went for housing.
 

If families in gecekondu areas are able to pay the equivalent of 60%
 
p.a. for credit for incremental improvements to their housing, there could
 
be scope for establishing some sort of credit union in these areas. The
 
possibility of this could be worth an independent study in 
some depth,
 
perhpas working with an organization like Kent Koop.
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IX. A PROJECTION OF HOUSING NEEDS UTILIZING AID METHODOLOGY
 

A. Background
 

As described in the Introduction to this report a preliminary "housing
 
needs" study was conducted to introduce the methodology to Turkish planners
 
and staff of the Housing Development Fund.
 

The analysis in this section estimates Turkey's overall housing needs
 
over the next two decades, and further estimates the investment requirements
 
needed to achieve a goal of providing adequate housing for the country's
 
population by the end of that period.
 

Since the Housing Development Fund (HDF) provides funds for housing
 
development only in the urban areas of Turkey, this analysis concentrates on
 
the urban housing situation. Housing unit production requirements are based
 
on projected rates of population growth and migration, and the requirements
 
needed to maintain and upgrade the existing housing stock. Housing
 
affordability levels and the subsidy requirements needed to provide
 
low-income households with adequate housing are estimated. 
A comparative
 
analysis of the investment requirements under different financing
 
alternatives offered by the Housing Development Fund is presented, and the
 
amount of indirect subsidies borrowers receive as a result of below-market
 
(negative real) interest rates is estimated.
 

This study uses the methodology described in Preparing a National
 
Housing Needs Assessment. Based on estimates of the existing housing stock,
 
projections are made of the future housing prod.uction requirements necessary
 
to accommodate population growth and eliminate overcrowding, and to replace
 
and upgrade existing units that fail to meet acceptable standards. The
 
investment necessary to meet these projections is estimated from unit
 
construction costs and the number of units required.
 

Lower income households in the population may not be able to afford the
 
full cost of minimally acceptable housing. The gap between the cost of
 
providing a minimum standard housing and what is affordable by low-income
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households is the amount of subsidies necessary to provide the nation with
 
adequate housing. Households that 
are able to afford more than a niminum
 
standard house ai,. assumed to make housing investments up to the level that
 
they can afford.
 

At the time of this study, Turkey did not possess a well-developed body
 
of data for estimating housing Peeds and investment requirements,. Data on
 
the existing housing stock date from 1980 and do not provide indications of
 
the condition of the stock, the nature of available infrastructure, or the
 
degree of overcrowding. These characteristics have been estimated from
 
secondary and sometimes impressionistic data for use ill the analysis.
 

Existing hous. hold income data, which a::e necessary to estimate
 
affordability levels, are based on an income and expenditure survey taken in
 
1978/1979. An income distribution derived from that survey is assumed to
 
hold for the analysis period. Household income levls, however, could not
 
be derived fror' the survey data. 
Rather, they are estimated by allocating
 
total nationa.l household income using the income distribution pattern
 
derived from the survey. Becausc of these limitations, this analysis should
 
be viewed as provisional. 
A national census that is scheduled for October
 
1985 should provide morc current and complete data that can be used to
 
verify and update the findings of this analysis.
 

B. SummaryofFindings 

The prospects for providing the population of Turkey with adequate
 
housing over the rext two decades are very good. 
With its moderate rate of
 
population growth and economic projections that indicate rising real
 
household incomes, reaching realistic housing targets should be within
 
TAirkey's capability. The key to achieving these goals isensuring that the
 
resources necessary to provide adequate housing finance are maintained into
 
the future.
 

Although the higher interest rates that 
are necessary to do this will
 
mean lower levels of affordability, the total amount of real subsidies that
 
must be provided to borrowers would change very little. 
Under current
 
financing terms, borrowers receive implicit subsidies through below-market
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intereit rates. At interest levels that would protect the real value of
 
lendable funds from inflationary erosion, larger direct subsidies would be
 
necessary; they would however, be of a similar magnitude to the indirect
 

subsidies that are generated by below market interest 
rates.
 

Although Turkey enjoys a moderate rate of population growth, urban
 

growth rates are high due to rapid rural-to-urban migration. As a result of
 
this, urban areas will account for '70 percent of Turkey's new construction
 

requirements but only half of the country's population. 
Over the next five
 
years, urban areas wil] require about 301,000 new dwelling units annually,
 

while rural areas will need only 130,000 new units.
 

Under the policy now in effect, the maximum loan available from HDPPA
 

for a single dwelling is TL 3.25 million. With this limitation, HDPPA will
 

be able to provide partial financing for approximately one-.quarter of the
 

urban requirement for new housing production.
 

The investment necessary to meet Turkey's annual urban housing
 

requirments depends on the cost of producing standard housing units,
 

household affordability levels, and the number of units that must be
 
produced. Urban housing standards in Turkey are high. Units that Turkish
 

families consider to be desirable have a size of 100 squater meters and cost
 

approximately TL 4.275 million (in 1984 prices). 
 On the basis of this
 

standard, and the financixg option offer( d by HDPPA that is most frequently 
selected by borrowers, an annual housing investment of TL 1,872 billion is 
required (in 1989) for urban areas alone, in the context of Turkey's
 

economy, this corresponds to an enormous level of investment for urban
 

housing. It would account for 8 percent of gross domestic product and 42
 
percent of gross fixed capital formation. It is highly unlikely that this
 

level of housing investment could be sustained over an extended period.
 

Although a more modest standard house that could be produced at a lower
 
cost would reduce housing investment requirements, its impact would be
 

minor. Under the terms of the financing option which sets repayment
 
installments equal to a share of the prevailing minimum wage, affordability
 

levels are high, and a majority of households can afford to purchase more
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than the minimum standard dwelling. Because households that can afford more
 
than the minimum standard are assumed to invest up to the maximum that they
 
can afford, the amount of their housing investment will not be changed by
 
adopting a lower standard.
 

High levels of affordability are attributable to the (estimated
 
average) 20 percent interest rate HDPP currently charges for loans on
 
housing units developed inmass housing areas. 
With current inflation
 
levels substantially higher than this, real rates of return are negative and
 
provide indirect subsidies to borrowers. These subsidies would amount to TL
 
379 billion if all borrowers inurban areas had access to housing finance
 
under these terms. Assuming a long-run inflation rate of 25 percent per
 
year, raising interest rates to 26.5 percent, for example, would produce a
 
positive rate of return and eliminate indirect subsidies. Affordability
 
levels would decline with such a change, and additional direct subsidies of
 
TL 305 billion would be required to meet the housing needs of all urban
 
residents. With reduced affordability level:, urban housing investment
 
would decline by more than one quarter to TL 1,367 billion fiom TI. 1,872
 
billion. This lower level of investment would account for 5.8 percent of
 
GDP and 30.8 percent of gross fixed capital formation.
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Urban areas have experienced ,roentvn-
dous growth since lS5 as a result If 
the movement of villatrers to tie citles. 
Squatter dwellings (qc oi'A' i,,ucan lie 
seen around the cities* edge. p,sin a 
constant challenge to the mui ntlcalites 
to provide essential services. Ahitut half 
,if
Turkeys p puiation live in urtan 

areas. 


Most Turkish Muslims iieing ,,-
the 
Sunni sect. The suite rec1o ,zizs ni 
established religion. No lepta;,iicrimna-
tion isexercised against the i.r all. non-
Islamic miniorities, which consist maini 
iofGreeks, .-\rmenians. and i.lews 


The Kurls. arut nih,,n, c,on 

st;tute an einic atu ,iii i.',i 'a'
i, , 

reli,,us nmnrt,. V il , -.: : ,1reeless. 
ing number naxe mlrii teit,ii it.. 
the traditir.i 11,0me ,,f th,- 1Kiirdis i 0 T 
poir, rem,te areas tftile ea.-al 
siutheast, tt hiei iave hot Se tt e 
with the ecnim'ic and s,'ciai level,,i-
nient ifm-t ifTurkey. 

Culture 
Turkish ,ulture comprises miern ind 
traditional-(itt,,man and folkloric-
elements. Many ,iftas of the ()ttiinan 
period. partricu'ariv inarenitecture. 
ceramics, and carjet 'Aeav-. are 
h-mored and practiced ti(,i,retaining 
their varied regninal characters. 

Modfern Turkish cultural life iates 
from the founding ,ifthe republlic (I23 )
and Ataturk's eariv efforts to Western-
ize Turkish sicietv. As a result, piastic
and visual arts. literature. dra ma. and 
ciassical al colt emprar music iIave 
flourished. Anieng the leaders of the 
modern. Western trends are Avni Arias 
(painter), Yasar eiemal (novclist. and 
Adnan Soygun (cininiseri. Kemal's 1945 
novel. McI oct. Mi, Hawk. is Turkey's
most popular work of fiction and has 
been translated into more than a dozen 
languages. 

State support of the arts and 
cultural activities is extensive and en-
compasses a national network of 
theater, orchestra, opera, and ballet 
companies, university fine arts 
academies, and var., us conservatories, 
Public funds are also used to provide
partial support for privatc theater 
groups and for major art exhibitions and 
festivals. 

GEOGRAPHY 


Turkey lies partly in Europe and partly 
in Asia. The Bosporus. the Sea of Mar-
mara, and the Dardanelles, known col­
lectively as the Turkish Straits, connect 
the Black and Mediterranean Seas. 

,'arious crops, r:an tig Irm ita toe 'Trfs r wri tte Wes, f,,r!A:r: K,
northeast to ttlrccu in tie ist an, c,,t-and upiport. The meaning. ,i
tin In tl- suth, are ri, th,,sein ,II 
reiaritivt narr,, cwa:;tal 1,ainns. Flit! 
c,;surl reglins, particuiarly in toe suth 

oil wes.L en.o-y mili winters. 
Whoat is the principal' cr,,p (sr iwn 

,,nniuch (Ifthe rolling, inland terrain of 
tilewestern regions if tileAnatlian 
I'lateau, which becomes more miniun. 
tailnus and less productive toward the 
east. 

Winters are severe in eastern 
Turkey but less harsh in tilewestern 
Anatolian Plateau. To the sioutheast, the 
jerrain has a mean elevation of 41i0 
meters filli i.ft.)aive sea level anid 

sparsely populated, and 
crisscrosed by mountain chains. The 

iitrris and Euphrates Rivers rise in 
eastern Turkey and flow southward to 
toe Persian Gulf thrugh Iraq and Syria.
The largest all-Turkish ri er is the Kizil 
Irmak. which flows nirthard east if 
.\nkara to the Black Sea. 

IISTORY 

Tile Republic iif Turkey was founded b\ 
Mustafa Kemal (later iamed Ataturki i 
IP023 after the collapse of the 600-vear-
told ()ttoman Empire. The empire,. which 
at its peak controlled vast stretches of 
nirthern Africa, southeastern Europe, 
and western Asia. had failed to keep 
pace with the social and techn igical 
,levelopments of Europe. The rise of na-
i,,nalism impelled several peoples of the 

empire to seek independence, leadiig ti 
the empire's fragmentation. This process
culminated it the disastrous Ottiman 
participation in World War I as a Ger-
man ally. Defeated, shorn of much of its 
f(rmer territory, and partially ,,ccupied
Y forces of the victorious European 

states, the Ottoman structure was 
repudiated by Turkish nationalists who 
rallied under the leadership of Ataturk. 
After a bitter war against invading
Greek forces, the nationalists expelled 
them from Anatolia. The sultanate and 
caliphate, the temporal and reliious rul-
ing institutions of the old empire. were 
abolished, and Turkey became a 
republic, 

The new republic concentrated on 
modernizing and Westernizing the er-
pire's Turkish core- Anatolia and a 
small part of Thrace. The social,
political, linguistic, and economic 
reforms and attitudes introduced by
Ataturk before his death in 1938 formed 
the ideological base of modern Turkey. 

3. 

v hlitv. an i ailicabilicv fAtItUrK;::nl 
ire tilesubject ,,ffrequent discuss;, n 
nd iei)ate in Turkeys political' ilte. 

Turke. fidnit participate i \\',rid 
War 1Iintil shortly refore its cnd. hut 
this brief belligerency enabled it to 
liecon'.e a charter member of the United 
Natiors. lhe difficulties faced by Greece 
In queuiig a cimmunist rebellion and 
demands i;ythe Soviet Union, shortly 
after the eL;,if World War ll-for 
Turkeys ce:sion of sonie of its eastern 
territorv a:i foiiiilitary bases in the 
Turkish Str,: -- I -l Li the ,eclarajion 
,ftile Trunia! i(,' trinie in .447. Large­

scale U.S. riiiitar. and ecilon l ;aid
 
brogan at this tinie. Turkey ioined the
 

North Atlantic "Tre;ty ()rganlzatiin
 
(NATO) in 11452.
 

The one-:,artv rule- Repubican Peo, 
pies Party IPI'i-established hv 
Ataturk in 192:i lasted until the 1950 
elections, k'heiithe Democrat Party
 
came to power. It ruled from 190 until
 
May 1960, when .rrowing economic prob­
lems and internal political tensions 
culminated in a military coup. A new
ciinstitution was written and civilian 
Livernment was reinstated with the con­
vening of the Grand National Assembly
IGNAi in ()ct,er 1961. In addition. the 
new constitution estilished a National 
Security Countcil iNSC CMposed of tile 
chief of tileTurkish General Staff and 
representatives of tilearm. air force. 
and navy.

In the Octi er 1961 elections, no 
part.o,von a najority; hiwever. the RPP 
was the dominant party in the coalition 
governments from 196'1 to early 1965. 
In the 1965 elections and atain it the 
1969 elections, the Justice Party (JP), 
led by Sulevman Demirel. won a sizable
majoritY oIGNA seats and ruled alone. 

Disruptions (if public order began in 
1968 and incre;ised as left- and right­
wing extremists took to the streets. In 
March 1971. dissatisfied with the JP's 
inability to cope with domestic violence 
and to institute reforms, the senior 
militarv leaders called for JP's replace­
ment by a more effective government. 

Demirel's government resigned and 
was replaced by a succession of "above 
party" governments, which ruled until 
the October 1973 general elections. The 
RPP emerged as the largest party, and 
its chairman. Bulent Ecevit, became 
prime minister of a coalition government 
composed of the RPP and the conserv­
ative. religiously oriented National 



Salvation Party 1t., f ,-'Ii:,r,rn't
wxith his coIlition partner. lri-, 

Minister Ecevit resigned in lsptemher 
1974 and called for early elections..A 
prol(inged government crisi ensued. 

From 1975 to 19SO. unstable coali-
tiun governments ruled, alternately led 
hy Demirel and Ecevit. B. the end of 
1979, an accelerating c nc in the 
economy, coupled with n ,unting 
vio ence from the extrene left and right. 
led to increasing instabilitv. Demirel's 
government imp,sed an economnic 

stabilization program in early 180, but, 
by summer 1980, extremist factional 
vio!ence was claiming more than 20 vic-
urns each day. In addition, a severely 
divided GNA was unaole to,elect a new 
president or to pass ,-ther leiislati m re-
qured to cope with ohecrisis, 

On September 1', 1', . the National 
Security Council, co nposed of the chief 
of the Turkish General Staff and 
representatives of tne armed forces, 
assum-.d control of the government. The 
NSC, led by Gen. Kenan Evren, subse-
quently moved successfully to restore 
public order. Thousands of terrorists 
were captured with large caches of 
weapons and ammunition. While politics 
were banned and -he former political 
parties dissolved, the NSC initiated a 
series of steps to restore democratic 
civilian rule by 1983. These measures in-
cluded a national referendum on 
November 7, 1982, which resulted in 
overwhelming public approval (91%) of a 
new constitution drawn up by the 
160-member Consultative Assembly and 
modified by the NSC. The referendum 
simultaneously approved Gen. Evren as 
president for a 7-year term. A tem- 
porary article banning former political 
party leaders from politics for 10 years 
also went into effect. 

In parliamentary elections held 
November 6,1983, three newiy 
established parties competed to fill seats 
in the Grand National Assembly. The 
Motherland Party, founded by Turgut 
Ozal, Deputy Prime Minister between 
1980 and 1982, and architect of Turkey's 
successful economic austerity program 
under the military government, won an 
absolute maj9rity of parliamentary 
seats. The Populist Party came in sec., 
ond, and the Nationalist Democracy Par- 
ty, third. Turgut Ozal organized a 
government which took office in 
December 1983. The Ozal government, 
the first civilian government since the 
early 1970s to govern without coalition 
partners, made economic reform its 
priority, 

In M.,art-h I- I. Tike \lPter;;n lP;r-
t, us w ira ;ui'Atittal \Ptr\. 

contirming t:-supptrt frothmany sa-
tors of Turkish life. In aliiti imto the 
three parties that had .vn seats in 
i;ri lament n Niverh,-r. three newly 
estahiishet parties also, participatedl in 
these elections. I1ne of the newer parties. 
the S cial Democracy Party. received 
the second largest vo,e total. 

GOVERNIIEN'T 


The 1982 constitution preserves a 
Democratic, secular, parliamentary form 
of government with a strengthened 
presidency. It provides for an independ­
ent judiciary and the safeguarding of in­
ternationally recognized human rights. 

These rights, including freedom of 
thought, expression, assembly, and 
travel, can be limited in times of 
emergency and cannot be used to violate 
the integrity of the state or to impose a 
system of government based on religion, 
ethnicity, or the domination of one social 
class (e.g., Marxisni). The constitution 
forbids torture or ill treatment. Labor 
rights, including the right to strike, are 
recognized in the constitution but can be 
restricted. 

Executive powers are shared by the 
president and prime minister. The presi-
dent. who has broad powers of appoint-
ment and supervision, is chosen by the 
GNA for a term of 7 years and cannot 
succeed himself. The prime minister ad-
ministers the government. The prime 
minister and the Council of Ministers 
are responsible to the GNA. 

Legislative functions are carried out 
by the unicameral, 400-member GNA. 
Election is by proportional representa-
tion, but, to participate in the distribu-
tion of seats, a party must obtain at 
least 10% of the votes cast in the prov­
ince and 10% of the votes cast at the na­
tional level. This double 10% threshold is 
expected to reduce the number of 
smaller parties represented in parlia-
ment as well as the necessity for coali-
tion governments. 

Laws passed by the GNA are to be 
promulgated by the president within 15 
days. With the exception of budgetary 
laws, the president may return a law to 
the GNA for reconsideration; if the GNA 
reenacts the law, it is binding. Constitu- 
tional amendments require a two-thirds 
majority for approval. During the first 6 
years under the new constitution (until 
1989), presidentially vetoed amendments 
will require a three-quarters majority 
vote to override; if the president 
chooses, such amendments may be sub-
mitted to a national referendum, 
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TK I, '- r <.r.,.-. 
Jii,'aln 5\ ic ra',.,. ;:, 

,'r a -,-e sec 
courts t,deal % th ,ffenses avains: :!ne 
nte zritv of the state. The hign curt 

system remains in place ,%ith its func­
ti,,nal (ii'sions. comon in Eurolwt n 
states. including a Constitutional I:', 

trvine-, state r:5 

urt 
responsihle for judicial review of legisla­
tion. a Court of Cassation (or Supreme 
Court of Appeals). a Council of State 
serving as the high administrative and
 
appeals court, a Court of Accounts, and 
a Military Court of Appeals. The 
judiciary is supervised by the High 
Council of Judges and Prosecutors, ap­
pointed by the president. 

Principal Government Officials 

President of the Republic-Gen. Kenan 
Evren 

Prime Ministcr-Turgut Ozal 
Minister of State and Deputy Prime 

Minister-Kava Erdem 

Ministers 

Foreign Affairs-.Vahit Halefoglu 
National Defense-Zeki Yavuzturk 
Interior- Yildirim Akbulut 
Finance and Customs-A. K. 

Alptemoqin 
Justice- Necat Eldem 
Chief, Turkish General Staff-Gen. 

Necdet Urug 
lndustrv and Trade-Cahit Aral 

Ambassador to the United States-
Sukru Elekdag 

Ambassador to the United Nations-
Ceskun Kirca 
Turkey maintains artembassy in the 

United States at 1606 - 23d Street NW., 
Washington, D.C. 20008, and consulates 
general in Chicago, Los Angeles, and 
New York. 

POLITICAL CONDITIONS 

Turkey's body politic is almost .venly
divided between those who are conserv­
ative and frequently traditional in 
outlook and those who seek more rapid 
implementation of the secular, Western­
izing, statist philosophy propounded by 
Ataturk. This fundamental dichotomy 
underlies the formal party structure and 
helps to explain the recurrent difficulties 
that Turkey has experienced since 1950. 
The forces behind these outlooks are ex­
pected to persist under the new political 
structure.
 

In the 1960s and 1970s, Turkey's 
two major parties and several smaller 
parties participated in frequently chang­
ing, often tenuous coalitions. With the 
advent of the military administutaitn in 
September 1980, existing political par­
ties were suspended and later abolished. 



In 19S3. as pr, f the return to 
parliamentar government, a political 
parties law was promulgated. Formation 
of new political parties was authorized if 
the founding members were not leaders 
or members of parliament attached to 
the pre-1980 poiitical parties. 

Prior to the deadline for participa-
tnon in the 1983 national elections, the 
establishment of three political par-
ties-the Nationalist Democracy Party, 
the Motherland Party, and the PopulistParty-was authorized. In these el 

tlinrs,
the Motherland Party' of Turgut 
(Izal won 4576 of the vote, and, through 
the operation ol the threshold propor-
tional representation system, an ab-
soiute majority in the 400-member 
parliament. The formation and participa-
tion of three additional parties-the

Correct Way Party, the Social 

Democracy Part,, and the Affluence
Party-was authorized prior to the local 
level elections of March 1984, an elec-
tion in which the Motherland Party also 
finished first. 

In the coming years, there is likely 
to be continued evolucion in political par-
ties inTurkey. New parties may be
formed and existing parties may merge
formfad eitin partices may- mer 

or fade away in accordance with their 

success at the polls. 

ECONOMY 

Although developing st'ucturally, the 

ainricultural sector remains significant,

producing cotton, tobacco, grains, fruits, 


and vege9abi4.. More than half of the 
labor force ar- farmers, and this sector 

contributes more than one-fifth of the
 
gross domestic product. In addition, a 

significant portion of indlistry is in-

volved in processing agricultural prod-

ucts. An important feature of the
 
Turl..ish economy is the public sector,, in 
which state owned or controlled enter­
prises account for abcut half of ag-
gregate industrial production. 

The period from the mid-1960s to 
the mid-1970s was the longest sustained 
period of economic growth and develop-
ment in modern Turkish history, and the 
economy attained annual growth rates 
of nearly 7%. This growth was financed 
by external borrowing, improved export 
performance, and remittances by 
Turkish workers in Western Europe. Oil 
price increases after 1973 and the con-
comitant European recession slowed 
Turkish growth and revealed major 
structural deficiencies. Attempts to 
maintain high domestic growth through 
external borrowing at increasingly un-

Further Information
 
These titles are provided as a 'eneral idicatin of material on this country. The Department


Sitndc not endorrse unooniticiai rf,nubl.careioes pnns.
 

Ahmad. Feroz. The Turk'sh Eno.rimn-nt in 
[)rnocrcy Ui5O-liJ, Lundon: C. Hurst, 
177. 

Davison. Roderic. Turkey. New York: Pren-
tice-Hall, 1968. 

Dodd. C.H. Politics and Gove-nment in Tur.key. Berkeley: Unversitv of CaliforniaPress. 1569. 

Eren, Nun. Turkey Today and T'morrou. 


New York: Praeger, 1963. 

Harris. George S. Troubled Alliance: 


Turkish-A mercan Problems .,cHistorcal 

Perspective, 1945-1971. Washington, 

D.C.: American Enterprise Institute, 

1972. 


Hotham. David. The Turks. London: J. 

Murray, 1972.


Howard, Harry N. Turkey, the Straits andU.S. Policy. Baltimore: Johns Hopkins 
University Press, 1975. 

Karpat. Kemal, et al. Somcal Change and 
Politics in Turkey. Leiden: E.J. Brill, 
1973. 

Eazancigil, Ali. and Ergin Ozbudun, eds. 
Ataturk. the Founder of a Modern State.Hamden, Conn.: Archon Books, 1981.Kemal. Yashar. Mehrmet. My Hawk. Edouard 
Roditi, trans. New York: Pantheon, 1961. 

Kinross. Lord. Ata'urk. London: Weidenfield 
and Nicholson, 1965. 

Landau, Jacob M. Penturkism in Turkey: 
.4Study of Irredentism. Hamden, Conn.: 
Archon Books, 1981. 

Lewis, Bernard. The Emergence of Modern 
Turkey. Oxford University Press, 1969. 

Lewis, Geoffrey. Modern Turkey. New York: 

M r.erert9. 
e
Muller, Herbert J.The Loom ofistor.
New York: Harper, 1958. 

Paine, Suzanne. ErportingWorker.s. The 
Turkish Case. Cambridge: University of 
Cambridge Press, 1974. 

Robinson, Richard D. The First Turkish 
Repubhc. Cambridge: Harvard University
Press, 1963. 

Roos. Leslie L.. and P. Noralou. Managers
(.VodernizaL ton. Organi:atons and

Elites in Turke. Cambridge: Harvard 
University Press, 1971. 

Shaw, Stanford J., and Ezel Kra] Sha.;. 
History o(the Ottoman Empire and 
Modern, Turkey. Vols. I and II. Cam­
bridge: Cambridge University Press. 
1977. 

Smith. Elaine D.Oririns,*(the Kemalist 
Movement i1919-1923). Washington, D.C.:Judd & Detweiler, 1959.Toprak. Binnez. Islam and PoliticalDevel­
opment in Turkey. Leiden: E.J. Brill, 
1981. 

Vaji, Ferenc A. The Turkish Straits and 
NATO. Stanford: Hoover Institution 
Press, 1972. 

Walker, Barbara K., et al. To Set The-mFree: The Early Years w.Mustafa KemalAtaturk. Grantham, N.H.: Tompson & 
Rutter, 1981. 

Weiker. Walter F. The Mdernization of 
Turkey. New York: Holmes & Meier 
Publishers, 1980. 

Available from the Superintendent f
 
Documents, U.S. Government Printing i-)f­
ice, Washing-ton, D.C. 20402: 
American University. Turkey. .4 Country 

Study. 1980. 
U.S. Department of State. Turkey PostReport. October 1982. 

For information on economic trends, commercial development, production, trade regulations,
and tariff rates, contact the International Trade Administration U.S. Department of Com­
merce, Washington, D.C. 20230 or any Commerce Department district office. 

favorable rates led to a financial crisis, 
with a $3.4 billion balance-of-payments 
deficit in 1977 and a severe debt burden, 
Durii:g 1977, the Central Bank, increas-
ingly unable to keep its foreign ex-
change transfers current, suspended 
conversion for normal trade transactions 
and failed to service its debt. In 1978 
and 1979, as part of an International 
Monetary Fund (IMF) standby agree-
ment, the governmert implemented 
stabilization programs that later proved 
inadequate, 

The economic crisis worsened in 
1979 as oil prices again doubled. Lack of 
foreign exchange led to severe shortages 
of all imported goods, including oil. The 
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economy came to a virtual standstill dur­
ing the winter of 1979-80. In January 
1980, the Demirel government adopted a 
tough economic reform program, and 
early that year Turkey negotiated a 
third, much more stringent standby 
agreement with the IMF. The rpform 
program, continued by the military after 
September 1980, planned to improve 
Turkey's balance of payments, curb in, 
flation, and increase productivity 
through measures including currency 
devaluations, export promotion, and 
restructuring of Turkey's noncompetitive 
state enteiprises, The response of the 
Turkish economy to the program was 
generally outstanding. Inflation was cut 

from 120% to nearly 30%, domestic pro­
duction was rising again, and ex ,orts 
expanded to record levels. 
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reinforced ex- ;s i t,,rt of iia 

panded the economic reform program. pricinur and iotest,otnt tie>. and the ciuding the United Stat- inlr t!ou 
a .- En 	 aegis of the ,r E,',Downward adjustments in the value of :ti-tf ,me >tate mic Enter 	 rganizati,t ,. 

the Turkish lira have been made more riSes t the r vate -,:tr. In ilcatlors (ioperati(,n and Develprtnvr t 0( i-iCi. 
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to encourage savings and to restrain ' i "es. but reflecting the State and has proposed S350 million for Io..' 
noney supply growth. real interest rates E..i,)mic Enterprises' price increases Turkey signed an agreement of associa­
have been increased. The Ozal ad- and the more rapid depreciation of the tion with the European Economic Com­
ministration restructured and combined ira in 1984. inflation also has increased munity (Common Market) in 1963, pro­
government agencies and implemented to more than 50"o by mid-year. iding for free entry ofTurkish in­

dustrial exports. improved access for 
Turkish agricultural goods, and in­
dustrial investment credits. In turn. 
Turkey's tariffs will be progressively 
reduced or curtailed for Common 
Market products over a 831-year peri,,,l. 

A fundamenal Turkish ,6ectie is 
t,'educe the gap bet%%een its e(no1t V 
and those of Western Europe. Eo n,,roc 
development with financial statility is I 
major domestic goal. Turkey's central 
economic problem is to increase foreig-n­
exchange earnings to pay for the im­
ports required for development. In addi­
tion, much of the industrial sector is still 
devoted to assembly rather than basic 
manufacture, is dependent on high-cost 
imports. and is designed to produce for 
the protected home market. The in­
dustrial sector must become more effi­
cient if Turkey is to sustain economic 
growth and move toward parity with 
other European countries. 

' '"i'.iDEFENSE
 

With total personnel of more than 
--,- .. 7(0000, Turkey's Armed Forces are the 

second largest in NATO. Turkish forces 
fought alongside Americans in Korea in 

i 	 the UN Command, and Turkey entered 
NATO in 1952. Two NATO head­
quarters. Land South East and Sixth 
Tactical Air Force, are located in Izmir, 
Turkey. Several thousand U.S. military 
personnel and their dependents are sta-Stioned at installations in Turkey, in­
eluding a major air base at Incirlik, near 
Adana; several communications and elec­
tronics facilities; and a number of 
smaller installations. Major U.S. military 

. - .organizations are the Joint U.S. Military 
- Mission for Aid to Turkey (JUSMMAT) 

and The U.S. Logistical Group 
(TUSLOG). Turkey, with a common 
border with the Soviet Union and con­

-. 

Or... 

'~' ~77 
*Sea 

7 a -

trol of the straits leading from the Black 
to the Mediterranean. is the vital 

eastern anchor of NATO. The Turkish 
, military is undergoing major moderniza-

States and other NATO allies. 

The Selimiye Mosque in Edirne. 
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FOREIGN REL.ATIONS 

Besides its relathtnships with NATO and 
the European Ct,,mmunity, Turkey is a 
member of the UECD and tile Council of 
Europe. Its primary p litical, economic, 
ann security ties are with the West. 

cni Tplomatic
R,ecently. Turkey's relati,)ns vith some 
West European nations have been 
adversely affected by reports of Turkish 
human rights violations. During the last 
several years. Turkey has tried tI ex-
wand its relations with non-Western 
c,1utries: for example, in 1976, it 
became a riember of the Islamic Con-
ference (kganuzation. and in 1978, it 
signed a comprehensive agreement of 
friendsnip and cmcuperation with tile 
So)viet Ln, 

U.S.-TURKIStI RELATIONS 

Turkish-U.S. friendship dates to the late 
18th century and was officially sealed by 
a treaty in 1830. The present close rela-
tionship began with the agreement of 
July 12. 19-17, which implemented the 
Truman doctrine. As part of tie 
cooperatite effort toward Turkish 
economic and militnin self:char,-e. the 
United States has loaned and granted
Turkey about $3.9 billion in economic aid 
and more than $7 billion in military
assistance. 

U.S.-Turkish relations were tested 
severely in JulV 1974, when Turkey in-
voked the 19S1:iTreaty of Guarantee for 
Cvrus and sent troops there to protect 
the Turkish Cypriot community follow-
ing the overthrow of the Cypriot
Government by mainland Greek officers 
in the Cypriot National Guard. The en-
suing fighting on Cyprus led to Turkish 
occupation of tile northern part of the 
islhand. 

Turkey's use ,,f U.S.-supplied arms 
during the intervention caused the U.S. 
Congress to mandate an embargo in 
1975 on military shipments to Turkey. 
Resentment of this action led to a 
Turkish decision in July 1975 to take 
over U.S. defense insta!lations, abrogate 
the 1969 Defense Cooperation Agree-
ment, and suspend indefinitely impor-

,,s .. .S. militr, ictiv;tlus. Thit, ,l"-
Berids air riaxe id i N T I )ctiwer 17.5 and 
in March 19176, a new defense agree-
Mrent was _tugrned, which was Iftt ap­
proved by the Conress. II September 
11178. the embarg, was set aside, ;.nd 
'.S.-Turkish relations improoved marked-

1. Restrictions that Turkey had imposed 
,n I.S. activities in 1975 were lifted in 
late 1978. In March 1980, the Lnited 
States and Turkey signed a Defense and 
Economic Cooperation Ag-reement that 
provided a new framework for I.S. 
military activities in Turkey and corn-
mitted the United States to a "best ef-
fort" in providing defense support to the 
Turkish Armed Forces. The United 
States provided foreign military sales 
and military assistance program funding 
Of $250 million in FY 1981. $100 million 
in FY 1982 and FY 1983, $715 million in 
FY 1984, and $700 million for FY 1985. 

Principal U.S. Officials 

Ambassador- Robert Strausz-Hupe

Deputy Chief of Mission- Frank G. 


Trinka 

U.S. ,ilitary Mission-Chief. Joint U hr Mission

Maj. Gen. Eliner D. Pendleton 
(ounselo rs 

Mutual Security Affairs-Jerome 
Kahan 

Political Affairs-Jay P. Freres 
Economic Affairs-Marshall Casse 
Administrative Affairs--Phillip J. Walls 
Public Affairs Officer (USIS)-Arthur 

A. Bardos 
Defense and Air Attache-Col. Neal 

Sorensen 
Navy Attache-Capt. Robert P. Glover 
Army Attache-Col. Robert Shohan 
Con-u~s General 

Istanbul-Daniel 0. Newberry 
lzmir-Beauveau B. Nalle 
Consul 

Adana-David C. Harr 

The U.S. Embassy is located at 110 
Ataturk Blvd., Ankara. The ConsulateGeneral in Istanbul is at 104-108 
Mesrutiyet Caddesi; the Consulate 
General in Izmir. at 92 Ataturk Caddesi, 

third floor; and the consulate in Adana, 
on Ataturk Caddesi. N 

N otes 

Customs and currency: A vs-:. n(,t re­
inrd of holders (i VS tourist ~ri foI rquire 

stays of up to 3 months. Iihers f 
or official passports and pers,,ns

entering for purposes other than tursn ,,r
for stays of lunger than 3 months shouid (,h­
tain visas from a Turkish Embassy or con­
sulate Up to 10.000 Turkish lira may be m­
prted. Visitors should declare foreign cur­
reny upon entry. 
Climate and clothing: Clothing and shoe re­
quirements are about the same as for the 
eastern US. However. Ankara winters are 
slightly more severe, with more snowfall. 
Adana's climate has been compared to that of 
Texas. 
Health: Public health standards in the larger 
cities approach those in the 'S;. Lut care 
must be taken. especially in rural areas. Tap­
water is generally potable in lstanbul. 
Turkish law requires that at least one phar­
macy be open in a neighborhood at all times. 
Telecommunications: Telephone and 
telegraph services, domestic and interna­
tional, are generally dependable. During peak
hours, circuits are often overloaded anddelays ensue. Ankara iseight time zonesahead of eastern standard time. 

Transportation More than 20 scheduled 
airlines connect Turkey with al parts of the 
world. Isanbul and Ankara are the primary
international airports. Turkish Airlines andTurkish state railways serve many points inTurkey Europe, and the Nliddle East. 

Buses and share cabs althongh somewhat 
crowded, provide satisfactory loca transpor­
ation. Taxis are readily available. Main roads 
are fairly good in the large centers: secon. 
dary roads are generally alequate. 

Published by the United States Department 
of State - Bureau of Public Affairs * Office 
of Public Communication e Editorial Divi­
sion * Washington. D.C. • January 1985 
Editor: Juanita Adams 

Department of State Publication 7850 
Background Notes Series * This material is
in the public domain and may be reproduced
without permission: citation of this sourcewould be appreciated. 

For sale by the Superintendent of Docu­
ments. U.S. Government Printing Office. 
Washing-ton, D.C. 20402 
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TURKEY - INTEREST KA-i ON LOANS MD CREDITS 	 nne 7 

Type of Credit 
 03/31/83 01/01/84 
 06/15/84
 

I. 	Investment Loans /a
 
(Industry-Private Sector)
 

-Underdeveloped Regions 
 29 
 22 	 22 /b
-Other Regions 
 36 
 22 	 32 /b
 

II. ST Export Credits (Industry) 29 35 	 45
 

III. Working Capital
 

-Underdeveloped Regions 
 45 50-75 /c 52-75 /c

-Other Regions 52
 

IV. Agriculture /a
 

-Investments 
 22 
 28 	 28 /b
-ST Credits 
 20 
 28 
 28
-ST (Sales Coop) 
 20 
 40
-Agroindustry (TCZB) 	
37 

20-22 28 	 36-45 

V. Tourism 

-Investments 
 n.a. 
 20
 

VI. Housing
 

-Investments 
 25 	 26 15-45 /d
 

VII. SEEs
 

-Investments (DYB) 
 21.5 
 21.5 
 21.5
 

VIII. FERIS - 8 years fixed 
 -
 33-35/e
 

/a Most rates on medium and long term loans are fixed rates for the life of
the loans, although TCZB's loans carry a floating rate, which is adjusted

on outstandiug balances of subloans.


/b Central Bank rediscount rates plus 1-2% comiss.on.
 
/c 
 Working capital is usually not available at 52Z. 
 Through compensa­

tory balance requirements, commercial banks 
are able to increase
 
considerably the cost to borrowers. 
 Also, rates are charged on a
quarterly basis; 
the annual rate equivalent therefore is much higher
(e.g. 62% quarterly - 77Z annually). After adding taxes and commission,
 
the effective cost is about 88% p.a.


/d Mortgate rates vary by type and cost of house.
 
/e Based on a commitment fee of 26%, 
a front-end fee of 
1.5% and a typical


TSKB disbursement period.
Source: 
 Financial Sector Report, September 1983, page 17, 
WJeAL (SAVK
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TURKEY -


Demand Deposits 


Time Deposits
 

- 3-month 


- 6-month 


- 12-month 


Interlank Deposits 


DEPOSIT INTEREST RATES 

December 1983 June 1984 Sept. 1984 
z % % 

5.00 5.00 5.00 

49.00 52.00 53.00 

47.00 48.00 52.00 

45.00 45.00 45.00 

Free Free Free 
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----------------------------------------------

HDUSING DEVELOPHENT AND 
 PUILIC PAqTICIPATION
1 0 A RD I HD PP ) 

Chairman : Prim Minister Duties And Responsibilities of HDPPB:
 

* To decide on issuance of Revenue Sharing Bonds
 
Members : State Ministers; Ministers of: IlSS), Corporate Stocks (CS) 
and to grant


Finance and Customs, Public Operating lights (OR);
 
nrks and Settlement, Trans­
portation, Agriculture Forestry * To determine and edrertise annual 
 yields
 
aad Village Affairs, Industry of the RSIs;
 
and Trade, Energy and Natural
 
Resources, Labor and Social 9 To 
 determine the tolls and tariffs of those 
Secniriiy, Culture and Tourism. infrasturucturLs whose revenes will be soij 

through RSB issues; 

Tbe Undersecretaries of Ministries of TW buy back the RSIs incirculation when deemed 
Finance and Customs and Public Works and necessary;
 
Settleseut, the Undersecretary of the 
Treasury and Foreign Trade and the 
 Gover- * To decide on transfers betueen the Funds; 
nor of the Central lank will also attend 
the meetings. * 	[o determine the amounts and terms of Mass
 

4osing Loans, Individual Loans, Purchaser's
 
Share Account; 

The Board's secretarial services are pro­
vided by HDPPA. 
 * 	To determine the annual financing program 

of HOF; 



-------------------------------------

DIRECTOR 

HOUSING DEVELOPMENT 	 PUBLIC
AND PARTICIPATION
 
ADMINISTRATION (HDPPA)
 

(HOPPA established under Law 8 2983, The Law Concerninq the En­
couragement of Savings and the Acceleration of Public Investments.)
 

Duties and Responsibilities of HDPPA: 

* Speedy implementation of decisions taken by Housing Development

and Public Participation Board (HOPPA);
 

8	Management of Housing Development (HD) and Public Participaton
 
(PP) Funds;
 

S	Ensuring the realization- of all kinds of research, project
 
and contractual works;
 

$ Carrying out all duties assigned under other Laws and Regula­
tions.
 



DEPUTY DIRECTOR
 

HOUIS IN DEVELOPHfENT
 

OUING DEVELOPHENT PROJECTS HOUSINTRDTDEPARNT 
 DEPARIIN
 

Project approvals for individual and cooperative -
Provides financing for individual and cooperative

housing, infrastrecture and social complexes housing inor out of mass housing zones, invest­
inmiss housing zones, touriso infrastructure 
 seat and working capital credits to manufacturers
 
projects, research and development projects; of construction materials;
 

- Issuance of Certificates of Conformity upon pro- - plications for indivijual and cooperative housing

ject approval; 
 loans inmass housing ;ones are made to HDPPA,
 

otherwise to the Bank.
For investment and working capi(al credits, hous­
ing contractors apply to HDPPA with Incentive
 
Certificates obtained from SPO. If the loan
 
is approved, a Certificate of Conformity is
 
issued.
 



DEPUTY DIRECTOR 

PUaLIC PARTICIPATION 

REVENUE SHARIN 
DEPARTMENT 

STATE ECONOMIC ENTERPRISES/EQUITIES 
DEPARTMENf 

PROJECT EVALUATION AND FINANCING 
DEPARNNT 

- Carries out all duties and functions in 
relation to the issue, sale and service 
of RSBs; 

- Financial and sectoral analysis of 
to be privatized; 

SEEs - Provides financing inthe forms of 
participation, credit or both to 
tents inless developed regions 

equity 
invest­
with at 

- Provides financing for selected program-
med infrastructure investments designated 
by HDPP8 for future IS#issuance. 

- Evaluation of different privatization 
sethods outlined inLaw No:2983. 

- Submitting proposals to HDPPI for 

least 10% state ownership. 

.Investment prcjects and working 
demands are submitted to HDPPA. 

capital 

decision. .Evaluation reports are subtited to HDPPS 
for decision. 
.Oisbursments are made inaccordance with 
payment plans through Banks. 



DEPUTY DIRECTOR
 

PERSONNEL, TREASUARY AND OPERATIONS 

MANAGEMENT AND TREASURY PERSONKEL AND TRAINING 
DEPAITMENT 
 DEPARTMENT
 

- Handles financial matters froa one center and - Carries out works concernine staff planning 
speeds up processing and implementation; inthe administration; 

- Prepares and adainisters the budget of the - Follows up personnel jatters inaccordance 
adinistratioa; with Laws and Regulations;
 

- Prepares annual reports; 
 - Prepares and puts into force training prog­rams within the country and abroad. 
- Arranges purchasing and leasing of 

buildings
 

land and materials as required;
 

- Registration of official documents and
 
distribution to the staff;
 

- Carries out all other adainistrative functions.
 



HOUSING DEVELOPMENT FUND (HDF) 

(Establi .hedwith the Central Bank and administered by HDPPA)
 

Sources of the Fund 
 Uses of the Fund:
 

- maximum of I5Z of the tax base for pro- - Individual, cooperative housing loansduction tax on alcoholic and nonalcoholic inor out of @ass housing zones, invest­beverages, tobacco products, etc; 
 sent and working capital loans;
 

- Based on the refinery prices of petroleum - Interest subsidies on housing loans;

products, 151 of gasoline price and a
 
maximum 7Z of kerosene and fuel oil prices; 
 -
Purchase of land for housing developeent; 

- Amounts allocated to HDF by other laws - Research and development of plansproject
and regulations; 
 standards and norms relevant for housing; 

- Maxims of $100 for each exit from Turkey; -,Tourism infrastructure;
 

- Loan repayments; - Necessary infrastructure for mass housing; 

- Funds collected frog goods imported by the - Taxes and dues which ost be paid by HIDPPAState Mmopolies; in accordance with the application of the 
Law;


- A maximum of 101 of the sale price of per
kwh of electiricity consumed; - Allocation to HDPPA budget (Maximum of 

I! of HU);- Donations and loans extended to HOF. 

- Transfers to PPF. 



------------ -----------------

(Established with the Central Bank ad administered by HDPPA.) 

Sources of the Fund : Uses of the Fund: 

- Proceeds from sales of Revenue Sharing Bonds 
 Operating, repair and maintenance expenses

(IS$), Corporate StLcks (CS) and granting of the infrastructural installations for
of Operating Rights (0D); 
 which iSIs are issued;
 

co - Revenues from the operations of infrastruc- to
A minimum of 10: of PPF is allocated 
tural installations; 
 investim~ts in less developed regions;
 

- Transfers from Housing Development Fund. Semiannual income payments to ASO holders; 

Financing of infrastructures and plants
which in the future iay be included inRS1, 
CS or OR programmes; 

To buy back the iSIs in circulation when 
deemed necessary;
 

Allocation to HDPPA Budget. (A:ium of 1Z 
of PPF). 



Housing LDevelopment Fund 
Sources of Revenue
 

a) Revenues from the sales tax not in excess of % 15 on alcohulic and son.alwoholic items used in the production of alcoholic and non-alcoholic
d~inks, tobaccos, spirits and all kinds of drinks produced by StateYonopoly and othe -. 
This amount will be deducted from the 
sales
(If however the sales tax does 

tax 
not come tulp to the rmou:.t to be paidto the fund or 
does nct exist, it shall be calculated as described above
and will be paid by State Monopoly Lnd other to 
tie Jund).
 

b) Revez.ues obtainable 
 from the taxes to thv tui of waxiim 15 % on palesprice or gasoline, to 7% on siales price of mutoedin, para'f"in and fuel-oil
based on the 
ex-refiner,. cost of the locally produced or imported petroleum.
 
c) Funds raised 
uncer the provibion of new 
Laws and 
decrees for the expansion
 

of Mass-Housing Fund.
 
d) The Sur-charge of rwax.lO0 IS 0 in equivalcnt-Turkish 
 Lira from each trip
abroad. In case of North Cyprus Turkish Repuh-.c, the c'.car.e ,,ould behalf of this amount. ( Exemption from this surcharge for all t;1au2 trips

including Haj pilgrimage will be at the discretion of tze Zoncul of
 
Ministers).
 

e) Repayments made by borrowers of the credit according to 
article 3. 

f) Income gathered from the sales of bonds in Turkish or foreign aurk..c" guaranteed by the Treasury and issued as a financial for the source 
Hans-Houaing Fund.
 
(Amount of bonds issued cannot exceed the amount determined 
under
 
Annual Budge t) 

g) Donation and monetary assistance to 
the fund.
 
h) Amount not exceeding 25% of the land value of housing built on TreavdI 

Land. 

i) Credits deposited with the 1'und. 

J) Funds Obtained from the imports by the State Monopoly.
 
Council of Ministrers 
 is authorized to decrease or increase up to 1009,

the amounts described in clauses (c), 
(e), (i). 

19.
 



Prime Ministry
 
Mass Housing and Public Participation
 

Administration
 

I. Projected Revenues of Mass Housing Fund
 

Sources 
 Projected Revenues as % of
 
total
 

1. Tobacco-alcohol and
 
other sprits 
 26,97
 

2. Imported monopoly goods 
 17,16
 

3. Petroleum products 36,78 

4. Import Funds (with other 
laws and by-laws) 
 9,81
 

5. Trips Abroad 
 7,36
 

6. Remainder of Public Housing
 
Fund established according to
 

Law no: 2487 

7. Immovables sold to foreigners 
 0,092
 

8. Penalty on payments 	 0,004 

9. Returning of funds 1, 8 J 

10. Bond Sales 

11. 	 Share taken form the Treasuary 0,004
 
Land. 
 100.00,­

20.
 



II. Projected Expenditures of Mass Housing Fund in 1985
 

Expenditures
 
Sources 
 (% of total)
 

1. Old cooperatives and new cooperatives
 
which are outside the Mass Housing Area 45
 

2. Expropriation of Mass Housing Area 
 8
 

3. Credits which will be given to Mass
 
Housing developers 13
 
* Construction companies,individual developers
 
. Cooperatives, Coop. Unions etc.
 

4. Credit which will be given to housing
 
developers 
 2
 

5. Credit which will be given to Mass
 
Housing buyers 
 5
 

6. Individual credit 
 20
 

7. Investment and management credit 
 2
 

8. Payment for tourism infrastructure 3 

9. Payment for research 1 

10. Bunget of Mass Housing and Public 
Participation Organization 
 1
 

100 
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The following are revenue projections and actual amounts collected
 
through mid-November, for 1984:
 

Source 	 April-Dec Est Actual Thru Nov 14
 

*Alcohol & Tobacco 41.500 
 6.984
 

*Imported Cigarettes 16.700 10.485
 
*Petroleum Products 36.800 17.376
 

Imported 	Materials 21.000 14.194
 

Foreign Travel 15.225 4.865
 

Froa Previous Housing Law .043
 

Tax on Purchase of Building
 

by Foreigners - .057
 
Penalty ­ .039
 

131.268 	 54.003
 

*These items didn't start until June 15
 

Of the TL 54 billion that was collected through November 14 outflows
 

have been as follows:
 

(TL billion)
 

Coops (150,000 units ) 29.146
 

Expropriation of land .348
 

Loans to Ministry of Tourism for
 

infrastructure (working on a
 

protocol now) 2.132
 

Individual Credits for Housing 1.400
 

Overhead Expenditures .120
 

33.146
 
Additional Distribution for Coops
 

ready to go 8.500
 

42.646 	(77% of
 

revenues)
 
22.
 



--------------------------------------------------------- 

rhl:!L INhI hl
 

ASS HOUSING AND PUBLIC PARTICIPATION
 
ADMINISTRATION
 

FUNDS 

1 eaz18
 

NATIONAL HOOSING FUND FUN (1000 TL.) PUBLIC PARTICIPATION FUND (1000 TL.) 

REVENUES EXPENDITURES REVENUES EPENDITUES 

Tobac & Sprits 
Fueloil 
Funds other Laws 
Trips abroad 
Imports w/waiver 
Iovables sold 
to foreigners 
Imwrt.eonopolygcods 
Penalty on payments 

52,498,745 
47,172,237 
24,126,984 
12,622,862 

3,139,025 
341,446 

22,365,805 
107,429 

3udget Administr. 
Old Cooperative 

" 

" 
Individual Credit 
Tourism Credit 
Expropriation 
Coop.w/in M.H.A. 
Coop.outside M.H.A. 
Develop.& Support. 

Expenditures for 

I,220,00 
21,274,490 
64,214,465 
9,127,700 

1,680,442 
37,500,000 
3,375,000 
548,764 
732,200 

1,460,270 

5,000,000 

21,000 

Bridge RSB 
feban R.S.!. 
Bridge income 
Keban income 

T.B.Interest 
income 

10,00.010 
40,000,000 
6,925,113 
7,517,730 

1,050,000 

Budget of administ. 
Bridge flaint.& Opr.
Keban Maint.t Opr. 
Dams 

Highways 
Eeban Holdina 
T.6.(04.8.8S) 
R.S.Partnership 
S.H.A Advances 
Less Developed 

Regions 

500,000 
800,000 
751,772 

42,517,020 

3,490,04t 
868,000 

8.00,Oo 
2,200,000 
256,976 

2,650,000 

research 
TOTAL 162,374,532 146,154,331 TOTAL 65,492,843 62,033,814 

DEVELOPMENT AND SUPPORT FUND 
 (1000 TL.I 

€$t$$~ll;tS~t$(@t$$$it~$¢¢$l$$t$$$$t$t$¢¢¢+++++ SUMMARY (1000 TL.)
....... ..............+
.....+##++ +F+... +++#i++......
 
REVENUES 
 EXPENDITURES 
 FUNDS 
 REVENUES EXPENDITURES REMAINDFk
 

13,663,385 ---------------
Import Fund -------------------------------
Agr.& Stock Breeding 12,000,000

Transfer from NHF 162,374,532 146,154,331
20,000,000 16,220,20]
Food Aid. 
 3,500,000

other Funds 

PPF 65,492,843 62,033,814 3,459,026
Tourism Sector 
 2,500,000 
 DSF 33,661,385 31,259,079 2,404,3o.
 
municipality 4,090,000
 
Expropriation

Credit for Dorm. 
 6,669,079 
Support for S.S.E. 2,500,000 .

44f44++*+++4.++4+4 
4 +.. +++ f++44++.+..+
4+ 4 +. 3 

TOTAL 261,530,760 239,447,224 22,083,535TOTAL 
 33,663,385 
 31,259,079
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Up to 15.7. P 85,15,'22 puicri have used IfldIVIJUdi credit.
 
3/.500.000.000 rL.ot totil credit wis paid by NhF and the rest was pdid by .
 

NUMBER OF HOUSES WHICH RECEIVED CREDIT FRON NHF
 

NO.uF 

CONSIRUCIURS 


1-Old Cooperatives 2,667 

2-Cooperatives outside 
of the mass 
Housing Areas 

3-Inside the Mass 

27 

Housing Areas 82 

a-Co~peratives: 79 

b-Constructors: 3 

4-Individual Credit 


T 0 f A L 2,776 

(15.7.1985)
 

NO.OF
 
HOUSES
 

162,273
 

1,895
 

5,095
 

4,764
 

331
 

29,771
 

199,034
 

24.
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-------- ------------- --------------------

-------------- --------------------

-------------------------------------------------

--------------------------------------------

--------------------------------------------------------------- -----

- -- -- - -- -- -- - -- - -- -- - -- -- - --------

-- - -- - -- -- -- - - -- - - -- - -------

------------------- ---------

THE OLD COOPERATIVES WHICH HAVE RECEIVED CREDIT ACCORDING TO THE
 

OLD LAW 
2487 AND THAT HAVE TRANSFERED TO THE ORGANISATION
 

(15.7.1985) (1000 TL.)
 

NO.OF NO.OF TOTAL AMOUNT
 

BY LAW COOP. PARTICIPANTS CREDIT PAID
 

OLD COOP. 1,233 65,990 64,594,722 55,691,158
 

* 1,44 96,283 169,064,365 61,503,165
 

* 27 5,086 2,158,100 1,680,442
 

T 0 TA L 2,667 162,273 235,817,187 118,874,765 * 

CGOPERATIVES WHICH WOULD POSSIBLY RECEIVE CREDIT UNTIL 10.7.1985
 

OLD COOPERATIVES 
 TOTAL CDEDIT
 

NO.OF COOP. HO.OF PARTICIPANIS NO.Of COOP. NO.OF PARTICIPANTS
 
- .........-----------------­------------------........ 


4,039 272,469 2,667 162,273 

.. .$ 25.645.468.uOO.-TL.ot total was paid froam PHF according to law no.2487 inthe pr 

THE COOPERATIVES RECEIVED CREDIT ACCORDING TO LAW NO.2985
 

AND BY LAW 85/1
 

NO.vF TOTAL ANOUND
 

NO.OF COOP. PARTICIPANTS CREDIT PAID
 

27 1,95 1,766,400 1,412,240
 

2.
 

http:25.645.468.uOO.-TL.ot


--------------------------------------------------------------------------------------------------------------------------------------------------

------------------------

------------------------------------------------------------ 

-----------------------------------------------------------------------------------------------------------

- ------------- ------------

-------------------------------------------------------------------------------------------------

IMPLEMENTATION WITHIN RAMEWORK OF LAW NO.2985
 

N11)UF. ;,.OF t1O.OF ORDER IS AMOUNT OF AflUNT OF AMi"JLNT nFERO.OF HOUSIG TOf 1 O )IN.OF APPLICAT[OIS HOUSING UNIT GIVEN FOR CREDIT CREDIT CREDIICERTIFICATE UNIT WHO TOTAL COOP.WHO H'USING WHO STARTED WHO STARTED THESE WHICH MUST WHICH MUST WHICH MUST

OF ILL RECEIVE CREDIT WILL RECEIVE UNIT GIVEN 10 BE TO BE AMOUNT OF BE PAID BE PAID BE PAID
 

CONFIRMITY CREDIT GIVEN CREDIT CREDIT PAID PAID CREDIT IN1985 IN1986 IN1987
 

------------.----.......-------------------------------------------------.---------------------.--------------


I-COOPERAlIVES 79 4,764 13,127,200,000 26 1,846 I 1,272 717,782,390 5,969,996,552 3,981,450,620 1,153,502,828
 

2-CONSTRUCTORS 3 331 910,250,000 1 54 1 54 15,417,456 446,250,000 464,000,000
 

- -------------.-------------- ------------------------


T 0 T A L 82 5,095 14,037,450,000 27 1,900 19 1,326 733,199,86 6,46,246,52 4,445,450,620 1,153,502.828
 

(1000 TL.)
 

AMOUNT OF AMOUNT OF
 
PROJECTED AMOUNT OF CREDIT CREDIT CREDIT
 

HO.OF HO.OF ---------------------------------------- WHICH MUST WHICH MUST
 
PRE- HOUSING HOUSING TECHNICAL SOCIAL f'TAL BE PAID BE PAID
 

PERMISSION UNIT UNIT INFRASTRUCTURE CREDIT IN 1986 IN1987
 
------------.---.-.--------------..-------------------


3-PRE-PERMISSION 1 2,085 5,733,750 2,161,304 - 7,395,054 

INDIVIDUAL CREDIT
 

11000 TL.)
 

AMOUNT OF
 
MONEY PAID
 

NO.OF ON COSTOMERS THE CREDIT AMOUNT
 
APPLICATION SHARE ACCOUNT DEMANDED PAID REMAINPER
 

A-AUGUST-SEPTEMBER AND 13,473 - 34,277,915 34,277,915 ERR 
OTHER MONHTS 

E-OCTOBER,NOVEMBER 11,596 4,212,200 29,976,997 6,026,704 23,950,293
 
DECEMBER
 

C-FOLLOMING 1.2.195i , 4,702 2,800,765 11,709,340 - 11,709,340 
TrryrA 1 -90 74,,'It)4d fl AVZ,)jr f 



IV. IMPLEMENTATIONS WITHIN THE FRAME WORK OF LAW NO: 2487 and 2985
 

1. Old Cooperatives which have recevied credit accord*ng to the
 
old law no: 2487 and that have transferred to the organization
 

Number of coop : 2728 
Number of Participants : 166.413 
Total credit extended = : 244.530.177.000,-T. 

2. New cooperatives who started to receive credit according to law
 
No: 2985
 

a) Cooperatives outside the Mass Housing Area:
 

Number of cooperatives : 27
 
Number of participants : 1.895
 
Total credit extended : 1.766.400.000,-7L.
 

b) Cooperatives inside the Mass HousirgArea:
 

Number of cooperatives : 106
 
Number of Participants : 6104
 
Total credit extended : 16 .940.700.000,-TL.
 

3. Individual Credit
 
Number of individuals used credit 
 : 16.432
 
Amount of credit paid 
 : 42.100.169.000,-t.
 

4. Constructors who will build housing units inside 
 the Mass Housing
 
Area
 

Number of constructor : 3
 
flumber of housing units : 331
 
Total credit extended : 910.250.000,-7L.
 

27.
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Turkiye Emlak Kredi Bankasi, A.S. 

The functions of the Emlak Kredi Bank-asi as 
set forth in Law No. 18570
 
dated November 19, 1984 are as follows:
 

The Goals and Activities of the Enterorize:
 

Article 4- To contribute to the accumulation of savings within the framework
 
of contemporary banking operations, to channel these savings 
into the relevant 
areas of the econcmy, to finance the housing sector, to bring about the accumu­
lation of capital in harmony with the national economy and in keeping with the
 
principles of productivity and profitability and to carry out the functions of
 
a Housing Sector Bank, are the major gcals of the Enterprize. The main areas of
 
activity of the Enterprize have been listed below:
 

I- To provide full banking services and to deal in the purchase and sales of
 
property.
 

2- To give mortgage loans to citizens for land and housing -ready built and for c­
construction of such housing- and to open housing credits. 

3- To construct buildings cn land belonging to the enterprize or to other concerns
within the principles of productivity and profitability, and to make cash or credia. 
sales of these buildings. 

4- To deal in the purchase and sales of all kinds of real estate and where
 
necessary to deal in providing loans and planning for the sale and/or exchange
 
of land.
 

5- To establish model housing sites, to act as a leader in orderly urbanization
 
and city planning.
 

6- To set up a building and building supplies industry, to deal in such trade
 
and to participate in partnerships dealing with such activity.
 

7- To establish domestic and foreign building savings funds in order to encourag

the channeling of savings into investments in the housing sector and to participa:.n

in such existing funds along with funds to be established for this purpose.
 

8- To act as a sector bank in order to utilize the enterprize funds in keeping

with the-4oals of the development plans and annual programs and to ensure the
 
effective application of the selective credit policy.
 

9- To act as an insurance agent and to become a partner in insurance agencies.
 

10- To ensure proper utilization of the funds at the disposal of the enterprize
 
by laws, decrees and agreements.
 

11- To carry out other duties given to the enterprize by laws and decrees.
 
The enterprize carries out these duties directly or 
through its affiliates.
 
The goals and areas of activity of the Enterprize may be changed by Coordination
 
Commission decisions.
 

29.
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BORru HESAPIAR 1 9 5 4 


I- P OBL I&BRAYL RI4AI-, 6 5 9 8 6 0
4.615.958.680.666
 
II- HGAvqLA" 2
 .25 6 .555.691.21


zII- pidES p LE GIDERL9RI 3.163.396.696.98
TaxC 

-"56.235.971.045.64 

V. _I- K-.O-
-

VD4i ft ZARLAui 1.261.52-3,645. 34 

379.991.997.94 

,I-. ,,R",,rUT 4.399.417.161.92 

X-- -URULUMLARnI ZARAR PA¥II-U P MERL 

ZARARLA, 935.798.939.40 

4.970.524.703.13 
T 0 P L A V 78.238.138.562.22 

"71 .
 

1 9 8 3 


3. 398. 387. 353. 8 

4.773.944.W.19 

P 077.116.56-1.47 

27.664.902.655.35 

295.930.334.69 
2D0.966,053.85 

2.092.555.669.17 

955.491.836.40 

310. 654.366. 60
 

42.269.959.791.2D 


ALACAYLI II.APLAR 1 9 8 4 
 1 9 8 3
 

I-ALINAP FAIZL4 R 57.801.843.946.35 
II-ALINAN iOCRETVE [OItS. 35


4.694.092.914.37 2.971.347.764.63 
III-mlyO rARLA0 4.

Al 10.766.442.692.97 4.372.976.654.26 
IrV- URULULIARINIZ DAN ALINAN 

[9R PAYI 

V-4f WAKL,ll~IZflE ALIN&II
 
U ;Ay I # 
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 78.238.138.562.22 .2 6 
9.9)9.7fl.j
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FUNDS 31/12/1982 31/12/1981 

Disaster fund 
The Teasury corkers' Fund 
Workers' Housing Funds 
Slum Fund...Ministry's 
Slum Funds.. .Municipalities' 
Collective Houzing Funu... Ministry's 
Football betting fund 
Housing Ownership Fund 
Restoration of Historic Sites Fund 
European Construction Fund 
Other Funds 

__Yf :2/_7__7/__ 

f 

/ 

A.2.' 

/ 
2-3 

_ 

2.3 

.2YeV 
2-n 

-

7 

SECURITY DEPOSITS 

For Workers Housing Credits 
For Negotiated Credits • 
For Turkish Workers Abroad 
" SlumFund Credits ...Ministry 
" Slum Credits... Municipal F. 
Housing Ownership Fund 
For Negotiated Building Credits 
Other deposit, ^or Secured Credits 

_ _ _ _ 
96 

/r/ 

_ 

0 

_"_ 

2..­

, 
_ 

(,9' 

a3 

-_ 

_ 
_ 

__ 

__ 

For European Construction Fund 
Public Housing Fund Credits 
TOTAL .Y 

H4 
/ 

BUILDING SAVINGS BLOCKED ACCOUNTS:, 

Building Savings blocked account 
Foreign Housing blocked accout 

If" A-07 

=' 
o 

Retirees Housing Blocked Account 
TOTAL /7 

Other Blocked Accounts 
Ministry of Infra-Structure 
& Construction, Building Savings Blocke 
Slums blocked accounts 
Slums blocked accts...Municipal 

acct. 

TOTAL 

33.
 



-ail ,--(Mj~i i 'iL)
 

(LkveloplrneL of Lhe bank by types of deposits) U iLflJ PT..) 

i'irlorino Gdre 1'evduDtImIzdbki Geltimeler 

(Yas) Iuaurruf Artig 2ioari Arti riaomi Artl§ DiLr Artiq Ban. Art1i Top. ArtiQ .Illar Move.."J Or.,)1 M Or.(%Metev. !r(%) Or.('' Vev. Or. (,P,'ev.. Or.() _Iev Ve v.£ 


1979 7.581 39,4 3.73 6a, a 3.274 55o5 215 337 321 (4, 4 15.135 41, 
1980 11.738 54,3 6.474 73,2 4.755 4502 415 9390 662 102,4 24.044 513,1 
1981 26.522 12599 10.520 62,5 9.059 90,5 595 43.2 3.61 483,2 50.557 110, 
1982 51.326 93,5 17.457 65,9 17.178 89,6 749 25,9 3.737(-) 3,2 90.447 'I,' 
1983 72.641 41,5 23.958 65o9 30.152 75,5 3.144 319o3 I.341(-),,4,1 136.236 50 
1984 124.935 72,3 39.719 37,2 26.719 (-)li, 4 1.580 (-)499"7 1.237(-) 7,7 194.190
9flaoxi cial) (7.Inc.) (i.m,,,) ( -.

42,(41 ) (Savings Acct.) (I hnca-c,)(G-ML.(9A) c ) Wier D-T.) (ZInc.) (16,k) (1.7TYn:: T %, (ru ) , 

nLs By Term of kIsI -vd 
-- (Qi-rea Iip4) (%of "roii&) 

(Yaws) (FixAl Term) Toplbm (%of Total) Vadesis T op1 m 

(D UvelM -x it _S) Yap iasn r G re 1e vd u a t;im i dak i Ge l i me le r 

Yzllar 
 Vadoi Rev. 1indek iPaiy U.) MovduBt ii-ndki ePi (-) 
1979 4.505 29,8 10.630 70,2
 
1980 8.126 33,8 15.916 66,2
 
1981 23.494 46,5 27.063 53,5
 
1982 49.149 54,3 41.293 45,7
 
1933 (x)69.705 51g2 66.531 43,8
 
1984 (xx) 133.288 67r1 63.902 
 32,9
 
(9.Ay)
 

(x) 14.563 Milyon lirelk 1 By we 3 By i1trll.mevdiuzt duhildir. (Ollci.ds 14.563 mi. '11. ,,rih I & 'i",,h )
(xx) 99.397 Miiym liralik 1 By Ve 3 a~y ilhbarli mev-.at dbhildir. ely Withdjial alhiW/t, h(itwhiaks }9).397 iuil "11. illh (I I & 3 illIilh iklxsits, wtrly wiLlilravJ al 4AAdw/,~t ice) /i 
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