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In the Name of God
Foreword:

At present, for the first time in the history of mankind, more than half
of the world’s population is living in urban areas and it is anticipated
that this number will increase to more than two thirds by 2030.

It is therefore that the United Nations Human Settlement Program
decided to hold its third conference, HABITAT III, with an emphasis
on urban challenges and issues in Quito, Ecuador in 2016. And 1t 1s in
line with this that the governments should develop their National
Reports that present the outcomes of their evaluation of the
implementation of the agenda of HABITAT II.

Upon receiving the “Guideline and Format for the Preparation of
National Reports”, The Islamic Republic of Iran embarked on the
preparation and writing of this report through holding meetings and
consultations with the related stakeholders in governmental, public and
private sectors.

This is the outcome of these expert and consultation meetings which 1s
being presented as the Draft National Report. These meetings will
continue until the Final National Report is completed.

The Islamic Republic of Iran hopes that while completing this report
with effective and joint cooperation with UN HABITAT, to be

included as one of the important countries in the drafting team of the
New Urban Agenda.

Abbas Akhoundi
Minister of Roads and Urban Development

The Islamic Republic of Iran



Chapter one: Urban Demographics Issues and Challenges for a New Urban Agenda

1. Managing rapid urbanization

Rapid urbanization and the daily increase in the population of the country’s cities on the one
hand and the heightening of the problem of the concentration of urban population in larger cities
and the strengthening of this calls of cities in the urban structure of the country on the other, are
amongst the most important indicators of the shift in the country’s urban population over this 20
years (1996-2015).

During this time the country’s population has increased from 36.8 million in 1996 to 48.3 million
in 2006 and to more than 53.6 million in 2015.

During this period the number of cities in the coun

ed from 624 in 1996 to 1016 in
ass 1395 in the current year.
During the same time the percentage of the living in urban areas has
increased from 61.3% in 1996 to 68.5% in 20 : . of increase has slowed
down over the past few years and the urban po around 74% of the
total population this year.

In this period while the average

try’s cities decreased because of the

large number of rural and small popula g 1 ities and was reduced from around
60,000 in 1996 to 47,000 in 2011, the ra a cities (cities with populations
of more than one milliog to 36.2%. In line with that
the ratio for large ci 50,000) has also increased from

60.3% of the country’

During this 20 years thé #ati : i large cities to the overall population of the
country b . 2011. The decrease in the same ratio for
small 000) is from 19.8% to 18.9%. Conversely the

fringes of some citic

- The inability of rural areas in keeping their population and the vast migration from rural to
urban areas to the extent that the number of villages declined from 68,122 in 1996 with a
population of 23 million to 61,748 with a population of 21.2 million in 2011;

- The better ability of large and mega cities in keeping their inhabitants and attracting new
ones from smaller cities

- The impact of the development plans and projects in increasing the capacity of larger cities

to absorb new population and the increased desire of the people to migrate to and live in

these cities;



- The belief amongst migrants from rural areas and small cities that they will have access to
more and better urban services and new and higher paying jobs in bigger cities;

- The impact of the administrative, political and economic centralization on population
concentration in provincial capitals and manufacturing poles;

- The unequal and non-proportional distribution of resources and opportunities in the have
and have-not regions of the cities and its consequence on the creation of large central cities
in provinces and the domination of single-city regimes in their urban structures

- Difference in the in the amount and degree of the urban population increase in different
parts of the country based on their population size, rural migration to them, implemented

development and employment generation plans and proj

Shift trend of the number of cities and

The 1996 006
Country’s Number Population
Population of Cities (thy ds) | o
Total 614 36,818 1,
More than
one 5 6 6
million
250,000 to
one 18 7, 10,34 21 9,243
million
100,000 to
250,0f

50,

100,
10,000
50,000

5,133 54 9,122

60 4,260 4,840 81 5,657

60 888 3 6,973 324 7,120

1,3 52 2,602 648 3031

Source: 6 and 2011 jon an ing census, istical Center

2. Managin al-urban li es

Two-way li and conne between cities and villages situated in common geographical
areas have limited ies fro perspective of location of cities and villages in respect to each
other and also workin, between them. Cities have differing direct (daily) and indirect
(satellite) areas of influen ed on their population and economic size. In general the bigger a

city’s population and economy, the larger it’s area of impact and influence and the stronger and
more effective the urban-rural connection in these areas. Villages situated in the daily area of
influence of cities, in general act like the disconnected fabric around those cities in the sense that
they house the urban workers and low-income groups and conversely the cities hold jobs for the
working members of these groups and also the market for the rural products and the provider some
of their services and needs. In some cases urban businessman build their manufacturing units in
these villages in order to utilize the work force living there. This is while rural areas situated far

from the cities this relationship is comprised only as the supply of part of their needs and services



and the sale of their products in the city. The intensity of this relationship declines with the
increased distance between the city and the village and its variety is reduced as well.

Altogether it can be said that: without taking note of the rural areas the development of the cities
will not be sustainable. Due to their predominant activities rural areas play an important role in
supply food to the urban population and throughout history this security has created the grounds for
the establishment of the cities. Therefore contemporary cities cannot enjoy sustainable development
without relying on the capacities and abilities of the villages around them.

In addition to the to the role of rural areas in creating food security for the urban population,
migration from them to the cities is the source of many of the urban problems and the reduction of

this migration requires attention to these villages in order t their population there and to

food for the urban population.
The Iranian rural population has been shrinki nd today in addition to the
reduction of the ratio of the rural population f the country, its actual

problems alongside unresolved oneg . ini f the effective
organizations has played an importa 1 nd and increasing the desire of the
rural population to not migrate during th

The government has pussue 1 e rural societies since 1999
when the first Islamic RC11 elesti ; i ; d 2001 when the wave of the
creation of dehyarys i i ptfering unprecedented new public

{ the rural population to stay in place. As an

population of more than 2 isecholds today have one. The wide coverage by them can play an
important role in reducing the rural-urban migration and maintaining the rural capacity for
supporting urban life and development and its expansion in the country. The main duties of
dehyarys include the supply of public services, the building of public infrastructure, supervision
over construction, safeguarding the environment, and cooperation with government agencies in
implementing their development plans. Their services do not replace any of the government’s and
are new ones being offered to the rural population. They head of the dehyarysis selected by the
Islamic council of the village which in return are elected by the direct votes of the village residents
who through this see themselves as having a role in determining the future of their village and this

increases their desire to stay and not migrate.
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In addition to the above actions taken towards increasing the rural-urban connections since 1996
have included increasing employment opportunities and supplying the services needed by the rural
population in their villages on one hand and the strengthening of the offering of urban services to
them (the offering of services, employment opportunities and markets for their products) on the
other. Some of these actions, in spite of the decrease of the number of villages from 68,122 with a
population 23 million in 1996 to 61,748 villages with a population of 21.2 million in 2011 include:

- The preparation of complex urban plans for the countries mega cities and their satellite town
and villages and attention to the development of the cities and villages inside these

groupings as one.

- The preparation of urban district and regional plans a; tion to the development of the

cities and villages in each urban district or region and to classify the implementation

process within the scope of a grouping, a syste

population from large and mega cities
- The offering of medical and treatment i i scope of provincial
and urban district networks and...

3. Addressing urban youth needs

To be completed in the final version

4. Responding to the ne@

al, social, professional and educational rehabilitation in order to

increase the abi of@ged in dealing with the consequences of age, better coping with

their surroundings at ain maximum independence.

a) Medical rehabilitftion: Medical services, physiotherapy, occupational therapy, speech
therapy, optometry, nursing series with the objective of improving the quality of life for
the elderly within a group

b) Occupational therapy: Identifying and strengthening the professional abilities of the aged
in order to improve their mental, physical and social capacity

c) Social rehabilitation: social worker aid in order to improve social coping and resolving

social issues of the aged



d) Educational rehabilitation: Offering principles for a healthy life to the aged such as
personal care, prevention of consequences of age, avoiding risky actions, healthy eating
and art therapy to the elderly and their families

These services are offered in the Welfare Organization’s centers as follows:

1. Rehabilitation, care and nursing homes: Offering services including care and

rehabilitation including medical, physiotherapy, occupational therapy and speech therapy to

the elderly at all hours of the day and night

2. Day rehabilitation and educational centers: Offering educational and medical, social and

professional rehabilitation during some hours every day. There is one active center in every

province.

3. At home rehabilitation and care centers for th : Offering care and rehabilitation

centers including medical, physiotherapy, therapy, speech therapy, and

psychological and social counseling servic igi erly in affiliation to at least

- The elderly rehabilitation plan in : : is plan has been designed and

- Community-ba chabilitat - i that implementing rehabilitation
e presence of the aged and his families and to

sased, increases and completes their impact,

operation, is tha

These centers
their families and rela hese services include nursing home services for those who can’t be
rehabilitated (the disabled), the derelict, the destitute, and the offering of the necessary services
such as feeding, cleaning, bathing, dressing, health care, treatment, medication, medical

rehabilitation, leisure and free time activities.



5. Integrating gender in urban development

The Constitution of the Islamic Republic of Iran and all the upstream plans and documents
(the Fourth and Fifth Development Plans) have required the government to create the grounds
for the elevation of women and to restore their material and spiritual rights.

In the Fifth Development plan the government is mandated to prepare a comprehensive
development plan for the participation of women in society with the objective of strengthening
role in society, to prepare the bill to strengthen the institution of family, and to take actions to
prevent violence against women. The following rules and regulations are the basis of the

attention to the gender issue and the position of women in the urban development process.

The law for guardian-less women and children

The law for increasing the coverage of rehabilitatio:
head of households by the State Welfare Organi

The law for organizing and supporting work

pport for the disabled and women

- In article 230 of the Fifth Development P ired to prepare and pass
“the comprehensive development plan . This plan includes

affairs with a priority for at LOme j of households and®women who are

elfare, the document for which has

ice-President for Women and Family Affairs, the Cooperatives,
Labor and Soctal®A ffai try, Ministry of Agriculture and other line agencies, the most
important of which Qi ecent 20- year period are as follows:

Economic and Support
1. Covering the implementation costs of self-employment for women by support institutions
and overseeing the sustainability of these plans with a budget equaling 5% of the funds
allocated for the Imam Khomeini Aid Committee and the State Welfare Organization.
2. Implementation of employment generation projects through support for cooperatives and the
micro-credit fund
3. Offering services to women by the municipalities including:

- Offering public transportation services in the cities, such as in urban buses, in the metro,

special taxis for women with women drivers



- The building of parks for women

- The establishment of sports facilities for women in the cultural centers

- The building of neighborhood houses with diverse programs such as free training for
women to introduce them to methods for improving their lives, first aid, raising children
and...

- The establishment of women only spaces in terminals and large parks in order to cater to

the needs of women such as breastfeeding and attending to newborns and children

Legal

- The establishment of social centers for girls vulnerab cial malaise (health homes)
- The hiring of female police officers to attend to
- Decisive and stern punishment of those disturhi
- Information dissemination and public aw; 1 ards to crimes involving
desecration of women, especially women 1 i ch of preventing these

crimes against women

Medicine and Health
- The establishment and running raining of midwives in rural areas,
the implementation of special plans e national plan of dispatching

health convoys for ; : ; he the holding of specialized

- The / €8 lamic City Council elections in the country

in the City and Village Islamic councils from

NGOs

- Coverage of 1.5 mi of the needy individuals in society (especially women heads of
households) and their continuously benefiting from the services of the Imam Khomeini Aid
Committee

- Priority in paying housing facilities including those for the purchase, construction and small
to large repairs in the form of grants and loans to women head of households (even in cases

when they remarry) by the Imam Khomeini Aid Committee



6. Challenges experienced and lessons learnt in these areas
6-1- experienced challenges
A. Managing rural-urban linkages
- The relative continuation of change in land usage for agricultural land in rural areas especially the
villages surrounding mega cities
- Weakness in creating proper structures for effective management of rural-urban connections
- Structural weakness for the stakeholders and those in charge in integrated planning for rural urban
areas

- The continuation of government control in fulfilling developm bjectives

B. Addressing urban youth needs
- Ambiguity and lack of coordination in the higher m: e (policy making, planning,
coordination, implementation, supervision and oyment generation for the
youth
- The unemployment rate of the youth being loyment rate in the
country

- Lack of flexibility of presiding law

self-employment

C. Youth housing
- The continuous decline 1% Ability of families in order to supply housing to the youth due to the
increasing varieties of expenses relating to the changes in life styles and the increased desire of the
youth to own large housing units and the domination of the school of thought that government
support for youth housing is only an expense

- Low impact of the small savings from limited revenues of the families in supplying youth housing
and inadequate financial support by the government

- The high share of housing in the expense basket of the families, especially in income deciles one
to five

- The programs for the economic stability of the youth not being in line with the support
mechanisms

8



- The dominance of the increasing costs of housing over the increase in the economic abilities of the
youth

- The high demand for housing by the youth,affected by the increase of the relative rate of the youth
population

- The increase in the migration of youth from villages to cities and from smaller cities to bigger

ones

6.2: Lessons learnt
A. Managing rural-urban linkages

- The creation of a participatory management system within the ework of local governance;

- Creating the foundations for stakeholders having more of
- Educating and informing the managers, implemen cialists, local leaders and rural

population.

B. Youth employment

e Increasing the share of the youth secking

country
e Involving those in charge of
and decision takings

e Correcting the la egulations of the job market including the social security system,
salary structures and...

e Correcting the laws governing capital markets including tax laws, banking and finance
systems, and...

e The elevation of the culture and morality of work and entrepreneurship through:

e Correcting the perspective of the youth in regards to the motivation towards
entrepreneurship rather than finding jobs

e Increasing the participation of mass media in culture building and elevation work morality

e The offering of the meaning of work morality in the official education in the country

e Institutionalization of the notion “merited work™ across the society



- Capacity building in manufacturing and job creation through:

e Increasing investment security and creating the proper grounds for internal and foreign

investment in manufacturing

e Creating the proper grounds for the presence of the private sector in manufacturing and job
creation
e Creating the grounds for offering special facilities for private sector enterprises in order to

support the special youth job creation program

C. Youth housing

- Supplying housing for the youth with priority for the emp

over the unemployed, married
over single (except for youth taking care of their father’s
29, 20 to 24 and 15 to 19 (except when the youth 1s t

), age groups in succession 25 to
he household)

urban development plans and programs, es , low income groups,
young couples and...

- Pursuing support policies to i

- Environmental 1 and’air and sound pollution,
- Shortage of thg®apaci n passages and roads, and traffic problems
- The rise in socia ai as unemployment and. ..

ad facilities
- Lack of required facilitics for the leisure of the inhabitants

- Shortage of urban se

- The emptying of some rural areas and the decline in agricultural and livestock breeding

B. Managing rural-urban linkages
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- Increase in the soil and water pollution
- The decline of the sensitive ecosystems
- Limited potable and agriculture water
- Natural threats and disasters

- The reduction in food resources

- The increase in poverty



- The expansion of informal settlements in the villages surrounding mega cities
C. Youth employment

- Improper grounds for investment by the private sectors and foreign investment

- Increase of unemployment amongst the educated youth (especially girls) and the lack of proper
- foundations for utilizing their abilities

-Lack of the institutionalization of the culture of work and the weakness in professional work
morality amongst the youth and the dominance of the perspective of job seeking instead of
entrepreneurship amongst them

- The reduction of the access of the youth to job opportunities due to the ineffectiveness of the

job market
- Low utilization of the work force due to a lack of ¢ on between what is taught by the
educational and vocational system with the expertise
7.2. Recommendations
A. Managing rapid urbanization

The creation of an effective structure for

The strengthening aa@expauion of the connection of border cities with those inside the country
and external neighbors

B. Managing rural-urban linkages
- Structural reforms in the management of planning of the country (with an emphasis on
integrated rural-urban management)
- The development of the NGOs participating in development at the national, regional and local
levels
-The establishment and development of comprehensive management over resources, especially

land, within the framework of good governance
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. Addressing urban youth needs

- Adequate investment in infrastructures, especially transportation infrastructures, rural
efficiency, easy access to the markets, expansion of employment and public services for
vulnerable groups, especially women and youth

- Emphasis on the linkage between the issues of rural areas and cities and the necessity for
integrated development planning for the rural-urban areas within the framework of the rural-
urban linkage approach.

- Attention to the bearing capacity of human habitats, especially villages

- Not pursuingthe policies limiting rural-urban migration (population stabilization policies) and
emphasis on policies for improving social and economic conditions and increasing the efficiency

in agriculture and non-agriculture productions with the g giving a role to rural areas in

national growth

- Capacity building in manufacturing and emp i h of maximum utilization

sent of the savings culture in families and youth in order to

ngs for youth housing

youth housing and stréngthening the support programs through:
v’ Forecasting and allocating subsidies especially for youth housing from the government’s
budget in a targeted framework

v Utilization of the country’s insurance industry for supplying housing to the youth who
due to unemployment and lack of adequate income lack housing

v The encouragement and support of the government for investments by municipalities,
government, non-government and public institutions in the construction of housing for youth

especially in areas where there is a high demand



D. Integrating gender in urban development
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v Enhancement of the role of youth housing planning in the overall housing planning of the
country

Enabling the youth towards their obtaining proper housing through:

v’ Fostering the financial and economic strength of the youth in order to use it in the
building, production and supply of housing

v’ Collaborating the establishment of modern, transparent, and easy systems od savings and
depositing, taking into consideration the youth economic and financial conditions

v’ Collaborating with the establishment and development of the country’s Specialized
Network for the Youth Housing

v" Establishing the youth housing subsidies payment
Investment Funds

through the Youth Housing

- The need to prepare and develop gender 4 in 1 and statistics for urban

planning
Attention to increasing the abilities and fu ecially heads of
households, the disabled and mic plans and

policies with a poverty reduct

The necessity for strengthening - i ocal management of villages and

cities and increasing

Effective and contH planning for increasing the literacy rate of women and girls

alongside removing the obstacles to their access to training and learning trades

Supportive planning for the role of women in running the affairs of their homes and the
raising of their children and also their participation in social matters through the formation
of local women associations

The need for separately identifying the needs of women and men living in the neighborhoods
and increasing their abilities as the connection between the families living in urban areas and
the organizations in charge of these areas

The importance of carrying out scientific, research and practical activities in regards to the

necessity of considering gender dimension in urban development



- The need to strengthen the connection and cooperation of the government with civil
institutions and to consider the importance of the role of active women NGOs in achieving

development and urban planning, and the establishment a database of the non-governmental

O

organizations active in this area.
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II. Land and Urban Planning: Issues and Challenges for a New Urban Agenda

There are diverse planning processes and a hierarchy of public agencies which determine land
management and planning throughout urban areas in Iran. The planning processes vary according to
the preparation and adoption of plans depending on their scopes, scales, and periods of validity. The

inefficiency of urban management mechanisms thus pose challenges which demand a New Urban
Agenda.

8. Ensuring sustainable urban planning and design

At the national level, the main actors in urban planning and development in Iran include Ministry
of Interior (Mol), Ministry of Roads and Urban Development ), and the Cultural Heritage,
Tourism, and Handicrafts Organisation (ICHHTO) with espective local branches in every
county and city'. MRUD wields authority over the dev

city plans while Mol supervises

provincial activities that are executedfie ¢ Municipalities isation (MO)
rdinate the development of urban
infrastructure and delivery of urban sek ac provincial service agencies are

controlled by their respect

plans for urban and semi-urban areas. Higher Council for

Architecture and Urbat CAUP) was also established within MHUD based on the same

law.

Higher Council for Architecture and Urban Planning (HCAUP

The HCAUP is presided over by the Minister of MHUD, now MRUD. The Deputy Minister for
Urban Development and Architecture is the Secretary of HCAUP, under whom a Director-General
manages the Secretariat. Other members of HCAUP include the Ministers of Interior, Economy
and Finance, Culture and Islamic Guidance, Education, Power, Jihad Agriculture, and Defence. In

addition to these ministers, three Vice-Presidents are voting members of the HCAUP: (i) Vice-

'Currently, Iran has 31 provinces, around 428 counties, and close to 1242 cities with subordinate rural settlements.
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President for Strategic Planning and Supervision; (ii) Head of ICHHTO; and (iii) Head of
Environmental Protection Organisation. HCAUP has four main functions:

= Overall urban development policies;

= Commenting on by-laws affecting zoning; land use, and main urban functions;

= Adoption of urban master plans; and

= Adoption of urban criteria, regulations, by-laws, etc.

Master Plans and Detailed Plans are regularly prepared for Iranian cities—theoretically every ten

years. For small towns, Mol prepares an abridged version of a Master Plan called Guidance Plan.
Together, these plans determine the official municipal boundaries and streets layout as well as land

use and building density (the ratio of built area to the p ea for each single plot). The

municipality then uses these regulations to issue building p

In practice however, on the average, a meagre 15 pe dopted Master Plans have been

funding shortages, municipalities ingfiasc issi density and chang@’pre-determined
actice actually nullifies the original
intention of the urban plans. Despite al lans remain the most important

guidelines for urban develgpment in Iran.

epared for areas bigger than that

n area plan, provincial physical plan, national

after the plan is prepared, it must be approved by the Provincial
iewed concurrently by the HCAUP’s technical committee and
D, before final submission to HCAUP. In principle, HCAUP

Plans (see below). Such plans—as well as modifications which do

the office of Physical ¥
does not examine the Det3
not essentially change the existing Master Plan—are adopted by Commission for Article 5. This
commission is formed at both provincial and county levels. It is headed by the provincial or county
governor-general and attended by the head of the Islamic City Council, Mayor, and representatives
of MHUD and some other ministries.

Councils are elected in rural and urban areas according to the Law for Islamic Councils (1982;
revised 1986). Municipalities operate under the supervision of city councils, directly elected by the
citizens every 4 years. If a city council is not elected, the Ministry of Interior intervenes and
supervises the municipality. Almost all municipalities have a city council today. City councils

appoint mayors. For villages with populations of more than 100 people or 20 households, rural
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councils are elected with 5 members. For each rural centre with fewer than 100 people or 20
households, there are 2 representatives but no council. Alternatively, a number of adjacent small
settlements may share a common council. Rural areas may have a rural mayor. Furthermore, larger
cities are subdivided into districts, which are managed by district mayors. A historic urban zone
may also be defined as a distinct district with its own district mayor. Regulations on planning for
and protection of historic urban zones are developed in co-ordination with ICHHTO.

In September 2002, other consultative levels were also formed, namely county and provincial
councils. City and district councils send their representatives to county councils. County councils in
turn elect a council for the province. Each representative of the provincial councils attends the

Provincial Planning Council with the right to a single vote.

preme Council of Provinces is
ils. The first Supreme Council of
to the higher councils, while the

formed by the representative councillors from provincial

Provinces was formed in October 2002. The lower cou

appeal to the higher councils against the decisi afts for laws and acts
can be proposed either by the Government e newly established

Supreme Council of Provinces.

9. Improving urban land manageme
Urban land management
The responsibility of yrhan,ls cic [ agencies such as MRUD and

its subsidiary agencieg uncils - ya as private sector entities including

real estates.
National Land and HO i was established under the MRUD to manage
urban land itially ¢ : di e Urban Land Law in 1981 as Urban Land

includes implementation of Urban Land Law; planning for the
housing sector; invests i ing through public-private partnerships; and guiding materials
production. As a re NHLO, the Government has undertaken significant land
acquisitions.

The amount of land the Government came to possess, could be used for developing and
supporting the implementation of land management practices that deal comprehensively with
potentially competing land requirements for agriculture, industry, transport, urban development,
green space, protected areas and other vital needs. On the other hand, any shift in Government
action on land supply could affect land prices and hence theoverall inflation rates.

In practice however, public supply has been regulated by mid-term development plans rather
than responding to effective market demand. The bureaucracy governing land allocation,

development costs and limited financing for infrastructure further reduces supply of serviced land.
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The quantity of land supplied has therefore been a small fraction of land acquired for any given
year—often not exceeding 10 per cent.

Furthermore, until 1994, practically most of the land was allocated at the same nominal price
regardless of location, but a ‘market-based’ approach for land pricing has been used ever since.
Thuspublic land is supplied at the current market price for purchase of private property. A vicious
cycle thus forms whereby an increase in the prices of public land leads to an increase in the overall
market prices and vice versa.

Currently five methods are used for pricing land allocated by the Government:

1. Market price for small plots arrived at through bidding based on current market value

estimations;
2. Negotiated price for mass production of housing t agreement to allocate large parcels

of serviced land to housing developers or negoti

the original method of pricing and i ed by Government
policies;
4. Long term (99 years) lease o
5. Special pricing for transfer of ploi grshi ousing owners.

None of these pricing policies are re i 1 impact the market.

he Urban Development and Renovation

g a holding company and is more appropriately

brojects were initially focused on deteriorated historic
fabrics. Since 19° lertaken upgrading projects in informal settlements. UDRO has
several provincial suBsieli
Development. Its role w3
Law of the Third Five Yea

revision of its bylaws and its restructuring after 2004. UDRO’s mission includes the following:

preted to deal specifically with urban slums by Article 4 of the -

conomic, Social, and Cultural Development Plan—Ileading to the

= Foreseeing and preventing the proliferation of urban slums;

= Identifying and collecting accurate information about slums;

=  Preparing renovation, upgrading, and enabling plans for urban slums;

= Institution-building, cultural advocacy, creating the tools, capacity-building, and

coordination to realise community-based participatory renovation; and
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= Providing leadership, supervision, and control for operations, such as community-based
development initiatives, catalytic projects, advocating best practices, reorganising, and
enabling informal settlements.
Based on its years of experience, UDRO’s approach has gradually evolved through five key
stages:
1. Carrying out catalytic projects, comprising limited interventions in deteriorated fabrics
aimed at stimulating development and investment;
2. Addressing problematic urban fabrics, which included, in addition to implementing catalytic
projects, land acquisition to merge plots and widen streets to allow for increased vehicular

access;)

3. Urban renewal, carried out with increased att to socioeconomic, cultural, and

demographic issues in both deteriorated fabrics settlements;

istrations, the private

sector, banks, local cooperatives, soci and, to some extent,
the community.

5. Moving toward regeneratiq
Government’s activities are 1

regeneration through stakeholde

capacities and enabling approaches have become important areas of focus.
It is based on the following principles:
e Reducing and preventing urban poverty;
e Increasing urban resilience through upgrading and retrofitting;
e Enhancing identity and protecting cultural values; and

o Employing good urban governance in regeneration to promote social cohesion.
The above aims are to be achieved through:
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e Knowledge management and enhancement of intellectual assets concerning urban upgrading
and renovation
e A set of plans and soft initiatives with an enabling approach; and

e A series of activities to promote and facilitate urban regeneration.

New Towns Development Corporation (NTDC) was established in 1988 to develop satellite
towns. Its original ambitious program, which was subsequently downsized, included planning and
constructing some 26 new towns around major cities of Iran. NTDC is currently a public holding

company, which has developed some 17 new towns near populated cities.

10. Enhancing urban and peri-urban food production

Enhancing urban food production is still in its initial [ran. Although, only agricultural
activity is allowed in urban peripheralareas, areasyt 1 land use of such areas is
converted once the city boundaries are expand this way for agriculture s
essentially land reserved for future developm imary initiatives have

addressed urban food production at pilot level.

this end, in each new town, a tas
Planning Organization, the Bank for of Agriculture to promote and

support hydroponic food production in

agriculture as well as other

composts—has also be Ds as an income-generation activity for poor
households.

rapidly increase to 75%. quires that the Government promotes, inter alia:

= development and expansion of urban railroad network;
= Improvement of vehicular traffic;
= Substitution of petrol and gasoline with CNG;
= Production of energy-efficient hybrid cars;
= Obligatory technical inspection of light and heavy vehicles;
= Development and expansion of parking space and passenger terminals.
Another concern in this Lawis the reduction of mortality rate.
Decisions affecting urban mobility at national level are made by the Higher Council for Traffic

Coordination (HCTC) which was established in 1995 as a multi-sectoral task force. The secretariat
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of HCTC is established under the Mol. Similar task forces are also formed under the Provincial
Government.

The Union of Public Transportation Organizations (UPTO)was established in 2005 to oversee
urban mobility in cities with a population between 30,000 t0100,000. Currently somel091 cities are
targeted by UTPO which make up about 92% of all Iranian cities. In these cities, UTPO provides

the following services:

= Renovation, mobilization and development of the public urban fleet (taxi, bus, van, etc.)

= Insurance coverage of urban public drivers;

= Managing fuel allocation to private cars;
= Managing automobile technical inspection centres;
= Managing passenger terminals.
In metropolitan areas, other means of publi Rapid Transport (BRT)
has been tested. The municipality has also 1 iendly transportation

means, such as cycling.

12. Improving technical capacity to
Academic education

Since 1984, urban planning : aster’ ian Universities. Bachelor-

these practical issues 1S hallenge in academic education and research in Iran.
Training Municipal Councils

Municipal councils allow for community representation at the local level. Citizens directly elect
the councillors who then nominate the mayor. Yet, line agencies in charge of urban service
provision in the cities (e.g., water and sewerage, electricity, gas, and communication) are local arms
of their respective ministries. Thus, the scope of activities performed by municipal authorities—i.e.
councils and mayors—is rather limited. The Municipalities Law, dating back to the earlier part of
the twentieth century, originally authorised 53 sets of duties for mayoral administrations. However,

in subsequent periods, many of these duties were taken over by the central or provincial
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organisations, so that in recent years mayoral administrations have only performed 21 sets of duties
with another 7 duties managed jointly by them and governmental organisations.

Since the Third Five Year Development Plan (2000~2004), a number of municipal
responsibilities—potentially up to 22, according to one internal study conducted at the Mol—were
supposed to be given (back) to mayoral administrations. In practice the scope of this re-delegation
initiative has been limited. Yet, the institutionalisation of directly-elected municipal councils in the
last decade has resulted in some degree of devolution in light of their authority and responsibility
vis-a-vis mayoral administrations and mayors. Whereas prior to the late 1990s, mayoral

administrations were integrated in the structure of Mol and the Government, they are now seen as

‘public’ institutions that are monitored by municipal councils resentatives of urban residents.

The authority of municipal councils has nonetheless be ted due to the legal ambiguities
surrounding their position and activities. '

The Municipalities Organization (MO) was estal dertake, inter alia:

= Review of existing laws and ati es of procedure

for municipal activities; and

1 on-job training. Furthermore, in small cities,
ate skills needed by the city. Another factor

prepared to manage the needs of the growing urban population,
urban planning processeSiarg inadequate vis-a-vis the pressing development needs and the
urban sprawl. Despite establifiiment of several elected councils at city and national level, a major
factor causing the inadequacy of the urban planning process is still the lack of adequate stakeholder
consultation.

Since neither the implementing agencies nor the community is adequately consulted, the actions
proposed within the development plan do not correspond to the needs of the community. This in
turn leads to lack of trust on part of the community as well as a weak or absence of co-ordination
between implementing agencies. As the implementing agencies are not fully committed to the

provisions of the development plan they often do not budget the necessary funding for
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implementation. It is roughly estimated that, on average, only 15% of master plans are actually
implemented.

In this situation, the poor are usually excluded.The exclusion of the needs of the poor starts a
deterioration process in the historic fabric.As the provisions of the plan favour new construction, the
investment is decreased in the historic fabric.This starts a dilapidation process: population density
increases; housing becomes sub-standard and the area underserviced; there is little or no
maintenance of the buildings or the urban infrastructure.In such a situation a form of low-cost
informal housing develops which attracts new settlers such as legal or illegal migrants, lower
income groups, and informal workers.The area also becomes susceptible to crime.These will lead to

further reduction in investment. Inside the city, the process ces deteriorated historic urban

Not corresponding to demand, the limited suppl ed to increasing building to
floor ration and population densities way abov: nversion of agricultural
land use to residential and commercial lan settlements in the
periphery; as well of multiple cases of illegal 1 1Va i e, and land use
conversions.

Despite continuous increase in s¢ upgrading and regeneration efforts,
slums continue to form around the citie s within the city. Addressing the

are a key det® in i and manageément through a close cooperation
JD, NHLO, UDRO, the Judiciary Force, Land

e policy for land allocation and pricing through a close

RO, Real Estates, local authorities and Provincial

Enhancing urban ai j food production
allenge in promotion of urban food production, which has left
many of its opportunities U ored. Lack of adequate agricultural land is also another problem. In
many cities, the existing gardens and agricultural land also require urgent conservation. Provision of
water is another major impediment, since most cities only have a potable water network, while
digging wells is prohibited to preserve the subterranean water table.

Addressing urban mobility challenges

Key challenges in urban mobility arise because of the fact that public transportation still plays a
secondary role in urban mobility. In reality, Personal car ownership is still implicitly favoured in
urban design which leads to the low accessibility, effectiveness and efficiency of public
transportation. Despite efforts in metropolitan areas, use of environment-friendly modes of

transportation such as pedestrian access and cycling is sill limited. Despite recent R&D efforts by
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universities and research institutions, environmentally-sound transportation technologies are not
readily available. Furthermore due to legal and other constraints, public transportation is not
favoured as a prospective investment area for the private sector.

Improving technical capacity to plan and manage cities

However, limited attention is paid to practical topics such as urban economy, financing urban
projects and urban management. These topics are also not a priority in research institutions such as
Tehran Planning and Studies Centre, Architectural and Urban Studies Centre of Iran, the Iranian
Centre for Architectural and Urban Planning Studies, and the Centre for Studies, Philosophy and
Techniques of Iranian Islamic Architecture and Urban Planning. Covering these practical issues is

still a key challenge in academic education and research in Ir

Capacity-building has been a challenge for MO be of its own limited capacity and

experience in using effective training methods and o . Furthermore, in small cities,
by the city. Another factor

onstant change cope and mandate of

there is a marked deficiency in specialists with ad

contributing to inefficiency of MO trainin

municipalities as well as municipality personne councillors.

14. Future challenges and issues in

Future challenges and key issues{in g uld be addressed by a NewUrban
Agendafollows.

Ensuring sustainable

There 1
- egate planning authority to local level
- oups, women, youth and the poor in inclusive planning

Rapid urbanisation and cient functioning of land and housing markets have given rise to
speculative activities and rising real estate prices. In the absence of adequate formal housing, the
urban poor seek affordable informal shelter—either outside formal city boundaries or within the
city in deteriorated fabrics—where sub-standard land divisions, lack of basic services, unregistered
plots, and informal transfer of ownership significantly reduce housing costs.

Informal shelter solutions lead to the formation of ‘slum areas, where residents have lower
qualities of life and fewer opportunities. Slums are often associated with lack of basic services and
high population densities, low quality construction, and/or lack of full tenure rights. The physical,

socioeconomic, cultural, and legal characteristics of slums significantly limit personal opportunities
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for growth and deter civic participation. Despite extensive slum upgrading and regeneration by the

Government, slums continue to form around the cities and deterioration continues within the city.

There is a need for:

Effective use of public acquired land stock to regulate land and housing market prices;
Ensuring adequate provision of land for urban housing and infrastructure projects in
proportion to urban growth;

Developing appropriate land development standards to avoid excessive land preparation
costs formulated only on technical bases;

Providing for flexible, affordable and adequate housing finance modalities;

Vigorously pursuingimplementation of catalytic pr slum upgrading and urban

regeneration initiatives; and
Stimulating private investment in housing provi
Encouraging micro-investments by the n effort to foster inclusive

urban regeneration.

The accessibility, effectiveness and efficiency of public transportation is low;

Despite efforts in metropolitan areas, use of environment-friendly modes of transportation
such as pedestrian access and cycling is sill limited;

Due to legal and other constraints, private sector investment in public transportation is still
limited;

Access to environmentally-sound transportation technologies is limited.

There is a need for the Government to:

25

Provide for diversified environmentally-sound and affordable modes of public

transportation; and



= Stimulate private investment in development of accessible -friendly modes of transportation
and technologies.
Improving technical capacity to plan and manage cities
Challenges in improving technical capacity to plan and manage cities include:
= Urban planning and management practical issues are not prioritized in academic education
and research;
= Limited on-job regular training for city managers and/or councillors;
= Lack of specialists with adequate skills essential to mange smaller cities; and
= Lack of regular training corresponding to constant change of city managers, personnel and

councillors.

There is a need for:

= On-job training programmes for city manag and/or councillors, organized
regularly, delivered by both practitioners rresponding to iterations of
office; and

= Applied research conducted jointly by ities and implementr
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CHAPTER III: Environment and Urbanization: Issues and Challenges for a New Urban Agenda

15. Addressing climate change

1- The emission of greenhouse gases is one of the important and contributing factors in the
climate change in the country and if the previous trend continues, the emission of carbon dioxide
will increase from 500 million tons per year in 2006 to more than 2.2 billion tons per year by 2025.
The organizations involved in the issue have adopted policies that if carried out simultaneously, the

amount of Carbon dioxide in energy sector will decrease from 2.2 billion to 700 million tons in
2005.

2- Since 2010, after the allocation of gasoline quota, the gre

use gases emission experienced
a declining trend; however, it is anticipated that it will

incoming years.

to its basic scenario during the

3- If all the greenhouse reduction related policie

64% in 2025 in the country.
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anagement Organization (NDMO) was established under the
supervision the Presidenti he objectives and functions of the Organization include 4 main
areas of Prevention, Pr s, Response and Reconstruction. Considering the above areas,
ainst natural disasters and for reducing risks are as follows:

1. To promote training and to increase public awareness and culture of safety and preparedness
against natural disasters among the authorities and communities,

policies of the Organization

2. To promote research and scientific studies and to support the available disaster mitigation and
management centers in order to identify contributing factors in reducing impacts of such disasters
with the priority of earthquake risk;

3. To identify meteorological events, natural disasters occurrence and their impacts and possible
damages through the development of the National Atlas of Natural Disasters;
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4. To develop a national integrated monitoring system and to improve early warning and long- term
prediction systems by using modern and advanced technologies

5. Site selection, improving and conforming land use of the urban and rural population centers and
facilities in critical and important regions in accordance with seismic zonation of the country;

6. To improve management and supervision on constructions by using professional staff and
training skilled workforce at all levels, to promote the construction engineering system and
technical- vocational communities, to utilize the best practices of earthquake-prone developed
countries, to refrain substandard and unsafe constructions against earthquakes, to purchase
obligatory construction insurance, to utilize all building codes and standards that are related to

planning and implementation, standardization of basic struc onstruction material, requiring

utilization of standard, resistant and good quality cons materials, and to promote modern
and sustainable technologies and construction of light es;

7. To Formulate and adopt appropriate rules and re 1 i construction violations;

8. To reduce vulnerability of the country to th eoples’ lives, a unified
management to permanent preparation and e ntrol of any critical
situation

9. To identify climatic change andfits, i ory and adopt
appropriate solutions, develop and velopment plans appropriate to the

rationing s of cars within the city on certain days depending on
whether the lic® an odd or even number;
2. Develop and : ay fransportation network in metropolitan areas;

3. Launch Bus Rap
mobility;

tem (BRT) network in traffic congested cities to improve urban

4. Construct bridges and tunnels in big cities.

18. Air Pollution

Urban population growth, increase of energy consumption and motor vehicles, inefficiency of
vehicles fuel, industrial activities are components of air pollution and the emission of such
pollutants as mono-nitrogen oxides (NOX), sulphur dioxide (Sox), sulphur trioxide (SO3), carbon
monoxide (CO)...

The most important measures that have been taken during 1996 to 2014 to remove the problem

of air pollution are as follows:
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1. To include the issue of air pollution, particularly in megacities in the Third, Fourth and Fifth
5-Year Development Plans;

2. Establish the National Committee of Sustainable Development to address the issue of climate
change;

3. Implement the fuel consumption reduction scheme for environment protection and the
optimized energy consumption;

4. Prepare the scheme for air pollution reduction caused by natural disasters and the
Comprehensive Plan for Air Pollution Control in eight Iranian megacities;

5. A joint letter of agreement between the Iranian and French officials, namely Air Quality

Improvement Plan

6. Cooperation between Iran and Japan Internati ooperation Agency (JICA) on

introducing modern technologies in the area of pollu d management;

7. Implement the World Bank project on quality, itor d water pollution
8. Adopt Malaé Declaration
9. Join the Vienna Convention for the Prote e Montreal Protocol

on Substances that Deplete the Ozone Layer

13. Impose anti-af 1 andz : nes in automobile manufacturing factories;

14 on Control scheme
15.

1-1-Direct dam the climate change: This type of damage is affected by factors
such as increase in gle re and sea levels, drought and its impacts on the out-migration
of the population of vuln¢ eas and their income resources, environmental health and drinking

water accessibility, and finally climate change economic impacts.

1-2- Direct damage as a result of the commitments to reduce the emission: the economic loss
caused by the emission reduction policies according to the Kyoto protocol will lead to the decrease
of economic growth or increase of investment in the environment-friendly or green technologies
and systems, as the economic damage by the above policies in different countries varies according
to their different economic structures, flexibility and economic variety, and the amount necessary to
reduce the emission of greenhouse gases.

1-3-Damage as a result of measures to tackle a problem: This sort of damage is the impact of

policies to optimize energy consumption through the development of low-carbon and carbon free
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(renewable) energy resources in the countries of Annex 1 of the Kyoto Protocol on the oil market
and consequently on the economy of the oil exporting countries.

The most important challenges concerning the air pollution and climate change are as follows:

- Inefficiency of safeguarding of the related legislations,

- Inefficiency of quality control standards related to the air pollution reduction,

- Using substandard vehicles that are older than the approved lifespan,

- Lack of correlation among implementing agencies that are involved in the reduction of air
pollution and climate change,

- Lack of an appropriate organizational structure to address climate change issues,

- Inefficiency of the process of tackling the dust pollution ¢ e both at national and regional

levels,
- Improper functionality of catalytic converter and car in vehicles,

- Lack of enough allocation of national financial the climatic change related

- Weak functionality of pollution controlling trial units and
workshops,

- Inefficacy of policies made for th soil and natural resources to tackle
with desertification.

20. Future challenges
i an until 2040 compared to the

ow that the domestic annual precipitation will

30



CHAPTER 4: Urban Governance and Legislation: Issues and Challenges for a New Urban Agenda

21. Improving urban legislation

Administering the public affairs of the cities and controlling the municipal resources exploitation
by the private and public sectors requires adequate and appropriate legislations to determine the
rights of all urban stakeholders and beneficiaries in an equitable way and ensure their realization. In
the spheres of urban management and planning that should be undertaken by the government and
public agencies, these legislations have great importance. To discipline the public sector’s
intervention in distributing the resources and monitoring the way they are utilized by the private

sector, there are a number of legislations in Iran that have be roved over the course of time.

The legislations pertaining to the functions of municipali lamic councils and subsidiary

agencies of the government that are involved in pl ities are old and were adopted 20

cent decades to be consistent

One of the most important approaches of ban management is to
integrate decision-making bodies and direct th development. The
approach has been pursued since the iming to reduce
the government agencies’ role in tk to the municipalities. In 2014, the
Comprehensive Urban Management B : : resented to the government. By
approving this Bill, the municipalities signed sibilities in the cities and the
role of the governme other important occasion
during the recent that allowed a new organized
capacity of communiti stration of the cities was the establishment of
Islamic Cou (hese councils that are elected by the people
have ass of the government. The councils function
under s that were recently amended in 2006.

An m ban planning was the adoption or amendment of new
legislations

1. 1 italization and renovation of dilapidated and inefficient urban

fabrics;
The by-law on the
The Establishment o
The Recovery of and Support the Housing Supply and Demand Act;

hment of the Social Council of Iran;

lew Towns Act;

ok 9

Law of Public Transportation and Development and Fuel Consumption Management.

22. Decentralization and strengthening of local authorities
e As mentioned in the previous part, during the previous two decades positive evolutions have
occurred in the area of the devolution of the urban development activities to the
municipalities- as the most important authority in the local governments.This measure has

had an increasing trend during the recent years. In addition to this and at a smaller scale, the
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following are considered as the most important activities towards the decentralization from
urban development plans and strengthening of the local entities:
e Establishing the sub-councilsto administer the urban neighborhoods affairs;
o Constructing and exploiting the local cultural centers;
e Launching and empowering the Non-Governmental Organizations engaged in urban affairs;
e Fostering the role of the cities Islamic councils and the municipalities in the planning and

implementation of governmental implementing agencies’ development plans that are carried

out.

23. Improving participation and human rights in urban d ent
One of the increasing demands of the society is partica in the public affairs both at local

(urban and rural) and national levels. In order to mee governments have recognized

the right of public participation at some differe vided the people with the
appropriate mechanisms to get effectively iny, anagement processes.
One of the mechanism as elections that could and national levels.
The presidency, parliamentarians, the Assembly o al level and the

One of the most s1§ . i fan governance system is council in which the

jon- making process and the country’s affairs

of council at the levels of @ cts, counties and provinces. Besides the Islamic Parliament of Iran,
the higher councils of provinces represent the local councils at the national level with extensive
authority. The views of higher provincial councils are considered as that of the members of the
country’s urban and rural Islamic councils all over the country. The said council is authorized to
propose the adoption of rules to the Parliament (like the government) and contribution to the
government planning.

During the previous two decades, the establishment of the Islamic Councils has been the most
important participation of the peoplein the urban management. The councils’ members are directly

elected by the people. One of the responsibilities of the councils is the election of the mayor who is
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the highest authority in the municipality. Moreover, the responsibility of policy making, planning
and decision making about the city affairs and approval of the rules and regulations for the urban
management are assumed by the Islamic Councils that have a 4-year period of functioning. In the
latest elections of the Islamic councils in the cities, 7320 people were elected to constitute 1213
Islamic Councils for the urban areas.

In addition to the establishment of councils at city-level, people enhanced their participation in
the administration of their cities through the sub-councils of the neighborhoods. The members of
the sub-councils are elected directly by the residents of each urban neighborhood, conducting as the
link between the citizens and the City Islamic council.

The future perspective of the city and the municipali d the work priorities of the

municipalities for the next 5-year period are specified in co tion and consultation with people.

24. Enhancing urban safety and security

In order to enhance habitability of the cities ity 1 t importance. The sense

personal and social privacy,and accidents and dis i t factors in the

of security provi in the society

and public and private spaces in Iran B aw Enforcement Forces (LEF). The
provision of municipal safety is undert
Firefighting and safetygsesyices arc 2 ; gIvi are done by the subsidiary
and safety services ai ai 11} 13 s as a resulf of the growing trend to equip the
1 ades. At present 1200 firefighting units are on

at a variety of levels of service. The basic

efighting and safety services, living in urban areas has been
accompanied by ml
been about 87.5% in

e urban population of the country covered by this service has

indicator of this urban safety activity is100%. The ratio of recycled to the total common waste in
cities is 21% that helps the hygienic safety and prevents the spread of some epidemic disease.
Security functions of LEF (police) arean important factor to improve security in cities. Iranian
police is in charge of engaging, training and deployment of police force, establishment and
management of police service centers, tangible and intangible urban environment monitoring over
the urban areas and detection of crime, policing the violators and criminals in the cities and
providing relief in the shortest possible time to the people. During the recent two decades, the LEF
has increased police capabilities at the city level both qualitatively and quantitatively and at present

there’s an appropriate level of security for living in the cities. During the previous two decades a
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number of significant measures were taken to enhance the security of urban areas in Iran, including
the establishment of Police 110 unit specialized in rapid-response to the citizens, increase of the
police service stations and increase of patrolling police at city level.

One of the policies of the LEF is to involve citizens in the police activities and promote the
cooperation spirits with police. Student Police (police children colleagues) is an initiative to train
children in the area of urban traffic by the Traffic Police of Iran, called (Rahvar of NAJA for short).

Another participatory scheme by the LEF is the neighborhoods police that limited police services
are rendered to the citizens at specified locations by the trained force of the private sector,
authorized by the Iranian LEF. The activity of this sort of police is mainly focused on crime

prevention.

Among other approaches adopted by the LEF during th t two decades is using the citizens

comments and reports on the police force treating and at increases their confidence to

police service unit

be organized to
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CHAPTER 5: Urban Economy: Issues and Challenges for a New Urban Agenda

28. Improving municipal/local finance

Municipalities and local bodies require sustainable and adequate financing to carry out their
activities and to participate in urban development. This will reduce the financial shocks in the
municipal activities and local bodies and allows for long term planning. The main financial
resources of the municipalities in Iran are earned through tariffs and local revenues and government
aid. Although they increased during the recent two decades, these revenues were unable to cover the
demands of the municipalities. Cutting the government’s financial help and driving the
municipalities towards self-sufficiency led to the municipalities’ effort to carn sufficient and
sustainable revenue in different ways, some of which relied w e revenue of fees received for
construction permits and in cases beyond what was permitte ster plans (Urban density sales),
and collecting fines for construction violations. There hav considerable efforts to improve the
financial condition of the municipalities during the re des. These efforts have had an
important role in cities development and the gove alities each have had a share
in this improvement. The government adopted
issuing permits and municipalities by identify] posing the regulations
have participated in the improvement of municipaliti
Iranian municipality’s revenue has had an increas i ecades, when the
s was put into
evenue through local resources. The
decades was financed through the
t and varies according to the

highest amount of municipalities’ re
construction permit fees in the cities.
construction bust and boom cycles in di

reduced over the pas ‘ ion of financial self-sufficiency of
municipalities. The B
population) that shows ¥ sthmnent to support cities of this size. The private
sector’s participation in ing ici ies is an important financial resource for the

projects. The
increasing the

pecial regulations and has had an important role in
hunicipalities’ projects. This participation is increasing through
anizations in some municipalities.

- the municipalities have identified areas of investment and have
introduced the projects s investment. So far, two books about investment opportunities in
municipalities’ projects haye’ been published by the Municipalities Organization. A national
symposium was also held in Tehran in order to introduce mayors and investors to each other.
Low-interest rate loans are amongst other financial resources for the municipalities that are paid by
the municipalities through the Loan Fund in order to implement the investment projects or
renovation of the municipality equipment. In addition, a specialized bank, the shares of which
belong to some municipalities offers loans to them.

e,

35



29. Strengthening and improving access to housing finance

The following table shows the banking facilities paid to the housing sector during 1996 to 2012.
Before 2001, housing facilities were financed only by the state banks and after this year by banking
system including private and state banks, especially the Housing Bank (Bank-e-Maskan).

Total banking facilities granted to the housing sector (billion rials)

~ Year | Bank-e-Maskan | Other state banks | Privatebanks |  Total
1996 1723 4567 6290
1997 2197 5411 7609
1998 23179 7823 11203
1999 5077 9818 14894
2000 5699 11452 17151
2001 6707 15385 22165
2002 80832 2084 3 30045
2003 80731 27 3254 39246
2004 10171 30 7418 47819
2005 22780 14438 5515 52777
2006 38350 19205 5129 684
2007 36411 0009 22774 69194
2008 34545 28757 67998
2009 56567 9 998 90110
2010 199 799 5 259554
2011 93 28 286158
2012 682 7 777 248514

Source: CBI annual reports,

titute of B

Functioning/performance report

30.S ; pment
UN Hur ] t) which aims to create better human settlements in the
context o i been considered with a “World City” approach in the

d complying with the models regardless of cultural, social,
file universalization approach seeks to enhance the ability of the

approach includes simf
economic, ...
aforementioned requirements as well as exchanging experiences and comparative advantages at the
global level.

Accordingly, in globalization of cities considering subcultures and the local economy is of
particular importance. In the third world countries due to a number of problems, including the lack
of necessary infrastructure and lack of interaction and competitiveness of activities, the presence of
government to provide infrastructure and competitive conditions in order to justify economic
activities and support the local economy is essential.
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Measures
The most important measures in this area during the 20-year period are as follows:

A) During 1994 to 2014, the government has tried to remove the underlying and environmental
problems within the framework of protecting the local economy development. The main
allocations are as follows:

217233 663700 72787000

In million rials

The main plans that have been financed from ernment general budget are shown in the table

are as follows:

Government financial support by

TR 7 G
Public, non-rail transportation 8 5000 11350000
161850 10887000
nenities 36000 18000
o 190850 50032000
663700 72787000

B) Enforcement O
independence of

han and rural Islamic councils since year 2000 increased the

tution of municipalities and village administration centers. The
establishment of NGOs as non-governmental public institutions during the same period
promoted environmental activities in urban areas, while enhancing people's participation n
development activities in urban and rural areas.

C) Utilizing more than 150 kilometers of urban and suburban rail systems as well as more than
2,500 CNG buses and over 300 thousand CNG taxis decreased polluting emissions while
facilitating public transport services. Although the financial support of the government to
decrease travel expenses through the promotion of public transport has been effective in
implementing this project, its function has not been very well concerning finished price of
the local economy products and their competitiveness in the business process of the same
markets.
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31. Creating decent jobs and livelihoods

To be completed in final version.

32. Integration of the urban economy into national development policy

To be completed in final version.

33. Challenges experienced and lessons learnt in these areas

a) Housing finance
The housing finance system in Iran is bank-based a itations, including maximum

amount of facilities granted, fixed mortgage 1. f repayment and lack of

correlation between banking facilities and col . inance sector, facilities
are granted by the state commercial banks for ion 1 jpatory construction.
And in the transformation stage of facilities, civil icipati 1 ent purchase. In
the housing transaction sector, Bank: 1 ctor that grants

banking facilities in the framework ontracts. Housing sector’s indicators
show that the housing finance system 1 rable problems and inefficiencies
that are detailed as follows:

Financial system of th® i sed on banking system. The Study of housing

in the methods of housing finance, there is not any

a titution® in granting housing facilities in the country. Despite
the short and lifigiee ongovernmental banks and credit institutions in this field, The
ely authorized Bank-e Maskan to provide housing facilities in
fhis situation there is no possibility of competition, development

and improvement in granti lities among commercial and specialized banks.

In addition, if Maskan Bank as the only exclusive bank-specialized in housing sphere- faces
problems such as insufficient capital, etc., it will disrupt the payment of facilities to the housing
sector.

- Lack of diversity in housing facilities

In the current situation, the granting housing facilities for each section, including interest rate and
predetermined and equal repayment duration is determined and dictated by the CBL This is under
the circumstances that diversifying the types of loans and loan granting conditions based on the
requirements of different regions and income groups that use it, is an inevitable necessity.
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- Inflexibility of banking facilities rate of interest

One of the limitations of housing finance system is the lack of flexibility in facility rates. Rate of
facilities for economic sectors will be determined by the Money and Credit Council and banks are
required to grant facilities within the approved rates, without taking into account the credit risk and
duration of facilities. This limitation in the condition of inflation in the country, especially for long-
term facilities would be to the detriment of banks and this is the reason of the unwillingness of
banks to pay long-term facilities that is suitable for the sector.

- The low ratio of the amount of facilities to the value of residential units LTV

The low ratio of the amount of facilities to the value of resid units is one of the challenges

facing the housing finance system. Firstly, low LTV rati decreased effective demand for
housing and those who enter the housing market have hi

able to convert other belongings to housing.

s and considerable savings or are

- A high debt-to-income ratio

nd cash transactions in the sector are completely ineffective in
. In 2011 the proportion of property tax to total tax revenues is

2.6 percent and the prop@ property tax to total governemnt revenues is 0.9 per cent.

b) Supporting the local economy

Insufficient resources, increased demand, the diversity of projects, increased prices and lack of
adequate supervision on projects, are the most important challenges facing supporting the local
economy.

Lessons learned from dealing with these challenges include developing the necessary rules and
regulations, institution building and monitoring and control over projects.
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34. Future challenges and issues in these areas
a) Access to financial resources for housing finance
- increasing the contribution of housing investment market in the housing finance resources

Considering the limited resources of the banks to grant loans including those for purchasing and
construction, a change in the approach in the housing sector financing in using the capital market
capacities is necessary. Therefore, legal reforms and re-engineering in practices of this approach is
one of the challenges in this area.

- Requirements for system development in housing financ

Despite the housing finance needs for the investment mar] ere are many obstacles facing the

development of mortgage securitization. Factors such ization of the financial sector as

well as legal, institutional, monitoring requirem

system include:

(A) Fixing macroeconomic instability

Stable macroeconomic envitonment, development of legal environment, competitive market
structure, standardization of mortgage instruments, methods of making the right mortgage contracts,
secondary marketing skills, desirable methods of service, better implementation of risk
management, the development of institutional investors, are considered as the requirements of the
secondary market.

- Removing the obstacles to increasing the amount of loans to housing prices (LTV)

One of the strategies to improve the LTV ratio and increase the ability of applicants in home
purchases, is increasing the limit of housing facilities to at least 50% of the price of a residential
unit. To encourage and develop a tendency to pay these facilities in the banking system, some
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resources should be deposited to banks on behalf of the government to reduce some of the
installment amounts paid by people. Therefore, the provision of these resources in a way that is not
inflationary is a concern for policy makers.
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- Inefficiency of the increased level of facilities

In order to avoid the effects of the increased level of facilities in home prices, paying attention
to an increased supply and housing market control policies by means of taxation is necessary.

- Removing the monopoly of Bank-e Maskan as the only specialized bank

In order to increase the competition in the granting financial
as rate reduction of facilities, increased willingness to

ilities and gaining benefits such
or long-term housing facilities,
specialized in housing domain, is

- Creating a Houisng loan Savings Fund

Governments in all countries are committe 1 ance system and are
widely involved in mortgage market through

To compensate for tf prtcomings, the land and building funds could the beginning of a
structural transformation th the system structure, and while carrying out this transformation and
shifting the supply towards efficiency, could further impact on the conservation of land and

building demand and also reduce the impact of speculation.
- Financing through mechanism of escrow accounts (Escrow Accounting)

Considering the problems and challenges in the field of buying real estate in the country, and
lack of allocation of funds paid by the purchaser in construction that leads tothe prolongation of
construction, the loss of trust between the customer and the builders, lack of willingness for
micro-investments in the housing sector, reduced chance of house purchases by the moderate-
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income households in the country, design and development of escrow accounts for the financing
of projects that will be completed and financed through advance sales is necessary.

B - Supporting the local economy

Challenges in supporting local economy include lack of resources, increasing demand, diversity
of projects, increased prices and lack of adequate supervision on projects that their resolutions
requires the formulation of regulations, institution building and monitoring and control over
projects.

Targeting the supports of local economy and prioritizing the infrastructure and fixing the
problems of people are recommendations that can be eff ¢ in the efficiency of applied
policies in this area.

In this context the participation of private sector e affairs to the Public, defining
the place of the local economy in the urban e the local and regional skills
and regulating them are some suggestions i eform the future habitat
agenda.



CHAPTER 6: Housing and Basic Services: Issues and Challenges for a New Urban Agenda

35. Slum upgrading and prevention

Informal settlements/ Slums fall into four categories of irregular zones that due to several reasons,
have been either discarded or excluded from the socio-economic, spatial, and physical development
process. The zones include:

Dilapidated fabrics with valuable historical backgrounds,-

Dilapidated fabrics with rural backgrounds,

Dilapidated fabrics with urban backgrounds, informal settlements, and
Dilapidated fabrics with non-urban and inefficient land-

The characteristics of these categories are as follows:

e The dilapidated fabric zone: Residence of 10 e, 2.8 million households, 2.6
residential units in 77 thousand hectares of dilap
o The informal settlements zone: residenc million households and
2.9 million residential units in 56 thous
e Total area of problematic urban zones: 1 i ulation of over 21
million of the total population nationwide an 1
The quantitative and qualitative cha ed to those of
urban fabrics. Some of the most impo es could be summarized as follows:

e The residents’ per capita income §lowe ] ity average; lower endurance of
residential units andhigher denst 1

51ds live in houses with one room or less;
million worn-out residential units, in need of

s made several efforts, either individually or

jel as the World Bank to regularize these areas.
which started within the Urban Upgrading
uded two parts of upgrading and enabling of informal
ational Strategy to prevent the growth of informal and

In the area of urba 3 objectives such as physical upgrading, the enabling of the
neighborhoods and the s were pursued. The overall objectives in the area of structural
reforms included the adjustment of the housing sector’s rules and regulations, housing finance and
allocation of subsidies/subsidization. Parallel to this plan and over the previous decade, the
government has tried to develop legal frameworks (like National Strategy of Enabling Document,
the Law on the Housing Market Regularization and the Law on Urban Regeneration) to expedite the
upgrading and regenerating processes of the urban zones.

The Government has been pursuing the realization of the following objectives:

- Create the ground for sustainable and pervasive improvement of the environmental conditions to
achieve human development;

43



- TForesee future informal settlement expansion and pave the way for the conmstruction of
adequate and affordable housing, delivery of basic services and infrastructures and
accessibility of the low-income groups to them in the city in an formal manner;

- To create the basis for the dwellers of the informal settlements to enjoy the civil advantages
and deepen civil culture, along with their all-out participation in the decision making and
measures at local level;

The following strategic principles present how the above objectives will be realized:

- Integrated plan, budget and regularizing management, upgrading, renewing, empowering
and enabling of the informal settlements at local, physical, social and economic levels;

- Reviewing urban development policies in order to regulate the process of supplying
affordable land to the households;

- Prioritizing the quality improvement of residential
with the aim of gradual enhancement, and preventi
the target zones in the informal settlements;

- Creating a linkage between the pervasive § and aggregate subsidizing
nationwide, with the use of plans and s ector to support the low-
income groups;

- Regularization management of the info abrics, based on the
community participation and the dwellers’

- Providing rapid accessibility néiworks, civil s

- Taking advantage of the po : i ial capacities of the old and central
fabrics of the city;

- Formulate a comprehensive plan 2 i foreseeing framework for the
regularization and g2 : 1 ition, urban upgrading and
resettlement;

Localization 1c ; <. t rules and regulations of urban

ent and upgrading of housing
entrification of the dwellers from

urrent with the start of the country’s Second Economic,
ave gonghthrough four more development plans. Amongst the
important goal ent plans for the housing sector was improvement in the access was
hg and base services for all households. The changes in housing
and land policies and ¥ 2’s caused by them during these years and within the Second to

Fifth Development Plans € described in short as below.

A. The Second Development Plan 1374-8 (1995-9)

The main approaches for the supply of housing in the Second Development plan was a heavier
emphasis on market tools both on both the supply and demand sides, to offer land at market prices
and to use the funds from the sales for building supported housing and upgrading distressed urban
fabrics. On the supply side this was done through the encouragement and propagation of savings,
mass building, building smaller units, paying direct subsidies on bank interests, and a reduction of
the government’s involvement in construction, and on the supply side through sale of land at market
prices and using the resulting resources for the construction of supported housing, the opening of
the land market with the goal reducing government’s role, and the continuation of policy of offering
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readied land with priorty given to mass builders. The operational problems of this plan was an
increase in the price of housing at a rate equal to inflation and the growth of informal settlements.
Its main benefits were the improvement of land efficiency, lowering the advantages given in the
offering of government land and movement towards the creation of new market institutions and
improvement in the overall performance of land market.

B. Third Development Plan (1379-83) 1990-94

The main approach in the Third Plan was regulating the housing market and improving the
performance of the open market through the opening up of the financial and credit markets and the
encouragement of financial institutions to enter the housing sector by allowing them to set banking

e land market and reducing the

rates in loans, increasing the ceiling for housing loans, openin
government’s role in it and the sale of land through auctio e construction of rental or rent to
tax breaks, and the offering of
land and credit. The consequence of implementing t icl ssessed as an increase in land
and housing prices with a rate equal to that of 1 share of mass building of

housing units and the growth of informal settl

The principle approach in this pla: the supply of housing through the
increasing of the direct involvemen 0 tead of indirect involvement and
guidance. The implementation of the al Housing reconstruction plan,
injecting direct banking faeilities from th&{8e 3 ent facilities into the Mehr

rojects, madequate financial resources within the framework of
¢ suspension of land management systems and the subsequent

D. Fifth development plan 1399-93 (2010-14)

The previous goals and policies continued in this plan as well and that the approach of increasing
the direct involvement of the government in the housing market and the wider implementation of
strengthening supply with the objective of controlling the housing market and increasing economic
justice in the housing sector was pursued by the planners. The clear results of this plan was an
increase in housing prices in line with inflation, and the continued growth of informal settlements.
The implementation of the Mehr and Rural Reconstruction housing programs accelerated during
these years. The program for giving deeds to rural housing units and the one for relocation in
information settlements alongside offering reconstruction loans were part of this plan. For that
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reason the fulfilling of the housing needs of some households and the expedition of the
reconstruction of distressed urban fabrics can be considered as some of the benefits of this plan,
while improper locations, lack of required coordination for the offering and infrastructure and over
structure services, and lack of synchronization between urban and land development plans were part
of the implementation problems of this plan.

The housing sector’s performance

The housing sector’s performance has improved the housing acc
therefore the housing shortage from one household per h
units to 1165 in 2013.

essibility for urban households;

ous';ﬁ in 2005 decreased from 1642

2006 2011 2013
Description . .
Housng Household | shortage Ho Household | sh Homilg Household | shortage
stock stock
Urban 11432 12406 974 1478 542 646 16200 645
Rural 4428 5096 173 5 585 5382 | 5902 520
Total 15860 17502 164 1 21186 1231 20937 | 22102 1165
Despite the positive es mad ousing 1on, stati show that there are more than 3
million worn-out rest units @ the urb as of the country in need of reconstruction.
ere are i idential Whits in informal settlements suffering from
: t- er Gapita living space, and access to facilities and

recent years have resulted in the sharp decrease of
ple. So despite the reduction in the built-in area used
capita area of the residential unit increased from 25 to

100 27

Despite the promising trend in housing production, developments at the macroeconomic level and
increases in housing prices has reduced the home ownership rate and has increased tenancy. During
2005 to 2013 home ownership rate declined from about 72% to 67%.
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Also, the housing affordability index, which shows the average price of a housing unit, increased
from 8 to 12 times.

Currently, the housing sector of the country is faced with the crisis of accessibility for about 40% of
the low-income groups to affordable adequate housing. This is the main challenge facing the Iranian
government today.

Low-income relative housing condition (the four lowest income deciles)

Description : - | Low-income groups | Total society average

Ownership (%) — 508 T 66.8

With non-durable houses (%) 49 19

Affordability index (equivalent) 12

Due to this challenges the “Mehr” housing sc en implemented since
2008, aiming to decrease housing final costs thr f land on which the
buildings wereconstructed. The Mehr housing sch the largest social
supportive schemes in the provision g volution when
the government of the time was 1 problem of the low-income groups

General characteris

1980

198133

31957

7553256

145253

This project has faced numgous challenges, the most important of which are the lack of suitable
locations due to the location of state lands and the total volume of liquidity due to a considerable
increase in bank grants that led to an increase in inflation.

Following these challenges, the eleventh Iranian government, aiming at integrating social welfare
and housing plans, has put “Social housing Plan” on the agenda.
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37. Ensuring sustainable access to safe drinking water

Tranian Government has made a major investment to provide safe drinking water during the past
three decades. Currently in the urban communities of Iran, 99.1% of households have access to
municipal water networks and in rural communities 74% of households are enjoying drinking water.
It is noteworthy that other factors such as family income level (average revenue per household) and
health standards can have a significant impact on water consumption.

At present, Iran is one of the countries that are faced with drought crisis. About 90 percent of the
country is located in the arid and semi-arid areas and renewable freshwater resources of the country
are now around 130 billion cubic meters, 96 billion cubic meters of which are used (more than 92%
of renewable resources) in different sectors as drinking, industry, agriculture, etc. Considering 20
billion cubic meters as environmental water rights of rivers and wetlands, the country has reached
its peak in water harvesting of recoverable national resourc, wever, in other countries, on
average, about 65 percent of renewable freshwater resource xploited.

It should be noted that in the current situation that
recoverable freshwater (out of 130 billion cubic m

paching the peak of exploitable
water resources, about 110
6 billion cubic meters is

Iran has attempted for years to inve roviding drinking Water to provide
more facilities for a greater part of t ation. desalination technology in coastal
south line, is one of these cases. The sha 02 013 was less than 3% of the fresh
water located in Persian Gulf while the apaci ¢ facility is equivalent to 106

and to enable sustainab inking W that the most important part of this policy
are as follows:

ensive Planning in the sector of drinking water supply

comprehensive plan to achieve qualitative and quantitative
indicators of water an@lsanita both at national and international levels in order to enhance
national health and publ;

> Diversification of financial resources in funding water projects.
Financing, mobilizing and diversifying the financial resources with emphasis on non-governmental
resources and attracting domestic and foreign investments, appropriate to the water and sanitation
sector’s development strategies.

» Risk management implementation
Development of risk management and crisis and passive defense in designing, construction and
exploitation of the installations with the approach of monitoring of the delivery of services and
reduction of the drinking water structures and constructions vulnerability
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» Customer orientation and consumers rights
Enhancing customer satisfaction and client rights through the establishment of systems to respond
to customers, enhancing productivity, improving service quality indicators.

» Using new technologies in water production and harvesting
Diversifying the production and distribution of drinking water systems and utilizing unconventional
water resources (such as rainwater harvesting, using air humidity, water distribution stations,
desalination, water packing, double-networked systems, separating the different uses of water, etc.)

» Reforms in drinking water pricing system

Developing cost-based pricing, modifying tariff methods and simplifying tariff structures for water
services.

» Development of monitoring systems
Developing and implementing a comprehensive system
quantity of water resources in drinking and safe wat
necessary standards and regulations to prevent envir

ize and monitor the quality and
pecially nitrate) and enforcing
ts as well as discharge of raw

38. Ensuring sustainable access to bz
The nominal capacity of wastewater trea ants illion cubic meters per year and if

the existing trend continugss: : [ ; ced in the country including
urban and rural areas wi i

: des, has caused a rise in producing wastewater.
Declining effects could & i 1 ing'the quality and technical efficiencies. Providing

acce i : ccome one of the central areas of planning
ant issue has reduced the number of houses

in 2011, when the other sewage (except for the bathroom and
kitchen) of 19.6% of ho s discharged in the surroundings.
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A comparison between the hygienic condition and welfare of the housing units nationwide
and the urban areas in 2006

Area under Total housing units | Amount of sewage | Percentage of
investigation in surrounding sewage in

area surrounding area
Nationwide 15859926 2812750 17.7%

Civil society 11431882 1501021 13.1%

Source: Statistical center of Iran-Census

itation facilities

Percentage of housing units that enj

Public & 7 5
Year drainage | Private aiorbimg ) -Special w.aste Surroundings | Other, (N/A).
Well reservoirs
network
Bathwoom. | 50 | g6 3 5 0.7 12
sewage
f  Kitchen s 48" 0.4 16.9 45
sewage
other 201 0. 46.4 05 196 32
= 6 05 . 1.7
ge
2006 tchen | " 0.9 51.5 05 17.7 7
(]
o 22.6 9 6 05 22.6 2.7
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39. Improving access to clean domestic energy
Attention to the production and consumption of energy derived from renewable energy sources and
clean and renewable fuels has increased during the recent years in Iran.

Utilization of renewable energy resources reduces urban pollution and the consumption of fossil
fuels and at the same time provides for cost of urban management and paves the way to move
towards the green economy.

Since 1996, fundamental and important measures have been taken in Iran, by the establishment of
agencies and organizations that are involved in the management and policy making of promoting
the use of renewable energy sources in the country. These measures are as follows:

v Adopting the long-term and guaranteed purchase of elec
energy SOurces.

ity produced from all renewable

v Imposing taxes on electricity consumption
v commitment to deliver liquid fossil fuel or the ¢ ount of that to the beneficiaries
of the renewable power plants
v Conducting research and innovation 1 erent energy production
technologies from new energy sources
v Providing basic/ fundamental info for the constructi renewable energy
installations
Iranian Government perf n e area n energy
1 Supply er requited by hous ore than 1000 households
ote rur eas
2 truct jects 10.9 megawatt(MW)
Install rms the co 128 MW
4 Small h ower S 65.4MW
5 Ins wer plants biomass sources Capacity: 9.6 MW
cross t ountry
6 Install geoth ts in the northwestern Capacity: SMW electricity
Iran
7 Pilot installation of Central Receiver System Capacity: 250KW
Solar Power Plant
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The Iranian government is faced with the following challenges in the development of clean energy:

Severe competition with the extensive and subsidized supply of fossil fuels

Low tariff for electricity in the country

The need to high financing for the investment in various renewable technologies

International restrictions in transferring technical knowledge and provision of the

equipment from some European countries.

e Enjoy the facilities of relevant international agencies and organizations to develop
knowledge, technology and preparation work in the promotion and expansion of
renewable energies in an appropriate, desirable and unconditional way

o Identifying and clarifying the vulnerability of the energy sector, especially of

renewable and clean energy as a result of climaticghange in the country.

40. Improving access to sustainable means of transport
One of the urban infrastructures that enhances the living hs in the cities, is the urban access

different destinations. Public

law, all streets and other types of pathways 4
committed to develop and maintain the netw
functionality.

e municipalities that are
der to enhance their

Public transport which aims to make

: atra-city transportation, has developed
in quantity and improved by quality & . This development has been the
result of targeting the urban public tgas . d ccess time to the destination,
strengthening the transpostatien fleet, change ¢l consumption, and ease of

Over the last two doQage iti ¢ transportation services in urban areas has
of public transportation services, as well as
increase in_th g : sing this mode of transportation and at the

node pe ; are listed in the following table. One of the
cansport has been the reduced consumption of diesel and
e modified to be compatible to natural gas. Currently,

network. Holding de id€ bf natural gas creates a tendency in owners of dual-fuel public

3 than gasoline. Another successful policy in public transport in
] time to destination at a higher speed. This policy was first
nching of the Bus Rapid Transit (BRT) system.

large cities, has been
launched in Tehran throu$

Establishing rail transport in cities is another option that is less polluting to the environment and
reduces the travel time considerably. Launching rail transport in metropolitan cities of Iran began a
decade ago and is in progress now.

In the Transport Strategy of Iran, the convenient access to transportation via BRT systems and rail
transport is one of the goals that can be pursued in public transport. It allows the ease of access to
intra-urban public transportation/ inner-city public transportation which currently has been formed
in most major cities.
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41. Challenges experienced and lessons learnt in these areas

During the previous two decades, Iran has faced numerous challenges in the housing sector, the
most important of which has been the imbalance between household affordability and housing
prices. The existing trend at the housing market has made housing provision impossible for the low-
income and even a large part of the medium-income households. The then government launched a
scheme called Mehr Housing (Maskan-e-Mehr) in 2007 to tackle the problem. It was planned that
through providing the mid-income households with free or low-cost land and low-interest rate
loans, to make the mass production of hosuingfor a large part of households in need possible. Along
with the above initiative, during the recent decade, the Iranian government has tried to provide the
residents of the urban dilapidated fabrics with housing construction loans in order to renovate the
old and dilapidated housing units as well. In fact, housing produetion has risen sharply, relying on
the government support that caused the general and medium |} of the housing sector to have an
acceptable performance. However, this pattern of gov nt support has resulted in new
challenges facing the housing sector. The increase of staf t over the recent years has caused
disruptions in the functioning of the market, an impoxtanfio] that the financial assets of the
banking system in Maskan-e-Mehr replaced the prifate ’s 1 aent. The pattern of housing
finance and reliance solely on the injection o ank- which results in the
increase in the monetary base- has left notable ic variables, including

for the low-income groups. The esc
been another challenge for the gove sese settlements originates from such

d an increase in the intra-regional

strategy is based on
However, the overlapg

: . dition, the overemphasis on physical
dimensions and ignoringH 1at1€ the missing link that should be

the sector has gone thrd equential cycles of boom and bust. Fluctuations in the housing
sector stems from the maif roeconomic variables. Inefficiency of the Iranian land market and
the increasing role of the old and exclusive players, along with the inappropriate interference of the
urban management body in the market could be considered as other contributing factors in the
persistence of instability of the housing market.

Sudden severe periodical fluctuations in the housing sector and the entry and exit of investments
from one side changed the correlation between income and housing prices and has reduced the level
of citizens' access to adequate shelter. On the other, it prevented the stability in the housing sector to

improve the quality of construction, industrial housing production, and enhancement of construction
management.
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2" challenge: the high price of land

The sharp rise in the price of land is one of the major issues and challenges in the housing sector
during the recent two decades. In the period from 2005 to 2012, the average annual growth rate of
the main variables of production in the cost per square meter in the housing sector has been as
follows:

Land prices: 19%

Construction cost: 15%
These developments cause the proportion of land in the finished cost of housing construction rise
from 48% in 2005 to 54% 2012 and as a result, create more distance between the households’
affordability and the housing price. It should be noted that the increase in land prices over the
previous years has neutralized the effectiveness of a consi le part of the supportive and
monetary policies that have been made.

3" challenge: housing provision is very difficul ium-income groups

In the housing market, high price of land on
demand pattern on the other, made it very diffic

between supply and
ith decent housing

- About 5.3 million urban housel
- About 47.5% of the urban I g i g ownership, were living under the
1 s of the public sector;

even the mid-incom

and housing supply with the pattern of demand for

he following factors:

d mid-income groups to purchase standard housing

land splitting, and the minimum land plot size that is not

and medium-income households affordability

2) Separate an ent non-overlapping housing market for the consumer and
investment dem® ing that shifted a significant portion of housing investment
demand towards astruction of luxurious, large housing units for the upper-income
households and is one of the contributing factors in sharp fluctuations of the housing market.
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5™ challenge: limited and inefficient housing finance system

The housing finance system is not developed enough to be able to respond the demand of its
applicants.

e The banking system has a small share in the total housing finance;

o The mortgage market has shrunk to a great degree and got squeezed, with the ratio of the
mortgage market value to the GDP being less than 1%. This indicator is 10 to 40 percent in
developing countries and more than 40% in the developed ones;

e The housing loan is a negligible part of the housing price. In Tehran the housing loan in
2012, sufficed to just 5 square meters of a residential building. It is 16 square meters in
Esfahan and a maximum 73 square meters in some towns.

e More than 75 percent of banking facilities granted

housing construction and supply that lacked enough

The position of capital markets in the housing fin,

Housing finance is mainly based on the banki

Loan repayment is difficult for low-mcome

Bank-e Maskan is the only bank co

making deposits in the Housing Saving

the previous years went into
s
m hasn’t been significant.

ort-term monetary market;

hase facilities in lieu of

Poor performance of urban planning s : aeffici d policies on one hand and the
ted in the dramatic growth of

in recent years has led to pushing low-income groups from
the informal settlements.

furing recent years, has caused much damage to valuable historical

within these fak
e Unplanned interv
fabrics.

8™ challenge: inefficiency of the urban planning and management system

e Urban planning system has failed to regulate the flow of land supply in an appropriate way
to maintain a balance between the demand and supply of land;

e Despite extensive investment in new towns, they have not been able to gain the expected
success in attracting people;

e Urban rules and regulations lack the necessary compatibility with the characteristics of
urban low-income groups in most cases that led to the growth of informal land market.
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The over reliance of the urban management income system to the revenue gained through
construction activities and sale of extra urban density during the recent two decades, in practice, has
increased land prices in urban areas and thereby has caused an increase in housing prices. Lack of
control over this process can lead to the failure of all medium-term housing plans.

9™ challenge: The construction industry lacks optimum efficiency.

Construction period, construction costs and energy consumption in the construction sector is very
high.
e Utilizing the industrial production method is still rare

production is negligible.

e Market instability has increased the risk of investm
a structural obstacle against development of tec

e The production is made in small scale.

d the share of industrial house

ew technologies and this has been

10™ challenge: regional inequalities in housing

Severe regional inequalities in the ut ction and distribution, is one of the
problems and challenges to be coped [ country's borders are faced with
income poverty on the one hand and unfa housi on the other. In many of these

areas housing cosntrucfi ' : kets lack modern housing
development agencie
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