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ABSTRACT

This thesis presents an analysis of residential mobility in Ankara, Turkey. The principal
question posed is whether the household adjustment model, in which residential mobility is

defined as a mechanism enabling households to meet their housing needs, is applicable.

The thesis examines the previous literature on residential mobility, describes the economic
and social context of housing decisions in Ankara, and then presents a detailed analysis of a
survey of a representative sample of Ankara households. Thecritical review of previous
writing on residential mobility leads us to set out ~ a conceptual framework which includes
household decision making and the context in which such decisions are made. It is shown
that in Ankara this context includes economic liberalisation policy, declining average real
wages and housing costs rising faster than inflation. The scene is set for an examination of
the relative value of the household adjustment model and a ’forced mobility’ model in which

households are strongly constrained by land and housing market actors.

The analyses of the survey distinguishes four types of area (high, medium and low income
authorised, and unauthorised) and two types of tenure category (owners and tenants). Unlike
most of the few previous residential mobility studies in third world cities our sample covers
the whole population rather than migrants only. Path models and logit models are developed
of past residential mobility, planned residential mobility and housing satisfaction. It is shown

that owner-occupiers are highly immobile compared with tenants.

These analyses reveal that the household adjustment model has only limited value in
explaining residential mobility. It is relevant in the high income areas and to some extent in
the middle income areas but has only limited relevance in the low income area types. The
models of satisfaction are used to show that residential mobility in low income areas does not
lead to greater housing satisfaction, or to better housing as measured by an objective index.
Further support for the applicability of the forced mobility model was provided by qualitative
follow-up interviews with tenants who had moved. These revealed the importance of

landlords pressures on their housing decisions. An exception to the above statements



concerns owner-occupiers in unauthorised areas who are relatively happy with their situation,

possibly due to the speculative potential of land in many such areas.

It is therefore concluded that the household adjustment mode} cannot be applied as a general
model of residential mobility in Ankara. Rather, the further one moves from the high-income
type of area to the low-income and unauthorised type of area, the greater the relevance of the
forced mobility model. It is thus argued that the main difference between third world cities
and advanced capitalist cities affecting the character of residential mobility lies in the contexts

within which mobility decisions are made rather than in households’ housing needs.
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Introduction

Why do people move? This question has been asked in numerous studies in the last three
decades. Most studies of residential mobility in the developed capitalist countries have
described it as a mechanism by which households adjust their changing housing needs. But
this leaves unanswered the question of whether the same function can be attributed to intra-
urban mobility in developing countries and if not, this raises the further question of how

residential (im)mobility can be explained in these countries?

The aim of this thesis is to examine (intra-urban) residential mobilityl in the case of Ankara,

Turkey.

The thesis is divided into three parts: Part one consists of a review of the literature on
residentiafifferentiation, g mobility in both developed and developing capitalist countries;
Part two is an account of the particular conditions of housing and labour markets in Turkey
in the recent context of rapid urbanisation and development; Part three presents an analysis
of a field survey of residential mobility and housing behaviour among 500 households in
Ankara. These were drawn from different income groups and lived both in the authorised
housing stock and in unauthorised districts in Ankara. Interviews were carried out in four
types of neighbourhoods: high, middle, and low income areas of the authorised stock, and
unauthorised areas. The number of households from each area type in the sample reflects the

ratio of the populations of these area types within the whole population of the city.

Chapter 1, comprising part one, is divided into three sections. The first section covers
residential location and residential mobility studies in the developed capitalist countries. A
very large number of residential mobility studies have followed conventional residential
differentiation and spatial location theories in which household choice processes and
household characteristics provide the main explanations. In urban ecological studies of

residential differentiation individuals are regarded as being sorted into "natural areas" which

'In this study residential mobility refers to intra-urban moves.
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they endow with distinctive social characteristics, and residential locational choices are
considered to be a function of the social distance between people. On the other hand
although neo-classical consumer theories are introduced as an alternative approach in the
literature, they seem to be compatible with urban ecology in the sense that the household and
its choices are given as the principal (and often the only) cause of residential differentiation.
The majority of residential mobility studies in developed capitalist countries have remained
within the same tradition; they treat residential mobility as a function of household
characteristics and dynamics and of consequent housing needs. Thus residential mobility is

seen as an adjustment mechanism for the changing housing needs of households.

In contrast to conventional theories of residential location and mobility, in marxist and
institutionalist approaches people’s autonomous and spontaneous preferences have no role in
explaining residential differentiation and locational choice. In marxist theory capitalist
accumulation processes and the organisation of forces external to the individual’s will - in
accordance with the accumulation processes - have to be analysed for an explanation of how
the built environment and its internal differentiation is actually produced. In the
institutionalist approach the activities and decisions of institutions - i.e. financial and public
organisations, landlords, and developers - comprise the explanatory framework. Obviously
it is not possible to argue about purely subjective and autonomous household choices.

Nevertheless certain questions which are basic to understanding mobility - e.g. how do
individual households respond to the constraints? And how do they choose among the
available alternatives? - remain unanswered within both marxist and institutionalist

approaches.

The question which then arises is whether the conventional approach and the approaches
which exclude individual needs and preferences are mutually exclusive, or whether they can
be applied together? There are a few studies of residential mobility and housing allocation
which can be classified as a "combined approach”. Both the individual’s preferences and
needs, and certain structural factors - e.g. housing supply conditions and decisions by

institutions - are considered within the explanatory framework of these studies.
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In the second section of the chapter, studies of residential mobility in the third world are
reviewed. It is shown that most of them have been confined to the relocation pattern of
immigrants in cities. Turner is a pioneer in residential mobility research in the third world.
His model can be described as an application of conventional theory. Certain stages are
defined to describe the relocation patterns of immigrants, where the space requirements and
the locational and tenure preferences of immigrants are presented as determinants of different
stages of their location in the city. Some critiques of this work have suggested reformulating
the stages of residential mobility in Turner’s model, whilst mainly staying within the
conventional approach. A few studies in the 1980s criticized the model for its exclusive
reference to household characteristics and needs. These explained the relocation patterns of
immigrants in the cities in the light of State intervention in land provision and land and
housing supply, although household choices are not completely excluded from the

explanations of some of these studies.

After reviewing previous studies in both capitalist countries and in the third world, we
established an analytical framework to examine residential mobility in this study. Its
principles are that: (i) Residential mobility analyses should be designed within a matrix
where there is room for household characteristics and needs, as well as for features of the
context in which mobility takes place; and (ii) Forms of State intervention in the housing and
labour markets, land and housing supply conditions, conditions of labour markets, and income
distribution patterns should comprise the structural variables to be examined in order to

specify the particular features of the context.

This analytical framework is in fact not only applicable for the third world or for Turkey, but
is a general one. The above listed structural variables are not only relevant to understanding
the context of residential mobility in the third world. The same variables, but with a different
range of values, enable one to characterise the particular features of the context in different

localities in both the capitalist developed countries and in the third world.

Chapters 2 and 3, which comprise the second part of the thesis, set out the context for the
particular case of Turkey. Two phenomena within the development process of the country:

(i) rapid urbanisation since the 1950s; and (ii) a dramatic shift in the country’s economic
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policy after 1980 with the transition from an import substitution economy to an outward
oriented (liberal) one, are taken as fundamental to our discussions since they had major
impacts on labour markets, income distribution patterns, and housing markets. An account
of the impacts on Wage levels, on production processes and hence on demand for certain types
of labour, on the distribution of national income between wages, profits, and interests, and

on labour supply and its relationship to demand, is presented in Chapter 2.

In Chapter 3 the basic features of housing production and housing markets in Turkey are
presented. We discuss the ratio of authorised housing production to total housing need, the
volume of public investment in housing production, the rate of increase in housing costs and
prices, housing finance systems, and market mechanisms within the unauthorised part of the

stock.

The third and final part of the thesis presents and analyses the survey data. The socio-
economic characteristics of households in different area types, and the changes in their real
incomes and in their occupations and work positions within the 5 year period from 1983 to
1988 are presented in the first section of Chapter 4. In the second section of the chapter we
present data on the levels of past residential mobility - measured between 1983 and 1988 -
and planned mobility. It will be seen that tenants were highly mobile within the previous 5
years. In contrast lack of mobility is a common feature among the owner-occupiers in all the

area types except for high income areas.

In Chapter 5 we start to explore the causes of these patterns and to test the conventional view
of residential mobility. A causal model is constructed to ascertain the extent to which
household characteristics and dynamics (which are supposed to be decisive in residential
mobility) have determined the residential mobility of households in Ankara over the previous
5 years. The results of our analyses show that the majority of moves in the city do not fit
the "adjustment model" proposed by the conventional view. We therefore turn in chapter 6
to the question: If residential mobility is not an adjustment mechanism, how far is it a forced
response to the particular conditions of the context? We also ask whether - even if mobility
does not conform to the conventional model, and even though high levels of mobility do not

emerge as particularly due to household dynamics - the households still adjust their needs by
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moving? Another question that we ask in chapter 6 is: To what extent is the lack of mobility

among the owners a matter of choice?

In order to examine these questions we carried out a series of further analyses. Firstly current
housing satisfaction is considered: (i) The levels of satisfaction among the mobile and
immobile households in both tenure groups are examined. This provided us with an
indication both of the extent to which immobility can be explained as a matter of choice, and
the extent to which mobile households are able to attain units which suit their needs. (ii) The
causal relationship between past residential mobility and current housing satisfaction is
examined in order to see whether more mobile households are more likely to be satisfied than
those who are less mobile - in other words whether residential mobility leads households to
be more satisfied. = Secondly changes in the housing standards of mobile tenants are
examined, both in terms of objective and subjective criteria. If residential mobility is an
adjustment mechanism the majority of mobiles would be expected to attain units which are
better suited to their needs, whereas if mobility is a forced response the majority of mobile
households would not be expected to attain better units and could even experience worsening
conditions. Results of the analyses further confirmed that residential mobility - particularly
among the tenants in area types 3 and 4 - is not an adjustment mechanism, but is more likely
to be a matter of forced responses. However not all the tenants are subject to severe
constraints. The results for owner-occupiers presented quite different pictures for each area
type: in type 2 (middle income) areas lack of mobility appears to have been a matter of
choice for the majority of owners; by contrast in type 3 (authorised low income) areas it can
be argued that lack of choice is the primary factor explaining the lack of mobility; in type
4 (unauthorised gecekondu) areas owner-occupiers appeared to be subject to less constraints
than in type 3 areas. However choice does not seem to be the primary factor explaining the
lack of mobility among the owner-occupiers in the unauthorised stock, unlike the case in type
2 areas. To explain the differences in the results for each area type the variations in land and
housing supply in different segments of the housing markets (in the pre and post 1980
periods) are referred to. Our results also showed that housing satisfaction among those who

recently became owners is not very high.
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Having seen in Chapters 5 and 6 that the (im)mobility of the majority of households within
the previous 5 years in Ankara does not fit the "choice model", further understanding of the
extent of constraints on housing consumption was sought. In Chapter 7 the subjective
experience of the constraints on housing choice was analysed and we examined the
respondents’ reasons for choosing their existing unit and location. The analyses were done
for mobile and immobile households in both tenure groups separately. The results showed
that there was no difference between mobile and immobile households, and confirmed the
importance of constraints on the housing choices of households - particularly in area types
3 and 4 - while at the same time showing that there is a range of choices, albeit a very
limited one. The significance of constraints on the choices of immobile households,
particularly for the groups in which the current dissatisfaction ratio was high, further confirms
that lack of choice is a primary factor in explaining their immobility. Constraints on the
choices of mobile households provide supplementary evidence that many of the moves were
not actually for the adjustment of housing needs. Hence the households’ subjective
experience of the constraints further verifies that a majority of (im)mobility decisions fit the
forced (or constrained choice) model. Nevertheless our finding that there is a range of
choices, albeit a very limited one, illuminates a quite significant point: that although there
are several cases where some choices were made within the constraints, in general terms

housing behaviour conforms to the constrained model.

In Chapters 5 - 7 our discussion refers only to past residential mobility. In Chapter 8 we
complement this discussion by a qualitative analysis of the causes of moves in the previous
5 years. For this piece of analysis we carried out "follow-up" interviews with some of the
mobile tenants within the sample. This analysis confirmed that the high rates of mobility
among tenants in the previous 5 years in Ankara cannot be explained as due to the
households’ own needs and housing adjustment purposes. It was found that more than half
of the moves that we examined were induced by factors other than the tenants’ own needs
(or dissatisfaction with the unit). Rent burdens appear to have been an important factor
contributing to the high rates of mobility. Tenants stated that pressures by landlords to
increase their rents - in some cases in excess of the high rates of inflation - and difficulties
in coping with the rent and decreasing consumption power, even in the absence of pressures

by the landlord, were the causes of around one third of the moves. Nevertheless it was seen
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that moving out of the unit is not the first alternative that tenants generally choose to
eliminate the rent burden, since finding another is quite difficult. Cutting down on costs and
working for extra hours were quite common strategies to cope with the rent burden, and
moves were delayed. Both the tenants who had conflicts with their landlords and those who
had no problems with their rents or their rent agreements stated that they felt they were in a

weak position against their landlords.

Having shown that the residential (im)mobility decisions of households in Ankara are more
likely to be a forced response to the adverse conditions of the context, Chapter 9 addresses
a remaining major question, namely whether or not the household adjustment model is
relevant to the respondents’ planned mobility. If it is not this would suggest that both past
and planned mobility are severely affected by constraints. But if planned mobility can be
understood in terms of household adjustment this would mean that constraints affect past but
not planned mobility. It is shown that in some area types the latter is the case, while for

some other area types the adjustment model is not relevant for their planned mobility either.



1 Review of the Literature

1.1 INTRODUCTION

In this chapter research on residential mobility and related topics both in developed and
developing countries is reviewed. Our aim is: (i) to examine ways of analysing residential
mobility in both developed and developing countries; (ii) to see whether residential mobility
(in terms of its function and pattern) is different in kind in developed and developing

countries; and finally (iii) to develop an analytical framework for our own research.

The chapter is divided into three main sections. In the first section, different approaches to
residential location and differentiation, and residential mobility in developed western countries
are reviewed. In this section we look firstly at the studies in which household demand is
taken as the central theme of the explanations. Most of the empirical work in the developed
countries has been produced within such a tradition, and residential mobility is examined with
exclusive reference to the households’ socio-economic characteristics and housing needs. In
this type of research, residential mobility is understood to be an adjustment mechanism. Then
we look at approaches which explain residential location and mobility with exclusive
reference to factors external to household needs. Lastly we look at some studies which
examine housing allocation and residential mobility both with reference to household demand,

and to factors external to household needs, particularly housing supply conditions.

In the second section of the chapter we focus on residential mobility in third world countries.
In this context we see basically two types of research; those which explain residential
mobility with exclusive reference to household demand, and those which analyse residential
mobility within a combined approach. Almost all the research in the third world has been
confined to the immigrants in the city and consequently our knowledge of the form of

residential mobility in the third world remains limited to that of immigrants.
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Then in the third section, drawing on the analytical principles observed in the studies of both
developed and developing countries, we develop a general explanatory model for residential

mobility, which also guides our own research in the particular case of Turkey.

Finally in the last section the distinctive features of the context in which residential mobility
takes place in the third world, are outlined. This enables us to suggest the extent to which
residential mobility in the rapidly growing third world cities is expected to be different from

the mobility seen in the developed western countries.

1.2 STUDIES OF RESIDENTIAL MOBILITY AND LOCATION IN
DEVELOPED WESTERN COUNTRIES

1.2.1 Studies guided by the behavioural approach

An early perspective on the distribution of population within the urban housing stock was
"urban ecology". Arguments drawn from urban ecological models underlie the behavioural
approach. A basis for understanding the salient attributes and preferences by which
households choose housing locations was set out by Park and Burgess. Burgess (1925)
observed that lower socio-economic groups tended to occupy sites around the city centre
where most of the employment opportunities are assumed to be located. The upper classes
on the other hand are located near the periphery. He argued that as their income increases,
households prefer more spacious living environments, away from the crowded conditions of
the city centre. Burgess put forward the "concentric ring theory" of urban spatial structure.
The main factor leading to this was the radial growth of industrialising cities in the west
which led to the "invasion-succession” process. In urban ecological models the city is divided
into homogeneous areas in terms of the socio-economic status of its inhabitants which are
termed "natural areas". This concept is derived from the assumption that individuals with
similar attributes have a similar ability to compete for desired locations. Park (1925) argued
that the greater the similarity between the socio-economic characteristics of households, the
more intimately they will be related socially, and the less the geographic distance will be

separating them. In other words, according to Park, residential locational choices are a
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function of the social distance between people. Hence residential mobility is treated as a
status-conferring phenomenon. Hoyt (1939) argued that through the development of transport
technology the higher socio-economic groups move towards the periphery, and they lead the
residential relocation trends since the ultimate aim for others is to live as close as possible

to those in the highest social group.

By virtue of analogies to ecology these models of city and its radial growth do not consider
the structure of housing markets. As Bassett and Short (1980) indicate, housing supply is
considered to be a constant and often natural or given variable. Failure to consider the
housing market has therefore been the major area of criticism of the urban ecological

approach.

Nevertheless several later studies examine urban social stratification and residential
differentiation through the same approach. Duncan & Duncan (1955), Tilly (1961), and
Uyeki (1964) found that in several cities in the US, differences in the residential distribution
of occupational groups were parallel to the differences among them in socio-economic status
and recruitment. Guest (1978) explained the changes in the socio-economic structure of
suburbs in the US, and Johnston (1967) examined city growth and the relocation of
immigrants in Melbourne. Both of their findings support the Burgess model of the radial
growth of cities. Hoover & Vernon (1959), Birch (1971), and Moriarty (1974) found ethnic
factors besides occupational prestige in the formation of "natural areas”, or homogeneous

residential areas.

Another line of research in which household preferences and demand are central to the
arguments explaining residential location and differentiation, is the "neo-classical consumer
theory” or "trade-off models”". In these models residential location is explained as a
relationship between the consumption of housing space and travel costs. Each household is
assumed to choose its location by trading-off housing costs which are assumed to fall with
distance from the city centre, against transport costs which are assumed to increasé with

distance from the centre - see Alonso (1964), Muth (1968), Wingo (1961) and Mills (1972).
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The Alonso model assumes that for any given income level there is a bid rent-curve showing
the amount of money that people are able to afford for property at increasing distances from
the urban centre. Individual households choose where to live on this bid rent-curve according
to their individual indifference curves which indicate their relative preference for commuting
and property costs. This model was developed on the basis of Von Thunen’s theory of land

and rent which is that rent decreases uniformly with distance from the centre.

In short, in this approach households are supposed to trade off travel costs against housing
costs in an attempt to maximise their utility subject to a budget constraint. The concept of
utility is crucial to consumer behaviour within this approach. Each household has a utility
function incorporating their tastes and preferences, and each household allocates their
expenditure so as to maximise utility, subject to their budget constraint. To explain the
location of high income households on the periphery, it is assumed that the income elasticity
for housing and space is positive and that higher income households prefer low density living.
Thus the emphasis on the demand side is explicit: the structure of household preferences is
the main explanatory factor within an urban land market which is in stable equilibrium, and
households are assumed to be free agents, realising their preferences. As in the case of
ecological models, the failure of the model to analyze the supply side was heavily criticised.
The neo-classical and urban ecological models are considered to be alternative perspectives
since they emphasise different aspects of demand. The latter deals more with the non-
economic aspects. Nevertheless, at a very basic level they are similar in their exclusive

emphasis on the demand side.
A very large number of residential mobility studies have also followed another variant of the
Behavioural Approach, in which residential mobility is explained as a response to changes in

households’ housing needs.

Rossi’s seminal (1955) work Why Families Move played a leading role in this line of

research. Rossi argued that:

"The adequate understanding of mobility requiresa knowledge of what moving
means to individual households. What part does mobility play in family life?
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What are the needs, desires, and aspirations which mobility expresses?" (p
225)

The basic argument and legacy of this study is that a household’s housing needs are strongly
conditioned by stages in the family life-cycle. Here we will cite the definition from this study

which has most frequently been referred to in residential mobility studies.

"...[T]he major function of mobility [is]... the process by which families adjust
their housing to the housing needs that are generated by the shifts in family
composition that accompany life-cycle changes” (p 61)!

Besides the impacts of life-cycle stages on housing consumption and mobility, the impacts
of other household characteristics - i.e. income, age, occupational status, tenure status, and
education - were studied by several researchers. In spite of differences in the relative strength
of the impacts of different household characteristics, the results basically agreed with the view
that households adjust their housing to their changing characteristics and needs through their
moves. Abu-Lughod & Foley (1960) examined the impacts of life-cycle stage, education,
income, and age on housing consumption in several US cities. They found that most of the
residential moves were due to the increasing space needs of families at the child bearing and
child rearing stages. Thereafter residential mobility declines. Nevertheless, by examining the
rise in income over the life-cycle, they pointed out that life-cycle changes needed to be

combined with income changes in mobility analyses.

As a result of their research in Indiana, Leslie & Richardson (1961) argued that both life-
cycle stage and upward social mobility are quite significant determinants of planned
residential mobility. Speare (1970) compared the impacts of tenure duration, life-cycle stage,
age, and tenure status, on the actual residential mobility of households in a newly established
residential area in the US. He found that age and life-cycle stage have quite different impacts

although they appeared to represent the same concept, and that duration of residence had quite

'However it should be noted that in the second edition Rossi reformulated this explanation of the function
of mobility as follows: "Households tend towards equilibrium in their housing choices, an equilibrium which
is presented by that choice in comparison to which an alternative choice would produce no additional benefits
that exceed the cost of moving... households move when it is clearly advantageous for them to do so, as they
see it." (p 35)
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a strong impact on the mobility of tenants. Pickvance (1974) examined the impacts of
income, life-cycle stage and age on tenure status and on expected and desired residential
mobility, to understand whether the greater mobility of renters is simply due to their younger
age and earlier lifecycle stage or whether it was independent of these variables. Life-cycle
stage was found to have a crucial impact, independent of tenure status on both desired and
expected mobility. It should be indicated however this study acknowledged the importance
of external factors for the study of residential mobility but did not collect any relevant data.
Sabagh et. al. (1969) proposed a conceptual framework which indicated that in addition to
household characteristics, the social and psychological aspects of households, i.e. familism,
social mobility aspirations, and local participation, should be included in the analyses. Doling
(1976) examined the impacts of income and life-cycle in Birmingham and found that the
accumulation of wealth through the family life-cycle appears to coincide with significant
changes in housing choice. Clark et al (1984) is another study which examined the impacts
of life-cycle characteristics. Research was conducted in Tilburg (Holland), and results
confirmed that many moves were in response to changes in life-cycle stages, and hence

changes in space requirements.

Furthermore the perspective set forth by Rossi which treats residential mobility as an
adjustment mechanism, and a response to the changing housing needs of households, guided
another group of researchers who emphasised the role of the level of housing and
environmental satisfaction on residential mobility. The basic concept underlying this group
of studies was "place utility" (the explicit terminology of neo-classical models), considered
as a measure of satisfaction with respect to a dwelling unit and its environment. Wolpert
(1965) defined place utility as "... the net composite of utilities which are derived from the
individual’s integration at some position in space" (p 162). Simmons (1968) described it as
a measure of the attractiveness or unattractiveness of an area relative to alternative locations
as perceived by the individual decision maker. Brown and Longbrake (1970) suggested that
to measure place utility both the aspirations of the household in terms of residential
environment, and the environment of the present (or prospective) residence, should be
considered. Environment in this definition includes neighbourhood, dwelling unit, the site on

which it is located, and its relative location. Residential mobility is defined as:
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"...a process of adjustment whereby one residence site is substituted for another
in order to better satisfy the needs and desires of households, i.e. in order to
increase its experienced place utility" (p 370)

Clark and Cadwallader (1973) developed a conceptual model of mobility based on the "place
utility" idea. They indicated that the decision to move can be viewed as a function both of
the household’s present level of satisfaction, and the level of satisfaction believed to be
attainable elsewhere. The differences between these levels were viewed as a measure of

"stress" created by the present residential location.

The concept of "place utility" gave rise to several mathematical models of housing
consumption equilibrium and mobility. See Goodman (1976), Hanushek and Quigley (1978),
Weinberg (1979), Clark & Onaka (1985), Ben Akiva & De Palma (1986).

Michelson’s (1977) research in Toronto brought a quite distinctive slant to discussions of
housing satisfaction and residential mobility. In this study residential mobility was not treated
as a mechanism for attaining the complete and final adjustment of housing needs. Instead he
put forward the concept of "mobility cycles" within which different levels of adjustment are

realised. He says the

"[e]valuation of people’s match with their housing had to be done not always
in terms of what the family really wanted, but rather in many cases in terms
of what they wanted for a finite period of time before doing something entirely
different" (p 6)

In his later article (1980) he also indicated that people evaluate residential satisfaction on the
basis of what is currently attainable rather than in terms of their long term aspirations. Coupe
& Morgan (1981) analysed housing satisfaction and residential mobility in Northampton.
Their explanations originated from Michelson’s "mobility cycles”. Coupe & Morgan
indicated that many households may have an ultimate housing goal which is beyond their
grasp at the outset, but which they reach by means of a number of steps or "intermediate"

houses, such that housing satisfaction improves at each step.
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Michelson, in his Toronto research, also questioned the impact of spatial structure on
residential mobility. It is one of the first studies to examine the impacts of residential
environment on the housing consumption patterns of households, or the fulfilment of their
expectations. More recently we have seen studies by Munro & Lamont (1985), and Deurloo
et al (1990). Munro & Lamont examined the ways in which neighbourhoods are perceived
in Glasgow, and demonstrated the importance of these perceptions on residential mobility and
on the search for another unit. Deurloo et al studied the role of the spatial structure of the

residential environment on mobility in Randstad (Holland), and arrived at similar results.

Some other studies examine the relative importance of housing dissatisfaction and changes
in household characteristics on residential mobility - see Clark & Onaka (1983), Landale &
Guest (1985), and McHugh et.al. (1990). These studies examined the impacts of housing
dissatisfaction and changes in household characteristisc on planned mobility in several
different cities and obtained quite different results. In Landale & Guest’s study which was
done in Seattle, changes in household characteristics had a stronger impact than
dissatisfaction. McHugh’s study, depending on the measurement of planned mobility (both
on a short and long term basis), showed differences in the relative importance of the

independent variables.

Thus as seen above, a considerable volume of research has been produced on residential
mobility in developed capitalist countries with exclusive reference to household
characteristics, needs, and preferences. Several different analytical and mathematical models,
and various classifications of needs and household characteristics were put forward through
these studies. They obviously provide important technical recommendations both for
constructing the demand side of an analytical model, and for organising the data on household
characteristics in residential mobility analyses. However this voluminous work has limited
relevance in terms of understanding and explaining residential mobility itself. The critique
of the Ecological and Trade-off models due to their treatment of households as free-agents
in the market also applies to these studies. It is obvious that households are not the only
actors in the housing sphere. Besides the role of the consumer, the activities of other actors -
i.e. producers, speculators, land owners, and the State’s priorities and concerns in relation

to housing at the national and local levels - structure the decision-making context. The
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volume of stock relative to housing need, levels of rents and prices relative to income levels,
credit availability and so forth, all help to determine the allocation of stock and hence act as
constraints on the individual household’s housing consumption, thus prescribing the extent to

which the household can adjust its own housing needs’.

In all the above reviewed research residential mobility is understood as an adjustment
mechanism. Moves which are not made for adjustment purposes (i.e. moves due to
demolition and eviction) comprise very limited percentages - see Rossi (1955); Abu-Lughod
and Foley (1960); Michelson (1977). But the particular conditions of the market, the
allocation mechanisms which enable most of the households to adjust their needs, and the

range of alternatives available to them, remained a mystery.

There are however other approaches which bring the factors external to household demand
into the discussion of housing allocation and residential differentiation. In the following two
sections we will evaluate these approaches with a view to constructing an analytical

framework for residential mobility.

2Some models of mobility and housing choice were designed to measure the impacts of certain policies, e.g.
housing allowances on residential mobility and the housing consumption of households - see Menchic (1980)
and Wheaton (1985). However measuring the impact of a particular condition would have a limited relevance
to understand residential mobility. The context of decision making should be examined as a whole.
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1.2.2 Explanations which refer exclusively to the context:

Institutionalist and Marxist approaches

Here the "institutionalist" and "marxist" approaches to housing and its differentiation will be
examined, and we will consider the extent to which the question of residential mobility can

be understood within these approaches.

The institutionalist approach conceives of accessibility within the urban housing stock and
residential differentiation through the decisions and activities of housing market institutions.
The concept of "housing classes” which originates from the Weberian theory of the
distribution of life chances lies at the basis of this approach: income, occupation, and ethnic
status of households on the one hand, and allocation rules, decisions by the public and private
sector on the other, lead to the formation of housing classes, and determine their accessibility

within the urban housing stock. See Rex and Moore (1967).

Control by public and private sector personnel - termed urban managers - of access to the
urban housing was further discussed by Pahl (1975 and 1977). First urban managers were
defined as autonomous actors, and later as not fully autonomous but still crucial actors. Here

we shall not go into the details of this discussion since it is not our immediate concern.

In contrast to the behavioural approach, in the institutional one, the household demand
(choice) factor is completely ignored. Decisions of households among different alternatives
and/or their trade off between the different aspects of their own housing needs in response
to the constraints - set by the eligibility criteria of housing market institutions -, in short the
capacity of individual household to influence their housing situation (consumption) is not

included in the explanatory framework.

As was the case in the institutionalist model, in the marxist approach as well individual

households (consumers) are treated as passively responding to external factors.

Residential differentiation patterns and housing allocation are interpreted from the point of

view of the class structure of the society, capitalist accumulation processes and the role of the
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State in maintaining social stability and enforcing the status quo. Autonomously and
spontaneously arising consumer sovereignty is dismissed, and it is argued that capitalist
accumulation processes create value systems, and demand. Harvey (1985 and 1989) indicated
that residential differentiation is produced by the organisation of forces external to the

individual or even to the collective will of particular social groupings. He writes that

"...we will have to turn to the examination of speculator-developers, speculator-
landlords, and real estate brokers, backed by the power of financial and
governmental institutions, for an explanation of how the built environment and
residential neighbourhoods are actually produced... [FJinancial and
governmental institutions are hierarchically ordered by authority relations
broadly consistent with the support of the capitalist order, in this manner micro
and macro aspects of housing market behaviour are coordinated... it creates a
structure that individuals can potentially choose from but cannot influence the
production of" (Harvey 1989 - p 121)

Households thus decide to move and make their choices in terms of value systems created and
imposed by external forces. Castells (1977) indicates that households, through their mobility
within the city, cannot redefine residential space on the basis of individual values. Residential
mobility is a question of adapting to a new familial situation, to new needs which are already
created. He wrote that "[t]he structure of the housing market produces its own demand. We
observe that the individuals circulate biologically in a residential space already produced” (p
179). He indicated that the results of research on residential mobility which set out from the
preferences of individuals (within the behavioural approach) were quite revealing in
demonstrating that individuals adapt themselves to ready-made needs and positions. So in
Castells’s terms, residential mobility is again an adjustment mechanism, but individual
preferences and choices are not autonomous. Households move much like puppets,

conforming to already produced values and housing stock.

Obviously it is not possible to argue that household choices and preferences are purely
subjective and autonomous. Nevertheless the questions important for understanding
residential mobility - to what extent households adjust their needs and preferences through
moving, (irrespective of whether they are autonomous or not), how they respond to the
constraints? and how they choose among the alternatives available? - remain unanswered

within the marxist approach as well.
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Hence, as seen none of the approaches provide an explanatory framework which is sufficient
to understand residential mobility. Marxist and institutionalist approaches focus on the
constraints and opportunities acting on housing choices, but cannot provide answers to
questions concerning demand. The behavioural approach on the other hand fails to
understand household behaviour in relation to the context. It is apparent that analyses of
household demand and analyses of structural conditions cannot be treated as mutually

exclusive in mobility research.

In fact, there are studies which combine an analysis of household choices, with an analysis

of structural factors. We shall now look at these studies.

1.2.3 Studies which examine both household demand and

the context

Form (1954) is one of the first studies to consider both household demand, and the activities
of other actors operating in the housing sphere within the same explanatory framework in
explaining the structure of land and housing markets. Against the assumptions of ecological
and trade-off models - that the market is free and individuals compete impersonally - Form
developed an analytical model, arguing that the land market is highly organised and
dominated by a number of "social congeries". Although he indicated that most of the land
and housing consumption decisions of households are influenced by an administrated and
organised market, the demand side was not completely abandoned in his model. Households,
together with other small consumers of land (e.g. shopowners) comprise one of the congeries,
whereas real estate, large industry, and local governments constitute the other three.
Economic resources, interests, international organisations, the pressures and influences of each
group, and the relationships between them are defined as the elements of his analytical model.
Form indicates that the social characteristics of consumers, their interests, their economic
power and relations with the other segments of society, should help us to understand their role

in the formation of land use.

There are two studies, by Murie et.al. (1976) and Munt (1987) which carry out case studies

and interpret their results within a combined approach.
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Murie et.al. (1976) studied the moves within and between the public sector, the owner-
occupied sector and the privately rented sector in different parts of U.K. as an indicator of
the nature of the housing system and of the process within it. Eligibility factors in each of
these sectors, the socio-economic characteristics of the movers, changes in their housing
standards, and the process of decision making were examined. It was argued that the
residential mobility rates and patterns (the frequency of moves between and within the
sectors) were the product of household demand (their socio-economic conditions and needs),
supply conditions, and decisions by the gatekeepers in each sector. They then put forward
the concept of "orientation" to formulate and to place household demand within an
explanatory framework for analysing residential mobility and housing allocation. Orientation
is defined as "all the facets of social background, experience, and aspirations which influence
a household’s likely response to changing circumstances and which affect housing decisions
for example whether or not to move" (p 213). A later study by Clapham & Kintrea (1983)
utilised the concept of orientation in discussing public housing allocation system in Britain.
They argued that the institutionalist approach is insufficient to explain allocation, and that it
is necessary to refer to the household demand (the decisions regarding their housing situation)

too.

Munt’s (1987) research was on gentrification in inner London. He argued that explanations
with reference to the changes in housing production and in the employment structure in inner
London, which the marxist approach had developed, provided only a partial understanding of
the questions where and why gentrification occurs. Since the gentrifiers could afford
numerous inner city locations, the attractiveness of the area, and hence demand, appeared to
be an important unexplored issue. Munt argued that gentrification starts prior to institutional
involvement, but that once public institutions become involved through investments they
enhance the process. He concluded that the restructuring of employment in London, changes
in housing production, and factors of demand, are inextricably linked in an explanation of

gentrification.

On the other hand there are some studies which acknowledge the importance of a combined
approach but do not collect all the relevant data. As mentioned previously in the study by

Pickvance (1974), although the data on which the residential mobility discussion was based
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originates from individual households, he indicated that this does not commit the study to the
assumption that residential mobility is freely chosen, or purely the result of subjective
preferences. Pickvance emphasised that housing market institutions are significant to mobility
as well as the households themselves. He argued that residential mobility is determined
jointly by household and institutional decisions and responses. Thorns (1980), and Clark &
Moore (1980) also criticise the behavioural approach, and suggest that planning decisions,
housing finance policy, and construction activities, as well as the household’s own preferences

influence (im)mobility decisions.

These studies all help us develop an analysis of residential mobility within a combined
framework. They provide a conception of household demand different from the approaches
examined previously. They present consumer decision making (including mobility) as neither

completely autonomous, nor as an entirely passive outcome of external factors.
y

Through our discussion in this section so far, our basic analytical principle for examining
residential mobility has been established. Residential mobility research needs to be organised
within a matrix which has room for household characteristics, needs, and preferences, as well
as for the structural factors that underlie the particular conditions of the context. It was seen
that several aspects of housing supply - i.e. decisions by public organisations and by private
producers, and changes in land & housing values - were identified by researchers as the key

variables structuring the context.

In the following section we shall look at residential mobility in the developing capitalist
countries - which will be termed "third world countries” in the rest of the chapter. Our aim
is to examine the structural factors which influence residential mobility, and hence to

understand whether mobility is of a different kind in the third world.
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1.3 RESIDENTIAL MOBILITY IN THIRD WORLD COUNTRIES

Most of the residential mobility and location studies in the third world have also been guided
by the behavioural approach. Firstly, we shall summarise these studies. Then, studies which

examine residential mobility and location with reference to the context will be reviewed.

1.3.1 Studies guided by the Behavioural approach in the
Third World

Changes in urban residential locational patterns have been the subject of several studies
carried out during the 1960s and 1970s, particularly in Latin America. These studies were
based on the urban ecological approach. The development of transportation, and the growth
of commerce were argued to be the determinants of such changes. Schnore (1965) is the first
to examine the changing residential locational pattern of Latin American cities. He argued
that the shifting pattern presented an evolutionary model which led to patterns similar to those
outlined by Burgess (1925) and Hoyt (1939) - as explained in the first section. Later Amato
(1969 and 1970) observed that through the development of transport, elites moved from
centrally located colonial-style to North American ranch-style residences. He argued that the
residential locational choices of elite groups are the key influence on the intra-urban
relocation of the other groups. On the same basis as Hoyt’s argument that households’
ultimate aim is to live as close as possible to those in the highest social group, Amato argues
that middle income families who want to be closer to the prestigious areas follow the high
income households, and the low income households occupy the dwellings left by higher
income groups. Schwirian & Rico-Velasco (1971) is another study which examined the
patterns of location of socio-economic groups in different cities of Puerto-Rico within the
same tradition. They found that as the social status distance between groups increases, the
spatial distance between them increases, regardless of whether the locational distribution of
socio-economic groups presents a colonial or post-colonial (North American) pattern. They
argued that this is a universal fact, and differences between the colonial and post-colonial
cities - i.e. whether the elite groups are centralised or decentralised - should be explained as

a consequence of different levels of transportation development and commercial growth.
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In short, in these studies a general argument was arrived at which maintains that urban
residential structures evolve in a predictable way. None of these studies questioned the
impact of a different pattern of socio-economic development and the consequent rural-urban
migration - which is a distinctive component of urban growth in the third world - nor the
distinctive structure of housing markets on the observed changing location patterns. Such a
weakness however originates from the basic assumption of the approach itself. As explained
earlier, the households are assumed to be competing impersonally for the desired locations

within a natural order.

Some other studies examine the residential mobility of households with reference to their
characteristics and dynamics. Okraku (1971) examined the impact of life-cycle stages on
actual and planned mobility in Puerto-Rico. The results showed that life-cycle stage is an
important determinant of residential mobility. Households at the early stages of their life-
cycle were found to be more mobile than those who are at the later stages. However as in
all the residential mobility research within tile behavioural approach, the study does not
examine the context at all. The constraints on the households’ housing consumption and/or
opportunities available in the housing market were left unexplored. Savasdisara &
Suwannodom (1989) examined the impact of household satisfaction together with household
characteristics on planned mobility in Bangkok, and housing satisfaction was found to have
the stronger impact. This study has a limited relevance in understanding residential mobility
in the case of Bangkok. Besides its failure to explain the structural conditions of the context
(like the previous research), the study analyses planned mobility only. Many mobility plans
however, may reflect household preferences and needs more than the constraints on their
housing consumption. It is important to examine actual residential mobility to have a
comprehensive understanding of the matter. The study by Pickvance (1974) for example
showed sharp differences in terms of the impact of household characteristics even between

the desired mobility and expected mobility (concrete mobility plans).

The relocation pattern of immigrants in the city comprises a third topic examined through the
behavioural approach. In fact a considerable volume of residential mobility literature in the
third world focuses on the relocation of immigrants, and as will be seen later this topic has

also been analysed with reference to structural conditions.
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Turner’s (1968) study is a pioneer in this field. He observed that in Lima (Peru) and Mexico-
city recent arrivals live in central tenements in the city centre. He called them "bridge-
headers" and indicated that these new arrivals trade off the high value placed on accessibility
to central jobs against a low value placed on the need for space and security (home
ownership). He observed that later on they obtained regular jobs and became homeowners
in the illegal subdivisions of the urban periphery. Turner argues that progress through the
family cycle, and a rising income, alters the parameters of household demand and therefore
changes the weight placed on each residential priority. A higher value on the need for space
to accommodate a growing family, and on the security and independence conferred by
ownership, is traded against a lower value placed on accessibility. The household becomes
a "consolidator", owning land on the urban periphery and gradually extending the dwelling.
Hence the Turner model draws on both currents of the behavioural approach: trade off
models where travel costs and distance are traded off against space, and the approach in
which residential mobility is presented as an adjustment mechanism for changes in household
characteristics. In his model four dimensions of the households’ choice are defined as the
determinants of residential mobility and locational choice: (i) accessibility to employment;
(ii) family life-cycle, and demand for space; (iii) income; and (iv) tenure choice, for security
and independence. The model involves the following assumptions: (i) all jobs are located at
the city centre; (ii) cheap and rented units are also located around the city centre; and (iii)
there are no constraints on the opportunities of immigrants once they get a permanent job and
decide to move out of the centre (a parallelism between social and residential mobility).
Through these assumptions Turner eliminates the impact of the social and economic context.
Household dynamics and priorities therefore remain the only determinants of residential

mobility in the model.

As has already been argued, explanations of residential mobility with exclusive reference to
household characteristics lead to a very limited perspective. Several case studies later
(Vaughan and Feindt 1973, Ward 1976 forexample) showed that relocation patterns of
immigrants in different cities of Latin America showed divergences from the Turner model.
The Turner model has nevertheless influenced a large volume of later writing. Conway &
Brown (1980) for example developed their "three phase model” to explain the divergences

from the Turner model, but this alternative model remained mainly within the same analytical
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framework as the Turner model. In Conway and Brown’s study the Turner model was
criticised for its inadequacy to explain the way in which the basic priorities of households
reflect on the relocation pattern through successive phases of urbanisation. It is suggessted
that as urbanisation proceeds three distinct areas emerge: central-city slums, inner low income
settlements (the earliest squatments and low-income subdivisions), and new peripheral low-
income settlements. Relocation patterns become more complex with more immigrants moving
directly to the low-density periphery, skipping the initial step (i.e. choosing the inner-city as
the initial settlement). Family and kinship ties are emphesized as the critical factor in
influencing initial settlement and subsequent relocation. In this three phase model the
assumptions of the Turner model - underlied by the behavioural approach - were not
questioned or criticised. As Gilbert & Ward (1982) also indicated that Conway & Brown
study tends to stress the housing preferences of households without investigating the
constraints on their ability to obtain housing. Schuurman (1986) on the other hand, took the
Turner model as a reference point to analyse the relocation pattern of immigrants in the case
of Arequipa (Peru). He argues that reality can be much more systematically described and
analysed when compared to the model. Nevertheless not much explanation was brought about
the differences between the case of Arequipa and the model; opportunities and constraints that
the households experience in particular did not receive any considerable attention, although

it was acknowledge that the model underestimates such factors.

Kliest & Schiffer (1981) examined the relevance of the Turner model to the relocation pattern
of immigrants in the cities of Ibadan, Lagos Island, and Central Accra (Nigeria). Like the
study mentioned above, the failure of Turner’s model to consider the market structure is
acknowledged in this research. However in the emprical work, apart from land speculation
by different ethnic groups on the city fringes - which excludes the other groups from the
submarkets of the city fringes - no other aspects of land and housing markets which influence
the accessibility of the households were examined. The dispersion of job locations, and the
rehabilitation of city centre slums, were pointed to as other factors causing divergences from

the Turner model.

More recently van Lindert (1991) examined the residential relocation patterns of city native

poor and immigrants in La Paz (Bolivia). As in Convay & Brown study, support by relatives
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and kin is emphasised as a significant determinant on the initial location and subsequent
relocations. In addition to support systems, tenure and location priorities of households were
argued to be influential factors. Although it is indicated that the housing behaviour of
households is moulded by the conditions of the land and housing markets, these factors do
not take place in the explanatory framework of the research. Ahmad (1991) examined the
relocation of immigrants in Karachi (Pakistan). The initial location and subsequent mobility

patterns were explained by exclusive reference to the ethnic status of immigrants.

There are a few studies in the third world which explain residential mobility with reference
to the broader context, and particularly housing and land market conditions. In the following

section we look at these studies.

1.3.2 Studies which examine residential mobility with

reference to the context

Research in the third world that examines residential mobility in the light of land and housing
market conditions has been confined either to immigrants or to the urban poor. Criticisms
of the Turner model underlie most of them, and they question whether the residential mobility
of the poor is more likely to be a matter of their priorities, or a forced response to the

constraints.

Brett (1974) for example, is one of the early studies which criticised the behavioural emphasis
of the Turner model, directing attention to the activities of other actors in the housing sphere,
and ensuing constraints on household choices. He indicated that the interests and priorities
of the commercial sector and the state frequently conflicted with those of urban poor, "...the
housing context remains overwhelmingly controlled by sectors other than the users themselves
and is no less than a product of a fundamental confrontation of interests" (p:189). Brett gave
the rises in land values as the most crucial example of control over the users’ choice. He
indicated that rising land values, resulting from competitive pressures and speculative bower

in the expansion of the city, change the range of available alternatives in the housing sphere
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quite regardless of the household’s priorities and expectations. He added that households who

have been forced to readjust their priorities to a lowered ceiling are expected to be found.

Gilbert & Ward (1982) directed their attention towards an empirical evaluation of the

influence of structural factors on the relocation of immigrants, arguing that:

"in order to understand residential movement, both residential preferences and
constraints need to be considered, the latter can only be included through an
analysis of wider structural factors such as government policy towards land
and servicing, the changing price of land, and the effects of increasing urban
diseconomies" (p 131)

They examined the relocation patterns of immigrants in three cities - Valencia, Bogota
(Colombia), and Mexico-City. The residential mobility histories of immigrants since they had
arrived in the city were obtained, and the state’s responses to land invasions, and land market
conditions were examined. It was found that, depending on the extent of restrictions on land
invasions, on price levels of plots relative to incomes, and on the size of rental stock (which
was found to be inversely related to restrictions on land invasions), the relocation pattern of
immigrants varied in different cities. They concluded that in these three cities the
immigrants’ (re)location decisions are less an outcome of their own priorities, and more the

product of different constraints.

Edwards’ (1983) study in Bucaramanga (Colombia) showed that changing patterns of
residential mobility are closely related to the changing structure of local housing markets.
He found that in relation to state policies concerning land invasions, the availability of cheap
land had fluctuated markedly during the previous 50 years in Bucaramanga. The relocation
patterns of immigrant cohorts - life-cycle stages, and the age and income levels at which they

became homeowners - varied sharply according to land market conditions.

With reference to these results it appears that state intervention in the housing sphere, together
with land and housing supply conditions, are the key factors which form the contexts within

which residential mobility occurs. The particular conditions of supply, and the particular
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forms of state intervention in different localities and/or at different periods, underlie the

different patterns of relocation.

Apart from the research on the relocation patterns of immigrants, there are two studies
concerned with the residential mobility of the poor in the private rental sector in the third
world - Ozo (1986) and Strassmann (1991). Interestingly they reported sharply contrasting
residential mobility rates, although in both studies residential (im)mobility was found to be

a forced response to unfavourable housing market conditions.

In his survey in Benin-city in Nigeria, Ozo (1986) indicated that acute housing shortages, the
restrictive assignment of housing allocations in the public sector, and low vacancy rates,
prevent households’ needs and choices from having an impact on their residential mobility
decisions. Ozo reported that only‘ 24% of immigrant tenants had moved in the last five years.
Around 60% of the respondents who had not moved within the last five years, gave as their
reason for not moving the lack of suitable vacancies, which partly reflects the low vacancy
rates. Another 25% said that they did not have enough money for the three months’ advance
rent payments usually demanded by landlords. It is evident that immobility in Benin-city

does not reflect the households’ choices and preferences.

Strassmann (1991) on the other hand, contrary to Ozo, reported that in Korea tenants move
very frequently. He indicated that rents are secured in the form of an interest-free loan to the
landlord that is returned upon vacation of the premises. Seoul has grown very quickly and
since irregular settlements and self-help building are no longer tolerated, there is a housing
shortage, rents are rising quickly, and the state has no control over them. To avoid evictions
(which would mean the loss of deposit money), and to hedge against inflation, tenants have
to move very frequently - on average a tenant moves every three years.

These contrasting rates of residential mobility show how different policies have great effect

on residential mobility.

Since the research reviewed in this section was confined to immigrants or the urban poor, our
knowledge of residential mobility in the third world in terms of its function and form remains

limited. Nevertheless they have contributed to our understanding in an analytical respect.
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As is clear, the different forms of housing supply, and the particular forms of state
intervention into the land and housing sphere, were the key factors affecting the different
forms and rates of residential mobility. In other words with reference to those results it can
be concluded that the particular form of housing supply, together with the state priorities and
concerns in housing and consequent housing policies, are the principal aspects of the context

affecting residential mobility.

Furthermore, Gilbert & Ward (1985) pointed out that the conditions of labour markets (i.e.
employment levels, income levels, and changes in wages) have to be examined as well in
order to understand the context of housing consumption. They indicated that employment
conditions, housing policies, and housing supply, together determine the degree to which the
poor are able to exercise a choice over their housing situation. This further broadens our

analytical framework.

Having examined the approaches taken by residential mobility researches in the third world,
we need to ask whether a specific explanatory model is necessary to understand residential
mobility in the rapidly growing third world cities, or whether a general model can be

constructed which explains residential mobility in all the countries.

14 A GENERAL EXPLANATORY MODEL OF RESIDENTIAL
MOBILITY

As a result of our analysis of the previous literature it can be seen that there is a systematic
link between contextual features and residential mobility such that one can conceive
residential mobility within a single model. Within this model the different forms of
residential mobility in different types of societies correspond to different sets of values on the

same contextual and household variables.

Reference back to the research in both developed and developing countries will clarify this
argument further. As was seen in Munt (1987), and Murie et al (1976), housing supply
conditions, volume of production, changes in production, rents and prices, and decisions by

private and public institutions, were the key features of the local contexts which influenced
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housing consumption and residential mobility. Pickvance (1974) also pointed out that the
decisions of private and public institutions - in short, the conditions of supply - should be
referred to in order to understand the context in which residential mobility occurs.
Furthermore the research by Gilbert & Ward (1982), Edwards (1983), Ozo (1986), and
Strassmann (1991), showed that in different third world cities, the form of state intervention
in the housing sphere, and land and housing supply conditions, resulted in different patterns
and rates of residential mobility among the urban poor. Hence it is apparent that (i) housing
policies which reflect state priorities in housing, and which influence the decisions of the
market institutions; and ii) consequent land and housing supply conditions are the key
variables to be included in the explanatory framework; and the different values of these
variables in different localities identify the main features of the local contexts. Furthermore
as was mentioned, Gilbert & Ward (1985) pointed out the importance of examining labour
market conditions in order to understand the context of housing consumption. Although
Gilbert and Ward discussed this matter in relation to the housing consumption of low income
households in the third world, this can and should be generalised: labour market conditions
together with patterns of income distribution have to be examined in order to understand the

context of housing consumption for different income groups in all urban economies.

In short, it is apparent that to understand residential mobility in different localities does not
require particular explanatory frameworks. A single analytical model is possible through

which residential mobility can be examined in different contexts.

Housing supply conditions, housing policies, and the conditions of the labour markets have
been identified as the structural variables of the model. Although it is a single model, the
different values taken by these variables will enable us to grasp the particular conditions of
the contexts - the extent of the constraints, and the range of alternatives and opportunities
available in the housing spheres in different localities. In view of this let us now refer back
to the basic analytical principle arrived at previously to make the analytical framework further
explicit. It was established that residential mobility research should incorporate both analyses
of household demand, and the structural conditions of the context in which mobility occurs.
Hence the general model can be desribed as a matrix which has room for both household

demand as well as for the particular structural conditions of the context. Analyses of
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household demand will explore the impacts of household characteristics on their residential
mobility, the household preferences, and the households’ own evaluations of the extent to
which their preferences are realised. At the same time housing supply conditions, conditions
of the employment sphere, income distribution patterns, and housing policies (which reflect
state concerns and priorities in the housing sphere) will comprise the structural variables of

the model.

We shall now attempt to understand the extent to which residential mobility in the rapidly
growing third world cities is different in terms of its function from the residential mobility
observed in the developed capitalist countries. In the latter case residential mobility appears
to be a mechanism for households to adjust their changing housing needs. However the
context of residential mobility in the third world cities should be considerably different from
that of the developed countries. = We shall outline the factors that can be influential on
residential mobility in the third world cities to see the extent to which residential mobility can
have the same function as those observed in the developed capitalist countries. Examining
the distinctive features of the structural variables will provide us with some clues of the extent
to which determinants of residential mobility in the third world are different. The results of
case studies (reviewed above) which examine residential mobility with reference to the
context already comprised a perspective on the matter; they suggest that residential
(im)mobility of households is less likely to be due to their own needs. Nevertheless, these
studies were limited in number and concentrate on immigrants or urban poor, furthermore
some of them did not look at all the relevant structural variables. Here looking at the
distinctive features of the structural variables in the third world countries will provide a
broader perspective to understand the context of residential mobility in the third world, and
whether it is an adjustment mechanism, or whether it serves for different purposes - is caused

by different factors.

1.5 DISTINCTIVE FEATURES OF THE CONTEXT IN THE RAPIDLY
GROWING CITIES OF THE THIRD WORLD

We acknowledge that there are a lot of differences between the third world countries and even

between cities in the same country in their housing supply mechanisms, forms of state
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intervention in the housing sphere, and labour markets. However low economic development
levels (Jlow levels of GNP per capita), limited industrial development which can not keep pace
with rapid urbanisation, and rapidly increasing demand for housing are the striking common
phenomena that these countries experience - in contrast to the developed western countries.
These common experiences must have shaped some main features of land and housing
markets, state priorities in housing, and labour markets in similar ways in many third world

countries. Here we shall outline these main common features of the structural variables.

Land and housing supply conditions

Sharply increasing demand for urban services, including land and housing, on the one hand,
and the quite low levels of GNP on the other severely constrain the government’s ability to
make public investments and to provide services for urban residents in almost all third world
countries. An inelastic supply of serviced land, and the consequent dual structure of the
housing stock - i.e. authorised and unauthorised - are the major common characteristics of all
rapidly growing third world cities. The inelastic supply of serviced land, and the continuously
increasing housing demand - primarily due to the high rates of urbanisation - constitute ideal
conditions for high rates of increase in land prices and land speculation. Several third world
studies have reported that not only large capital, but also small family savings are invested
in urban real estate as a hedge against inflation - Peattie (1979), Durand-Lasserve (1983),
Oncu (1988). Rapid rises in land prices and speculative potential are not confined to
authorised land. The unauthorised land and housing stock have been commercialised in

almost all the third world countries and have also gained a speculative potential.

Nevertheless it should be noted that there are some studies which indicate that the recession
in the 1980s has caused land speculation to lose its momentum in both parts of the market.
Gilbert & Varley (1991) for example found that in Guadalajara (Mexico) in the 1980s real
prices of land had stopped rising faster than inflation. They reported that between 1975 and
1980 average price per square meter increase by 14% (in terms of 1985 prices), whereas
between 1980 and 1985 average price fell by 3%. Findings from Mexico City and Caracas
also suggested that the land prices were not increasing faster than inflation (Gilbert 1989).

However as Gilbert (1992) indicated although land prices may not have been increasing in
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real terms, they may still have risen relative to incomes, but there is not much reliable data
on this topic. Moreover the stabilisation of land prices relative to inflation is not a general

finding among third world countries.

Amis (1990) argued that land speculation is still widespread in most of the African countries.
He wrote that "in stagnant economies and/or in periods of economic recession, land and
housing are likely to be seen as secure and/or lucrative outlets for investments. This is clearly
the case in contemporary Africa" (p 19). Dowall (1992) also reported rocketing land prices

in Bangkok (in constant dollar terms) both inside and on the fringes of these cities.

Through the findings of the research reviewed here, it can be seen that trends in land prices,
vary considerably between different third world cities. Various local circumstances play roles
on these trends e.g. the extent to which land invasions are allowed, the form of behaviour of
capital in choosing between different sectors in which to invest during the recession and so
forth (see Durand-Lasserve 1990, and Gilbert 1992 for discussions on circumstances
influential on land prices). Hence it is difficult to make generalisations about the existence
of land speculation and prohibitive land prices among all the third world cities. However
findings from different third world cities suggest that high rates of increase in land prices are
not an unusual experience in the third world. Even if the land speculation in some countries
is not as intense as was the case up until the 1980s, land prices may still be increasing

relative to incomes.

Now let us look at housing supply conditions. Materials prices are reported to have increased
in several third world countries due to different factors i.e. dependency on export products
(in conventional housing production), the monopolistic or oligopolistic structure of the
building materials industry, and/or limited production capacity of the material industry (see
Drakakis-Smith 1981, Linn 1983, Turel 1990, Okoye 1990, Ozo 1990). Recession could have
a depressive impact on construction material prices. However, in Venezuela material prices
were found to be keeping pace with inflation, in Mexico they seemed to be increasing even
in real terms (Gilbert 1989), and in Brazil and Colombia there are signs that material prices
are increasing relative to the minimum wage - though not increasing faster than inflation -

(Gilbert & Gugler 1992). Given that materials costs comprise an important component of
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housing production costs, in many third world countries housing costs have probably been
increasing. Furthermore Drakakis-Smith (1981) indicated that in some cases producers
introduce a risk component to prices, leading to rises in selling prices which are

disproportionate to rises in production costs.

In the authorised stock most of the housing is supplied by the private sector. Public
investment in conventional housing does not exceed 10% of total production in most
developing countries - Linn (1983). More recent studies, Cohen (1990) and Gilbert (1992)
have pointed out that debt crises placed severe constraints on governments’ ability to invest
in housing and urban services in many third world countries in the 1980s. Decline in many
governments’ spending in urban services and infrastructure was already evident in the early
1980s (World Bank report 1988, p:113). It is therefore unlikely that public investment in
housing production in the late 1980s has increased and reached a significant proportion of

total housing production in most third world countries.

The tenancy ratio was found to be quite significant in many third world countries. In the
authorised stock the percentage varies between 30% and 50% (See Linn 1983 Table 5.7, pp
136-137). There is limited data however on the proportion of private renting, Edwards
(1990) indicates that private renting is quite significant in Latin America, whereas there are
some countries in Africa where public renting (including company houses) ranges between
30 - 60%. The rental sector has been an important component of the unauthorised housing
stock as well. Given the rising land prices in several countries - even if not in real terms,
then at least relative to incomes - rising material prices, and limited public investments in
housing; considerable proportions of tenancy should not be surprising to start with. Although
in some case studies limited accessibility to ownership was argued to be an important factor,
in some other research renting is argued to be less likely related with accessibility but more

likely to be a matter of choice, since this form of tenure provides more flexibility.

There are not many studies concerning rent levels, rates of increase of rents, and other supply
conditions of private renting. Furthermore most of the available research concentrates on
unauthorised stock renting. Data on the authorised housing stock renting conditions is even

more limited. Results of the research varies quite a lot.
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Amis’ (1984) study in unauthorised housing stock in Nairobi (Kenya) for example, indicates
that rent levels are not subject to legal rent controls, and that rents increase when incomes
rise; In 1980 when the minimum wage was raised, the rent level also increased immediately,
despite the fact that the government made explicit warnings to prevent rises in rents. Nearly
40% of tenants were found to have severe diffuculty in affording their rents. Amis reported
that landlordism was large scale, and landlord-tenant relations were generally hostile.
Physical violence and immediate evictions following the failure to pay the rent were not
unusual practices. Similarly Ozo (1990) indicated that in Benin City (Nigeria) tenants have
a very weak position against landlords. His research showed that tenants suffer insecurity
of tenure. There is always the fear that they could be evicted at short notice and that those
who resist could be harrassed. On the other hand some research presents evidence from the
unauthorised stock which is contrary to the above arguments. Aina (1990) for example
reported that in an unauthorised district of Olaleye (Nigeria), where landlords operate on a
small scale and landlord-tenant relations are not generally hostile 41% of the tenants argued
that their rent was unfair, while 56% felt that it was fair. He also reported that rent increases
are not very frequent. Gilbert & Varley (1991) gave figures concerning the rent increases for
Mexico. Throughout most of the 1980s rents increased marginally above the minimum salary,
only in 1988 and 1989 were there considerable increases in rents relative to the wages. They
indicated that as a result of the government’s anti-inflationary policy, the minimum salary was
permitted to rise by only 11% in 1988, and that despite the government’s efforts to limit the
rent rises, in that same year rents increased by 85%. These drastic rises in rents relative to
wages were interpreted as a lagged response to the increases in inflation in the previous years,
and they added that rent rises would possibly fall later. In the same study relations between
tenants and landlords were examined in two cities of Mexico: Guadalajara and Puebla. It
is reported that most landlords in both cities operate on a small scale, and that although
eviction is not uncommon, occuring mainly because tenants failed to pay the rent, tenant-
landlord relations are not too conflictual - unlike the situation reported by Amis (1984). In
self-help housing settlements in Bogota (Colombia), Gilbert (1983) examined the reasons for
moving out of the previous units, and tenancy durations. He argued that although the tenants
were not constantly subject to evictions, they clearly did not have any real security of tenure.

Furthermore in unauthorised settlements upgrading projects may lead to excessive increases
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in rents, and evictions. Such cases were encountered in some African cities’. But this is not
a general finding, Rakodi (1988) for example found little evidence of increased rents in

Lusaka after the unauthorised settlements were upgraded.

Rent/income ratios vary from very high to quite moderate levels between the countries.

Malpezzi and Mayo (1987) showed that in different cities in Colombia and Korea the ratio
ranges between 30% and 77% among the low income groups. The city average in these
countries is around 20%. In contrast the ratio for several cities in India, Egypt, Philippines
and EI Salvador ranges between 9% and 17% among the poor, and the city average in these
countries is around 8%. Ozo (1990) indicated that in Benin City (Nigeria) the ratio is quite
high, an average worker spends between 25% and 40% of his monthly income on rent. In
Pueblo and Guadalajara (Mexico) on the other hand the ratio for the whole city was found
to be low, at 13%. Even for households earning less than the minimum salary the ratio was
found to be 16% (Gilbert & Varley 1991). Amis (1984) reported that the ratio is 14% among
the urban poor in Nairobi. He indicates that the ratio for Nairobi can be considered to be low
compared to the international agencies’ arbitrary figure of 20%, but he added that the average
tenant’s household income in the survey was found to be slightly higher than the amount
necessary to fulfill a household’s basic nutritional requirements alone. Hence considering the
particular economic context of the country, rents appear to be high financial burdens for the

low income groups in Nairobi.

Thus considering these patchy data about the conditions of private renting in the third world
one can suggest that lack of tenure security and high rent burdens are quite common
experiences among the low income groups in particular. Nevertheless it should be indicated
that these conditions cannot be argued to be general findings for all the third world countries.
Several studies have produced little or no evidence to support the existence of such
unfavourable conditions in some cities, while others suggest that some unfavourable
conditions of supply, e.g. rapid rises in rents, may not be constant trends. It should also be

added that the above reviewed research does not provide much data on authorised stock

3Gilbert (1992) refers to his personnel communication with Richard Stren.
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renting, hence it is not possible to go in to any argument about the conditions experienced

by middle and low income groups in the authorised rental housing markets.

State objectives and housing policies

As was argued the particular features of land and housing supply conditions should be
understood with reference to the State’s priorities and objectives in the housing arena, together
with its financial viability. In this section the State’s priorities and its forms of intervention
in the housing sphere will be outlined. This will help our understanding of the formation of
certain land and housing supply conditions which seemed to be common among many third

world countries.

The State’s relation to the housing sphere can range from from non-intervention in the market
to the production and management of a nation’s housing stock (see Ungerson & Donnison
(1982) for different forms of state intervention in the housing sphere). In almost all the third
world countries the State’s intervention in land and housing production generally remains at
moderate levels - in other words much closer to the "non-intervention" end of the scale. As
was explained previously, in almost all the third world countries, the low GNP levels and the
sheer magnitude of the demand, constrain the ability of state to provide services including
housing for the whole urban population. Moreover as was also mentioned in the 1980s in
particular, the debt crises that all the third world governments experience put further
constraints on their ability to invest in urban services. In addition, in most of these countries

housing is not one of the priorities for investment of scarce financial sources.

These factors obviously have important impacts on the formation of the State’s objectives and
level of intervention in the housing arena, but do not amount to a complete explanation.
Beyond these reasons governments mostly prefer not to intervene in market forces since in
an environment where the serviced land supply is inelastic and demand is rising continuously,
the urban housing and land market offers a major channel of capital accumulation and hence
fulfils an essential economic function, leading to the formation of interests around land and
housing transactions. Several studies in different third world countries argue that land

speculation has never been challenged, and policies have done nothing to dissuade
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speculation. Durand-Lasserve (1983) wrote that the State’s non-interventive behaviour
towards speculation in Bangkok was not solely the result of a deficiency in the State
apparatus, or a lack of coordination between administrative departments. On the contrary the
State and public authorities have shown no will to intervene, mainly because the extra revenue
from urban property during periods of increasing demand is a form of capital accumulation,
and has been encouraged by different groups. Oncu (1988) also indicated that the urban land
market in Turkey represents a major channel of accumulation. Interest groups form around
it, and the State generally prefers not to intervene in its operation, apart from channelling
limited credit availability to the middle classes to ensure the continuity of their effective
demand for urban property. Gilbert & Ward (1985) reported examples in Latin America of

public organisations engaging in land speculation.

The State’s policies concerning the unauthorised land and housing broadens our perspective
on the matter. Increasing tolerance of land invasions and illegal subdivision, and the
upgrading of these settlements have become popular policies among the third world countries
within the last two decades. These policies involve several different motives. Cheap
accomodation must be available for the urban poor to ensure the low cost of reproduction of
the labour force if the third world economy is to continue to function within the world
economy. For the State, allowing land invasions and upgrading of the stock is the least costly
way of housing the poor masses (Burgess 1985). Accepting and upgrading the unauthorised
stock is in the State’s own interest as well, since such a policy ensures social stability.
Furthermore it enables governments to gather the votes of these masses (Nelson 1979,
Drakakis-Smith 1981). While at the same time unauthorised land and stock has been
commercialised, and led to the formation of several interest groups - i.e. owners of land near
to unauthorised settlements, construction companies, land speculators. The state never
interferes with the commercialistion of unauthorised stock, moreover upgrading projects for
these settlements have probably enhanced the speculative potential of the stock in many cities.
Nevertheless at this point some questions must be raised: i) One of the important factors
leading the State to tolerate land invasions and illegal subdivisions was assumed'to be
ensuring the reproduction of labour at low costs, but commercialisation of this stock obviously
increases the cost of housing for the urban poor. This raises the question of why the State

does not challenge this; Furthermore ii) Why does the State sometimes demolish such
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settlements and engage in urban renewal (Gilbert & Ward 1982, Gilbert & Gugler 1992).

Answers to these questions depend on a wider understanding of the State’s objectives in the
housing sphere. The State acts to maintain the overall conditions for capital accumulation,
but is nevertheless subject to pressures from various interest groups (Peattie 1979, Gilbert &
Ward 1982). Its housing response therefore constitutes a balance between these interests
while at the same time aiming to maintain the existing economic system and ‘overall
conditions of capital accumulation (Gilbert & Gugler 1992). Hence such an objective of state,
together with the rapidly increasing demand for housing in the third world cities and limited
resources to be invested in land and housing production further clarify our perspective about

the context of housing consumption of the masses in third world cities.
Labour market conditions

As was established in our explanatory model, the labour market was another structural
variable to be examined. We will now look at the distinctive conditions of labour markets -
in terms of income levels, changes in incomes, job turnover, and job security - in the third
world. It is a well known fact that industrialisation could not keep pace with rapid
urbanisation in most third world countries. Apart from limited industrial expansion, most of
the third world countries foster capital intensive industrialisation which can offer employment
only for a highly educated, skilled labour force ( Herbert 1979, Gilbert & Gugler 1992).
Hence the influx of semi- or unskilled labour to urban labour markets on the one hand, and
limited, capital-intensive, industrial development on the other, have resulted in an excess of
labour with limited skills, low levels of incomes, and lack of job security. Estimates for
several countries suggest that labour without job security (unprotected labour) comprises
considerable proportions of the urban labour force. Gilbert & Gugler (1992) referring to six
Latin American and two Asian countries quote figures of between two fifths and two thirds
of the urban labour force as in the "informal sector™. It should be indicated that unprotected
labour (informal employment) is not confined to the "informal sector" activities, unprotected

labour can be found in the largest and most modern firms in some third world countries. The

“We acknowledge that the line between formal and informal sector is not clear. The criteria used in the above
estimations could be different. Nevertheless. these estimations provide us with a picture of the size of the
unprotected labour force in those third world countries.
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same authors refer to a labour survey in Guadalajara (Mexico) which found that 20% of
respondents working in firms employing more than 500 workers were not covered by social

security or having temporary contract.

Furthermore, the 1980s witnessed decreases in the earnings of the working masses in many
third world countries due to the acute debt crisis. Governments, while decreasing public
investments, keep wage levels down to low levels in order to cope with the debt crisis and

rising inflation (see Cohen 1990, Gilbert 1992).

Thus given that (i) the real earnings of the masses are decreasing in many third world
countries; (ii) considerable proportions of the labour force experience low incomes, and many
of them do not have job security; (iii) housing material prices are increasing at high rates in
many third world countries; (iv) though land speculation is not rampant any more in some
third world countries, land prices may well be increasing relative to incomes, while in some
others land speculation did not lose much of its momentum; (v) very limited proportions of
the stock are provided by the state; (vi) lack of tenure security and high rent burdens are not
uncommon experiences among the low income groups in some places: the context of housing
consumption does not seem to be compatible for housing adjustments for the majority of
households. In other words considerable proportions of (im)mobility decisions in many third
world cities are expected to be different in terms of their function from those in developed
capitalist countries: they are more likely to be a forced response to the context. Furthermore,
the decreases in real wages on the one hand, and rising trend in prices of construction
material and land relative to incomes on the other, may even influence the housing
consumption of the middle income groups in several cities; hence their (im)mobility decisions

may not perfectly fit the adjustment model.
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1.5 CONCLUSION

In this chapter studies of residential mobility and related approaches have been reviewed. Our
aim was to understand residential mobility in terms of its function and causes, to establish
ways of examining it both in developed and developing countries, and finally to set out an

analytical framework for our own research.

In the first section, studies in developed countries and related approaches were reviewed. It
was seen that in developed capitalist countries a very significant volume of research has been
guided by the behavioural approach, where residential mobility is explained with exclusive
reference to household demand and characteristics. Through the results of these studies
residential mobility was understood to be an adjustment mechanism in the developed
countries. However, given that households are not the only actors in the housing sphere, but
others i.e. financial and governmental organisations, constructors, land owners, and so forth,
also take part in that sphere, it is apparent that examining residential mobility in relation to
household demand, preferences, needs, and socio-economic characteristics is important and
necessary, but not sufficient to understand all the aspects of the matter within a broad

perspective.

Marxist and institutionalist approaches on the other hand have focused on the context of
decision making. In the marxist approach, residential differentiation and allocation of housing
were interwoven with capitalist accumulation processes. While the institutionalist approach
provided explanations in terms of the policies and practices (eligibility criteria) of housing
market institutions. But neither of these approaches is household demand taken into account.
Households are considered to be passive respondents to external factors. Although it is
apparent that the households’ housing consumption decisions are not autonomous (or
subjectively chosen), their choice among the range of alternatives available, their responses
to the constraints (e.g. trade-off of priorities, coping strategies and so forth) and the impacts
of their own characteristics on their decisions, are important issues in understanding

residential mobility.
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Hence it was established that analyses of household demand (choices and preferences), and
of the structural factors, cannot be treated as mutually exclusive if an understanding of
residential mobility is to be achieved. A few studies examined residential mobility using a
combined approach in the developed countries. Reviewing these studies clarified our
perspective in terms of analysing and explaining mobility with reference to both household
demand and structural conditions. In these studies changes in land values, decisions taken
by the producers in terms of where and how much to produce, and decisions made by public
institutions, were shown or argued to be the key factors influencing the particular conditions
of the context in which residential mobility occurs. Household demand on the other hand is
defined as a response to the particular conditions of the context, yet influenced by and

originating from household characteristics, needs and preferences.

In the second section of the chapter residential mobility studies in the third world was
reviewed. It was seen that several studies in the third world were also guided by the

behavioural approach. The "Turner model" was a quite significant example of this approach
in the third world. In that model the relocation patterns of immigrants in the city were
described with reference to their own priorities. On the other hand, there were a few studies
which examined mobility with reference to structural conditions. However all these
researchers confined their studies to the residential mobility of immigrants or of the urban
poor. To our knowledge there is no study which looks at residential mobility in the city as
a whole in the third world. Constraints and/or the range of housing alternatives and
opportunities experienced by different socio-economic groups in the third world cities -
where demand for land and housing is increasing continuously, housing production costs most
likely to increase at high rates in many places, and where real wages are decreasing - have
not been examined. Residential mobility of the different socio-economic groups (or the
households in different segments of the stock) in the third world cities: whether it is a matter

of choice or more likely a forced response to the context has remained unexplored so far.

Nevertheless, research which concentrates on the context of residential mobility of immigrants
contributed to our efforts to establish the analytical principles for examining residential
mobility. These studies showed that the particular conditions of land and housing supply, and

the specific forms of state intervention in the land and housing sphere, have been the key
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factors affecting rates and patterns of residential mobility. In addition to the conditions of
housing supply, it was argued that labour market conditions ought to be taken into account,
since for the majority of households their ability to exercise their choice over their housing
situation is the outcome of both housing supply conditions and the labour market conditions -

i.e. income levels, changes in income levels, and stability of employment.

In the third section of the chapter, a general explanatory model for residential mobility was
set out. With reference to the studies and discussions both in developed and developing
countries, it was established that there is a systematic link between contextual features and
residential mobility such that one can conceive residential mobility within a single model.
Within this model the different forms of residential mobility in the different types of societies

correspond to different sets of values on the same contextual and household variables.

The principles of the model can be summarised as follows: (i) It incorporates both analyses
of the conditions of the context in which residential mobility occurs, and of household
demand; (ii) Housing supply conditions, housing policies, and labour market conditions are
the structural variables of the model which will enable us to grasp the effect of the context;
(iii) Analyses of household demand should explore the impacts of the households’ own socio-
economic characteristics and of their needs on their (im)mobility, and the households’
subjective experience of constraints and/or opportunities concerning their housing
consumption, including (im)mobility decisions. These principles will also guide our own

research in the particular case of Turkey.

Then in the last section of the Chapter the distinctive features of the structural variables in
the third world were outlined to understand the context of residential mobility in third world
cities and to see whether the residential mobility in the third world fits the residential mobility
reported in the developed capitalist countries in terms of its function. Rapidly increasing
demand for urban land and housing, limited industrialisation, low levels of GNP per capita
and debts are the common experiences among most of the third world countries and must
have underlain some of the main features of the structural variables in similar ways.
Although it would be wrong to make generalisations about the features of the structural

variables among the third world countries, some features appeared to be quite common, or
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occuring in different rates or extents among the many countries. We concluded that
residential mobility is less likely to have been an adjustment mechanism in the third world,
rather it may more likely be a forced response to the context. Moreover, this form of
residential mobility may not be confined to the low income groups, (im)mobility decisions

by the middle income households may not perfectly fit the adjustment model, either.

In the following two chapters, in accordance with the explanatory model, development
policies, the socio-economic indicators, housing supply conditions, the State’s interest in the
housing sphere and housing policies, and labour market conditions in Turkey in the 1980s will

be examined in order to define the context in which residential mobility takes place.



2  Economic Development Policies - Labour Market
Conditions and Income Distribution Patterns in

Turkey

2.1 INTRODUCTION

In this chapter the particular features of labour markets and the economic policies affecting
income distribution will be examined. As was established in the previous chapter, changes
in the employment structure, the distribution of job opportunities and earnings, changes in
income levels, and the consequent patterns of stratification and social mobility in urban areas,
together with housing supply conditions, are considered to be the principal factors determining
the context in which residential mobility takes place. By stratification we mean differentiation
among people in terms of income and work positions (positions within the occupational
hierarchy) and social mobility refers to the changes in people’s positions in relation to either

income levels, or work positions, or both.

The liberalisation of the Turkish economy since 1980 (a turning point in the country’s
economy) and the ongoing process of urbanisation since the 1950s are the two phenomena
which are taken to be fundamental in our analyses of labour markets and income distribution

mechanisms in Turkey in the 1980s.

Turkey’s economic development process since the establishment of a republic and the policies
and conditions that gave rise to these crucial phenomena through the development process
will be presented briefly in section 2.2. Then in section 2.3 rural-urban migration will be
discussed as an important source of labour supply in the urban labour markets. Evidence of
the phenomenon of "over-urbanisation” - roughly defined as the situation in which the formal
sector is incapable of absorbing the labour supply by rural-urban migration - will be presented
and the impact of this situation on labour markets and income distribution will be discussed.

In section 2.4 we discuss the liberalisation of the economy and its impacts (i) on production
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processes and business management methods which affect changes in the economy’s demand
for particular skills and labour qualifications and (ii) on the distribution of national income
between different income types within the economy. With the economy undergoing rapid
change, the extent to which the changes in demand for particular skills could be met is also
an important issue underlying the stratification of labour markets. The relationship between
the economy’s need for particular skills and qualifications and the supply of skilled, qualified
personnel by the education system, and with its impact on the stratification of labour markets

is discussed in the final section.

2.2 A BRIEF SUMMARY OF ECONOMIC DEVELOPMENT POLICIES

Since the establishment of the Turkish Republic in 1923 industrial investment has been
accepted as the most appropriate means of developing the country towards a self-sufficient
economy, the aim being to develop the indigenous industry. Due to the absence of strong
private enterprise the key development strategy was for the State to intervene in the economy
in order to lay the foundations for the development of private enterprise and to stimulate
growth in those sectors of the economy neglected by private capital'. But it was not until
after 1929 (after the expiry of the Lausanne Treaty?®) that the Turkish State was able to
establish its "Etatist" economic development policy much more firmly. The chief aim was
to industrialise and an "Import Substitution" model was chosen as the basis of economic
development. Consequently the Turkish State closed its economy to the world market in
order to protect the indigenous industrialists from competition with foreign goods in the local
markets (Ramazanoglu 1985, Boratav 1989). In the first two decades of the republic
industrialists were given generous incentives and the State made extensive direct investments
in industry. The "Karabuk" steel-mill factory, established in 1939, was a very prominent

example of the State’s direct investment.

'1923 Izmir Economy Congress (see Kepenek 1984, Ramazanoglu 1985)

’The Lausanne treaty between 1923 and 1929 prevented the Turkish State from applying custom duties to
foreign consumption goods. Turkish private capital had little incentive to invest in industry when quicker and
easier profits could be make through import trade (see Ramazanoglu 1985).
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An alternative development policy to the "Import Substitution" model started to be considered
in the political environment after the second world war. Turkey had agricultural products and
raw materials to offer and in return could provide a market for manufactured goods. This
model was supported by both the opposition (the first multi-party system was instituted in
1946 and the Democrat Party was established as the opposition) and a group within the
government’. As will be seen in the following pages, from the late 1940s and particularly

during the 1950s agriculture was rapidly being mechanised.

The development policy of the late 1940s and 1950s can be defined as agriculture based
growth (Kepenek 1984, Isik 1992). Furthermore from 1950 to 1954 the import substitution
strategy as a blueprint of the Turkish State’s economic development policy was abandoned
in favour of export orientation. Nevertheless due to the economic crises and increasing
budget deficits, in 1954 Turkey returned to the Import Substitution policy (and continued its
struggle for economic development through this strategy until 1980). Towards the late 1950s
the need to guide the accumulating private capital and to cope with increasing budget deficits
led the State to prepare development plans to establish investment priorities. In 1963 the
Planned Economy period started’. Today Turkey is in the process of implementing its sixth
Five Year Development Plan. The common denominator in all these plans is the fact that
industry has been taken as the leading force of economic growth. The planned growth rates

of the sectoral shares in the GNP (presented in Table 2.1) show this quite clearly.

The main reason for the appearance of an alternative development policy is the opportunity to export
agricultural products and raw materials to the embattle powers during the years of the second world war, and
the consequent growth of wealth in the hands of land owners and the commercial bourgeoisie (Ramazanoglu
1985).

*In 1950 the Democrat Party won the elections.

’In 1934 a Five Year Industrialisation Plan was drawn up and applied. The development plans began in
1963 were more global, including the other sectors in the economy.
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TABLE 2.1 Planned Growth Rates of Sectors and GNP

Agriculture Industry Services GNP
First Plan (1963-67) 42 12.3 6.8 7.0
Second Plan (1968-72) 4.1 12.0 6.3 7.0
Third Plan (1973-77) 3.7 11.2 7.7 74
Fourth Plan (1978-83) 53 9.9 8.5 8.0
Fifth Plan (1985-89) 3.6 1.5 6.4 6.3
Sixth Plan (1990-94) 4.2 8.4 6.9 7.0
Sources: Compiled from Kepenek (1984) and Fifth and Sixth Development Plans by the State Planning

Organisation

Through the development policies which mostly took industrialisation as the leading force,

the structure of the economy has changed significantly since the 1920s. Shares of sectors

within the GNP show this clearly (see Table 2.2 below).
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TABLE 2.2 Composition of Gross National Product between 1923 and
1988* (%) and Growth of GNP

1923-29 30-39 4049  50-59  60-69  70-79** 80-88

Agriculture 46 42 44 4] 32 23 22
Industry 11 16 15 15 17 22 25
Services 43 42 41 44 51 55 53
GNP Growth

Rate (%)*** 10.9 6.8 0.5 69 5.7 5.8 49

Sources: Compiled from Kepenek (1984), Hic (1988), Boratav (1989), Turkish Economics (1989) by
TUSIAD
* Figures for shares of sectors until 1969 are based on current prices

*x Figures for 1970-79 and 1980-88 are based on 1968 fixed prices
ok Growth rates between 1923 and 1939 are based on fixed prices of 1939 and between 1950 and 1988 fixed
prices of 1968

While industry has been taken as the priority of the development policies since the 1920s, the
mechanisation of agriculture and hence increasing agricultural productivity have also been the
aim. But as Kepenek (1984) pointed out, within the first two decades of the republic there
was little improvement in agricultural techniques and governments were generally more
concerned with land distribution. A rapid increase (or boom) in the mechanisation of
agriculture was seen after the war years in the late 1940s (see Table 2.3). As was explained
by Ramazanoglu (1985), opportunities to export agricultural products arose in the war years
and the accumulation of wealth led agriculture to be the basis of development policies during
the 1950s in Turkey. Also during the planned period, although industry was again considered
to be the leading force of the economy, the mechanisation of agriculture and increasing
productivity constituted the aim and the number of tractors continued to increase (as shown
in Table 2.3 below). Kepenek (1984) indicated that arable land had reached its limits in the
1960s and increasing productivity in agriculture was necessary in order to create sources to

transfer to industry.
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Such intensive and constant mechanisation caused a tremendous influx of population from
rural areas to the cities. It was essentially unemployed agricultural workers who migrated,
although small land owners probably contributed to the influx as well. It is reported by
Danielson & Keles (1985) that most farms were small - three quarters of the farms in 1970
were less than 50 decares (mostly under 12 acres) which made the use of modern agricultural
machines difficult. Hence productivity, was low for small land owners and generated minimal
incomes. While at the same time, due to the development of health services on the one hand
and inefficient birth control programmes on the other®, the total population was increasing
at high rates. Tables 2.4 and 2.5 below show the population growth and urbanisation within

the last 50 years in Turkey.

fIn Turkey governments avoid insisting on the implementation of birth control programmes for fear of
jeopardising the vote, particularly the rural vote.



51
TABLE 2.3 Mechanisation of Agriculture

No. of Increase No. of Increase
Year Tractors Rate (%) Year Tractors Rate (%)
1945 1,156 - 1963 50,844 16.2
1946 1,356 17.3 1964 51,781 2.0
1947 1,556 14.7 1965 54,668 5.5
1948 1,756 12.9 1966 65,103 19.0
1949 9,170 4229 1967 74,982 15.2
1950 16,585 80.9 1968 85,475 14.0
1951 24,000 44.7 1969 96,407 13.0
1952 31,415 30.9 1970 105,865 10.0
1953 35,600 13.3 1971 118,825 12.0
1954 37,743 6.0 1972 135,726 14.2
1955 49,282 6.7 1973 156,139 15.0
1956 43,727 8.6 1974 200,466 28.0
1957 44,144 1.0 1975 243,066 21.2
1958 42,525 -3.7 1976 281,802 16.0
1959 41,986 -1.5 1977 320.578 14.0
1960 42,136 0.6 1978 370,259 15.5
1961 42,505 0.9 1979 402,777 9.0
1962 43,747 29 1980 436,369 8.3

Source: Kepenek (1984) p109 Table V .4; p243 Table X1.4
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TABLE 24 Urban and Rural Populations Between 1927 - 1985
% Urban % Rural
Pop. Pop.
Total Urban within Rural within
Population Population Total Population Total
1927 13,648,000 2,236,000 16.4 11,412,000 83.6
1940 17,821,000 3,234,000 18.1 14,586,000 81.9
1950 20,947,000 3,884,000 18.5 17,063,000 81.5
1960 27,755,000 7,189,000 25.9 20,566,000 74.1
1970 35,605,000 11,821,000 33.2 23,784,000 66.8
1980 44,737,000 20,330,000 454 24,406,000 54.6
1985 50,664,458 25,789.000 50.9 24,875,458 49.1

Sources:

Between 1927 - 1980 Keles & Denielson (1985), p.28; 1985 figures State Statistical Institute
Population Census, 1985
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TABLE 2.5 Urbanisation Rate between 1927 - 1985

Annual Rate

Period (%)
1927 - 1940 2.8
1940 - 1950 1.8
1950 - 1960 6.4
1960 - 1970 5.1
1970 - 1980 5.6
1980 - 1985 4.3

Source: As above

Particularly after 1950 which marked the beginning of agricultural mechanisation, urban
growth accelerated sharply and with an urbanisation rate of 6.4% between 1950 and 1960
Turkey became one of the most rapidly urbanising countries in the world. Since 1950 the
population in urban areas has been expanding much faster than in rural Turkey, despite the

fact that the natural growth rate in rural areas is much higher than in urban districts.

It is reported that rural-urban migration comprises around 50-60% of the population increase
in cities (Kepenek 1984; OECD Report 1988). Between 1950 -1985 the average annual
increase in the urban population was 5.3%. By 1985 6 times as many people lived in cities
and towns as in 1950. Large cities grew even faster; in those with populations of over
100,000 the average rate of urbanisation was 7% during the same period. Within the context
of this extremely rapid urbanisation, three metropolitan cities have been established in Turkey:
Istanbul, Ankara, and Izmir. More than a third of the total urban population lives in one of

these metropolitan cities (see Table 2.6).
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TABLE 2.6 Share of Metropolitan Cities in Population

1960 1965 1970 1975 1980 1985

In Total Population (%) 12 13 15 17 18 19
In Urban Population (%) 35 36 37 39 38 37
Source: OECD Report 1988, p11, Table IL.5

It should be noted that in addition to rural unemployment, significant income differences
between the rural and urban sectors have emerged through Turkey’s development process (see

Table 2.7).

TABLE 2.7 Sectoral Mean Incomes Per Capita (at Current Prices) and
their Ratios to the Economy Wide Average

1963 1973

Ratio Ratio

to to
TL. Total TL. Total
Rural Sector 1,082 0.54 3,301 0.49
Urban Informal Sector 2,582 1.28 8,056 1.19
Urban Formal Sector 5,403 2.69 14,807 2.18
Total 2,012 1.00 6,785 1.00

Source: Kuran (1980) p362, Table 11.3

Moreover better living standards in cities relative to rural circumstances must have also
encouraged the massive flow of population from rural to urban areas. Research carried out
in unauthorised housing (gecekondu) areas of Istanbul by Senyapili (1982) found that most
of the migrants are aware that their standards of living are lower than the rest of the city

dwellers, but they believe that they have come a long way in comparison with the conditions
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of village life; they eat better, dress better, and their children go to better schools. Hence
rural-urban migration has been a major feature of Turkey’s development process within the

last 40 years.

Towards the late 1970s the Turkish economy started to undergo a crisis which finally led the
country to a drastic shift in its economic policy from an inward-looking, etatist one to an
outward-looking, liberal one. The stabilisation policy package in Turkey which inaugurated
this shift was the product both of impasses in the import substitution strategies adopted since
the establishment of a republic and of the conditions of the international economy, particularly
the oil crises of the 1970s. On the one hand as a result of the protective import substitution
trade regime the market had been flooded with inferior quality and highly priced
manufactured goods in the early 1970s and was near saturation point. Furthermore there was
a need for investment in the production of intermediate capital goods in order to maintain the
continuity of the rate of industrialisation. Hence there was a need to find new markets for
Turkish goods so that more foreign currency could be invested in the production of capital
goods (Senses, 1985). On the other hand in the 1970s, for the first time since the 1930s,
world capitalism was experiencing a serious recession which intensified the difficulties of the
Turkish economy. Between 1973 and 1974 oil prices increased fourfold which hit Turkey’s
external trade position. While import costs increased dramatically, export earnings remained
stable. Turkey had an extra $3 billion deficit in its budget between 1975 and 1978, just
because of the boom in oil prices (Tekeli, 1984). The foreign currency reserves in the Central
Bank had been exhausted, and from the mid 1970s onwards the manufacturing sector was
forced to cut output. Dramatically increasing inflation rates: 27% in 1977, 43% in 1978,
59% in 1979, and 110% in 1980; and declining GNP growth rates: 3.9% in 1977, 2.9% in
1978, -0.4% in 1979, and -1.1% in 1980 (TUSIAD Report, 1989) clearly indicate the severe

circumstances that the Turkish economy was experiencing.

In 1978 the IMF proposed a "Stabilisation and Liberalisation" policy package for Turkey in
order to resolve the situation. However the implementation of the package was a sudden and
difficult task for the Turkish economy which had been surviving under an etatist strategy for

50 years. Unless Turkey accepted these proposals the IMF was not willing to grant urgently
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needed loans and without the IMF proposal international banks were not willing to extend

further credit facilities to Turkey either (See Ramazanoglu 1985, Tekeli 1984).

Thus in 1980 the Stabilisation and Liberalisation package began to be implemented. Its main

precepts were:

(i) To increase incentive measures for exports;

(i)  To increase interest rates. Increasing rates was assumed both to have a depressing
effect on prices and to lead to the accumulation of funds in the banks for the use of
incentive measures. However within the import substitution strategies interest rates
were kept at artificially low levels to encourage investment by local capital;

(i) To keep wages at low levels;

(iv)  To devalue the Turkish Lira which had been kept at unrealistically high levels
throughout the import substitution period to facilitate the importing of manufactured
capital goods;

(v)  To open the economy to foreign capital and promote foreign investments by the same
incentive measures given to local capital, since foreign capital was assumed to be the
only remedy for the negative balance of payments.

(vi)  To liberalise the import of consumption goods in order to increase competition in the
local markets and force the producers to export. Under the import substitution
strategies the importation of consumption goods was prohibited in order to protect the

local producer.

The above outlined precepts imply impacts in two different contexts: (i) impacts on economic
activities, production processes, and business management methods, and hence a demand for
certain labour qualifications; and (ii) impacts on the distribution of wealth (national income)

among the different income types.

Thus throughout the development process of Turkey the ongoing rural-urban migration since
the 1950s which has released a flood of semi or unskilled labour into the urban labour
markets, and the liberalisation of the economy appear to be the most prominent factors

affecting the basic features of the labour markets, including the stratification of the labour
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force and the distribution of national income. In the following two sections the influences

of these factors will be discussed.

2.3 IMPACTS OF RAPID URBANISATION

The distribution of employment by sector and the distribution of income in urban Turkey
within the recent three decades constitute the data that we shall present and consult here in
order to gain a clearer perspective on the impact of a rapidly increasing labour supply on
urban labour markets. Since it is not possible to differentiate migrants in the employment and
income statistics we will not be able to ascertain the impacts of the migrant labour force on

urban markets with any precision.

The figures below showing the distribution of employment by sector since 1960 indicate quite

remarkable changes.
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TABLE 2.8 Sectoral Distribution of Employment 1960.- 1985
% Share in
Absolute
Change Change Change of
1960 1985 in in Employment
Emp. % Emp. % Share Empl. Non-
(000) Share (000) Share % (000) Agr. Total
AGRICULTURE 9.737 750 10950 57.0 -18.0 1.213 - 195
INDUSTRY 977 7.6 2.256 12.0 4.4 1.279 260 205
Mining 77 0.5 136 0.7 0.2 59 1.0 0.9
Manufacturing 885 7.0 2.097 11.0 4.0 1.212 240 19.5
Electricity 15 0.1 23 0.1 0.0 8 0.1 0.1
SERVICE 2.278 175 6.004 310 13.5 3.723 740 60.0
Construction 290 2.0 740 4.0 2.0 450 9.0 7.0
Commerce 353 30 1.355 7.0 4.0 1.002 200 16.0
Transport 247 20 614 3.0 1.0 367 7.0 6.0
Bank & Insurance 50 0.4 388 2.0 1.6 338 7.0 5.0
Other 1.338 10.0 2.904 15.0 5.0 1.566 31.0 250
NON-AGRIC. 3.258 25,0 8257 43.0 +18.0 5.002 1000 80.5
TOTAL 12.992 100.0 19.207 - 0.0 6.215 - 100.0
Source: Compiled from State Planning Organisation (1988) Pub. No. DPT 2134-SPB = 414 p50 Table 34,

1985 Census of Population pp116-117 Table 46.

The share of agriculture decreased from 75% to 57% whereas the share of non-agricultural
sectors, industry, and services increased. Considering the transformation of the Turkish
economy - decreasing GNP shares of agriculture, the mechanisation of agriculture, and rural-
urban migration - such changes in the distribution of employment within the previous 25
years are not surprising at all. What is interesting is that despite Turkey’s industrialisation
efforts, throughout these years of rapid urbanisation the share of industry in the absolute
growth of employment in the non-agricultural sector has remained at quite a modest level:
26%. While 74% of the growth in employment has been provided by the service sector.
Here it should be remembered that informal sector activities which are defined as small scale

production and service activities operating outside the legislative framework- are not
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differentiated in employment statistics in Turkey. Hence the above figures include informal
sector employment as well. Therefore the share of the formal, modern industry has probably
been less than a quarter of the absolute growth of employment in the non-agricultural sector.
As seen in the table above, among service sector activities those related to modern businesses
and industry, i.e. insurance, banking, and business services, have a very limited share. The
category includes both public and personal services, and undefined activities (given under the
heading of "other" in the table) have the largest share in the absolute growth of employment
between 1960 and 1985 at a level of 31%. Personal services and undefined ativities probably
include shoe shiners, parking lot attendants, street vendors etc, which are distinctive features
of the streets in Turkish cities, domestic servants, and so on. Moreover in Turkey disguised
unemployment in the public service sector, especially in clerical and ancillary jobs, is a quite
well known fact (see Hic, 1988). It has probably been used as a strategy by the State in order
to prevent increases in open unemployment. Hence a considerable proportion of the personal
and public services subcategory probably comprises self employed informal sector workers,

and disguised unemployed personnel in public offices.

Although statistics in Turkey do not differentiate informal sector activities some studies have
resorted to indirect methods to find out the size of the informal sector within the total
employment. Tekeli (1982) took the state of being outside the legal framework as the
differentiating factor between the formal and informal sectors. In the non-agricultural sectors
the difference between the total employed labour force, including the self employed, and the
number of those registered in any of the social security institutions was assumed to be the
size of the informal labour force and in 1965 it was nearly 48% of the non-agricultural labour
force. In addition to this Tekeli reached some different estimates ranging from 31% to 57%
for the same year, based on population census occupational distribution figures. Details of
the methods were not presented in that study but it is indicated that the occupational
subgroups assumed to contain informal sector jobs were analysed, and through different sets
of assumptions and cross tabulati'ons different percentages were estimated. Nevertheless
Tekeli himself pointed out that the first method is the most reliable one since it excludes
subjective assumptions. Kuran (1980) is another study which provided estimates about the
size of the informal sector. In defining the informal sector Kuran referred to small scale

activities and the condition of being partly or totally outside the legislative framework. He
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indicated that the informal labour force roughly comprises self employed manufacturers,
handicraft workers, and self employed or small scale service workers. Occupational groups
in the latter category include itinerant traders, small shop keepers, dolmus drivers’, shoeshine
boys, and domestic servants. Kuran’s study analysed figures from the 1960 and 1970
population censuses by cross tabulating economic activities in urban areas and the distribution
of the labour force by employment status. Using several assumptions and interpolations based
on these tables, the size of the informal sector was estimated to be 38% and 36% for the

1960s and 1970s respectively (Kuran, 1980 p357, Table II.1).

Despite the variations in these estimates by Tekeli and Kuran it is possible to conclude that
in the 1960s and 1970s the informal sector comprised at least one third of the total
employment in non-agricultural jobs, which is not negligible at all. We used Tekeli’s first
method, which takes the state of being outside the legal framework as the criterion, to reach
estimates for more recent years. The State Planning Organisation (Pub. No. 2170, p11, Table
2) reported that the number of the labour force (in non-agricultural sectors) registered with
any of the social security institutions was 4,555,307 in 1980 and 5,689,612 in 1985. Levels
of employment in the non-agricultural sectors were found to be 7,247,210 and 8,257,000 in
the 1980 and 1985 population censuses. Accordingly the size of the informal sector is

estimated at 37% and 31% respectively.

While the informal sector provides a fair proportion of the employment, the urban
unemployment rate was not low during the 1980s. It was 11% in 1982, 12% in both 1983
and 1984, and increased to 15% in 1985 (Labour Force and Employment Surveys of Cities
with Populations of 10,000 and Over: State Institute of Statistics, Statistical Year Book 1985,
p196, Table 157; and 1987, p178, Table 137). Unfortunately it is not possible to obtain

comparable figures showing the changes in urban unemployment rates throughout the years

"The dolmus is a privately owned vehicle, similar to a taxi, but hired by up to eight people at one time.
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of rapid urbanisation®. Nevertheless for the whole labour force (rural and urban)

unemployment rates were found to be increasing over time (see Table 2.9 below)®.

TABLE 2.9 Unemployment Ratio Among Total Labour Force (Age
154)

1962 1967 1972 1977 1980 1983 1985

RATIO % 3.7 4.5 7.3 9.0 11.3 12.0 12.0

Source: State Planning Organisation: Fourth Five Year Development Plan; 1984 Yearly Plan, p26, Table
256 and 1986 Yearly Plan, Table 242

Assuming that underemployment (disguised unemployment) in rural areas is more likely than
open unemployment, the above rises in the open unemployment ratios are more likely to

reflect rises in urban unemployment ratios.

The information gathered so far shows that (i) while the share of agriculture has been
decreasing in the total employment, the shares of industry and of modern service sector
activities within the absolute growth of non-agricultural employment have been limited.
Furthermore (ii) the informal sector’s share of urban employment does not appear to be have
been negligible, and (iii) the urban unemployment rate was not low either in the 1980’s.
These factors suggest that the increasing labour supply in the urban markets could not be
absorbed by the formal economy, a situation which can be defined as "over-urbanisation".

While industrialisation efforts and rapid (over) urbanisation was going on, income distribution

*In census population data unemployment rates are not differentiated for urban and rural areas. Labour force
and employment surveys were carried out in 1967 for settlements with populations of 50,000 and over, and in
1968 for settlements with populations of over 2,000. Then in 1988, 1989, and 1991 surveys were done for
settlements with populations over 20,000 using a different method from before.

Here we should indicate that the unemployment ratios estimated by the State Planning Organisation are
higher than those based on population censuses. The difficulty of obtaining realistic unemployment ratios has
been pointed out by several researchers in this field and by State Planning Organisation experts. However the
increase in unemployment rates is also evident from the State Institute of Statistics’ figures as well.



62

was found to be very unequal in urban Turkey (see Table 2.10). In other words, together
with over-urbanisation unequal income distribution seems to be a prominent feature (or

outcome) of the development process of the country.

TABLE 2.10 Distribution of Household Incomes by Quintiles in Urban

Areas (Including Formal and Informal Sector Earnings)

Income Shares (%) Average
Income (1987)

Groups 1979* 1987** TL (000)
First 20% 6.4 54 1,126
Second 20% 10.5 9.3 1,934
Third 20% 15.0 13.6 2,819
Fourth 20% 21.6 20.7 4,294
Fifth 20% 46.6 50.9 10,559

Source: Compiled from State Planning Organisation Pub. No. 2076-SPB:401, p33, Table 15, and Statistical

Year Book of Turkey (1989), p250, Table 165
* Settlements with a population of 10,001 or more. Sample: 822 households
*k Settlements with a population of 20,001 or more. Sample: 1,202 households

Given that (i) around 60% of the increasing population in cities is due to rural-urban
migration, and most of the increasing labour force in the major cities of the country is
unskilled and lacks relevant qualifications for developing industry and modern business
service activities; furthermore (ii) as was evident from the sectoral distribution of employment
within the 20 years prior to 1985, the formal industry and modern business services have a
limited share within the absolute growth of employment and a significant proportion of
employment in the urban labour markets has been provided by the informal sector - at least
at a level of 30%. These factors suggest that the growing labour supply has been leading to
a mass of cheap labour in the urban labour markets. Hence the growing masses of semi or
unskilled labour have probably been one of the principal factors contributing to the above

seen income inequality in urban areas.
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Income distribution figures for Istanbul alone also present a very unequal income distribution.
Based on research carried out by the Istanbul Master Plan Bureau, Danielson & Keles (1980)
reported that the poorest 20% in the city earned only 4.7% of all income accruing to
households in 1968, while the most affluent 20% got 55.4% (p293). With reference to the
disparities recorded in 1969 between the incomes of squatter area households who constituted
45% of the city’s population (most of whom are assumed to be first or second generation
migrants) and the incomes of households in the middle and upper income districts (almost all
of whom are supposed to be city natives), Denielson & Keles also argued that the influx of
uneducated and unskilled labour into the major cities is the underlying cause of the income

inequalities.

Furthermore ongoing migration can have dampening impacts on the earnings of the unskilled
masses in the urban labour markets in both the informal and formal sectors. Kuran (1980)
reported that in Istanbul and Ankara informal sector labourers, particularly dolmus drivers and
apartment caretakers, formed organisations to erect protective barriers against competition
from new job seekers. In view of this fact Kuran indicated that their incomes and job
security are probably threatened by the ongoing influx of labour from the rural areas. In the
case of the formal sector however it is quite difficult to find much evidence to support a
general argument. In Turkey a minimum wage rate has been set by the State and applied in
the formal sector. In determining both a minimum wage level, and the rate of increases in
wages in the public sector and in large scale private businesses, several economic and political
conditions are influential, including the extent to which workers’ unions are effective.
Nevertheless if the other determinant variables are kept constant it is expected that the
increasing abundance of labour will have a dampening impact on the minimum wage rates.
In keeping the minimum wage rate as low as possible, the State would try to employ more
personnel as ancillary cadres in the public sector to create a kind of buffer against increases
in the open unemployment rates. In small businesses in the formal sector the increasing
labour supply can be more influential in imposing dampening impacts on the wage increase
rates of existing personnel and on the wages of new employees. Some employees earn less

than the minimum rate (though it is illegal) in small scale formal sector businesses.
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In short it can be argued that unskilled labourers with low levels of earnings constitute a
growing "segment"'® within the urban labour force and must be contributing significantly
to the disparities of earnings in the labour markets (in the whole market, including both the
formal and the informal parts) and to the inequalities of income distribution in urban Turkey.
For example an unskilled labourer’s wage in the formal sector (at the minimum wage level)
was at least ten times less than that of a manager in the 1980s in Turkey. Sharp income
disparities are not only particular to the formal sector. Although the informal sector basically
comprises the unskilled, residual labour force which could not be absorbed by the formal
economy, this sector does not present an undifferentiated mass in terms of earnings. Quite
high levels of earnings and huge income disparities in this sector are reported by some

researchers, revealing an interesting dimension to the stratification of urban labour markets.

Based on his 1980 research in Ankara on informal sector activities, Ersoy (1982) reported that
70% of employees’ earnings in the informal sector are at similar levels to the official
minimum wage in the formal sector. 30% of the employees’ earnings were found to be lower
than the minimum wage rate. Ersoy also reported that the profit accruing to 64% of the small
business owners in this sector, including self employed producers, varied between TL 42,000
and TL 166,000 per month at 1980 prices. This is seven and twenty times higher than the
average income of 70% of the employees in the sector. Here we should indicate that these
levels of monthly earnings are similar to the wages of senior government officials - in 1980
high level civil servants’ wages were around TL 100,000 - TL 150,000. It was also reported
by Ersoy that out of 185 business owners in the informal sector, only 28% reported that they
did not make a profit in recent years. 72% said that they did, and 51% of these had
reinvested in their businesses and expanded their production activities. 5% had invested in
other businesses and had more than one workshop; 12% invested in real estate, securities,

gold, etc. Ersoy noted that the profit levels of some of these business owners are easily as

"Obviously besides the skilled/unskilled division, several other criteria, e.g. levels of education, work
positions, sectors (public, private, formal, and informal) etc., also define the segments of the labour force,
resulting in a quite complex classification. Most of the time it may not even be possible to ascertain clearly
defined segments. In other words, segments can overlap in terms of different criteria. Here we use the term
"segment" in a broad sense, since being unskilled and earning at very low levels seems to roughly define a
category in the labour force, most of which is expected to be comprised of migrants - though this segment has
probably presented differentiation in terms of work positions and/or sectors and so forth within itself.
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high as those of their counterparts in the formal sector, whose production scale may be larger

than that of the small workshops.

Particular functions that the informal sector performs within the context of rapid urbanisation
and the development process of the country seem to be influential in enabling them to accrue
high levels of income. These types of production activities, in providing low quality cheap
consumption goods to the poor, not only enable the poor masses to survive in the cities but
also keep the cost of labour reproduction at low levels, which in turn accelerates the rate of
capital accumulation in both sectors. They also act as a buffer to unemployment by absorbing
quite significant proportions of the increasing labour supply in urban areas (Ersoy 1982).
Furthermore it is also argued that the informal sector provides production on a contract basis
to the formal industry, which is less risky and cheaper in some cases for the formal sector
than it would be to lease equipment and employ permanent labourers (see Senyapili 1986").
It is argued that in Turkey the above mentioned functions of the informal sector have led the
State to allow these producers to survive through such means as connivance with their abuse
of labour laws, health and safety regulations, insurance, and tax evasion. This in fact not only
provides a convenient environment for survival, but can also enable the producers to accrue
considerable profits (Ersoy 1982). However the high levels of income that they enjoy seem

to be quite inconsistent with their occupational prestige levels.

As was seen in Ersoy’s research, some of the informal sector producers’ earnings have been
much higher than the workers’ earnings although their occupational prestige is not remarkably
different. On the other hand these producers’ income levels are not very different from the
incomes of administrative cadres in the formal sector, although the occupational prestige of
those managers and bureaucrats is obviously higher than that of the informal sector producers.
Hence income levels and occupational prestige levels - which are supposed to be the principal
determinants of one’s position in terms of stratification (one’s "social class position") - are

inconsistent in the case of these producers.

"'See also Roberts (1978) who gave the same explanations for the functions of the
informal sector in several Latin American countries.
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Lenski (1954) was one of the first researchers to discuss the inconsistencies between certain
socio-economic characteristics'2. He argued that instead of constituting a single position in
a unidimensional hierarchy, social class comprises a series of positions in a related series of
vertical hierarchies. He defines the inconsistencies between the socio-economic characteristics
of people as "Low Status Crystallisation". The matter of inconsistencies between the
components of social class positions will be returned to when discussing the impacts of

education on labour force stratification in a later section.

Thus the data gathered in this section suggests that the increasing labour supply - a significant
proportion of which is through rural urban migration - could not be absorbed by the formal
industry or the formal service sector in urban areas. Hence "over urbanisation" appears to be
an important phenomenon. It would appear that the acute income inequalities found in urban
areas have been generated principally by the growing masses of low paid, unskilled labourers
in the cities. Besides underlying the income inequalities, rapid urbanisation, by providing
conditions which further lubricate the high levels of earnings for the informal sector
producers, appears to be contributing to the formation of social groups with inconsistencies

between the components of social class position.

As indicated earlier, while over urbanisation was going on, the Turkish economy experienced

a drastic change from its import substitution policy to an outward, export oriented one.

Wright (1985) who defined social class through different criteria, also pointed out the
difficulty of locating people in certain class positions, and defined the inconsistencies between
different components of social stratification as "ambiguous class positions".



67

24 IMPACTS OF THE LIBERALISATION OF THE ECONOMY ON
LABOUR MARKETS AND ON THE DISTRIBUTION OF INCOME

As indicated in section 2.2, the precepts of the liberalisation policy (the IMF package) implied
(i) changes in economic activities and in production processes and business management
methods - hence changes in the demand for certain labour qualifications; and (ii) changes in
the distribution of national income between different income types. Let us start with the

changes in economic activities and in production processes.

2.4.1 Changes in economic activities and production processes, and their

impacts on labour markets

Deregulation of interest rates for saving deposits and credits, liberalisation of the importation
of consumer goods, increasing incentives for the production of export goods, and hence the
necessity for local producers to compete in the international arena, brought about changes in

investment patterns and in production and management techniques.

Here, starting from an analysis of the changes in the production and investment sphere, we
will explain the emerging income and occupational mobility and its impact on labour
segmentation patterns. On the one hand rapidly rising interest rates - which had increased
to 62% for medium term credits in February 1988 from 16% in 1979 - caused dramatic
increases in production costs. It became impossible to make investments or to continue to
produce with such high rates of interest. Therefore producers had to increase their own
capital (equity ratio) in order to survive. On the other hand the local market was stagnating
since: (i) savings were attracted by the continuously rising rates of interest for saving accounts
- interest rates for short and medium term credits increased to 52% and 65% respectively in
1988 from 9% and 12% in 1981; (ii) wages were kept at low levels; and (ii1) prices were
increasing rapidly under the influence of rising production costs. Under these circumstances
there was no alternative for producers but to export in order to survive. At the same time

incentives for the production of export goods had been increased.
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Thus the new economic precepts and the State’s incentive measures - which are in line with
these precepts - were inducing an overall change in the production sphere towards more
modernised production and management forms in order to be able to compete in the
international markets and to be able to produce higher quality goods and services. In 1983
the Prime Minister declared that industrialists must either export or die. Nevertheless, for the
producers who were used to producing low quality goods for the domestic market - through
the import substitution strategies - this message was difficult to comprehend. It must have
been especially difficult for the small producers in the formal sector to compete in the
international arena and to enlarge their capital/credit ratio. Although strikes were illegal'?,
maintaining wages at low levels, cash flow problems emerged and many businesses in the
manufacturing sector were forced to close - most of them small businesses. The others could
only survive by changing their production organisation and management techniques so as to
become competent in the export markets, and by increasing their capital/credit ratios (see

Tekeli, 1984).

Senses (1985) also indicates that although the rise in production costs - particularly after the
deregulation of interest rates - tended to have an adverse effect on all enterprises, it is likely
that the overall effect on larger enterprises was smaller, not only because their considerable
monopoly power enabled them to pass on the rise in their costs with greater ease, but also
because big manufacturing interests were closely interwoven with banking interests; some of

the commercial banks were actually owned by them.

Therefore relatively big enterprises were able to undertake modernisation and quality
improvement investments and/or to make patent and royalty agreements with the leaders of
the international markets, even if they experienced financial difficulties in doing so. More
than a third of the investment certificates issued by the State Planning Organisation between
1983 and 1989 were given for the modernisation, quality improvement, and enlargement of

existing production units (reports by Foreign Investment and Investment & Application

In 1980 the military intervened into civil politics in Turkey - a few months after the
stabilisation policy package was accepted. The military intervention should be considered an
important factor in providing a suitable environment for the implementation of stabilisation
and liberalisation policies.
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Directorates of the State Planning Organisation). Furthermore some service activities, i.e.
banking and finance, have undergone rapid change. Several foreign banks and finance
companies have established branches in Turkey, and Turkish banks underwent the
transformation and modernisation of their business management and operation methods.
Ramazanoglu (1985) explains the impact of the liberalisation package and the situation in the

early 1980s in Turkey as follows:

"The IMF stabilisation package was not possible without rapid change in
previous business practices.. resources had to be rapidly (re)allocated between
different sectors of the economy in order to promote the production goods for
exports and to abolish restrictions on further expansion. These changes meant
that the economic activities which traditionally had been geared to a protected
market would have to be changed almost overnight." (p224)

The impacts of the liberalisation package cannot be confined to formal sector activities.
Informal activities, by virtue of their functions within the economy - i.e. providing cheap
consumption goods to the poor masses and outwork processes for the formal sector - should
transform in parallel relation to transformations in the production modes and consumption

patterns of the formal sector.

Industrialists have been facing risks in both the domestic and international markets. They
have also been forced to bear heavy financial burdens due to sharply rising credit interests.
Several recessions in the manufacturing sector in Turkey have been reported within the last
decade. Therefore even though production methods have been improved and/or changed in
many industrial establishments, the unfavourable market and investment conditions would
seem to suggest that several firms, particularly medium scale investments - even if they
changed their production methods to improve quality - would continue to outwork some parts
of the production processes. This not only provides security and flexibility against the
unstable market conditions, but also enables them to keep fixed capital investments at
minimum levels against rising credit interests. Hence the relationship between the two sectors
- a sort of interdependence or symbiotic relation - is expected to continue under the new

economic precepts as well.
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At the same time the necessity of increasing quality, and hence changing production
processes, should lead the formal sector producers to change their requirements in relation to
the quality and type of outwork processes provided by the informal sector. In short it can be
argued that the "symbiotic" relationship between the two sectors would be retained, but due
to the changes in economic policies the formal sector had to evolve, which in turn leads to
changes in its requirements (regarding quality for example) from the informal sector, and
hence the informal sector is expected to transform parallel to the changes in the fofmal
sector. Furthermore, the negative influence of an export oriented economy on some small
firms in the formal sector and their disappearance from the market on the one hand, and the
rising quality and hence rising prices of consumption goods by the formal sector on the other,
can even create advantages for the informal sector by further expanding the market capacity

for cheap and low quality consumption goods.

All the above explained transformations in economic activities, production processes, and
management methods since 1980 have induced transformations in the employment sphere,
bringing about changes in the requirements for certain skills and in job opportunities, and

hence have influenced the stratification of the labour markets and social mobility patterns.

Firstly, alterations in production and management modes towards more sophisticated
techniques in conformity with the requirements of the export oriented system generate needs
for more qualified people to operate them. Executives and technicians with the necessary
qualifications to run the businesses under the new standards have the highest occupational
status and extra high incomes. Above all, drastic changes in production methods and
emerging needs for more sophisticated qualifications - which cannot be answered immediately
by the educational systems's - are likely to create further scarcities and result in extravagant
premiums for those personnel. As a consequence this should be a factor in reinforcing and

increasing the existing income disparities and inequalities in the formal sector. At the same

“Castells and Henderson (1987) wrote that; Production for export, rising costs of
imports, in most of the third world countries not only shape the organisation of the formal
sector, they reach down to the informal economy and structure the informal economy.

>The mismatch between the needs of the economy for some qualifications and the supply
by the education system will be discussed in the next part.
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time, while some of the cadres are becoming obsolete, the creation of new positions and the
emerging requirements for new qualifications for those positions is expected to increase the
social mobility rates within the upper levels of the formal sector; the old guard may find
themselves with moderate incomes and positions relative to the newly created cadres who get
extra premiums. It can be argued that the upper segment of the formal sector is reproduced
and reformed through the creation of new positions and emerging needs for different
qualifications, and through increasing social mobility rates. This may be interpreted as the

formation and rise of a new group within the upper segment of the formal sector.

Secondly, those with low skills are affected. While the masses of semi or unskilled labour
continue to increase, primarily through the constant flow of migrants, the changes in
economic activities which had previously been geared towards a protected market and the
changes in production processes and methods seem to have decreased the labour absorption
capacity of the formal sector, particularly for the semi or unskilled labourers. As was pointed
out earlier, several small manufacturing firms were forced to close as a result of the
imperatives of an export oriented economy and of consequent financial difficulties, which
means many employees became redundant. Those small and middle size units which were
able to continue in the market, even if they need to increase their production and labour force,
may prefer to outwork some parts of their production. Rather than employing more labour
on a permanent basis and making more fixed investments, they probably prefer to keep their
fixed production expenses to a minimum in order to reduce their risks. Some may even

decrease the number of employees and try to keep labourers wage rates to a minimum.

On the other hand, as was indicated earlier, large companies were able to cope with the
requirements of the export oriented regime and to find a place for their products in both the
international and local markets (in competition with imported consumption goods) through
modernisation and quality improvement investments and/or by buying patents and royalties
from western firms. These new production processes and methods are likely to be more
capital intensive. In other words the capital/labour ratio is expected to increase in large scale
industrial production. The feasibility analyses of ten quality improvement investments in
existing production units owned by the largest companies in the country - in rubber, ready

made food, construction materials, and textiles - which had received investment incentives
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from the State after 1983 were examined (from the State Planning Organisation: Incentives
and Applications, and Foreign Investment Directorates Archives). We found that in all these
reports either employment remained the same, even though annual production capacity
increased, or even if employment increased the capital/labour ratio was higher than
previously. Moreover it is unlikely that the increasing labour need would be for unskilled
labour given the new standards of production processes. It would appear that the gap between
the increasing supply of labour and the labour absorption capacity of the formal sector
(particularly for semi or unskilled labour) is widening. This would result in a further supply
of semi or unskilled labour in the informal sector and/or would contribute to the rises in
unemployment'®.  Therefore the changing production methods are expected to have a
depressing impact on the already low earnings of the semi and unskilled workers, both in the
informal and formal sectors. It seems that the ongoing migration and the changes in the
economic activities and production methods of the formal sector have intensified each other’s
impact in terms of generating an abundance of labour in urban areas, in lowering the earnings
of the semi or unskilled masses and hence increasing the income disparities in the urban
labour markets (in both sectors), and in decreasing the job security of the unskilled masses -

particularly in the informal sector, and in small scale businesses in the formal sector.

Thirdly, as indicated earlier, the "symbiotic" relation between the two sectors is expected to
continue but due to the necessity of producing higher quality goods through the precepts of
the liberal economy, the requirements of the formal sector in relation to the outwork processes
are expected to change, e.g. in terms of the demand for higher quality or for production of
new materials. Such changes may intensify vertical mobility among the informal sector
producers. While some producers may experience increases in their profits and find
opportunities to diversify and/or enlarge their production activities in line with the new
requirements, for others such changes might be difficult to cope with and they may experience

decreases in their incomes.

'%Since data on urban and rural unemployment rates are not available it is not possible
to make this statement more precise.
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Having set out these arguments concerning the impacts of changes in production processes
on the labour markets, now we shall look at the impacts of the liberalisation package on the

distribution of national income between the different types of income.

2.4.2 Changes in the distribution of national income between different income

types

Wages and interest rates have been used as the main tools of the State in the implementation
of the Stabilisation package. This has led to changes in the distribution of national income
between different income types. Wages have been deliberately kept at low levels to decrease
domestic demand and hence to induce producers to export, and to restrict inflation rates. At
the same time increasing incentive measures for export production imply a sort of resource
transfer from wages to profits. On the other hand, interest rates for deposits were increased
(a) to collect savings in the banks for public funds - which have been used for infrastructure
and incentive measures; and (b) to decrease domestic demand and hence to restrict inflation
rates. Deposit interest rates increased from 12% in 1980 to 55% in 1985, and 65% in 1988.
However, rising interest rates for credits increase the cost of production, restricting profits to
a considerable extent. In particular those producers who could not export certain quantities
of their products are expected to have even further decreasing returns. Alternatively,
increasing interest rates should bring increasing returns to the owners of liquid assets (see
Tekeli, 1984). Apparently the liberal economy programme generated the reallocation (or
transfer) of national income from wages to profits and interest. Since 1980 changes in the
shares of different types of non-agricultural income within the GNP (given in Table 2.11)
confirm that wealth has been reallocated among the different types of income within the urban
economy. Wages comprise decreasing proportions of the GNP, while incomes other than
wages - i.e. profits, rents, and interests - constitute increasing proportions of the GNP. From
1968 to 1979 the GNP shares of wages and of incomes other than wages were almost stable -
around 30% and 38% respectively (see Tekeli, 1984, p242, Table 3)".

""Based on data provided by the State Planning Organisation.
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TABLE 2.11 GNP Shares of the Different Types of Income Between
1980 - 1988

INCOME TYPES % 1980 1981 1982 1983 1984 1985 1986 1987 1988

Agricultural

Incomes 239 230 218 205 204 19.1 181 176 158
Non-Agricultural

Incomes 76.1 769 782 795 79.6 809 817 824 842
Wages 267 246 246 248 216 188 175 170 140
Incomes Other

Than Wages 495 524 535 547 580 621 642 654 702
GNP Growth

Rates -1.1 4.1 4.5 33 5.9 5.1 8.0 7.4 34
Sources: Huseyin Ozmucur (unpublished data) for the shares of different income types; Report by Turkish

Industrialists and Businessmen’s Association 1989 (depending on data by the State Planning
Organisation, Pub. no. 89/7/129 p6) for GNP growth rates.

The policy of raising interest rates must have also contributed to the inequalities in income
distribution, assuming that the low income groups would be less likely to have savings and
liquid assets (particularly under the depressing impacts on their income levels their ability to
save must have further decreased), whilst those in the upper and middle income groups would

be more likely to have liquid assets and to be receiving increasing returns for their savings.

Through the State’s policy of keeping wages at low levels - which was a prerequisite of the
"success" of the IMF’s stabilisation recipe - the 1980s have witnessed losses in wages in real
terms (see Table 2.12 below). Moreover new production forms, through their depressing
impacts on the wages of the semi or unskilled masses, must have aided the State’s efforts to
keep the wages at low levels. Here it should be noted that until 1979 real wages in Turkey

had not decreased since the 1950s.
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TABLE 2.12A  Wage Indices (1983 - 1988) for the Formal Sector

Current Wages Real Wages
Price
Year Index Public Private Public Private
1983 100.0 100.0 100.0 100.0 100.0
1984 148.4 150.6 152.8 101.8 103.0
1985 215.1 205.7 215.7 95.6 100.3
1986 289.6 2399 266.7 82.8 92.1
1987 402.1 298.9 342.4 74 .4 85.2
1988 691.5 379.6 552.3 55.0 79.9
Source: "The Turkish Economy 89" TUSIAD p51 - based on State Planning Organisation data

TABLE 2.12B Inflation Rate

1981 1982 1983 1984 1985 1986 1987 1988

Inflation Rate % 36.6 34.1 314 484 449 346 388 720

Source: As above, pl4

The index, taking 1983 as the base year, shows that public sector daily wages decreased by
45% in real terms between 1983 and 1988, and those of the private sector decreased by 20%.
The difference in real losses of wages between the public and private sectors should be
explained as due to differences in the implementation of wage policy in these sectors. In
Turkey wage levels and rates of increase in wages are generally higher in the private sector
than in the public sector - particularly in the case of skilled personnel (see Aral, 1980).
Although wage increases in the private sector were influenced by the imperative of a wages
policy set by the State for the whole economy, it seems that the private sector continued to

enjoy higher wage increases than the public sector.
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It should be noted that only a very small proportion of the wage earning group are likely to
have been unaffected by these impacts. As explained in the previous section, those occupying
the newly created positions in the upper segment of the formal sector are likely to have
experienced upward social mobility not only in terms of prestige, but particularly in terms of
their incomes. The statistical estimates and numerical facts detailed above represent the
averages of real losses in wages. If it were possible to differentiate the share of these top
employees we would be able to see that losses of wages in real terms are higher than
represented here for both the public and private sectors. The above figures do not include
informal sector wages. Nevertheless it is very unlikely that the evolution of real wages in the

informal sector is more favourable than in the formal sector.

As was indicated earlier, changes in economic activities and production processes since 1980
appear to have had constraining impacts on the labour absorption capacity of the formal
sector, which in turn is expected to have a dampening influence on the earnings of semi or
unskilled labourers (in both sectors). Consequently, under the combined impacts of low wage
rate policies and changes in production processes, the semi and unskilled labourers are

expected to be experiencing higher losses in their real incomes relative to the average.

We obviously acknowledge that a person’s total income can be comprised of different income
types - rents, interests, wages or profits. Therefore decreases in real wages do not necessarily
imply that wage earners as a group are experiencing downward social mobility in terms of
their incomes. Moreover, as already discussed, the wage earners at the top of the employment
hierarchy are very unlikely to experience downward mobility in terms of their incomes. It
can be argued however that the proportion of wage earners experiencing decreases in their

real incomes, and hence in their consumption power, has not been negligible.

It is likely that some wage earners will have experienced downward mobility in terms of their
real incomes while not necessarily experiencing a downward shift in their occupational
positions and current incomes. Alternatively a wage earner may be promoted in terms of
occupational position and current income, but might still be worse off in terms of income and
hence consumption power. This draws attention to the effect of mobility in creating

inconsistencies between components of status.
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Thus it is seen that within the development process of the country (a) the mechanisation of
agriculture and consequent rapid urbanisation which has lead to an increasing supply of labour
in the urban markets, and (b) the liberalisation of the economy which reallocated sources
between different income types and changed the methods of production and management, are
the major socio-economic transformations underlying the basic contours of the labour markets

and of income distribution in urban Turkey.

In the next section we will examine the relationship between the demand for educated
personnel and particular skills by the economy, and the supply of particular skills and
qualifications by the education system. This will help us to understand the stratification of

the labour force.

2.5 RELATIONSHIP BETWEEN THE DEMAND BY THE ECONOMY
AND THE SUPPLY OF QUALIFIED PERSONNEL BY THE
EDUCATION SYSTEM, AND ITS IMPACTS ON THE
STRATIFICATION OF THE LABOUR FORCE

As discussed previously, through the growth of modern sector activities, especially through
the liberalisation of the economy, labour requirements have changed rapidly and demand for

new forms of qualifications has risen.

We will start by examining to what extent the education system can meet the rapidly
increasing demand for personnel with new forms of qualifications. A mismatch between
supply and demand would not only generate scarcities of certain forms of qualifications and
excessive earnings for them, but would also create surpluses of educated personnel in other

areas and hence "qualificationism" (credentialism).

Since the establishment of the Turkish republic formal education has been seen principally
as an instrument of modernisation. Consistent with that premise, education has been freely
provided by the State. Formal education, especially higher education, is considered to be the
only means of achieving prestigious jobs. Therefore school enrolment (at all levels) has

rapidly increased in Turkey as part of the modernisation efforts (see Table 2.13).
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TABLE 2.13 School Enrolment Indices
Junior
High Technical
Year Primary School Lycee School University
(1,591,000) (65,000) (21,000) (56,000) (25,000)
1950 100.0 100.0 100.0 100.0 100.0
1955 117.3 172.3 166.6 116.0 112.0
1960 158.0 392.0 295.0 175.0 216.0
1965 236.8 544.6 466.6 291.0 336.0
1970 303.6 1,078.4 1,023.8 387.5 588.0
1975 338.1 1,455.3 1,684.2 558.2 1,048.0
1980 353.3 1,813.8 2,533.3 919.6 1,080.0
1985* 434.0 2,425.4 5,887.7 965.4 2,625.4
Source; Williamson (1987) p143, Table 8.1
* Figures for 1985 were taken from the census of population data: "Social and Economic Characteristics of

Population” Pub. no. 1369, p98 Table 42

An obvious outcome of the rapid increase in school enrolment is the growth in the ratio of

educated personnel within the active labour force (see Table 2.14).
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TABLE 2.14 Total Labour Force Composition in Terms of Distribution

of Levels of Education %

Primary Secondary
School School Lycee Univ

Year Illiterate Literate Grad. Grad. Grad. Grad. Total
1965 12.9 52.4 28.6 23 1.0 1.1 100
1970 10.8 46.7 34.3 2.6 14 1.6 100
1975 8.8 36.8 43.9 3.7 2.2 1.8 100
1980 7.3 319 45.0 4.6 3.7 4.2 100
1985 6.3 21.1 54.3 5.7 4.6 3.8 100
Source: State Planning Organisation; Social Planning Department (1988) Pub. no. DPT2134-SPB414, pp54-

58, Tables 29-33

The growth of educated personnel and their increasing participation in the labour force does
not mean however that they actually fulfil the needs of the modernising economy for specific
qualifications. The Fifth (1985-1989) and Sixth (1990-1994) Five Year Development Plans
by the State Pl.anning Organisation for example have drawn attention to the acute shortages
in the number of medical personnel, and electrical, electronic, and computer engineers. It is
also indicated that an immediate need has arisen for personnel in international relations,
marketing, and in project appraisal. Projected figures for the demand and supply of scientific
personnel and engineers for 1985 - 1995 in the World Bank Report (1983) also conffirm the
shortages. Moreover shortages of skilled manual labourers and technicians are also indicated.
The World Bank Report (1983) projected that the supply of technicians and skilled manual
labourers between 1985 and 1989 would meet 46% and 58% of the demand respectively. The
SPO Sixth Five Year Development Plan also confirmed the shortages of skilled manual

labourers.

These shortages coincide with a surplus of trained personnel in some other spheres of the
labour market. A surplus of educated personnel in biology, physics, chemistry, pharmacy and

law has been reported in the five years between 1985 and 1989, In the late 1980’s the ratio



80

of Lycee graduates (as shown in Table 2.15 below) reached nearly one fifth of the
unemployed labour force, while Secondary school graduates comprised over 10% of the

unemployed labour force, with both percentages increasing over time.

TABLE 2.15 Percentage of Population with Different Levels of
Education Among the Unemployed

Education

Levels 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
Illiterate 55 50 49 34 29 26 24 23 22 21
Literate 7.1 7.4 80 79 75 65 59 47 45 43
Primary 51.3 53.2 519 544 533 53.1 52.1 529 524 5138
Secondary 11.0 103 100 102 109 11.1 120 13.0 132 134
High School 13.2 136 140 143 156 164 170 173 179 186
University 1.3 1.3 2.1 1.6 16 18 20 17 15 138
Other (Tech.) 9.2 9.1 82 82 85 86 81 83 80 106
Total 100 100 100 100 100 100 100 100 100 100
Source: Employment Report (1989) State Planning Organisation, pub. no. DPT2170 - OIK341, p33

Thus with reference to the above circumstances it is concluded that in Turkey education and
manpower planning could not keep pace with the rapidly changing labour needs of the
economy. In the course of Turkey’s economic development process, besides the over
abundance of unskilled (uneducated) labourers which, as was seen in the first section, was
principally caused by rural-urban migration, the mismatch between the skills of the educated
labour force and the need for particular skills by the economy appears to be a significant

problem as well.

The probable impacts of such a mismatch on the stratification of the labour force and on

income distribution can be explained as follows:

(i)  Given the inability of the education system to cope with the immediate requirements

of the economy, many of the skills required for the top management and technical



(i)

(ii1)
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cadres would be scarce in the labour markets. This scarcity of skills further confirms
that they must have been receiving quite excessive premiums, which would be an

important factor in sharpening the income disparities.

Mismatches between the skills that are supplied and those demanded by the economy -
i.e. the co-existence of scarcities in some skills and surpluses in others - would
inevitably give rise to inconsistencies between the components of social status - i.e.
income, education, and occupational prestige - or in Lenski’s words, would lead to
"low levels of status crystallisation”. While in some spheres of employment university
graduates work for modest wages in modest positions, in other spheres the scarcities
of certain qualifications enable the owners of these skills to occupy top positions in
the employment hierarchy and/or to secure very high incomes. Similarly a qualified
technician with relevant skills for industry would earn much more than a Lycee
graduate working as a clerk. Empirical research carried out in Ankara by Aral (1980)
showed that education and income, and occupational prestige and income were not
correlated with one another. Correlation coefficients between education and income
ranged from .10 to .17 and those between income and occupational prestige ranged
from -.19 to .11 in different neighbourhoods of the city, whereas between
occupational prestige and education the coefficients were stronger, ranging from .49
to .86. With reference to these figures it is apparent that education leads to high
levels of prestige, but not income. The coexistence of surpluses and scarcities of
particular skills in the labour markets is not the sole cause of low status crystallisation
however. As explained earlier, an overlapping of the incomes of some of the informal
sector producers with those of formal sector employees at much higher prestige levels,
also contributes to inconsistencies between income and occupational prestige levels.

Decreases in real wages after 1980 are likely to have enhanced the inconsistencies.

The particular conditions of the labour markets discussed in this section - i.e. on the
one hand rapidly increasing school enrolment and an increasing proportion of educated
personnel in the employment sphere, but on the other mismatches between the needs
of the economy for particular qualifications and their supply and hence surpluses of
educated personnel - suggest that "credentialism" is the other probable outcome.
Many people with education have probably accepted jobs for which they are over

qualified.  This may have been an additional factor in further decreasing job
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opportunities for the less educated and unskilled masses - mainly migrants - in the

formal sector, and hence constitutes a further depressing impact on their earnings.

In conclusion, wide income disparities combined with inconsistencies among the components
of status are the distinctive characteristics of stratification in Turkey. In other words it is
found that although income inequalities are sharp, the components of social status are not

strongly related to one another and stratification is not rigid.

26 CONCLUSION

In this chapter we have tried to establish the main features of the labour markets and income
distribution patterns in urban Turkey. Two prominent phenomena within the development
process of the country: (i) rural-urban migration and (ii) the liberalisation of the economy,
were taken as the basis of the analyses since they are supposed to be the main determinants
of labour market conditions and income distribution in the 1980s. The impacts of these

phenomena can be outlined as follows:

Rapid urbanisation since the 1950s and the consequent growing masses of unskilled labour
which could not be absorbed by the formal sector, with their low levels of earnings, is
assumed to be one of the principal factors determining the income inequalities found in urban

Turkey.

At the same time the precepts of the liberalisation of the economy since 1980 seem to have
been intensifying social mobility while sharpening the income disparities. (i) Liberalisation
policies (the IMF package) brought about changes in economic activities and production
processes which are expected to decrease the labour absorption capacity of the formal sector,
and to widen the gap between the labour supply and the labour absorption capacity of the
formal sector - hence increasing the labour supply in the informal sector. Thereby, in
addition to the ongoing migration, changes in production processes seem to reinforce the
depressing impacts on the earnings of the unskilled labour force both in the formal and
informal sectors, and to decrease job security, particularly in the informal sector. (ii) Low
wage rate strategies were an important imperative of the liberalisation package. Considering

the decreases in real wages in both the public and private sectors, it is argued that the
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proportion of wage earners who are expected to experience downward mobility in terms of
their real incomes would be appreciable. At the same time, given the changes in
production processes which are expected to decrease the labour absorption capacity of the
formal sector, together with the ongoing migration which is expected to have depressing
impacts on the earnings of semi or unskilled labourers, these wage earners are expected to
experience the most dramatic decreases among all the wage earners in the labour force. (iii)
Furthermore, rises in interest rates, and hence increasing returns to the holders of liquid assets
(assuming that low income households are less likely to have savings on which to receive
interest), would also aggravate the already existing income inequalities. (iv) Emerging needs
for more qualifications and skills to run businesses under the new standards would intensify
social mobility within the upper segments of the formal sector. Those personnel with the
necessary skills and qualifications would attain high premiums. Moreover the inability of the
education system to respond to the immediate needs of the economy and the consequent
scarcity of required qualifications would further increase the premiums of those who possess
the relevant qualifications. This also contributes to the income disparities in the labour
markets and to the consequent inequalities in income distribution. (v) Besides the scarcities
of some skills and educated personnel in particular spheres, surpluses in the educated labour
force in other spheres are another distinctive aspect of labour markets in Turkey. The
coexistence of very high incomes for scarce skills and credentialism due to surpluses of other
skills inevitably results in inconsistencies among income, education, and prestige levels. On
the other hand, the high profits accruing to some producers in the informal sector, providing
them with incomes which are no lower than the wages of senior officials, or the profits of
some of their counterparts in the formal sector, are interesting examples of inconsistencies

between the components of social class positions.

In short (i) growing masses of semi or unskilled workers with low earnings, (ii) sharp income
disparities, (iii) decreases in the real earnings of a significant percentage of the labour force,
(iv) lack of job security for an appreciable proportion of the labour force and (v)
inconsistencies between occupational prestige, education and incomes, are established as
important socio-economic features of urban populations in the 1980s in Turkey, all of which
will be influential on the housing consumption of households, and on the consequent

reallocation of urban housing stock.
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In conformity with the precepts of our explanatory model, in the following chapter we will
examine the conditions of land and housing supply which, together with the above outlined

patterns, will enable us to understand the context in which residential mobility occurs.



3 Housing Supply conditions in Turkey and Likely
Residential Mobility Patterns

3.1 INTRODUCTION

As we saw in our explanatory model, housing policies and the conditions of land and housing
supply are the structural variables which, together with the labour market conditions and
patterns of income distribution, set out the context within which the households’ consumption

behaviour, including residential mobility, takes place.

In this chapter State intervention in the housing sphere and housing supply conditions in the
major cities of Turkey will be examined, and the features of the context will be defined. This
will provide the reference point through which our observations and statistical analyses of
households’ residential mobility (the relationship between their own characteristics, housing

needs and mobility) in the rest of the study will be interpreted.

As elsewhere in the third world, in Turkish cities housing stock consists of two different
parts: authorised and unauthorised. Although these two parts overlap both in terms of prices
and rents and in the socio economic characteristics of their dwellers, in each sector the
predominant forces - i.e. State interests and intervention, planning laws, housing benefit and
credit programmes, and modes of provision - are very different. We have therefore divided
the chapter into two main sections for the authorised and unauthorised sectors of the housing

markets respectively.

In each section we will first discuss the policies, forms of State intervention, and the supply
conditions of land and housing. Rather than just focusing on the conditions dominant in the
1980s, we shall present these over a longer period since the current policies and supply
conditions cannot be discussed and understood independently of the past policies and supply

conditions, or from the bottlenecks created by previous forms of provision.
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We will then consider the specific features of the context - i.e. housing supply conditions,
labour market conditions, and income distribution patterns. Finally we will hypothesise the
extent to which the (im)mobility of tenure groups is influenced by their own choices, and we

will discuss their likely residential mobility behaviour.

3.2 HOUSING POLICIES, SUPPLY CONDITIONS OF THE
AUTHORISED STOCK, AND THE LIKELY RESIDENTIAL
MOBILITY BEHAVIOUR OF HOUSEHOLDS

Within the last two decades in Turkey the provision of formal housing, levels of effective
demand, and the volume of production have undergone drastic changes. The early 1980s
witnessed the restructuring of housing market conditions. The mode of provision which had

prevailed since the 1960s changed, and a new market structure was formed.

Let us start by explaining the policies, supply conditions, and forms of provision which were
predominant until the early 1980s, and the causes of the crisis in the housing sector. Then
we will discuss the restructuring of the housing sector and outline the housing policies and

supply conditions predominating in the 1980s - after the crisis.

321 Pre-1980 housing market conditions and the crisis in the housing

sector in the early 1980s

A "housing boom", accompanied by a profitable expansion of market operations, is the
principal feature of the formal housing sector since the beginning of urbanisation in the 1950s
until the late 1970s in Turkey. During the 1950s industrialisation efforts, and the consequent
increasing rate of urbanisation, established a situation of continually increasing demand for
urban land and housing. Massive migratory flows to a very few metropolitan centres' are
the prime factor explaining the growth in demand for urban land and housing. These flows

encountered an inelastic supply of land, minimal infrastructure, and an inadequate housing

"The high rates of urbanisation since the 1950s are given in the previous chapter, Tables 2.4 and 2.5.
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stock to provide for an effectively instantaneous and increasing need, leading to the rise in
urban land and housing prices. Karpat (1976) for example reported that some lots around
Istanbul that sold for 50 Liras/m? in 1949 had risen to 50,000 Liras/m? in 1965. Nevertheless,
within an economy where the rates of inflation in the 1960s and 1970s ranged between 20% -
50% per annum, rising urban real estate prices provoked demand, particularly among the
urban middle classes, to invest in land and housing as an inflation resistant form of
investment. Hence urban land and housing became a subject of speculation (see Oncu 1988,
Turel 1990, and Isik 1992). Through our interviews with the construction companies and the
Real Estate Bank (which was a government owned organisation until 1980 when it became
a mixed entreprise, giving housing credits and undertaking production as well) it was learned
that the bank and large companies'always have land stocks in planned as well as unplanned
areas. Here it should be indicated that in Turkey very large companies prepare settlement
plans for their projects which are intended to be realised on the unplanned land. These plans
are called partial "imar plan", and are proposed to local government for approval®. One of
the company managers who complained about the inefficiency of the local government in
extending the development plans indicated that in most cases they propose partial "imar
plans” rather than waiting for the local authorities to prepare them. Hence such a practice of
proposing plans for the land in the unplanned areas provides a legal framework which makes

speculation easier for large companies.

The lack of alternative avenues for investment - e.g. money markets - was another important
factor affecting the level of investment in urban real estate. State regulations required the
banks to keep interest rates to savers and borrowers at low levels - below the rate of inflation
- and prohibited the development of money markets in order to encourage or promote

investments in conformity with an import substitution strategy (see Oncu 1988).

The high effective demand for housing stimulated housing production and a "housing boom"

was experienced within the period from 1960 - 1980 (see Table 3.1 below).

Imar plan is a kind of master plan which includes further details concerning settlement and construction
criteria.
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TABLE 3.1 Housing Production in the Authorised Stock (and its Ratio
to Total Housing Need) Between 1964 and 1980

Number of** Five Year Ratio of
Dwellings Average Production to Need
Completed Total*** of Total
Regular Housing Housing (a)x100 Five Year

Year* Stock (a) Need (b) Need (b) Average %

1964 14,000 66,600 69,800 21 34

1965 33,000 73,000 45

1966 41,000 77,000 53

1967 51,000 82,000 62

1968 63,000 101,000 99,300 62 59

1969 66,000 110,000 60

1970 72,000 126,000 57

1971 73,000 112,000 65

1972 89,000 117,000 76

1973 96,000 119,000 121,600 81 72

1974 85,000 129,000 66

1975 97,000 131,000 74

1976 102,000 121,000 84

1977 119,000 130,000 91

1978 120,000 133,000 132,400 90 90

1979 124,000 135,000 92

1980 139,000 146,000 95

Source: Turel (1990)
* 1964 is the base year. Construction statistics only began to be compiled then and we do not have figures
for previous years.
** State Institute of Statistics: Monthly Construction Statistics.

T This figure refers to total housing need in urban areas, some of which is met in the unauthorised sector,
In estimating the production/need ratios, second (resort) houses, the number of units which have been
converted for other uses, those which have been demolished and lost from the stock, and concealed housing
need should also be determined. In Turkey these statistics are not available. The above housing need
figures are equal to the increase in the number of households (termed demographic housing need, and
calculated on an average household size of 4.5). Increases in the number of households are estimated on
the basis of the State Institute of Statistics’ estimations of the rate of increase in population between two
censuses through the formula (P=Po.e®"). See Census of Population Publications.
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As shown through the figures the level of housing production in the authorised sector
increased continuously over the whole period. Due to the lack of relevant statistical
information estimations of housing need are approximate (see footnote 3, Table 3.1), but they
are given as a rough guideline in order to evaluate the increase in production relative to need
and to observe the trend between 1964 and 1980. Figures show that while the estimated
overall housing need in cities rapidly increased, the ratio of new dwellings to housing need
also increased dramatically during the 16 years prior to 1980. Although only around one fifth
of the total housing need was met by authorised housing production in 1964, the ratio reached

an average of 90% during the second half of the 1970s, peaking at 95% in 1980.

As production increased, construction material prices also started to increase. After the mid
1970s construction material prices rose more rapidly than prices in general (see Table 3.2).
The oligopolistic structure of the construction material industry in Turkey may be considered
a factor that influenced the drastic increases in the prices of construction materials at a time

when the rise in production had become a constant trend.
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TABLE 3.2 Rates of Increase in Construction Material Prices and

Wholesale Prices Between 1970 and 1980 (%)

Ratio of
Rate of Material

Rate of Increase in Price Index/

Increase in Construction Wholesale Index

Wholesale Material (1963 = 100
Year Price Index Price Index for each)
1970 7 8 1.03
1971 16 10 0.90
1972 18 13 0.94
1973 20 11 0.86
1974 30 21 0.81
1975 10 9 0.80
1976 15 39 0.96
1977 24 67 1.30
1978 53 50 1.28
1979 64 74 1.36
1980 107 88 1.23

Source: Statistical Year Book of Turkey 1977, p387, Table 406; Statistical Year Book of Turkey 1985, p385, Table
317. Data is compiled by the Evaluation Dept of Under-secretariat of Treasury and Foreign Trade, Prime
Ministry.

Hence in addition to the rising land prices, given the rises in construction costs housing prices

must have been increasing at quite high rates.

It should be pointed out that the "housing boom" experienced within the twenty years prior
to 1980 had been mostly realised through private finance. The State’s role in housing was
established in the development plans as a "regulator” as opposed to a direct investor or
constructor (Keles 1990b). Public housing investments comprised the State’s housing

investments for its own employees (available for rent at very low rates) and low cost or self-
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help housing projects, accounting for less than 10% of all housing investments in the

authorised sector (see Table 3.3 below).

Public Housing Investments Between 1968 and 1980

TABLE 3.3
(Billions TL at Current Prices)
Share of Public Housing
Investment

Public Total Total in Total in Total

Housing Housing Public Housing Public

Invest. Invest. Invest. Invest. Invest.
Year (a) (b) (c) (a/b) % (a/c) %
1968 04 3.9 11.2 10.26 3.57
1969 0.5 4.6 12.8 10.87 3.91
1970 0.7 5.8 144 12.07 4.86
1971 0.6 7.0 16.2 8.57 3.70
1972 0.5 9.9 20.0 5.05 2.57
1973 04 12.8 25.0 3.13 1.59
1974 0.6 13.2 35.0 4.55 1.71
1975 1.4 17.8 53.8 7.87 2.60
1976 1.7 26.8 74.7 6.34 2.28
1977 2.5 37.2 107.8 6.72 2.32
1978 3.8 60.6 136.3 6.27 2.79
1979 6.8 107.9 235.5 6.30 2.85
1980 9.9 186.1 484.9 5.32 2.04

Source: Danisoglu (1986) p30. Data compiled by State Planning Organisation

Moreover commercial banks were legally prohibited from using their own resources for long

term home mortgages in order to encourage resource allocation to industry and industrial

infrastructure.

In effect the only bank extending credit for housing finance was the
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government owned Real Estate Bank (EKB). With limited funds the EKB extended credits
at highly concessionary rates, mainly to civil servants (see Oncu 1988). She reported that
within the banking system as a whole, housing credit accounted for no more than 1.7% of
outstanding loans in 1979, representing a steady decline from 12.7% in 1960 and 5.9% in
1970. In addition some social security organisations - i.e. the Social Security Agency for
Armed Forces and the Workers’ Social Insurance Agency - provided credits for their members
with limited funds. This institutionalised finance covered less than 10% of the dwellings built
in the authorised stock between 1975 and 1980 (see Oncu 1988, Table 1 p43).

In Turkey houses are produced for sale and subsequently either owner-occupied or rented out
for investment purposes. Production of houses for rent has been completely abandoned since

the war years (Keles, 1990b).

The tenancy ratio in the authorised stock was estimated at around 50% in 1980°. The
absence of any mortgage system or public finance, and rising house prices might have
prevented relatively lower income households from purchasing housing. Around 90% of the
rented stock is privately owned - mostly by small scale landlords. Many middle income
families invested in housing not only for their own needs, but also to rent out. The rent
control system, implemented during the pre-war years, was abolished in 1963 by the State
Planning Organisation, following a decision by the Constitutional Court - established in 1962
after the military intervention - which found rent control unconstitutional on the grounds that
individual rights could not be suspended or abolished (see Keles 1990a). Hence the abolition
of rent control can be explained as due to the authorities’ fear of jeopardising the effective
demand to invest in housing - since many middle income families buy flats to rent out as
well. In a context where (i) there is a quite significant demand for rental stock; (ii) housing
need is increasing continuously; (iii) most of the rental stock is owned by private landlords;
and (iv) there are no rent controls, rents can be expected to increase at high rates (at least to

keep pace with inflation). Data on rents until 1980 in Turkey is scarce. Consumer price

*In the 1980 household consumption survey by the State Institute of Statistics the ratio in big cities is given
as around 50%. Although this figure includes both authorised and unauthorised stock, since the tenancy ratio
in the unauthorised stock was estimated at 50% in Ankara and Istanbul, for the late 1970s and 1980 one can
deduce that the tenants in the authorised stock comprise around half of the total households.
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indices including rent expenses are available only for Istanbul (compiled by the Istanbul
Chamber of Commerce). It can be assumed that the figures for Istanbul exemplify the trend
in other big cities - i.e. Ankara and Izmir. As seen in Table 3.4 below, in Istanbul the rates
of increase in rents were higher than inflation in most years during the second half of the

1970s, and the rents were increasing in real terms.

TABLE 3.4 Rate of Change in Consumer Price Index and Housing
Costs for Istanbul Between 1973 & 1980 (%)

Ratio of Housing Cost

Rate of Change Rate of Change Index/Consumer
in Consumer in Housing Price Index
Year Price Index Cost Index (1968 = 100 for each)
1973 14 8 1.09
1974 23 13 0.99
1975 22 18 0.96
1976 17 27 1.06
1977 31 52 1.23
1978 68 88 1.38
1979 78 82 1.41
1980 75 45 1.17

Source: Statistical Year Book of Turkey 1981; State Institute of Statistics, Table 355, p362. Data compiled by the
Istanbul Chamber of Commerce

Rising rents would in turn further increase the demand to invest savings in housing. Not only
would this demand come from tenants seeking to avoid rising rents, but also from owner-
occupiers investing in their second or third houses in order to obtain increasing rent incomes.
Here it is important to note that real wages in Turkey were rising up until the application of
the pre-stabilisation package in 1979 (see Tekeli 1984, and Boratav 1989). This should be

considered an important factor in maintaining the increases in production and rises in house
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prices, since it enabled middle income groups to increase their effective demand for housing
in the absence of public finance and any mortgage system. Moreover rises in wages must

have enabled the tenants to bear the costs of rising rents.

However it can be argued that these rising rents and prices prevented the low income strata
from raising effective demand in the formal market, leading to the formation of the informal
sector. Discussion of the conditions of this sector and of residential mobility patterns within

the unauthorised stock is left to section 3 of this chapter.

In short, from the 1950s through to 1980 rapid urbanisation together with the economic
conditions of the country - i.e. rising inflation, rising real wages, and the lack of any arena
to invest savings in other than urban land and housing - led the formal housing market to
expand by bringing good returns (and speculative profits) both to the producers and to the
buyers. Within this period a very particular mode of provision had been formed which (i)
facilitated the flow of private savings into housing and (ii) secured the production of the
maximum possible number of housing units. An explanation of this particular mode of
provision will clarify how this housing "miracle” was realised - that is, how the above

described, profitably operating housing market was formed.

Small producer mode of provision

Because of highly fragmented land ownership and the absence (until the 1970s) of a building
materials industry that could support large scale housing development projects, large
construction firms avoided entering the field of housing production®. But increasing potential

demand for housing and rising house prices made housebuilding a profitable industry.

Small producers (one-man firms) - "Yap satci"® - dominated the production sphere. These

small constructors started out by entering into an agreement with the land owners, offering

4 Until the beginning of the recent decade, large construction companies mainly undertook State tenders for
civil works and development projects in the Middle East countries.

50One man construction firms are called "yap-satci” in Turkish, which means a constructor who builds and
sells each flat immediately.
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30% -50% of the apartment units intended for a single plot to the owner in return for his land.
Such an agreement made it possible for those "yap-satci" to commence work with the
minimum initial capital - just enough to build a basement and first floor flats. In order to
continue production the producer generally sells the first few flats on completion and with the
purchasers’ advance payments starts further construction. Bickicioglu (1987) reported that
sales during construction constituted 60% of construction finance, whilst borrowings from the
sellers of construction materials and others constituted 14%. The "yap-satci" generally started
with an initial capital comprising nearly 26% of the total finance, and did not use bank credits
at all. The prospective buyer generally had to pay 36% of the total price in advance, and
the conditions of instalments were dependent on the agreement between the purchaser and the
constructor. Hence this mode of provision offered quite convenient conditions of payment
for the buyer and, in a context where there was limited credit availability, facilitated the flow

of small savings into housing.

The particular mode of housing provision which dominated the market in the 1960s and 1970s
ensured that producers undertook production with capital that might not be used in other areas
at all, or that might not have been put to such profitable use. Thus besides providing
significant material benefits to the groups involved, housing market conditions and the
consequent particular mode of provision promoted the rate of housing stock growth to the
extent that Turkey experienced a "housing miracle” between 1960 and 1980. As was seen
in Table 3.1 in most of the years after 1964 the number of dwellings completed each year was
increasing continuously, as was the ratio of production to housing need. Balamir (1982)
estimated that apartment blocks - which comprise the housing type provided by that particular
mode of provision - accounted for 70% of all urban housing completed between 1963 and

1980 in terms of floor area.

Here it is important to note that the State’s tolerance and/or implicit support was a critical

factor in the creation and development of such a housing market structure. The mode of

6 As was indicated in the previous chapter, until 1980 bank interest rates were subject to State regulations.
Oncu (1988) also indicated that it was State policy to maintain a highly complex system of preferential interest
rates on credits to priority sectors, mainly to industry. Housing construction was not a priority sector, and credits
for housing construction were limited and interest rates were higher than for the priority sectors.
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provision and conditions of the housing market described so far conformed to the State’s

political and economic interests.

As in several other countries in the third world, the State had never challenged speculation’.
It is obvious that in an environment where rising rents and prices are the main channels of
accumulation for several groups it would be difficult for the State to work against the rises
in rents and prices as it would challenge the political consensus (Oncu, 1988). Furthermore
it would do significant damage to the housing industry as well since the rising effective
demand and hence the rapid growth of housing stock, was mainly stimulated by rising prices
(which promise speculative gains) and by rising rents (which would not only provoke owner
occupiers into buying second or third houses in order to obtain rent incomes, but would also
further stimulate tenants to become owner-occupiers). The abolition of the rent control law
in 1963 (in the early period of the "housing boom") would appear to be an important
indication of the State’s priority and general policy in the housing sphere. Moreover the
State, by allowing higher numbers of floors and larger construction floor areas in individual
plots (throughout the years of the housing boom), not only facilitated the rapid growth of

stock®, but reinforced speculation as well.

Oncu (1988) argued that the State had never challenged speculation, nor the rapid, unplanned
and uncoordinated development of urban land, since urban land opens up a major channel of
accumulation. Speculative expansion had provided short term material benefits and generated
political consensus based on them. Likewise Danielson and Keles (1985) indicated that the
"government encouraged the boom in private housing in response both to pressures from the
housing industry and to the political attractions of providing benefits to the urban middle

class” (p161).

Besides creating a political consensus, the small producer mode of housing provision and the

expansion of the formal housing stock - through speculative gains - were also convenient for

7 See discussion in Chapter 1.

¥ By increasing building densities the State also encouraged owners of single or two-storey houses to make
agreements with constructors in order to acquire more units in return for their land. So not only empty plots,
but also land comprising low density buildings were incorporated into this particular mode of housing provision.
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the State’s economic interests. The State was not willing to allocate either its own resources,
or other credit sources for housing (as was indicated, industry and its infrastructure were the
priority areas into which resources were channelled). This is evident from the credit policy
towards housing, and from the limited shares of public housing investments in total housing

investments and in total public investments as seen in Table 3.3.

The system explained so far did not necessitate any financial support from the State either in
the form of credits or direct investments in production, but enabled the urban middle classes
to become homeowners and sustained the profitable expansion of the housing sector and the

growth of stock. This is what the experts called the "housing miracle".

The end of the "housing miracle"

The shortage of serviced land in the city on the one hand, and decreasing real wages and
rising interest rates (through the liberal economy policies) on the other, created bottlenecks

in the profitable growth of the formal housing market during the early 1980s.

As Tekeli (1981) and Oncu (1988) indicated, after two decades of dense, high rise residential
development, towards the end of the 1970s and early 1980s the supply of empty land in the
city had been depleted. This made it difficult for the constructors to continue to make high
profits since land owners began to use the shortage of land in the city as an advantage in the
bargaining stakes, and started to claim higher percentages of the flats intended for
construction on their land®. In response producers increased their prices further. But this led

to higher burdens on households and had a negative influence on their accessibility to

? Building construction could not expand outwards in the city easily since serviced land supply was not
demand elastic. Considering that these small housebuilders would not have enough influence over officials to
provide services for their plots, and that they would not have sufficient capital to enable them to stand empty
while waiting for the services, it was not a widespread strategy for them to invest their capital in unserviced land.
Moreover if they did find serviced land on the outskirts of the city and could start construction immediately, the
price of the flats they produced would be lower than the ones they could sell in central areas, hence their profits
would be lower, while the ratio of flats that the landowners were demanding would be increasing on the outskirts
of the city as well. In order to increase their profit level they would have to enlarge the scale of construction,
but in this case they would need larger amounts of land, and would have to achieve economies of scale which
would not be possible due to their conventional production techniques.
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ownership. Hence the unity of interests between producers, consumers, and landowners began

to collapse.

Above all, the liberalisation package taken on board in 1980 further mobilised the impasses
of the system. As explained in the previous chapter, interest rates increased after 1980 and
for the first time exceeded the rate of inflation. In addition real wages decreased sharply after
1979 (see Table 2.12 in the previous chapter). Moreover private money markets (bankers),
which had previously been prohibited in accordance with the import substitution economy,
were allowed to become established. Their numbers increased dramatically in a period of
only a few years. While banks were increasing their interest rates gradually, from 10%-12%
(for medium term deposits) in 1979 to 30%-35% in the early 1980s, bankers were offering
higher interest rates than the savings banks - ranging between 40%-50%. High interest rates
for savers opened a new avenue for private savings which decreased the attractiveness of
investing in housing. At the same time the rising interest rates charged to house builders
during the construction period made it difficult or even impossible for them to continue to
produce by means of commercial credits in the absence of purchasers’ capital. Furthermore,
decreasing real incomes made it difficult for households to afford increasing rents and prices.

As a result the. early 1980s in Turkey witnessed a major recession in the housing sector.

Decreases in the share of housing investments in the early 1980s, both within the GNP and
in total fixed investments, are indicators of the depression in the housing sector. These are

shown in Table 3.5.
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TABLE 3.5 The Ratio of Housing Investments to the GNP and to the
Total Fixed Investments (%)

Housing
Housing Investments/
Investments Total Fixed
Year GNP Investments
1970 3.9 21.2
1971 3.6 21.7
1972 4.0 21.0
1973 4.1 21.6
1974 3.0 17.3
1975 33 16.5
1976 4.0 17.4
1977 4.3 17.6
1978 4.7 21.6
1979 5.0 24.0
1980 42 215
1981 2.5 13.3
1982 2.4 12.8
1983 24 13.0
1984 2.5 13.7
1985 3.0 15.0
1986* 4.0 16.0
1987* 5.0 21.0
1988* 6.0 25.5

Source: Danisoglu (1986) p30. Data compiled by State Planning Organisation

* Data for these years is unpublished

Both percentages reached their lowest point just after 1980 and remained at those low levels
until the mid 1980s (the increasing percentages after the mid 1980s will be discussed in the
next section). Moreover the decrease in housing production and in the ratio of production to
housing need (shown in Table 3.6) also verifies the crisis in the housing market in the early
1980s.
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TABLE 3.6 Housing Production in the Authorised Stock (and its Ratio
to Overall Housing Need) After 1980

Number of* Ratio of
Dwellings Five Year Production %
Completed Overall** Average to Need  Average
Regular Housing Between (a)x100 Between
Year Stock (a) Need (b) Censuses (b) Censuses
1980 139,000 146,000 132,400 95 90
1981 119,000 186,000 64
1982 116,000 193,000 60
1983 113,000 205,000 . 202,400 55 58
1984 122,000 210,000 58
1985 118,000 218,000 54
1986 168,000 230,000 73
1987 191,000 238,000 80
1988 205,000 244,000 84
Source: Turel (1990)
* State Institute of Statistics; Construction Statistics
*x See footnote Table 3.1 concerning the estimation of housing need

The production level shows a striking decline from 139,000 in 1980 to 119,000 in 1981, then
remained at around that level until 1986'°. The ratio of production to total housing need
shows a striking decline as well; while the ratio was 95% in 1980, it dropped to 64% in
1981. The average ratio for the 5 year period from 1975 to 1980 was 90%, whereas between
1980 and 1986 it was 58%. Having seen the figures for housing production for all the cities

together, now let us look at the figures for Ankara.

""Many of the constructions started in 1978, 1979 and 1980 (by conventional methods it takes an average
of 24 - 30 months to complete a 4 or 5 storey building) remained uncompleted in 1981 due to the shocking
increases in interest rates - which precipitated the sudden boom of the bankers in 1981.
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TABLE 3.7 Housing Production in the Authorised Stock and its Ratio
to the Overall Demographic Housing Need Between 1966
and 1988 in Ankara

Yearly
Average

Number of Yearly Overall Ratio of

Dwellings Average Housing Production

Completed Production Need To Need

Regular Between Between (a)x100
Year Stock Censuses (a) Censuses (b) (b)
1966 6,700
1967 7,200
1968 8,300 7,460 14,600 51
1969 8,500
1970 6,600
1971 8,300
1972 10,500
1973 13,000 10,120 19,700 51
1974 9,600
1975 9,200
1976 7,200
1977 10,700
1978 9,100 8,940 11,000 81
1979 8,900
1980 8,800
1981 9,800
1982 9,500
1983 3,900 9,520 15,700 60
1984 8,400
1985 11,000
1986 11,800
1987 13,360 TE{_“"""“N
1988 14,500 o

’ Z
A"/v:rz“::\
Source: Compiled from Turel (1986) for figures of demographic housing needs and dwellings completed t;etween

1966 - 1980. Census of Population (1985) Ankara Issue for figures of Demographic Housing needs between
1980 - 1985, Table 1, pxxii (see footnote Table 3.1 concerning the estimation of housing need). Monthly
Bulletin of Statistics (1991) for figures of number of Dwellings completed between 1985 - 1988, Table 19

p20.
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As seen in the table above the number of units completed each year in Ankara in the 16 years
prior to 1980, unlike the case for the cities in total, does not present a gradual increase.
Particularly after the peaks in 1972 and 1973 - with the exception of the peak in 1977 - the
level of production shows a quite steady trend at around 9,000 dwellings each year. In fact
production remained at that level until 1985. The estimated demographic housing need
appears to have been increasing up until the mid 1970s and the ratio of production remained
at 50% of the total housing need within that 10 year period in the capital. It is quite difficult
to draw any conclusions about the extent to which the fall of demographic housing need in
the second half of the 1970s prevented housing production from increasing during those years.
Nevertheless considering that the majority of migrants (who comprise a significant proportion
of the housing need in big cities) cannot raise effective demand for the authorised stock, it
would be unlikely that changes in housing need in the big cities (i.e. Ankara, and Istanbul)
would have a major impact on the production of formal housing, particularly in a context
where housing and land is the only sphere in which to invest private savings. Alternatively
in Ankara the availability of plots might have started to decrease earlier than the average in
other cities, and this could be a factor preventing the level of production from increasing up

until 1980 - unlike the case shown for the cities in total.

However after 1980, when the housing sector in general witnessed a major recession (as seen
through the figures in Tables 3.5 and 3.6), housing production levels in the capital did not
decrease. This should be explained with reference to the particular residential development
pattern of the city. New residential areas were planned by the local government for mass
housing projects in the western regions of the city, and opened for development in the late
1970s. Since the buyers of these houses had already started making monthly payments before
construction started, unlike other prospective housebuyers they did not or could not change
their minds in order to take advantage of the 30% - 40% interest rates available on money
market investments. Hence those units which were beginning to be completed in the early
1980s must have been an important factor preventing the number of units from decreasing in
the capital during that time. On the other hand small producers (yap satci), who dominated
the market throughout the 1960s and 1970s, experienced the crisis in Ankara as well. Turel
(1989) has indicated that in the absence of purchasers’ capital several of the "yap satci" could

not finish the constructions they had started and experienced difficulties in selling the units
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that they produced. Our interviews with small producers in Ankara who were in this business
before 1980 confirmed these difficulties. One of the small producers that we interviewed
indicated that he could not sell even a single flat throughout the whole of 1981. Another
indicated that he had to borrow considerable sums of money at a very high interest rate in
order to be able to continue production. However after 1984 (as seen in the figures above)
the number of units completed shows an increase in Ankara, as is the case for all the cities

in total.

It is evident from the increasing share of housing investments in the GNP and in the total
fixed investments, and from the increasing number of units produced, that towards the mid
1980s (see Tables 3.5 and 3.6) the housing sector had begun to recover from the crisis. It
seems that the housing market had started to operate under a new set of circumstances, in line

with the new regulations.

3.2.2 Restructuring of market conditions after the crisis - in 1983

In this section, after explaining the State’s response to the crisis in the housing sector and the
reactivation of effective demand, we shall examine the housing supply conditions structured

through the new circumstances and policies.

Although up to 1980 the State had never been keen on allocating credit to the housing sector,
in 1981 it made a major policy change in order to reactivate housebuilding. In view of the
significant role of the construction sector in using industrial products as inputs, Korum (1982)
indicated that the construction sector had a key role in the economy, and that this can be
considered among the reasons which led the State to make a policy change in response to the
crisis in the sector. Furthermore until the late 1970s many large Turkish construction
companies were working in the Middle East, but because of the decreasing volume of work
in Middle East countries these large companies became interested in expanding their local
operations (Oncu, 1988). The volume of civil engineering work would not be sufficient for
them to operate profitably and, as Oncu indicated, large scale housing projects (feasible for

their construction technology) would be required.
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In 1981 under the direction of the military government the "Mass Housing Act" was passed.
A public fund was created, absorbing 5% of the national budget, which would provide TL 100
billion (US$ 1 billion) at the outset if the promised finance materialised. 80% of the fund
was planned to be given to consumers. Credits were planned to cover construction costs.
Their repayment period was 10 - 20 years, and interest rates were between 15% - 20%

depending on the size of the unit.

However, requirements for access to housing funds automatically excluded the low income
groups. Substantial down payments were required, and the minimum monthly income for
participation in 1981 was TL 59,000 (about US$ 600) which exceeded the salary of many
civil servants (Danielson & Keles, 1985). Furthermore the amount of money that was
reserved from the budget for the fund was less than planned, and the objectives of the 1981
mass housing act could not be achieved (see Danielson & Keles 1985; Turel 1990). In 1984
the first party government (on the right wing) revised the national housing policy. New taxes
were brought in (for the consumption of oil, tobacco, alcohol, import goods, and foreign
travel) to replenish the housing fund. From 1984 to 1987 TL 1,043,9 billion was obtained

and distributed as housing credits to the consumers (Kent-Koop, News Bulletin p12).

Under the new law not only would individuals, housing cooperatives, and builders benefit,
but also social security institutions and applicants for credits to be used for investment in
infrastructure in tourism regions. The condition under the 1981 law, that to benefit applicants
should not already own a house, was repealed in the 1984 law. Moreover credits were also
given for resort houses and the maximum unit size eligible for credit was increased from 100
to 150 square metres. Keles (1990b) wrote that: "The new steps taken in the opposite
direction suffice to make the social goals of legislation highly questionable" (p.155). The aim
of increasing housing production as a whole was clear, but although down payments and
minimum income levels were not required by this second law, the credits could not be
extended to the low income groups and the middle income groups were the prime
beneficiaries of the credits (Danisoglu 1986; Keles 1990b). During the 1980s the Real Estate
Bank acted as an agency in the distribution of mass housing credits. In the interview we
asked the manager concerned which income groups were the beneficiaries of these credits.

The average income indicated by the manager was much higher than the minimum wage
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levels for those years. Furthermore the rising inflation rate and rising house prices made the

credits insufficient to cover the prices of units - this will be further explained in the following

pages.

Nevertheless as a result of the creation of a housing fund the share of housing credits within
the total bank credits increased significantly. It increased from 1.4% in 1980 to 1.6% in
1981, 1.9% in 1982, 2.8% in 1983, 4.9% in 1984, and 6.9% in 1985. Towards the end of the
recent decade production levels, both in terms of their share in the GNP and in the total fixed

investments, surpassed the levels of the 1970s (shown in Table 3.5).

It should be noted that bankers who were offering 40% - 50% interest rates for savings,
attracting quite significant proportions of savings in the early 1980s, collapsed within a few
years'®. In addition to the housing credit programmes, the collapse of an important part of

the money markets must have been an important factor in the reactivation of demand.

It can thus be argued that the main features or underpinnings of the previous system had been
recreated: (i) the State, by offering new possibilities for the urban middle classes to become
homeowners - thereby transforming their potential demand into effective demand -has once
again generated a consensus among the urban middle classes'’; (ii) urban land and housing
has become attractive for private savings again; and (iii) as was the case before 1980, the
State’s role remained that of a regulator rather than a direct investor, and the private sector
dominated production. The public sector share in total housing investments remained at quite

limited levels, even decreasing drastically after 1985 (see Table 3.8).

""Bankrupt bankers often made the headlines of the press in those days. Most of them were arrested or
escaped abroad.

" In a survey carried out by the Turkish Industrialists & Businessmen’s Association in Ankara and Istanbul
in 1986, it was reported that homeownership occupied the top priority among needs - 28% of householders
defined becoming an owner-occupier as their most urgent need. 36% of households made housing their
preference when they were asked how they would spend a large amount of money from an unexpected source.
It is a very well known fact from the party programmes and propoganda that the urban middle classes were
defined as the primary target group by the first government party after the coup. "The Middle Pillar" was the
popular term used by party workers in their speeches.
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TABLE 3.8 The State’s Share in Housing Production After 1980

Public Sector Investment/
Total Housing Investment

Year %

1980 5.3
1981 10.4
1982 7.5
1983 7.2
1984 10.0
1985 8.6
1986 6.8
1987 33
1988* 2.1

Source: Danisoglu (1986) p30. Data compiled by the State Planning Organisation

* Data for these years are unpublished

Whilst the main features of the previous system were recreated, we see some changes in the
mode of provision: (i) Small producers (yap satci) still remained on the scene. In research
by Bickicioglu (1987) interviews with 25 "yap satci” showed that 11 of them were in the
same business before the recession - they closed their businesses for a few years during the
recession and started again. But this time they started with a higher initial capital (increased
from 25% to 53% of the cost of a building) and they started to invest in vacant lands long
before commencing construction. This enabled them to avoid the constraints of housing
contracts with landowners (Turel 1990, and Isik 1992). (ii) At the same time large companies
- which had so far been working abroad - started to undertake housing construction. They
either organised groups of prospective housebuyers to establish housing cooperatives in order
to get housing credits, and undertook their construction, or they worked as contractors for
already established cooperatives. Some of them bought and produced on their own land,
marketing the constructions themselves. In addition municipalities increased their efforts to

provide serviced land for residential development, facilitating the operation of these grant
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companies - which by virtue of their construction technology found it impossible to produce

on a small scale.

Having explained the restructuring of demand and of the modes of provision so far, we will
now try to explain the trends in rents and house prices within the renewed system. The
drastic increases in housing construction generated increases in construction material prices -
as was the case before 1980. As shown in Table 3.9 below, in 1981 when the construction
sector was in crisis and levels of production decreased to a great extent, the ratio of the
material price index to the wholesale price index dropped significantly from 1980 to 1981.
But in 1982 the ratio began to increase sharply and the rate of increase in material prices

remained above the rate of increase in wholesale prices throughout the rest of the 1980s.

TABLE 3.9 Rates of Increase in Construction Material Prices and in

Wholesale Prices After 1980 (%)

Ratio of
Rate of Material

Rate of Increase in Price Index/

Increase in Construction Wholesale Index

Wholesale Material (1963 = 100
Year Price Index Price Index for each)
1980 107 88 1.23
1981 37 17 1.06
1982 25 30 1.09
1983 31 41 1.23
1984 52 53 1.24
1985 40 54 1.36
1986 28 54 1.65
1987 40 61 1.91

Source: Statistical Year Books 1987 and 1989. Table nos. 309 and 306 respectively. Data compiled by the
Evaluation Department of the Undersecretariat of Treasury and Foreign Trade, Prime Ministry.
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Furthermore, in accordance with the sharp rises in production, demand for land - and hence
land prices - would be expected to increase again at high rates. As a result housing prices
would have been increasing drastically (which in turn must have provoked further demand
to invest in urban land and housing). However, under the influence of rapid increases in
production costs, credits - although they increased as well - started to become insufficient to

cover construction costs (see Table 3.10 below).

TABLE 3.10 Increases in Credits and Costs of Construction Excluding

the Land Component - Examples for Two Different Unit

Sizes
80m? 100m?
Costs of Costs of
Production Production
TL(000) TL(000)
Credits Credits
Year TL(000) (a) (b)"? TL(000) (a) (b)
1985 2.750 3.500 4.800 3.250 4.400 6.000
1986 3.000 5.500 6.400 3.500 6.800 8.000
1987 5.000 7.300 8.000 5.250 9.000 10.000
1988 7.500 12.500 16.000 7.500 15.600 20.00

Source: Turel 1990, based on data from the Ministry of Construction

These credits cover much lower percentages of the total price of a unit, 50% - 60% of which
(on average) was comprised by the cost of land. Keles (1990b) wrote that at 1988 market
prices the credit actually given to each family meets only one quarter of the price of a social
dwelling of about 80m®. As a result families have to look for other sources to gain funds.
Rapidly increasing construction and land costs make it almost impossible for middle and low

income households to become homeowners. According to Keles’s estimation a manual

(b) columns of production costs are based on estimations by the Istanbul Chamber of Commerce.
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worker with a monthly income of TL 200,000 (US$ 160) would have to commit twenty years

of his monthly salary in order to meet the cost of a social housing unit.

Furthermore increasing amounts of credit for each type of unit over time and the allocation
of credits without a proper programme - mainly under the influence of political pressure -had
exhausted the fund within four years. Fewer and fewer units were allocated credit towards
the end of the 1980s and many applications were not accepted (Turel, 1990). According to
Mass Housing Directorate figures the number of applicants who received credits decreased
from 156,000 in 1987 to 61,000 in 1988. In the first eight months of 1989 only 9,000
applicants were given credits. Cooperative housing constructions which could not be
completed and which stopped production for long periods due to the inability of members to
pay the instalments were quite common in the 1980s. At the same time many households quit
their membership of the cooperatives, withdrawing their small shares because they could not

endure the increasing burdens of the instalments (Tekeli, 1988; Planning Seminar, unpublished

paper).

From our interviews with housing constructors in Ankara (with both large scale companies
and yap satci) we learned that in response to decreasing effective demand they started to
channel their production towards comparatively higher quality units for relatively higher
income buyers in different segments of the market. In fact several of them indicated that this
had been their only way of surviving since the crisis in 1980. In particular those who are
producing in the upper and middle income districts told us that they started to use very
luxurious - sometimes imported - materials for interior and exterior construction. As an
inhabitant of the city it is impossible not to be aware of the striking extravagance of the
newly built units in the high and middle income districts. Furthermore almost all the
producers from large companies to small producers - "yap satci” - indicated that they had
changed the terms of payment for customers after 1980. Previously around one third of the
total price was paid in advance and the rest was paid in instalments for up to 3 years'.
However after 1980 under the rising interest rates it was no longer possible to continue to

apply these payment terms. Since then at least 50% of the total price has to be paid in

“As cited in the previous section, Bickicioglu (1987) also reported a similar ratio for the initial payment of
total price.
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advance and the instalments are paid in up to one year. The interest rate charged for
instalments is either the official bank rate (50% - 70%) for medium term deposits, or the
instalments are paid in hard currencies. It was also learned that all the producers interviewed,
who are producing in different segments of the market, observed changes in the income
groups of their customers. They all indicated that since the 1980s only the relatively higher
income groups can afford the units that they produce. Several of the producers pointed out

the decline in the proportion of wage earners in particular among their customers.

Thus it can be argued that two contradictory forces operate in the market to influence
effective demand and accessibility of households: (i) the State’s efforts to increase effective
demand through credit support and (ii) increasing demand has generated an increase in
production, and hence prices, which in turn has begun to operate by influencing accessibility
in the reverse direction. In an economy where real wages are decreasing, continually rising
prices cannot be afforded by the majority of people. Therefore a new crisis in the sector

seems to be inevitable unless new sources of funding are found.

While accessibility to ownership became increasingly constrained for many households, the
supply conditions of the rental stock do not seem to have been very favourable in the 1980s
either. As shown in Table 3.11 below, both in Ankara and in Istanbul the rates of increase
in housing costs in the rental stock (comprised of rents and running expenses, €.g. heating and
electricity) were quite high - in several years surpassing the rate of inflation. In Ankara in
particular, taking 1979 as the base year, rents have never decreased in real terms.
Furthermore we see that the ratio of the rent index to the price index increased considerably
from 1983 up until 1986. In Istanbul, although the ratio of the rent index to consumer prices
was not as high as in Ankara, rents never decreased in real terms significantly. Decreases in
real wages, which reached quite drastic levels towards the late 1980s (particularly in the
public sector), may have been a factor which caused decreases in the ratio of rent index to
the consumer index in the late 1980s in both cities. Although we do not have index numbers
based on the same year for wages and rents to determine the ratio of the rent index to wages,
given that rents never decreased in real terms throughout the 1980s, but that wages decreased
in real terms considerably it would appear that rents were increasing relative to wages, even

in the late 1980s.
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TABLE 3.11 Rates of Increase in Consumer Prices and Housing Costs in

Big Cities of Turkey Between 1983 - 1989 (%)

Ankara Istanbul
Rate of Rate of Rate of Rate of
Increase in Increase in Housing Increase in Increase in  Housing
Consumer Housing Index/ Consumer Housing Index/
Price Costs Consumer Price Costs Consumer
Index Index Index Index Index Index
1983 31 36 1.12 32 30 0.99
1984 48 46 1.10 51 50 0.98
1985 50 66 1.21 48 68 1.12
1986 37 41 1.25 35 34 1.11
1987 40 28 1.14 41 29 1.00
1988 72 56 1.03 75 60 0.92
1989 66 71 1.04 70 61 0.87

Source: Wholesale and Consumer Price Indexes Monthly Bulletin: State Institute of Statistics; Prime Ministry. 1985
& 1990 Issues: Table B.14 pp28,32 and pp56,60 respectively. The index numbers have been computed
monthly depending on the results of the "Household Income and Consumption Survey" conducted by the
State Institute of Statistics, dated between October 1978 and September 1979. Although the base years are
taken as 1978 and 1979, indexes only started to be computed in 1982.

Although in the 1980s there was pressure on the Supreme Court to establish a rent control
system in order to prevent rents from increasing at high rates (to keep rent increase rates at
30% - 40% of the inflation rate), attempts were not successful and no rent controls were
introduced. The absence of any rent control system and constrained accessibility to ownership
(as a consequence of which demand for rental stock must have been increasing) can be
considered as significant factors that have led rents to at least keep pace with inflation - even
to increase in real terms in the case of Ankara - despite the fact that the wages of the working

masses were decreasing in real terms.
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In short, after the recession in the housing sector, towards the mid 1980s the housing market
was reactivated through the formation of a housing fund for credits and the collapse of money
markets (bankers) which had previously attracted private savings. Nevertheless the main
underpinnings of the previous system were recreated; the State’s role remained that of a
regulator rather than a direct investor, and the private sector dominated production and
marketing. A vicious circle of rising demand, production, and prices has been reconstructed.
On top of this, rising prices have rendered credits ineffective in terms of financing production

Costs.

The main features of the supply of authorised stock in the 1980s in Turkey can be
summarised as follows: (i) increasing costs of production, and hence prices; (ii) increasing
credit availability, but at a continually decreasing percentage of the total cost of the units; and
(iii) rents were keeping pace with inflation, or even increasing in real terms in Ankara during

much of the mid 1980s.

With reference to the above features of the housing supply, and to labour market conditions,
and changes in income levels and distribution patterns (obtained in the previous chapter), we
shall now hypothesise the likely forms of (im)mobility of different tenure and income groups

within the authorised stock of the big cities in Turkey.

3.2.3 Hypotheses about the residential mobility of authorised stock dwellers

Let us start by discussing the likely responses of tenants towards the particular conditions of

the context, and the consequent (im)mobility within the rented stock.

Continuously decreasing real wages since 1979"* on the one hand, and increasing rents (at
least keeping pace with inflation) on the other, can be taken as an increasing constraint on

most of the tenants’ housing consumption behaviour.

"4 Although the complete liberalisation policy package was taken on board in 1980, some of its precepts,
including low wage policies, were introduced in 1979.
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Firstly, to a quite significant extent, tenants’ ability to move in order to adjust their changing
housing needs has probably been constrained and adjustment moves are expected to be quite
rare. Hence forced immobility may be quite common. Moreover, given the shrinking budget
of many wage earners, in the course of time the rents of the existing units can become a
burden within their budget. There have probably been cases of households trying to stay in
the same unit - even if it does not answer their needs - by cutting down on other expenses
and taking extra jobs in order to avoid moving into a cheaper unit which would further
deteriorate their housing satisfaction. But there may have been cases as well in which the
household moved out in order to avoid further increases in the rent burden, rather than cutting
down on other expenses or working extra hours etc. Or even if the household attempts to
stay in the unit by cutting down on other expenses and so on, rising rents together with the
decreases in their wage earnings may lead to a point where it is no longer possible for the
household to bear the cost of rising rents, and moving out of the unit becomes inevitable.
Consequently the number of forced moves may not have been negligible at all. In short it
is argued that in the particular case of Turkey the (im)mobility behaviour of many of the
tenants in the authorised stock is unlikely to be determined by their own dynamics (changes
in their socio-economic and demographic characteristics) and their consequent housing
priorities. Forced mobility or forced immobility are expected to be quite common; and we

will attempt to establish the extent to which this is the case.

Nevertheless, as was discussed in the previous chapter, those in management cadres with the
qualifications to run businesses in accordance with the new requirements of the economy, or
those with required technical qualifications, are probably receiving incomes that are increasing
in real terms, or at least keeping pace with inflation. At the same time high interest rates
would have prevented the incomes of receivers from decreasing in real terms. Hence within
the formal stock, while the housing consumption of many of the tenants is constrained,
housing adjustment moves are expected to be supported by the high premiums which emerged
in the labour market and the high interest rates for savings among a limited number of
households in the middle and high income groups. Thus the increasing inequality in ir‘lcome
distribution through labour market conditions and other mechanisms of distribution is likely
to be reflected in sharp differences between types of move among different social groups.

We would expect to find a large variety of moves in terms of their determinants - i.e.
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adjustment moves as well as moves determined by different extents of constraint within the

authorised stock itself.

As was indicated earlier, rising house prices and decreasing credits as a percentage of house
prices are expected to restrict accessibility to ownership, and many tenants must have been
prevented from bécoming homeowners. Having arrived at this argument, it also seems
important to know the extent to which those who were able to become owner-occupiers were
satisfied with their units. In a context where becoming an owner-occupier is not only a
means for tenants to escape the burden of rising rents, but also gives them access to potential
speculative profit as well, a question is raised. Can it be the case that those who had some
savings or credit access, but not sufficient to attain satisfactory units, used them to buy a
house even if it did not answer their housing needs and they had to sacrifice some of their
housing priorities? We shall seek to understand this issue for the different socio-economic

groups.

Now let us consider the likely forms of (im)mobility of those who were already owner-
occupiers. In buying a unit, since the interest (of the debts to the seller) are in line with
commercial bank rates and would be very high and increasing rapidly, almost the full price
of the already finished unit, or at least 50% - 60% of it, is paid in advance and instalments
are paid in up to one year. For units which are under construction, although the advance
payments are lower, instalments are generally continued up until the completion of the unit.
In both cases housing credits are given at very low rates with a long (10 - 15 years)
repayment period, and interest rates are at around 15%. Hence although becoming a
homeowner (accessibility to homeownership) is very difficult, once having bought the unit
the danger of losing it is very low. Thereby forced moves from owner-occupancy to rented
units and forced moves from one owner-occupied unit to another are expected to be very low.
On the other hand adjustment moves are expected to be constrained: (i) high interest rates
on debts to the seller, and hence the necessity of paying a significant proportion of the price
in advance and completing the payment in a very short period of time; (ii) very limited
amounts of credits, and (iii) the decreasing saving power of households within an inflationary
economy, and the low levels of earnings of the masses compared to house prices, constrain

the opportunities for many owner occupiers to obtain a better unit. Forced immobility may
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not have been negligible, particularly among the lower and lower-middle income groups in

the authorised stock.

So far we have described the conditions of the authorised housing market and advanced some
hypotheses about likely residential mobility within this part of the stock. However a very
significant percentage of the total housing stock in big cities in Turkey - as elsewhere in
rapidly growing third world cities - is provided illegally. In Turkey this unauthorised housing
is called "gecekondu" which literally means landed overnight. A market mechanism has been
formed in relation to the production and consumption of this unauthorised stock. In the

remaining sections of the chapter we will focus on this part of the housing market.

33 SUPPLY CONDITIONS OF THE UNAUTHORISED STOCK
(GECEKONDU) AND THE LIKELY RESIDENTIAL MOBILITY OF
GECEKONDU DWELLERS

State intervention in the provision of unauthorised land and housing, transformations in the
form of provision of this stock over the course of time, supply conditions, and the likely

residential mobility of gecekondu dwellers are the topics we will discuss in this section.

Before embarking on these discussions let us clarify the definition of the gecekondu. In the
relevant law (No 775, 1966) gecekondus are defined as "buildings constructed on someone
else’s land without obtaining the owner’s permission, and not meeting the building regulations
and codes". In the Dictionary of Urban Planning Terminology, Keles (1981) includes the
socio-economic characteristics of the gecekondu dwellers in the definition. Gecekondus are
defined as buildings constructed on either public or private land without obtaining the owner’s
permission and occupied by low income households whose housing needs cannot be met by
the State. (Changes in the status of gecekondu stock and its definition will be discussed

later.)

The rural-urban migration which started in the 1950s provoked an increase in demand for

urban land and housing. However the inelastic supply of serviced land, and the increasing
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inability of low income households to afford to pay for serviced land and housing produced
in the authorised stock (by the private sector), have led to the formation of unauthorised

(illegal) stock in the big cities of Turkey.

Although the Turkish constitution declares that the State shall take measures to meet the
housing needs of low income families in accordance with health requirements, this
commitment was not met. As was seen in the previous section, the State’s share had never
exceeded 10% of total housing investments, and credit was never extended to low income
groups. Hence the households excluded from the authorised housing market have to take
shelter in gecekondu housing. Besides the de facto owners, some households have to take
shelter in these districts as tenants. As will be discussed in the forthcoming pages, tenancy

ratios are not negligible in the gecekondu areas in the big cities.

In Turkey there is no data on the volume of gecekondu housing and population in the national
statistics. But there are some estimations, and Keles (1990a) used the research reports of
nls

"Kent Koop
(Table 3.12).

to arrive at the following estimations of the volume of gecekondu stock

5 Union of Housing Cooperatives.
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TABLE 3.12 Gecekondu Stock and Population in Urban Settlements*

% of

Gecekondu

Population
No. of within

Gecekondu the Urban

Year Houses'® Population
1955 50,000 4.7
1960 240,000 16.4
1965 430,000 229
1970 600,000 23.6
1980 1,150,000 26.1
1990 1,750,000 33.9

Source: Keles (1990a) p369

In big cities the ratio of gecekondu population to the total urban poopulation is much higher

than the national average.

Almost two thirds of all gecekondu housing was built in Istanbul, Ankara, and Izmir.
According to estimations the proportion of the population living in unauthorised settlements
in 1980 was as high as 50% in both Istanbul and Izmir, and in Ankara it was estimated at
70% in 1980 and 58% in 1990. The number of gecekondu units in the capital was estimated
at 144,000 in 1970, 275,000 in 1980, and 350,000 in 1990 (Keles 1990a). The possible
causes of the decline in the ratio of gecekondu dwellers to the urban population, and the

decline in the production rate in the capital will be discussed later.

"According to the figures above, between 1965 - 1980 720,000 gecekondu houses, and between 1970-1980
550,000 gecekondus were built in Turkey. However, according to the figures in Table 3.1 the housing deficit
should be 432,600 between 1965 - 1980 and 240,000 between 1970 - 1980. The difference between these two
estimates can be explained as due to (i) the housing surpluses in the hands of the relatively higher income
groups, (ii) vacancies and second houses, and (iii) units which had been converted into uses other than
residences. These items could not be estimated and included in the housing needs in Table 3.1 (see Turel 1986).
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3.3.1 Conditions of provision of gecekondu and the State’s intervention in

this part of the stock

The first waves of migrants built their own gecekondus themselves - literally in one night -
on the lands they invaded with the help of their relatives and hometown friends (Karpat 1976,
and Senyapili 1982). However over time the mode of provision of gecekondus has been
transformed. Gecekondu land and housing has become commercialised and a market
mechanism has been established in relation to its production and consumption. This means
that the ways of acquiring or gaining access to unauthorised land have changed. Instead of
invading the land together with hometown friends and relatives, the migrants have to pay
speculators and estate agents who have established monopolies over certain areas. Payne
(1980) explains the change by indicating that in place of informal squatter development
involving relatives, friends, and fellow villagers, organised real estate markets emerged.
Keles and Danielson (1985) also added that houses were more likely to be built by

commercial builders which increased costs and decreased communal efforts.

Besides the continuously increasing demand for land and housing as more and more migrants
piled into the major cities, the State’s approach to the gecekondu question through its
economic and political interests in gecekondus, has played quite a crucial role in this

transformation.

When Gecekondus first appeared in the late 1940s and early 1950s in Turkey, prohibition and
demolition were the first reactions by the State. Tekeli (1981) explained this reaction as due
to the limited vision of the State concerning both the function of those households (cheap
labour) in the operation of the urban economy within a peripheral capitalist system, and the

irreversible mechanisms which led the squatters to migrate and survive in the city.

Urbanisation continued unabated, and the State’s efforts to prevent the gecekondus in the
cities were apparently unsuccessful. As was seen in Table 3.12 the average percentage of

gecekondu dwellers in Turkish cities increased from 5% in 1955 to 16% in 1960. In Ankara
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the percentage increased from 22% to 56% in the ten years since 1950 (Keles 1990a).
Danielson and Keles (1985) indicated that in Istanbul settlers erected the first gecekondus in
Zeytinburnu district (the centre of the leather industry) in 1947. Despite the resistance of the
State, local government, and land owners, six years later the settlement housed close to
50,000 people. Tekeli (1981) also pointed out the failure of the State’s efforts to prevent
gecekondus in the cities: "There were those who set out to construct their eleventh

gecekondu upon the ruins of their tenth; indeed urbanisation proceeded at full speed." (p73)

In the 1960s we see changes in the State’s approach to the gecekondu matter. Gecekondus
started to be seen as the inevitable consequence of rapid urbanisation and Turkey’s level of
economic development. Danielson and Keles (1985) wrote that the first Five Year
Development Plan, prepared in 1963 by the State Planning Organisation, reflected the new
approach clearly. Improvements rather than demolition were taken as the objective. In 1966
a "Gecekondu Law" (No 775) was passed. The improvement of existing gecekondus and the
demolition and clearance of uninhabitable ones, site preparation, the development of low cost
housing, and the prohibition of new gecekondu settlements, were the basic principles set out
by law. Nevertheless, in practice clearance and the provision of cheap plots for low income
households (site and services programmes) which were first put on the agenda in Istanbul and
Ankara in the late 1960s and 1970s did not materialise. In Ankara for example, Turel (1986)
reported that in two large projects a total of 3,200 hectares was appropriated for site
preparation between 1965 and 1975, which was supposed to be distributed to the low income
groups at low prices. But certain parts of the land were invaded by the squatters even before
the plots were planned, while other parts of the land were bought by groups with higher
incomes than the average gecekondu dweller. In short, after a few, unsuccessful initiatives
these programmes were abandoned completely in the late 1970s. Taking the existing
gecekondus into amnesty schemes and providing services was less costly and much easier in
practice. Yonder (1988) indicated that on maps of different dates settlements originally
marked for clearance (dwellers were supposed to be resettled in site and services schemes)
changed into improvement areas - that is areas to be provided with services. In 1973 a decree
- based on Law 775 - was issued, guaranteeing title deeds to all gecekondus built up until that
time. In 1976, through an amendment to the law, infrastructure was provided to the

gecekondus.
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Here we should clarify the official status of legalised gecekondus before going on to discuss
commercialisation. The legalisation of gecekondus does not make this stock become a part
of or the same as the authorised stock (which is developed on planned, formal urban land).
Gecekondus can be legalised in terms of their existing situation but are not taken into the
planned and authorised urban land scheme - they are not incorporated into the "imar plan"
(a kind of detailed master plan). This means that gecekondu stock cannot be redeveloped
according to the "imar" criteria which set out higher density levels (a larger construction area
for each plot with higher numbers of floors) and better service standards. Hence, Gecekondu
Law No. 775 (1966) and the later decree dated 1973, by legalising the gecekondus built up
to that time, created a new category of urban housing stock which is legal, but in official and
administrative terms, different from the authorised (conventional) housing stock developed
on planned urban land. Not only in related literature, but in official terminology as well,
legalised gecekondus are still defined as "gecekondu” unless they are taken into the imar plan
scheme, and redeveloped according to the criteria of the plan - or more precisely, unless they
have been transformed into the authorised stock. Of course after each legalisation or amnesty
decision which pardoned the gecekondus built up until that time, illegal ones continued to be

built, and the number of gecekondus increased continuously (as shown in Table 3.12 above).

Considering the 1966 Law and its implementation, and the decrees of 1973 and 1976, it
appears that the State accepted gecekondus as a feasible solution to the housing needs of low
income groups. Given that (i) gecekondus were increasing in number, urbanisation continued
unabated, and gecekondu dwellers had votes; (ii) gecekondu housing was keeping the cost of
labour production at low levels; and (iii) the gecekondu presented a solution to the housing
needs of the poor without necessitating much financial support from the State, the gecekondu
served the State’s political and economic interests (see Drakakis-Smith 1976, Tekeli 1981,
Yonder 1988, and Oncu 1988).

In an environment where need for land and housing was increasing and prices for urban land
and housing were rocketing, and more importantly where the State presented a seemingly
positive approach toward this illegal mode of provision and the fear of demolition had
decreased, gecekondu land and housing inevitably became a subject of speculation. Oncu

(1988) also wrote that within an inflationary economy where land and housing prices in
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general are increasing at high rates, the potential for legalisation of ownership generates ideal

conditions for speculation in this part of the market.

In Yonder’s (1988) study of the gecekondu districts in Istanbul we see quite high rates of
price increases. She reported that in an old gecekondu settlement of Istanbul (Zeytinburnu),
when 1972 is taken as the base year (1972 = 100), the index number for TL/m? in 1976 was
1,000, and in 1978 it was found to be between 2,000 and 3,500. In her study Yonder
reported a newspaper (Milliyet, 1978) interview with an ex-major (Ahmet Isvan) of Istanbul.
The major indicated that "gecekondu speculators with their offices, lawyers, gunmen, and
strong connections in all the State agencies, are a well organised group and knew the title
records and public projects better than even the majors". Yonder continued: "They are
known to have monopolies in certain districts selling private and public land as well as
building materials.” (p121) Danielson and Keles (1985) also indicate that the speculators
became quite active in the 1970s and that the prices of gecekondu plots began to rise sharply.

Even plots lacking title commanded high prices.

Hence gecekondu owners and speculators obviously secured important gains from the
transformation in the provision of this illegal housing and land. In addition to the speculative
gains, homeowners obtained other advantages through legalisation: Heper (1978) indicated (on
the basis of his research in Istanbul in gecekondu districts) that once the threat of demolition
had passed, gecekondus were improved and more rooms and extensions were built. These
extensions must have been for the household’s need, as well as for renting purposes.
Nevertheless the existing tenants’ and newcomers’ accessibility to land (to homeownership)
must have been constrained significantly. Quite high tenancy ratios in gecekondu districts
confirm the fact that accessibility to ownership was constrained. According to newspaper
research (Milliyet) reported by Yonder, in 1979 the tenancy ratio in several gecekondu
districts of Istanbul was around 40% - 50% on average. Keles (1990a) also reported the same

ratio for Istanbul as well as for Ankara.

In the 1980s we see changes in the economic policies of the country and new policies
concerning the gecekondu. As was indicated previously, through the liberal economy policies

interest rates for savers increased and real wages decreased. In addition to these changes in
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economic conditions which might have slowed down the speculation in gecekondus, since the
Jate 1970s the urbanisation rate has dropped to 4% from 6%. Hence, given these conditions,
in the early 1980s the gecekondu market appeared to have lost the dynamics which had been
providing speculative gains to some interest groups involved in its production and
consumption. Nevertheless in 1983 and 1985 two laws concerning gecekondus (Nos. 2805
and 2981) were passed, under which all the gecekondus built up until that time were
pardoned. More importantly it was established by the law that all the gecekondu districts will
be redeveloped according to master "imar plan" criteria, or more precisely they will be
transformed into authorised housing stock. Redevelopment plans were starting to be prepared

by the municipalities.

The decreasing availability of empty plots on authorised land, increasing land values, and the
consequent pressures to enlarge the authorised lands in the big cities which were surrounded
by gecekondu stock, can be considered among the principal factors which gave rise to such
a policy. Particularly in big cities where urban land commands high values, it can be
assumed that these redevelopment plans were intended to set out construction codes which
would bring the most efficient use of land - which would be to increase building densities -
hence plots would acquire the rights to construct higher floors. Moreover even if low
densitiés were established initially, it is a very well known fact in Turkey that in the
authorised stock the building densities for each plot are increased by "imar" plan changes
later. This happened on several occasions in the 1960s and 1970s in the authorised stock.
Hence it was a perfect opportunity for existing gecekondu owners to become owners of one
or more of the flats within the buildings that were intended to be built on their plot. After
the completion of the redevelopment plans, as was the case in the authorised stock, they
would be able to give their plot to contractors in return for a certain ratio of the flats that
would be constructed on their plot. Redevelopment plans were also creating favourable
opportunities for the contractors, especially for small scale ones (yap satci) - as indicated
earlier - who were suffering from the scarcity of plots on authorised land, and whose profit

ratios were decreasing as the owners of plots were claiming higher percentages of the flats'’.

"One of the small scale producers that we interviewed - who was working in low income area types of the
authorised stock - indicated his enthusiasm for these plans and added that he expects local government to take
further steps to implement them.
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Although by the end of the 1980s none of the districts had completed the redevelopment
plans, and even though in many of the districts planned preparations could not be started,
basically due to bureaucratic delays and disagreements between central State organisations and
local governments on certain principles, such a policy must have regenerated the speculative
potential of gecekondu land, even if speculation had slowed down in the early 1980s due to
the factors mentioned earlier. Research by the Mainland Municipality of Ankara showed that
in areas where the preparation of redevelopment plans had already started, the price of land
increased dramatically. From 1983 when the first land use maps started to be prepared, until
1985 saw the completion of 1:5,000 scale development plans'®, the average annual rate of
increase in the price of land (TL/m? was around 170% - 200% whereas the annual rate of
inflation in Ankara was around 50%. We do not have price increase rates for districts where
the preparation of redevelopment plans has not yet started, but given that the law set down
in principle that all the gecekondus constructed up until 1985 will be redeveloped, prices in
these areas must have been increasing as well. Although the increases would not be as high
as in districts where the plans have already begun to be implemented, it is hard to expect that

prices would not be increasing in real terms or at least keeping pace with inflation.

Redevelopment policy and the consequent high rates of increases in land prices can slow
down gecekondu production, particularly in big cities. The price of land can reach a level
that the majority of potential buyers could not afford, and/or at the same time the speculators
might have frozen the sale of unauthorised plots for a while - until the completion of
redevelopment plans for the adjacent gecekondu districts - in order to maximise their
speculative gains. In this case some of the newcomers may have stayed with relatives
(densities could have been increasing in the existing stock). Besides the decreasing
urbanisation rate, redevelopment plans and the consequent rises in prices could be factors
which caused the decline in the number of gecekondu houses built in Ankara compared to

previous years, as seen in Keles’s estimations in the previous pages.

Hence in the 1980s as well State intervention in gecekondu housing appeared to be providing

favourable conditions for existing owners and speculators. On the other hand, rising prices

¥ The author would like to thank Mr. Selcuk Ozcelik, Director of Estates and Expropriation, Department
of Ankara mainland Municipality, and Mrs. Berna Turkili who made this information available.
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would have been constraining the accessibility of existing tenants and newcomers to

ownership to a great extent.

As was seen, it was reported in some of the previous research that quite significant
percentages of gecekondu dwellers were tenants. Now let us look at the supply conditions

of the rental gecekondu stock in the 1980s.

Research on other third world countries shows that in some cases the commercialisation of
unauthorised stock gave rise to the emergence of entrepreneur landlords. For these landlords,
who own large numbers of units, homeownership is a business from which they derive their
main income (see Amis, 1984). Although rental housing ratios reached significant levels
within the unauthorised housing stock in Turkey, there is no evidence of "large scale
landlordism”. Rented units in gecekondu stock are generally provided by residents of
gecekondu districts who built other units, usually on the plot where they live or next to it.
Some households rent out their own gecekondu in order to be able to pay their debts while
they are living with their relatives and/or living in units provided by employers. Janitors and
caretakers who live in the annexes of the building they work in are the most common

examples of such cases (Keles 1990a).

It is understood from research in other countries that the scale and organisation of landlordism
can have an important influence on the supply conditions of the rental stock. Research by
Amis (1984) in Nairobi, where ren