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Abstract

Istanbul, the capital city of several empires in history, is among the most well-known metropoles in the world. It is
also identified as the most developed and competitive city in Turkey generating almost a third of the economic
activities and half of the country’s tax revenues. However, its new mayor will face several challenges due to the
uncontrollable growth of the city as well as the deepening economic crisis in the country. The purpose of this case is
to assess the current situation in Turkey and in Istanbul, introduce the most imminent challenges and compare the city
to its rivals in the Middle East and Central Eastern Europe.
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Istanbul aims to become a regional hub in the Middle East and Central Eastern Europe. Following a dubious and long
process of objections and recounting of votes, Istanbul’s municipal elections are set for a second time on June 23,
2019. On the other hand, the new mayor has an important duty to come up with ways and projects to rebuild the city’s
competitiveness as soon as he takes office in order to achieve the goal to become a regional hub.

Chosen as the capital city during three important empires across several centuries, Istanbul is among the most
historic metropoles of the world. At a unique location bridging two continents, it is situated both in Europe and Asia
divided by the Bosphorus. Home to more than 20 million inhabitants representing ca. 25 % of the country’s population,
Istanbul is identified as the most developed and competitive city in Turkey and among the fastest growing metropolitan
areas in the world?®. With a high economic potential, generating almost a third of the economic activity and half of
Turkey’s tax revenues?, Turkey’s economic welfare is very much dependent on Istanbul and vice versa. As a
consequence, as of 2019 Istanbul is facing several challenges due to recent developments in Turkish political situation
amid unfavorable economic conditions. Furthermore, the situation is worsened by the uncontrollable growth of the
city’s population due to the large-scale migration from other less developed rural areas of the country and refugees
from neighboring countries in recent years. This, in turn, has led to various problems such as inadequate infrastructure,
heavy traffic and pollution, increasing concerns over security as well as rising costs of living. Moreover, Istanbul’s
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well-documented earthquake risk has been worsened due to deforestation and incessant construction works as a result
of decades of unplanned urbanization. What should the new mayor do to resolve the challenges?

Turkey

The Republic of Turkey is located in the Eurasia region between the South-Eastern Europe and South-Western Asia
(see Exhibit 1). The country has borders with Bulgaria, Greece, Iran, Irag, Syria, Azerbaijan, Georgia and Armenia
and has a total surface area of 783,562 km? and a population of 82.5 million people - the 19™ largest population in the
world3. It is a relatively young country with a median age of 31.7* and a high urbanization rate of 74.6 %°. The
country’s population has increased at a very high rate during the 2015 — 2017 period due to migrations from
neighboring countries, such as Irag, Afghanistan and Syria®.

Turkey’s favorable geographic location at the crossroads between Europe, Asia and the Middle East as well as its
borders with the Marmara, Aegean, Mediterranean and Black Seas make it a natural trade hub and a popular tourism
destination. The country was the 17™ largest economy in the world with a GDP of USD 851.5 billion” and a GDP per
capita of USD 10,6028 in 2017. The country’s purchasing power parity (PPP) adjusted GDP was USD 2.14 trillion®,
and GDP per capita was USD 27,0001 in 2017.

With a total labor force around 31.6'* million people, Turkey is among the largest workforce markets in Europe,
yet there is room for improvement regarding the skills of the employees, cooperation in labor employer relations,
workers’ rights and female participation in the labor force!?. As of 2017, the total labor participation rate was 51.5 %
(71.5% for men and 32 % for women), and the unemployment rate was 13 % (11.9% for men and 15.4 % for women)*3,
The unemployment rate among young people was higher than the country average with 24.5%, and furthermore 24.3
% of all those among 15-24 years old were neither employed nor in education®®,

Turkey is rich in a variety of natural resources, such as coal, lignite, iron, chromite, manganese, zinc, lead, copper,
and bauxite and there is small-scale production of oil which only provides for a fraction of the country’s needs®®. It is
estimated that about one third of the land in Turkey is used for agriculture, and 54.1 % the total employed population
is in services, 19.4 % in agriculture while 19.1% is in industry and 7.4 % is in construction?,

As of 2017 Turkey was the 31% largest exporter in the world merchandise trade with USD 157 billion, generating
0.9% of the world exports, and the 21 largest importer with USD 234 billion generating 1.3% of world imports'’.
The main export merchandises of the country are iron and steel, automotive products, textiles and clothing. Moreover,
Turkey was the 29" largest exporter of commercial services (USD 43 billion, 0.8 % of the world exports) in 2017 with
tourism being the most significant exported commercial service of the country®®. On the other hand, throughout the
years Turkey has been suffering from a negative trade balance as it is a net importer of intermediate goods necessary
for industrial production as well as energy, as the country lacks enough natural resources to supply the home demand.
In order to overcome risks related to supply and to reduce its energy bill, the country is aspiring the role of an energy
trading center in the region between the producer and consumer countries in its neighborhood. As a result, there are
several projects initiated to transport crude oil as well as natural gas through pipelines especially in the south eastern
part of the country®. In addition to the Irag-Turkey Crude Oil Pipeline, the Baku — Thilisi — Ceyhan Crude Oil Main
Export Pipeline and the Trans — Anatolian Gas Pipeline which are already in use, the Turkstream Gas Pipeline project
is expected to become fully operational as of end 2019.

Turkey is a member of several international organizations including NATO (North Atlantic Treaty Organization),
UN (United Nations), OECD (Organization for Economic Cooperation and Development), OSCE (Organization for
Security and Cooperation in Europe), WTO (World Trade Organization), BSEC (Black Sea Economic Cooperation
Organization) and candidate for EU (European Union) membership®. According to World Economic Forum (WEF)’s
Competitiveness Index Turkey ranked 615 among 140 economies in 2018, while it ranked 53" in 2017%. The country
is identified to have “relative strengths on infrastructure, public health and the innovation ecosystem” due to several
infrastructure investments such as upgraded roads, bridges, sea tunnels, airports especially in the western part of the
country within the recent years. Turkey has a competitive advantage regarding its large market size due to high and
young population (ranking 13" and has shown a good innovation performance with strong research institutions as
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well as good publication record within the last few years, but “ideas generated by Turkey’s research community face
many bottlenecks further down the value chain in terms of barriers to entrepreneurship and market functioning”.
WEF’s report also points out to the relatively high inflation rate and negative debt dynamics and states that the
country’s macroeconomic condition is worsened by trade sanctions established by the United States, which has
triggered a currency crisis. Moreover, there are some problems related to the skills of the workforce and the quality
of education and training. Consequently, the country was ranked 116™ on the macroeconomic stability pillar, 77" on
the skills pillar, and 111% on the labor market pillar?%. In the Ease of Doing Business rankings Turkey is ranked 43
economy over 190 countries, with favorable conditions regarding contract enforcement, protection of minority
investors, getting credit, and registering property?. However, there is room for improvement especially on issues
related to the resolution of insolvency, and starting a business in Turkey is not easy compared to other countries despite
some adjustments and improvements in this area within the recent years?*,

Turkey has been facing challenges on several fronts since 2015. The unrest in its southeastern border with Syria;
the shooting down of a Russian military jet in November 2015 and the killing of the Russian Ambassador in December
2016; several attacks by the Kurdish terrorist group PKK (Kurdish Workers” Party) and ISIS (Islamic State in Iraq
and Syria); the failed coup attempt on July 15, 2016 followed by a change in the constitution; Turkish referendum
rallies banned in Germany and Netherlands; arrests of several politicians, public and military officials, academicians,
Turkish and foreign journalists, human rights activists as well as a US pastor led to deteriorating relations with the US
and several countries in Europe. These in turn had dramatic consequences on both the political and economic situation
of the country. Throughout these years the amount of inward foreign direct investments (FDI) started to go down from
USD 18.0 billion in 2015 to USD 10.9 billion in 2017 and is estimated to be USD 10.7 billion in 2018%° (See Exhibit
2). Furthermore, tourism, being an important revenue stream for the country, suffered due to all those unfavorable
conditions and the number of tourists fell by 30%, from 36.9 million in 2014 to 25.3 in 20162 while the revenues fell
from USD 34.3 billion to USD 22.1 billion?’. Following the improvement in relations with Russia and the increasing
number of tourists from Russia, the neighboring as well as Caspian countries, tourism revenues started to recover with
total number of arrivals reaching 32.4 million?® and revenues increasing to USD 32.4 billion as of 2017, marking the
return of international tourists following two difficult years?°.

On the other hand, as of 2018 the aggravating conditions in the political arena coupled with the government’s
unwillingness to limit spending and attempts to influence the central bank’s monetary policy decisions resulted in a
severe currency crisis in August when the Turkish lira depreciated by nearly 40% against the USD compared to the
start of the year. This in turn triggered an acceleration in the inflation within the following months to reach a high of
level of 25% in October®. Turkey’s credit ratings started to fall to either negative (Moody’s and Fitch) or speculative
(Standard & Poor’s) from more favorable levels in previous years®'. Although a sharp interest rate hike by the central
bank helped the currency to strengthen and stabilize up to a certain level, these high interest rates led to a slump in
domestic demand and had a serious negative impact on industrial production, company revenues and employment
levels in the country3?,

Istanbul

Istanbul is the most well-known and developed city in Turkey. Its favorable location along the Bosphorus bridging
two continents, with both natural and historic sights, suitable weather conditions and fertile land have helped the city
to play a very important role in the history of Turkey. Today Istanbul is the most populated city in Turkey with an
official population exceeding 15 million® while the unofficial number is estimated to be around 20 million. Currently
the city is identified as the 8™ largest in the world, and it is home to ca. 25% of the entire country’s inhabitants with
23.8% of them under the age of 15%. Considering that the city’s population was around 4.7 million in the 1980s%®, one
can see that it has more than quadrupled within the last three decades. The population density in Istanbul is calculated
to be 2,849 person/km?, more than 27 times larger than Turkey’s average®®. The increase in the population of the city
is identified to be related to both births exceeding deaths and mass immigration®’.
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Istanbul’s history dates back to 3000 years with the Thracian tribes between the 13" and 11" centuries BC by the
name of Lygos. It was then called Byzantium, the Greek name for Bosphorus, established as a colony by King Byzas
in the 7" century BC. Following its conquest by the Persians in the 61 century BC, Alexander the Great in the 4%
century BC and then by the Romans in the 2" century AD, the city was first demolished and then renovated by
Emperor Constantin in 330 to be established as the Roman Empire’s capital city®® *°. At that time, it was given the
name of Constantinople and became the Byzantine Empire’s capital when the Roman Empire was divided into
Western Roman and Eastern Roman (Byzantine) Empires. Throughout the 4™ and 6™ centuries Constantinople became
one of the largest cities of the western world with its population exceeding half a million*. In 1453 the Ottoman army
led by Sultan Mehmet Il conquered the city and its name was changed to Istanbul. Throughout the 15" to 19t
centuries, it did not only serve as the capital city but also the cultural, political and commercial center of the Ottoman
Empire. Following World War | and the defeat of the Ottoman Empire, Istanbul was occupied by the allied forces.
Following the War of Independence led by Mustafa Kemal Atatlirk against the occupying forces and the freedom of
the country, the Republic of Turkey was established in 29 October 1923, and Ankara became the new capital city.
Even though Ankara is the political capital of Turkey since 1923, Istanbul has always been considered as the financial
and industrial capital of the country due to its strategic location connecting Europe and Asia.

Istanbul, known in the history as the “city of seven hills”, nowadays spans a total area of 5,461 km? with 39 districts
and 936 neighborhoods* as can be seen in Exhibit 3. As of 2017, around 65% of the population were living on the
European side of the city*?, where the majority of the industrial and commercial centers are located. The Asian side
which was considered as the residential part of the city till the 2000s is now on its way to host several newly established
industrial zones. The city employs around 21.5% of Turkey’s workforce* and generates a GDP of USD 285 billion,
representing almost 30.5% of Turkey’s total GDP, and its GDP per capita of USD 17,8274 is much higher than the
country’s average. Elected as the European Capital of Culture by the EU in 2010, Istanbul is an important visiting
place for tourists. Being the 9" top destination city in the world, it attracts ca. 35-40% of all the tourists coming to the
country and generating 37-42 % of the tourism revenues? “6, In addition, Istanbul is Turkey’s aviation hub and hosts
Turkey’s leading clusters in finance, logistics, construction, textile, media, and entertainment industries. It is also the
home to Turkey’s most prominent public and private higher education institutes like Bosphorus University, Istanbul
University, Koc University, Sabanci University, Istanbul Technical University, Marmara University, and Yildiz
Technical University. As a result, Istanbul is Turkey’s most competitive city, and most of the multinational enterprises
in Turkey are headquartered there. Welcoming many ethnicities with an open culture for decades, Istanbul is the heart
of Turkey for arts and sports as well, where the country’s most reputable sports clubs Besiktas, Fenerbahce and
Galatasaray are located.

In order to support the city’s growing population and make it more attractive for tourists the government put special
emphasis on the construction of mega projects within the last few years. Large scale investments were undertaken to
renovate and reinforce the infrastructure of Istanbul, including the Yavuz Sultan Selim Bridge, the third bridge over
the Bosphorus, the undersea tunnels of Avrasya and Marmaray both bridging the European side of the city with the
Asian side, and several major additions to the existing metro lines. Moreover, the Galataport project including a large
cruise port and recreational areas, the Canal Istanbul project, an artificial sea-level waterway to bypass the Bosphorus
and connect the Black Sea to the Sea of Marmara are projected to become operational in the near future. And lastly,
Istanbul’s new airport, which is foreseen to become the world’s largest, became operational as of April 2019. Coupled
with the phenomenal growth of the Turkish Airlines within the last 15 years to become the number one airline covering
more destinations worldwide*, Istanbul is identified as the city with the fastest growing air travel connectivity, and
was able to increase its score by 26 points between 2009 and 2015, This is an important progress for the city as it is
indicated that “a 10% increase in air connectivity comes with a 0.5% increase in GDP per capita”®. As of 2018
Istanbul Ataturk Airport was the 5 largest in Europe regarding direct connectivity, and Sabiha Gokcen Airport was
the top airport in Europe regarding overall gains in direct and hub connectivity over the last ten years™. Apart being
the country’s aviation hub, Istanbul is also the busiest city regarding land traffic with ca. 25,000 km of roads and close
to 4 million registered motor vehicles®, i.e. one vehicle for each 5 person living in the city. Considering the fact that
around one thousand new cars join in Istanbul’s traffic every day®?, the inhabitants are bound to lose a considerable
amount of time in traffic jams despite all the infrastructure investments to reduce the problem.
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Possible competitors in the Middle East and Central Eastern Europe

Being located at crossroads between Europe and Asia, Istanbul aspires to be a competitive trading and finance hub in
the Middle East and Central Eastern Europe in order to attract regional headquarters of multinational enterprises.
Competitor cities of Istanbul include Cairo, Doha and Dubai in the Middle East and Budapest, Prague and Warsaw in
Central Eastern Europe (see Exhibit 4 and Exhibit 5 for the maps and Exhibit 6 for a comparison). The comparisons
are based on GDP per capita, the social progress index, A.T. Kearney’s 2018 global cities ranking, and The
Economist’s hot spots 2025 ranking. The social progress index is a tool that measures 12 indicators under the pillars
of basic human needs, foundations of well-being, and opportunity®3. A.T. Kearney’s index looks at 27 indicators under
the areas of business activity, human capital, information exchange, cultural experience, and political engagement®4,
Finally, The Economist’s hot spots 2025 ranking uses 32 indicators across eight categories: economic strength,
physical capital, financial maturity, institutional character, social and cultural character, human capital, environment
and natural hazards, and global appeal®.

Cairo is the capital of Egypt. It is located on the coast of the Nile River in Northern Egypt, quite close to the
Mediterranean Sea, the Red Sea and the Suez Canal. While Egypt has a population of nearly 100 million (14" largest
in the world)®8, Cairo’s population is around 20 million®”. The population is quite young with a median of 24.8 years®8.
Egypt, which was part of the Ottoman Empire from 1517 to 1867 and under British rule from 1882 to 1952, declared
its independence in 1953%. Egypt has a PPP adjusted GDP per capita of 10,319 USD, and it ranks 95" in the social
progress index®. Its strategic location connecting the Mediterranean Sea and the Red Sea makes Egypt and its capital
a natural hub for international trade. Leading industries in Egypt include agriculture, tourism, construction,
automotive, petrochemicals, and financial services. According to the social progress index, the country performs
poorly in areas related to personal rights, inclusiveness, personal safety, health and wellness, access to information,
and environmental quality®!. While there are occasionally terrorist attacks on tourists in Egypt, the Arab Spring
revolution that took place in 2011 is yet to bring a true democracy to the country®?. Cairo ranks 65 in A.T. Kearney’s
2018 global cities ranking and 106" in The Economist’s hot spots 2025 ranking (see Exhibit 6).

Doha is the capital of Qatar, which is located in the Arabian Peninsula on the shores of the Persian Gulf. It is a
small country with a population of 2.7 million and total land area of 11,610 km? %3, Qatar gained its independence in
1971 following the British rule since 1916%. Today Qatar leads the world with a PPP adjusted GDP per capita of
118,207 USD thanks to rich oil and gas reserves; however, it ranks only 57" in the social progress index®. Starting
from the 1990s the economy has diversified from hydrocarbons into different sectors including media and financial
services®®. Qatar Airways is the country’s five-star airline, and the country won the bid to host the Football World Cup
in 2022. To meet the economic boom the country has received significant immigration of workers over the years, and
Qataris make up only 15-20% of the population®”. The Qatar National Vision 2030 targets to invest in human
development (education and health), social development (family values and social safety), economic development,
and environmental development®. However, according to the social progress index, there is room for improvement in
the country especially regarding personal rights and inclusiveness®. Qatar was also accused for supporting terrorism
by its neighbor, Saudi Arabia. Doha, which has a population of 1.7 million™, ranks 63" in A.T. Kearney’s 2018 global
cities ranking and 24" in The Economist’s hot spots 2025 ranking (see Exhibit 6). The city grew rapidly from a
population of 371,000 in 1990 sheltering an inflow of south Asian immigrants™, and it was nominated as one of the
New7Wonders Cities, as a city that best represents the achievements and aspirations of global urban civilization™.
The Qatar Foundation established in Doha the Education City in 1997, a cluster of universities, research institutes,
and businesses, which has attracted affiliates of world-famous universities like Carnegie Mellon University™.

Dubai is a state-city. It is one of the seven emirates in the United Arab Emirates, which gained their independence
from the British rule in 1971, and it is located in the Arabian Peninsula on the southern coast of the Persian Gulf™.
Despite its high PPP adjusted GDP per capita of 67,133 USD, United Arab Emirates ranks only 45" in social
progress’®. Areas for improvement relate mainly to personal rights’. While United Arab Emirates has a population of
9.6 million people”™, Dubai’s population is 2.8 million people®. Dubai ranks 28" in A.T. Kearney’s 2018 global cities
ranking and 23" in The Economist’s hot spots 2025 ranking (see Exhibit 6). The economy of Dubai rested traditionally
on the production and export of crude oil. Its government, however, pursued a diversification strategy to make Dubai
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a regional hub for trade and finance by creating free-trade zones and liberalizing the economy”. Growing in double-
digit figures during the early 2000s with huge infrastructure investments, the city became a global meeting place for
exhibitions and trade shows, a financial center for the Middle East, a tourism attraction, and a re-export hub between
the East and the West®. Some of the magnificent development projects of the city were The World Islands, Palm
Jumeirah, Dubai Marina, Business Bay, and Jumeirah Lake Towers. It is the home base to Emirates, the country’s
five-star airline. Following the global financial crises in 2008, the city, having 120 billion USD foreign currency debt
(152% of GDP), faced a serious financial crisis, but it was able to recover from it already in 2012 thanks to its free-
trade zone and zero tax policies®.

Budapest is the capital of Hungary, which is located in Central Eastern Europe between Romania in the East,
Austria in the West, Slovakia and Ukraine in the North, and Croatia, Serbia and Slovenia in the South. The country,
which was under The Ottoman Empire from 1526 to 1718 and part of the Austro-Hungarian Empire from 1867 to
1920, joined the Warsaw Pact and stayed under the influence of communism with the support of the Soviet Union
from 1945 to 198982, Following the fall of the Iron Curtain in 1989, the economy in Hungary adopted the principles
of capitalism and transformed from its communist roots®. The country joined the European Union in 2004, and this
development led to an increase in inward foreign direct investments as the country’s skilled but cheap labor force was
a major factor for establishing production facilities of multinationals, which targeted Western European markets®,
Hungary has a population of 9.7 million people®® and a PPP adjusted GDP per capita of 25,664 USD, and it ranks 36"
in the social progress index®. Key industries in Hungary include automotive, food processing, electrical goods,
pharmaceuticals, information technology, chemicals, and machinery: however, despite the good economic
performance, recent nationalist and anti-democratic behaviors of the Hungarian government led by Prime Minister
Viktor Orban has created worries on whether Hungary is moving away from European values®”. Budapest, which lies
along the Danube River with a population of 1.8 million®, ranks 62" in A.T. Kearney’s 2018 global cities ranking
and 53" in The Economist’s hot spots 2025 ranking (see Exhibit 6). It is the financial center of Hungary with strengths
in commerce, finance, media, research, technology, education, and entertainment®. Budapest is not only a beautiful
city attracting tourists, but it is also Europe’s second fastest developing urban economy®,

Prague is the capital of the Czech Republic, which is located in Central Eastern Europe between Slovakia in the
East, Germany in the West, Poland in the North, and Austria in the South. The Czech Republic was established in
1993 when Czechoslovakia separated peacefully into the Czech Republic and Slovakia. Similar to Hungary, it was a
member of the Warsaw Pact under the influence of communism from 1945 to 1989, and it joined the European Union
in 2004, successfully transforming itself to a market economy. Situated in the heart of Europe, close to large markets
in Western Europe, it offers a suitable business environment with a skilled labor force for multinationals to locate their
European operations®. Today with a population of 10.6 million people®?, the Czech Republic has a PPP adjusted GDP
per capita of 31,339 USD, and it ranks 26™ in the social progress index®®. Prague has a population of 1.3 million®.
Situated along the Vltave River, the city is a major tourist attraction: it is the fourth most-visited city in Europe after
London, Paris and Rome®. It ranks 47" in A.T. Kearney’s 2018 global cities ranking and 54" in The Economist’s hot
spots 2025 ranking (see Exhibit 6). Prague accounts for 25% of the Czech Republic’s GDP, and it was the fifth best
performing region in the European Union in 2007 based on its PPP adjusted GDP per capita®. Main industries of
Prague include financial and commercial services, tourism, pharmaceuticals, food processing, printing, automotive,
and computer technology®’.

Warsaw is the capital of Poland, which is located in Central Eastern Europe between Ukraine and Belarus in the
East, Germany in the West, the Baltic Sea, Russia and Lithuania in the North, and the Czech Republic and Slovakia
in the South. Poland was also a member of the Warsaw Pact from 1945 to 1989. Moving successfully from a
communist economy to a market economy after 1989, the country joined the European Union in 2004 like Hungary
and the Czech Republic. Today with a population of 38 million®, Poland is the 8™ largest economy in the European
Union. It has a PPP adjusted GDP per capita of 26,036 USD, and it ranks 32™ in the social progress index®. Key
industries in Poland are machine building, iron and steel, mining coal, chemicals, agriculture, ship building, food
processing, automotive, and glass manufacturing. Located along the Vistula River, Warsaw has a population of 1.8
million®, The city was renovated from its ruins after World War 11, and today with a quarter of its land covered by
parks, it is one of the most dynamic and livable cities in Europe, aiming to become Eastern Europe’s cultural capital®.
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Warsaw ranks 54" in A.T. Kearney’s 2018 global cities ranking and 43 in The Economist’s hot spots 2025 ranking
(see Exhibit 6). Warsaw was ranked as the 4" business-friendly city in Europe in the 2016/2017 European Cities and
Regions of the Future ranking!®?; however, there are serious concerns that increasing nationalism in Poland under the
rule of the Law and Justice Party is a threat to Europe’s democratic values'®.

Istanbul’s competitiveness challenges

As soon as the new mayor will be appointed it is indisputable that his job will not be an easy one. The most imminent
challenges facing the new mayor are mostly related to the uncontrolled growth of the city. Istanbul, being a center of
attraction was subject to continuous increase in its population due to immigrating from the poorer parts of the country
as well as refugees. The uncontrollable population increase generated a high rate of construction projects and
resultantly some parts of the city started to look like a concrete jungle. These construction projects alongside the
informal settlements of those who could not afford them, are conveying to several problems related to the pollution
of the air, of the sea, of the land as well as safety concerns®,

On the other hand, the increasing number and size of the infrastructure projects mentioned above are leading to
the deforestation of both sides of Istanbul, and the problem is worsened by the increase in the planned and unplanned
housing developments throughout the city resulting in the tremendous decrease in the green areas and the rise in
pollution levels. For instance, throughout its planning and construction phases the 3rd bridge and its roads “threaten
agricultural areas, northern forest regions, waterbodies and water collection areas that form the open-space systems of
Istanbul%, The 3rd airport, envisaged to become the largest in the world and thus increase the attractiveness of the
city, will lead to “a great decrease in living ecosystems”% and to “the defeat of millions of migratory birds traveling
between Africa and Europe annually, air pollution, climate change and drought caused by the destruction of the lungs
of Istanbul so-called Northern Forests and the wetland area”%”. Similar warnings by experts took place regarding the
construction of the Canal Istanbul, a project which “could displace thousands of people, imperil the city’s tenuous
water supply, and impact ocean life1%, and thus cause irreversible damages. Moreover, critics have tried to attract
attention to “the “heat island” effect on the microclimate that arise due to the damages on the natural environment and
establishment of new settlements enabled by the upper scaled land-use and transportation projects in Istanbul%°,
Consequently, Istanbul became more prone to natural disasters such as floods and hailstorms that became
unexpectedly frequent within the last 2 years.

Additionally, the city is well-known to have suffered some major earthquakes throughout its history and there has
been several warnings indicating that the “very high rate of urbanization, faulty land-use planning and construction,
inadequate infrastructure and services and environmental degradation” will increase the earthquake disaster risk even
more!?. A detailed study by Erdil and Durukal in 2008, when the total population of the city was 84.5 % of the current
level, identified that 5% of the total building stock will be damaged beyond repair and 34 % of them will be either
extensively or moderately damaged with a total monetary damage of around $ 11 billion!!!. The authors estimated
that the number of deaths would vary between 30,000 and 40,000 and the number of serious injuries will be
approximately 120,000'*2, When one takes into consideration the substantial industrial facilities in the petrochemical,
automotive, textile, and machinery production sectors with office and production buildings, storage areas and pipelines
as well as cranes, tanks, silos, chimneys and towers in the city, it is not unfair to state that the consequences of such a
disaster will be even more devastating.

On the other hand, the deepening Turkish economic crisis is definitely expected to generate problems for the city’s
economy due to the high interrelationship between Turkey’s and Istanbul’s welfare. Nevertheless, the new mayor will
be facing several problems and challenges regarding the country’s most important city. Is it realistic to become a
regional hub in the Middle East and Central Eastern Europe? What actions should be taken in order to achieve this
goal?
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Exhibit 2. Net FDI in Turkey

M. Mermercioglu, M. Akpinar

Uzbek
Black Sea Caspian Sea
Georgla -
S~ Turkmenista
Y Azerbauan B
QL
Turkey ]
il g
— Syria
Lebanon Iran
Fe < Iraq o
A ]
Israelg T 1
Jordan —

Net FDI in Turkey (USS b)

25.0

20.0

15.0

10.0

5.

o

0.0
"L
,b,’lz "v

K&

Source: Adapted from Republic of Turkey, Ministry of Treasury and Finance (2019)1*4

Published online: June 19, 2019

@'@@@@

N O

7 Sy
0,1'0

>

>
>

© A

Q)
Sy VY
Qqs)

S o"?

A

>

Vv

http://urn.fi/urn:nbn:fi:jamk-issn-2341-9938-66

Finnish Business Review


http://urn.fi/urn:nbn:fi:jamk-issn-2341-9938-66

Istanbul has challenges to become M. Mermercioglu, M. Akpinar

the most competitive city
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Exhibit 6. Comparative statistics of cities in the Middle East and Central Eastern Europe

10

City Population PPP adjusted Social progress A.T. Kearney’s The Economist’s
(million) GDP per capita index ranking of global cities hot spots 2025
of the home the home country ranking 2018 ranking of cities
country (USD)

Istanbul 14.8 27,000 41 26 70

Cairo 20.0 12,700 95 65 106

Doha 1.7 124,100 57 63 24

Dubai 2.8 68,600 45 28 23

Budapest 1.8 29,600 36 62 53

Prague 1.3 35,500 26 47 54

Warsaw 1.8 29,600 32 54 43

Sources: Adapted from Central Intelligence Agency (2019), 2018 Social Progress Index (2018), A.T. Kearney

(2018), and The Economist (2013).
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