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Abstract 

The connection between improved public transit and mobility on the 
fundamental trip between residence and workplace or leisure becomes especially 
important as gasoline prices – affecting the users of private automobiles – 
become prohibitive. Whereas before the crisis housing development locations 
may have been affected predominantly by land values, post crisis development 
may be shifting towards the proximity to public transportation infrastructure in 
order to offset enhanced mobility costs. Transportation nodes, from their initial 
inception, have been organizing forces in a city’s housing development policies. 
At the same time, driving and the use of highways has been a fact of life for 
many people in Cyprus who live in circumstances that demand car travel. At the 
community level, local governments are beginning to establish development 
policies to promote this enhanced connectivity by relating transportation cost 
savings resulting from new housing development at points of exchange that 
allow enhanced connectivity to the primary destinations of work and basic 
services. Incentives used for new development to locate near transit lines and 
stations are explored, as are design guidelines for projects aimed at improving 
access beyond public transit stations to a network of arterial roads that improve 
mobility options. Alternatives in the use of the automobile to connect local 
destinations are investigated, such as at the nodal points of education, healthcare 
and retail and professional services. 
Keywords: social housing, housing policies, housing finance, housing demand 
indicators, transit oriented development. 

1 Introduction 

Cyprus in general and the Nicosia Capital Region in particular, as a result of the 
economic crisis that has significantly affected the housing market, have 
prompted initiatives and policies to couple and revisit the topics of transportation 
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and land use. These initiatives in conjunction with an increasing demand for 
transit-adjacent housing, puts pressure on governmental organizations – such as 
the pertinent public troika of the Department of Housing and Planning, the Land 
Development Corporation and the Housing Finance Corporation – to expand 
their offerings of housing stock, which is both affordable and well connected to 
the urban transportation network. This becomes especially important given plans 
to introduce a light rail or tram and/or bus rapid transit system in four major 
transportation corridors in the Nicosia Capital Region. 
     This is a phenomenon that has been observed to increasingly occur as of late 
due to the financial constraints that have been placed on urban households as a 
result of the financial crisis. One pertinent example is reported by Audrey 
Desmuke [1] who notes that as recently as May of 2012, the Los Angeles 
Housing Department, in collaboration with the organization Reconnecting 
America, released a study on the Preservation in Transit-Oriented Districts with 
the goal of ensuring that all families and workers are able to move to or to 
continue to live and work in transit rich neighborhoods. One way to achieve this 
goal is to preserve existing affordable housing and rent stabilization ordinance 
(RSO) housing stock near transit centers [2, 3], as the principle of economic 
competitiveness relies on offering housing for workers of all incomes and  
low-and-moderate-income workers demand additional housing adjacent to an 
efficient transit system. 
 

2 The case of Cyprus – demographic overview and 
microeconomic background 

According to the International Union for Housing Finance 2011 report [4], 
Cyprus has approximately eight-hundred-thousand inhabitants. Over the last five 
years its population has experienced positive growth, mainly through a high 
migration rate, although this rate has steadily declined from 2.3% in 2005 to 
0.2% in 2009. The largest age group is that of those aged between 21 and 44 
years (36.7%), followed by those under 21 (26.5%) and then by those aged 
between 44 and 65 (24.8%). However, given that most of the migration received 
in the last few years has been middle-aged or elderly people, the country will 
have to face a rapidly aging population, which will affect its housing and 
mobility needs and may represent a burden for future public sector budgets. 
     Cyprus experienced a high level of economic growth between 2005 and 2008 
with an average real GDP growth rate of 4.18%. That period was characterized 
by austerity plans that would eventually allow the country to join the euro in 
January 2008. Nevertheless, this growth was abruptly discontinued following the 
global financial crisis, which saw the country fall into a recession with a negative 
growth rate of -1.7% in 2009, mainly due to the slowdown in the tourism and 
construction sectors. The unemployment rate, which had also been decreasing 
over the last five years, rose in 2009 to the same level as it was in 2005 (5.3%) 
and continues to rise. The inflation rate had been stable at approximately 2.15%; 
however, it witnessed a 102.8% increase in 2008 (caused by high commodity 
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prices and an increase in final demand) and then dropped to a value of 0.17% in 
2009. The service sector is the major contributor to the GDP of the country, 
representing 78.9% of GDP and accounting for 71% of the labor force. The 
drivers of the service sector are financial services, real estate and tourism and a 
slowdown in these sectors has clear effects on the country’s economy, which 
currently has an increasing budget deficit, thereby infringing the EU’s budget 
criterion which seeks to limit such deficits to no more than 3%. 
     Cyprus has approximately 375,000 dwellings, which accommodate 275,000 
households, the average size of which is 2.8 people. This high ratio of dwellings 
versus households was highly influenced by the boom years, when 
approximately 6% of the GDP was dedicated to investments in housing. Despite 
the fact that the growth rate of the real fixed investment in housing was negative 
in 2008 and in 2009, in 2009 there were 18,200 house completions and 16,700 
new building permits were issued. Therefore, there does not seem to be a 
housing supply shortage in the country at present. What a perceived anomaly 
may be, however, is the location of the affordable housing units within this stock 
and their proximity or easy access to the work place, not to mention the 
increasing need to utilize public transit rather that a private vehicle for the trip to 
services and the workplace. The data is from the March 2013, Eurostat, main 
tables and database report [5] and indicate distribution of population by dwelling 
type, tenure status, overcrowding rate and severe housing deprivation. Though 
the values for Cyprus stand it in good stead, these are worsening as a result of the 
crisis with all indicators shown on the rise. 

2.1 Housing market: tenure, loans and government policies 

The division of the island into the Greek and Turkish areas in 1974 has led to a 
variety of atypical tenure categories, such as refugee estate, a Turkish Cypriot 
house and self-help schemes aimed at refugees. Housing of the persons who have 
not been affected by the enforced division and displacement is mainly provided 
by the private sector, but a number of low-cost housing schemes have also been 
introduced since the 1980s, aimed mainly at supporting low to middle income 
families acquiring a home [6]. Dwellings are mainly owner-occupied (61.8%). 
Otherwise, they are primarily rented from private landlords (18.7%). 
     Therefore, the rental market of properties owned by the government or by 
social landlords is not overly developed in Cyprus. In any case, the quality of 
most dwellings is very high given that more than half of the country’s stock has 
been built since the 1980s. In Cyprus, the main lending institutions are the 
commercial and the cooperative banks, which offer both variable and initially 
fixed rate mortgages. Currently, the representative interest rate on new mortgage 
loans is 4.82% and the residential mortgage debt to GDP ratio is 74.44%, which 
suggests a developed housing finance system. This ratio rapidly increased over 
the last five years, and in October 2009 this ratio was three times higher than that 
observed in December 2005. Nevertheless, it seems that this rapid growth will 
not continue in 2010 as demand has recently been falling and banks have been 
tightening their lending standards. 
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     Funding of housing loans comes mainly from bank deposits. The Government 
of Cyprus is currently preparing legislation for the establishment of a covered 
bond market in order to enable financial institutions to issue covered bonds for 
the financing of mortgage loans. Cyprus sets transfer and stamp duty taxes on 
house purchases, whereby buildings are subject to VAT at 15%. There is also an 
annual property tax and a tax on capital gains at the moment of the sale of the 
dwelling. However, there are a number of government actions such as a grant for 
dwellings of less than 250 square meters, subsidized prices or reduced interest 
loans, in line with the country’s policy to promote owner occupation, which 
particularly benefits low and middle-income households. 
 

2.2 Social housing in Cyprus 

Most housing in Cyprus is provided by the private sector, which offers a variety 
of residential options, generally affordable to different income groups [7]. In 
order to support and supplement the private sector, the government established  
in 1982 the Cyprus Land Development Corporation (CLDC.) and the Housing 
Finance Corporation (HFC.). The objectives of the two corporations are 
respectively to supply building plots or houses at reasonable prices and provide 
long-term housing loans (with lower interest rates for low-income groups). 
Furthermore, today 13,500 refugee-households are still living free of charge in 
housing estates constructed and maintained by the government. Both agencies 
work jointly towards enabling medium and low-income groups to acquire a 
home. The Cyprus Land Development Corporation builds and sells houses and 
building plots at a subsidized price to medium and low-income households, 
while the Housing Finance Corporation and the government provide low interest 
loans to the purchasers of these dwellings. The provision of housing for families 
displaced as a result of the partition of the island in 1974 has also been a key 
priority for government. Since then, approximately 75,000 families have been 
provided with shelter or assisted to acquire a new house by the State. 
 

2.3 Access to social housing in Cyprus 

Up to now displaced families and refugees, low-income families and persons 
living in disadvantaged areas have been the main target groups of most current 
social housing schemes. However, given the stricter lending criteria in Cyprus in 
face of the crisis, as mentioned above, the private sector continues to restrict 
access of households to housing loans in 2013 and in the foreseeable future, as 
credit institutions continue to adopt stricter lending criteria for housing loans to 
households. This puts Cypriot families between a rock and a hard place, 
especially given that in the case of Cyprus, the concept of social rental housing is 
not clearly established. In the past, the government has, from time to time, 
implemented a number of housing schemes with the purpose of assisting various 
social groups, but there has been no comprehensive policy framework to date. 
New housing schemes are now being introduced for a wider range of target 
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groups including large families, low-income families including recipients of 
public assistance and persons with disabilities, evaluating the financial impact  
of access to housing for these vulnerable communities as evidenced in Table 1 
below [8]. 

Table 1:  Degree of severity of financial impact of access to housing on family 
income (% by categories of population – ‘large’, ‘small’ and ‘no’ 
impact on the vertical scale by year (rows) & ‘% of total’ population, 
‘% of poverty level segment’ and ‘% of non-poverty level segment’ of 
the population on the horizontal scale (columns). Source: Cyprus 
Statistical Service (CyStat). 

Year 
Financial Impact of 
Access to Housing 

% 
Total 

% Poverty 
Level Segment 

% Non-Poverty 
Level Segment 

2008 Large Impact 67.4 79.7 65.1 

  Small Impact 29.3 17.5 31.6 

  No Impact 3.2 2.8 3.3 

2009 Large Impact 63.8 76.3 61.5 

  Small Impact 28.7 18.6 30.6 

  No Impact 7.5 5.2 7.9 

2010 Large Impact 69.4 76.9 68.1 

  Small Impact 26.0 18.1 27.4 

  No Impact 4.6 5.0 4.6 

2011 Large Impact 72.7 81.2 71.3 

  Small Impact 23.0 15.2 24.3 

  No Impact 4.3 3.6 4.4 

 
     The opportunity therefore exists to profile the users falling in the category 
outlined above and to integrate housing and transit-oriented development as a 
strategy in facing the effects of the crisis on access to housing by those 
vulnerable groups in the Cypriot community. 

3 Integrating goals for improved mobility with the 
development of social housing 

In deciding who may be best suited to integrate goals for improved mobility with 
the development of social housing using the transit oriented development model 
as a catalyst, may not be a simple matter. On one hand, research, such as  
that carried out at the University of California Transportation Center, reveals that 
there exists a significant ridership bonus associated with transit oriented living 
and further suggests that residential self-selection significantly accounts for this 
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bonus [9]. On the other hand, self selection does not diminish the importance of 
planning for and building transit-oriented residences. If the marketplace 
functioned perfectly, then a case might be made for governments to get out of the 
way so that producers and consumers can sort themselves into station areas 
unfettered. However, marketplaces are not perfect, whether due to private 
developers’ inability to finance new construction, exclusionary zoning, imperfect 
information or negative externalities and other such frictions to residential 
mobility suggest that there exists a legitimate role for the public sector – and in 
the case of Cyprus the troika of public authorities mentioned above – in breaking 
down barriers to help nurture TODs. Findings of self selection underscore the 
importance of introducing market-responsive zoning in and around transit  
nodes – zoning that acknowledges that those living near transit tend to be in 
smaller households with fewer cars and who rely on public transit to get to work 
and to access good and services. 
     The research team at the University of California Transportation Center 
presents case studies conducted in several U.S. rail cities – notably San Diego 
and Mountain View, California, Portland, Oregon, Bethesda, Maryland and 
Arlington, Virginia – which have pro-actively zoned for housing near rail 
stations [10]. Most of these case studies, however, also show that these 
communities in order to maximize economic development have focused on 
zoning for commercial development in hopes of producing higher property tax 
receipts than normally yielded by transit oriented housing projects [11]. On the 
other hand though and besides supportive zoning, a number of other recent 
public policy initiatives have been mentioned with the aim of prompting the 
development of transit-based housing. A noteworthy federal action in the U.S. 
has been the allowance of transit agencies to sell land, such as parking lots, to 
private interests for the purpose of converting parking lots to housing and  
to date, transit properties in Washington, D.C., Atlanta, Portland, Southern 
California and the San Francisco Bay Area have used this opportunity to 
leverage affordable housing projects on former parking lots. 
     In the San Francisco Bay Area, several public agencies have been especially 
proactive in promoting transit-based housing. For example, an entity known as 
the Metropolitan Transportation Commission has set aside €6.67 million under a 
Housing Incentive Program (HIP) as grant funds for local jurisdictions that 
locate compact housing near transit. To qualify for funds, a proposed housing 
project must be within a half kilometer walk of a rail or tram station or bus route 
and provide at least a dozen units per hectare. Grants of €1500 per unit are being 
provided for projects built at twenty five and higher units per hectare. Several 
Bay Area cities have used HIP grants to raise densities and increase the 
affordable component of transit-based housing projects. Even sub-regional 
governments have introduced incentive programs. The San Mateo City-County 
Association of Governments (C/CAG) authorizes €1500 in State Transportation 
Improvement Program (STIP) funds for each bedroom built within half a 
kilometer of a rail station and at a density of 20 units per net hectare or more. In 
fiscal year 2000–2001, more than €1.63 million of STIP funds were transferred 
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to local governments as a reward for adding more than 1,200 bedrooms in  
high-density housing near rail stops. 
     Lastly, the research above underscores the importance of targeting 
workplaces, not just residences, to rail station areas. For TODs to have a 
substantial impact, they must provide accessibility advantages over the private 
car, something which occurs by putting more destinations, like workplaces, near 
stations in addition to providing fast, frequent, and reliable transit services. 
Placing work sites near transit, however, is not enough. Free employee parking 
and other car subsidies will often prompt even those who live near transit to 
solo-commute. In Cyprus, at least, given the plans to introduce rail transit and 
park-and-ride facilities at key locations along proposed transportation corridors 
in the Nicosia Capital Region, the troika of public entities mentioned above must 
promote employer-based policies that eliminate free parking and provide good 
pedestrian access to the workplace if TOD is to draw significant numbers of 
residents to trains and buses. 

3.1 Trip reduction impacts of transit-oriented housing 

Clear policy directions fall out of the research work above and the appreciably 
lower trip generation rates of transit-oriented housing projects call for 
adjustments in the measurement of traffic impacts. For peak periods (that often 
govern the design of roads Vehicle Trip Reduction Impacts of Transit-Oriented 
Housing and highways), the research shows that transit-oriented apartments 
average around one half the norm of vehicle trips per dwelling unit [12] and the 
communities that promote smart growth principles in their urban design 
guidelines that lower the need to make vehicle trips should be rewarded in the 
form of reduced traffic impact fees and exactions. The expectation is that 
developers, private or public such as the Cyprus Land Development Corporation, 
would pass on some of the cost savings to tenants, thus making housing more 
affordable near transit stations. 
     The research above also indicates that the trip-reducing benefits of TOD call 
for other development incentives, such as flexible parking codes, market-
responsive zoning, streamlining the project review and permitting process and 
investments in supportive public infrastructure. Evidence of trip de-generation 
also suggests TODs are strong markets for car-sharing. Recent research in the 
San Francisco Bay Area reveals that those who participate in car-sharing lower 
their car ownership levels by around 10 percent, with higher vehicle-shedding 
rates among those living near rail stations [13]. The failed Plus-Two for the 
Limassol Avenue corridor in Nicosia did indeed have as an aim to combine 
reduced off-street parking and increased car-sharing options that would have 
yielded other benefits, including reducing the amount of impervious surface  
(and thus water run-off and heat island effects) and the creation of more 
walkable scales of development. Such practices may be seen as market-oriented 
responses with the aim of setting design standards and providing housing and 
mobility options that are in keeping with the market preferences of those who 
chose to or benefit the most from living near transit. 
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3.2 The effects of TOD on affordable housing, job accessibility and 
affordability of transportation 

Studying the effects of transit orient development on affordable housing, job 
accessibility and affordability, Audrey Desmuke quoted the work of Sanchez and 
Brenman [14] wherein they note that transportation equity – as defined by a 
range of strategies and policies aimed to address inequities in transportation 
planning and project delivery system – stems from environmental justice, 
metropolitan equity and the just distribution of resources. Desmuke also quoted 
the work of Michael Kralovich [2], who wrote a paper on developing strategies 
for equitable TOD and its benefits to society. In the study that followed, 
equitable transportation was seen as: 

 Ensuring opportunities for meaningful public involvement in the 
transportation planning process, particularly for those communities that 
most directly feel the impact of projects or funding choices. 

 Holding public accountability and financial transparency to a high 
standard, especially where vulnerable segments of the population are 
concerned. 

 Distributing the benefits and burdens from TODs across all income 
levels and communities, but perhaps with a special consideration to 
vulnerable segments of the population in a time of crisis. 

 Providing high-quality services – emphasizing access to economic 
opportunity and basic mobility – to all communities, but with an 
emphasis on transit-dependent populations. 

 Prioritizing efforts both to revitalize poor and transit-dependent 
communities and expanding transportation infrastructure in an equitable 
manner. 

     Protection of vulnerable populations, e.g. residents and workers with lower-
incomes who rent, is important because they are more likely to make up core 
transit riders. In other words, promoting and preserving a diverse transit-rich 
neighborhood is crucial to the success of TODs that aim at integrating housing 
and transit-oriented development in a time of crisis. 

3.3 Job accessibility in TODs 

Employment proximity can be attributed to the reduction in vehicle miles 
travelled (VMT) when transit zones are located close to housing and 
employment destinations. This is an issue of special concern as by concentrating 
jobs in closer proximity to transit stations and transit closer to employment 
clusters, the troika of public agencies responsible for social housing production 
in Cyprus may help to diversify employment opportunities for the car-less, low-
income workers and provide better access to job opportunities. In some cases, a 
low VMT place is proximate to ten times more jobs than places with high  
VMT [15]. 
     In fact, according to Reconnecting America’s Center for Transit-Oriented 
Development, one of the five essential strategies for capturing maximum 

636  Urban Transport XX

 
 www.witpress.com, ISSN 1743-3509 (on-line) 
WIT Transactions on The Built Environment, Vol 138, © 2014 WIT Press



commuter trips by transit is making sure employment sites are close to transit 
and that they meet fundamental location criteria of transit-oriented industries. In 
the same study, it was found that about 59 percent of transit trips are for the 
purpose of work [16]. Even though jobs are difficult to quantify and are highly 
flexible, information on job centrality can relate high-density housing and 
workplace hubs with high transit ridership [17] and transit’s share of the 
commute trip is highly correlated with population and employment density. 

4 Integrating affordable housing and transportation: 
concluding thoughts  

Housing and transportation costs are reaching levels whereby traditional rents 
and home prices are getting out of the reach of families who live and work in the 
Nicosia Capital Region and other major metropolitan areas in the other districts 
in Cyprus. A significant number of these families spend more than half of their 
monthly income on rent and transportation by private vehicle is the second 
largest expense after paying for housing, making them vulnerable to 
displacement. Studies [18] have been indicating that households in  
auto-dependent neighborhoods spend about 25 percent of their income of 
transportation costs compared to households with good access to transit who 
spend only about 9 percent. 
     A shift in the housing market is occurring because traffic congestion during 
the commute to work and back home in the suburbs has become so bad that the 
commute is no longer desirable or an affordable option. Augmenting and 
building new affordable housing near transit hubs enables a household to save 
money on both transportation and housing expenditures [18]. An ideal model to 
follow may be the Location Efficient Environment (LEE), sponsoring 
environments where neighborhoods are compact with walkable streets, access to 
transit and a variety of amenities and services within a short walk. The model 
was developed in 1995 by the Institute for Location Efficiency (ILE), which also 
devised a Location Efficient Mortgage (LEM) mechanism, created to subsidize 
low-income home buyers who wanted to live near transit centers, where 
development is compact and accessible [19]. LEM is a type of mortgage that 
recognizes the potential costs savings from living near transit (like reduced 
vehicle use) and therefore allows a home buyer to purchase a more expensive 
house than a traditional mortgage would allow. In 2011, it was reported [19] that 
LEMs were not being offered. Housing is considered affordable if it costs less 
than 30 percent of household income [18]. In the City of Los Angeles in 2006, it 
was reported that 32 percent of family income is spent on housing, while  
27 percent of family income is spent on transportation [16]. 
     Savings on transportation costs are getting to be a necessity for low-income 
households who may be spending a greater percentage of their incomes on 
transportation than other income groups. For these reasons, station area plans 
should focus specifically on mixed-income housing, such as the proposed mass 
transit corridors and park-and-ride facilities planned for the Nicosia Capital 
Region as shown in Figure 1 [20]. 
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Figure 1: LRT and BRT corridors proposed for the Nicosia Capital Region. 
Source: Ministry of Communications and Works. 

     In fact anywhere between 15–20% percent of household income may be 
saved on transportation expenses if affordable housing is located near transit 
hubs [21]. Strategies such as inclusionary zoning, which increase density and 
lower parking requirements for new projects near transit stations can capture the 
value of transit and create value for developers through incentives and linkage 
programs that allow them to build more affordable units or to provide public 
amenities. 
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