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ISRAEL’S HOUSING AGENDA FOR THE YEAR 26060
Introduction

While the principal national housing goal of a decent home and suitable lving
environment for every family has remained unaltered since the establishment of
the State of Israel, the policics employed to implement this goal have undergone
considerable modifications during the past 40 years. These shifts are dus to
Israel’s un.ique historical dc?elapment, its changing target population, varying -
criteria of need, and a number of subsidiary aims operating alongside the
principal housing goal of an adequate distribution of housing services for the
country’s citizens. The effect of these changes during the past several years
has been a shift [om direct government involvement in the areas of housing
supply and demand to a more indircct role of regulating the housing market and

providing housing assistance for specific population groups,

As we approach the 2Ist century, new policy measures at the national level will
be called for in order to meet Israel’s changing housing needs. The agenda for

these programs will neced to address a number of issues, including:

Promotion of Demand. Reexamining criteria of eligibility for families with
regard to morigages, and developing alternative means of financing mortgage
packages;

Management of Supply. Regulating the supply aspects of the housing sector,
reducing  high  vacancy rates, and minimizing the cyclical effects of housing
supply and demand on overall economic development; '
Rental Options, Expanding the rental market to make it a viable alternative to
purchasing, and tying “social rents” more directly to objective measures of
socio-economic need; .

Emproved Standards, Keeping pace with upgraded standards of housing quahty, '

further reducing overcrowding and eliminating substandard housmg stock;
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Morigage Assistance Programs

Under the provisions of Israel’s housing mortgage programs, assistance is not
tied to any particular bousing unit. Moreover, eligibility for a specific
program is determined on the basis of established socio-economic criteria.
These criteria, which are modified periodically, delincate - a graduated scale of
need. In the futwre we can expect recurr_ent_c_}ianges in the administration of
these programs. Nevertheless, their underpinnings -- a mortgage based on
clearly defined criteria of need and unlinked to a specific dwelling unit -
will continue to support IsracPs morigage assistance program as we aﬁproach the

year 2000,

" The most popular morigage assistance program is for young couples. Under the
Ymmg Couples Program, a "point system” is used to set the amount of morigage
 assistance available as well as the monthly payback conditions. The threc main
components used today to determine need are: (1) number of years of marriage --
as the duration a married couple has lived in rental accommodations or in their
parenis’ home increases, so does the level of need; {2) number of children --
need increases in direct relation to the number of children; and (3) number of
$ibliﬂgs of each spouse -- serving as a surrogate measure of the funds available
from parcnis to help in making the initial down payment; the greater the number

of siblings, the higher the assessment of need.

The Young Couples Program has been supplemented by addidional morigage
assistance programs aimed at meeting the needs of other population groups. These
programs are targeted to specific categorics such as those living in overcrowded
_conditi(ms, substandard units or in development EéWns. Their overall effect has
been to extend the umbrella of government housing programs to an even broader
population base such that virtually the entire ;)opulation has become eligible
for some form of housing assistance. At the same time, because of the variety of
housing programs aﬁd the breadth of popmationé served, the government’s ability
to  harness its housing programs to achieve other sccio-economic and

settlement-related goals has been somewhat diminished.

-6 -

““Today's -mortgage assistance programs comtinue fo cover a number of different
targct p'o'p'{ﬂ'ations, The overall objective of the programs remains the granting
"---ch:-ﬁhéiﬁ:iai ald for the purchase of housing with a minimum of government
""iﬁt.erfc-rencé'; regarding the location and type of housing wnit selecied by the
."individuai consumer. FEach program has ils own criteria that enable eligible
““applicants’ to purchase new or used housing units from ecither privately: or
: _:pabth} Imtzated constriction. The purchase programs include: Young Couples;
= Devefopmcnt “Areas  {for citizens residing in, or wmigrating to, development
.towns) Inproved Housing Conditions (primarily for families Hving in
'"subsiandard units and in Project Renewal neighborhoods);, Three Plus (primarily
'for_ familiés living in overcrowded conditions); and Purchase of Government-Owned
'ER%ﬁEaE CUnits by  the existing rental fenmants. During the past decade,
';_'apprax;matefy 300,000 loans have been granted to promote the purchase of housing

" under these various programs (Table 1),

TABLE 1
PROGRAMS FOR THE PURCHASE OF HOUSING

1978 - 1988

TYPE OF HOUSING PROGRAM
- DEVELOP-  IMPROVED :
cBi - IYOUNG  MENT HOUSING THREE PURCHASE
YEAR |COUPLES AREAS CONDITIONS IMMIGRANTS PLUS  OF RENTALS
1978 9384 3276 2040 2916 1428 -
1979 8016 2184 1716 2268 1092 -
{1980 | 13704 2848 1896 3000 936 -
1981 14484 - 4320 6732 7352 1116 4032
1982 | 15660 5928 6672 2832 1248 6564
{1983 | 15960 5184 10704 3936 176 - 6552
1984 13356 4680 8352 2664 840 . 3468
{1985 10308 4008 4404 2004 444 1428
{1985 - 1772 4608 5502 ' 2576 120 2664
1987 10896 4548 6096 2760 48 1920
1983 12672 4835 o650 3072 48 1644
TOTAL 137112 46420 61164 20180 9096 28772
é
§
-7 -



The variety of national housing assistance programs has advantages for both the
residents and the government; because of this, such programs can be expected to
remain a mainstay of Israel's demand-side policies toward the year 2000. For the

residents, benefits include the following:

Capital Accumulation. ~Through the morigage assistance programs, residents can
obtain below-market rate loans to supplement their own capital and thereby
purchase a home. Personal housing consumption is thus facilitated by augmenting
the family’s own capital reserves,

Market Choice. Under the loan programs, the resident is given free choice to
select the housing unit he/she prefers (with the exception of a maximum square
melerage limitation in certdm parls of the comtry), Government infervention in
the individuals choice of a specific unit is kept to a minimum, thus allowing
market mechanisms to function more freely aﬁd personal  preferemces to be
satisfied more directly,

Welfare Criterin, Under the morigage assistance programs, a portion of the loan
package is graduated on the basis of socio-cconomic need, with the loan ceiling
and pay-back terms adjusted accordingly, This arrangement enables residents to

take advantage of the loahs without undue financial burden.

Benefits for the government can be summarized as follows:

Reduced Need for Divect Construction. Foremost among the benefits s the reduced
need for difect government  construction projects Its ability to meet general
housmg needs can- thus extend over a ‘greater proportion of the overall
population with the same fiscal investment. |

Equity, Since the housing subsidy is granted to the family in nced (the
resident) and not {0 the product (the housing unit), the opportunities  for

providing more equitable housing services are enhanced.

Reduction in Bureaucracy. Administration of the loan packages is handled via

participating banks that act as agenis of the government. This arrangement
reduces the government’s bureaucratic involvement and assures a more

businesslike administration of housing assistance services to the public.

.Although exzsimg programs to encourage the purchase of housing can be expected

to eontmue aiong the current general trends, the natiomal government will need

o reass{,ss the smtab;tzty of several key aspescts of the mortgage packages for

the 21st century and beyond.

Most ixﬁporiant, as the scope and number of mortgages granted confinue to grow,

tharg will be a proportionally heavier burden on the national budget. Goverament

'e,fforts will need to focus on methods of encouraging greater participation of

the prwate bankmg system to expand capital reserves for housing finance. Under
such an arrangemcnt the government’s role would be redefined to that of a
u,guiator msurmg the availability and credit terms of capital for = housing
mortgages. The impact of such a reorganization of the housing Finance market
sz.ouid be to relieve much of the fiscal burden from the national government. Such
a sh:ft would enabie the government to utilize its available resources for

'pmmdmg housmg assistance in a more effective manner.
Programs to Promote Housing Construction

.U.n'tii the Jate 1970s, publicly-initiated housing construction  in  Israel was
5ynof1ymous with fully-financed units built by the goversment that were usually
rc:_i't:cci and Iha.naged by its housing agencics. Since 1978 there has been a major
shi.f__t. {gém a pﬁlicy of direet construction via full financing by the Ministry
of .C_O'nstruciion and Housing to a program of promoting housing construction by
private de{rclnpers with govermﬁcnt aid. Under the new arrangement, the
gm{ernhsnt does not purchase the dwelling unit. from the developer for subsequent
rén_'t&i. Instead the Ministry of Construction and Housing provides developers
with financial and other assistance to build units in a desired location for
ultimate  sale directly by the developer. Of the 20,000 publicly-initiated
housing units built in 1978/79, about 40 percent were built by full financing of
the Ministry of Housing. By 1980, as a result of this policy shift, the mumber
of fully-financed units had dfopped to 12 percent of all publicly-sponsored

housing' units. The reasons for the shift include:

-9 .



Improved Efficiency. Contractors are encouraged to improve the efficiency of
their operations in order to produce a final product more quickly and
economically; _

Market Pulse-Taking. Decisions regarding location, quality and types of units
can be made in closer accordance with current market demand;

Government Outlays. Government outlays per housing unit are drastically cut.

The government’s policy shift from direct construction to the initiation and
promation of housing development is only one indication of the greater reliance
on the private sector. for the provision of housing. Until the 1970s, the
national government was the principal intiator of housing development. However,
beginning in 1976 - after a cyclical rise in housing construction that was
gspecially sharp in the public sector -- the governmeni’s role in the provision
of housing began to fall Since then the government’s share has steadily
declined, reaching only 14 percent of total housing starts for 1987, This trend
is yet another sign of the increasing role of the private sector in  the
public-private partnership for the promotion of housing in Israel. It is also a
predilection  that is lkely to direct other aspects of housing policy as we

approach the 21st century.

As lIsraePs cconomy shifts from a period of rapid growth and development to one
of resource management, the relative impact of housing and construction in the
national economy can be expecicd to decline further toward the year 2000, In
1987, comstruction accounted for 9.5 percent of the Gross Domestic Product
(GDP). This represents a considerable reduction from 17.6 perceat of the GDP in
1975 and 132 p::.rcent in 1980. Investment in Emusiﬁg dropped  accordingly,
reaching approximately five percent of the GDP in 1987. These trends point {o

the diminishing impact of housing on Israel's futurc cconomic development toward

the close of the century.
Such an economic shifi is reflected in total housing starts. In 1580, the 32,700
housing starts translated to 84 starts per 1000. The year 1087 marked the

initation of only 21,300 housing units, or only 48 starts per 1000, just over

- 10 -

.~ half~ fhe rate for 1980. Although housing starts are expected to rise in the

ﬁpc{)‘iﬁiﬁg years, they are mot projected to exceed 25000 to 30,000 units annually

until the turn of the century.

" Along with the policy shift to promote construction via government aid, the

national ~ government will continue its' involvement in supply-side policies " in

sevéral ‘important areas as it seeks to oversee the construction of some

- 400.000:350,000 ‘new units until the year 2000. These include:

Planning. Programmatic planning of new neighborhoeds and housing units;

: ;_ag:‘d“";&l!etment, Land allotment to builders via recommendations made to the

Isragl Tands Administration;

: Initial | Lané .]_)eve!{)pmeat, Preparation of land for development, the laying of -
.infrastiucture, and the construction of public institutions and facilities such -
_as schools and parks;

: __i:_ateﬁﬁedia'ié Financing. A loan to developers of approdmately $7,000 (39000 in

development” arcas) per unit at below market interest rates during the initial

- -stages of construction to facilitate their cash flow;

Purchase Commitment. To reduce the risk of developers in arcas where natural =
demand is weak -- especially in scveral development towns -- (he government
agrees ‘n .advancc to purchase a portion of nnits in the cvent that the developer
fails to market them. The scope of this program is limited, however; in 1986,

for example, about 300 units were included under this arrangement.

in sgmm_gry‘, the national government is eﬁpected to exert considerable influence
in the supply-side of housing -- no longer as the largest single consumer of
housing, but _rather as a regulator of the preduction of housing to meet the-
needs of “the population by means of various fiscal and planning  assistance

eASUres,

.11 -




Programs for Rental Housing

Most government housing programs are oriented toward purchase. This is because

the rental option is considered both a temporary solution and one available

primarily to more needy families. For a variety of socio-gconomic and

tax-related - reasons, renting in. fsracl is pencrally regarded as less desirable

than purchasing. Consequently almost 75 percent of the nation’s houscholds are

homeowners, with most of the remaining 25 percent being renters under various

rental arrangements.

TABLE 2
HOUSING TENURE IN ISRAEL, 1983

Key-Money Rental Non-Key-Money Rental
Total Owner-
Units QOceupied Gov't Private Gov't Private Other
LI04270 | 729% 3.8% 36% | 82% 9.0% 2.5%

These include government and private-secior arrangements in "key-money’ and

non-controfled rental units.*
Governmental rental assistance is provided under two different arrangements: (1)

"Social ~ Rents’ for those renting government-owned units at especially low

tenure in certain  older

* “Key-money”  rentals refer to a form of protecied
in the unit for

dwelling wnits in which the tenant purchases the right to live
ihe lifelime of the family, paying & relatively tow monthly rent.

.12 -

o ::r'a.;ﬁs; and (2) Frec-Market Rental Supplements granted to specific classes of
= persons in. need, including lower-income young couples and mew immigrants. The
" gupplements, -generally granted for fixed periods, are designed to ease the

“-burden -of -rental costs while a permanent dwelling unit is sought and purchased.

- The ‘scope. of the government’s involvement in providing rental units has been
Cdeclining . recently. I previous years, rentals comprised 30-45 percent of the
- housing -solutions provided by the Ministry of Housing; by 1988 the figure had
~dropped to 19 percent.

‘Corresponding 1o a decline in the number of new units available for rental has

been a drop in the stock of rental units heid by the goverament housing

agencigs. This is due to a clearly articulated government policy aimed at

_promoting the purchase of the rental units by the current tenants. During the

_pe..:s.t .decade, .about 20 percent of government-owned rental units have been sold to

thelr tenants. at favorable prices with the help of below-market rate housing
‘loans.Purchase of the renmtal units is regarded as a . means of encouraging

greater - social _responsibility of the temants in- caring for the propertics once

they become owners rather than renters. Likewise, the divestment policy of

ublicly-own s aime i
publicly-owned rental  stock is  aimed at reducing the government's fiscal

responsibilities in maintaining these properties,

Despi_te' the sale of over 235,000 units during the past decade, publicly-owned

rental - units -~ which are managed by seven different. housing agencies -- are

.sgil - quite  extensive. Altogether, government housing agency units account for

about 12 percent of the nation’s entire housing stock and almost half of all
the -rental  units. These units are concentrated in the two largest governmeni
housing - agencies, Amidar and Amigur, whose holdings total more than 150,000
units throughout the country.

{)ﬂfz- of the ‘major goals for the future in the area of remtal housing should be to
maintain the rental option for those .families unable to garner the . necessary

funds to purchase a dwelling unit. One of the ways to achieve this goal is

- 13 -



through he adoption of policies” aimed -at’ stinrilating the private sector to

produce rental - housing: es. Another means

gspecially via appropriate 12X incentiv
to promote the development of rental housing is direct supply By the national
ovemmsatwewned

g'evernment.' Recent developments authorizing rent increases it B
his rental income

upits have opened the way for the earmarking of a portion of t

to be used for the upgs

ading of existing gommmem-awne{i rental stock and for

the enlarging of the total supply of rental units. Both public and . private

sed on maintaining and augmenting the availability of

efforts can thus be focu

rental housing for those pﬁpu‘iatioa groups most in need.

Jmproved Housing Standards

Additional poticy considerations aimied toward the future will need to focus On
qew means {0 achicve ‘pational fousing  goals: in the face of changing socio-

sconoimic  and fiscal conditions in TIsrael Notwithstanding the decline in total

n a discernable’ trend toward improved housing

nousing  starts, theré has bee
steady rise in the averagt SIZ6

quality. The last fifteen years - have witngssed 2

of new housing nnits completed - from 93 sq. mis. in 1972 10 127 sq. mis in

1987. This irend is stromgest in the private sector, although the average SIZG

of the public sector units has also growih albeit af a more modest rate.

Together with improved housing standards, future nousing policy will be aimed at

eradicating substandard anits. One of fhe most common indicators of substandard

ousing 18 inadequate plumbing facilities. Alfhough the pumber of ynits it
fsracl tacking ¢lementary plumbing facilities

is one whose remedy i most urgent.

statistically; it
pouscholds (1.2%) lacked a lavatory at the time of the last census; the figure
ty 31,000, of 2.8 percent

for units lacking 2 bathtub or shower was approximate
4 to be directed at

of all households. Renewed government efforts will nee
problem by the turd of the century. Options include upgrading

indicates & - marginal problem

Apprmdmateiy 13,000

eliminating “this
stock and providing

these substandard units - of removing them from the active

substitute awelling units for their jnhabitants.
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Recdgnizjng that neighborhood revitalization  requires a malti»discipﬁnary
prohibitive

. : h focus, the program has targeted more than %800 million for both pﬁysicai o
ditures associated with the .

expen
for lower income population  groups. .
housing grants of other maintena

social projects  including hounsing rehabilitation and  expansion, infrastructure

improvements, social service programs and public facilities,
rent-income  supplements,

fion groups in need. . .
the population group Project Resewal has also been responsible for inaugurating new methods for local

participation and citizen involvement in Israel. This approach stems from the

: realization that, to be long lasting, rchabilitation must be locally based.
TABLE 4

TS . i by Decile
f Brpenditurss for Housing and Maintepance in Istacl, 1986/67, by
R or Howing 200 M e e
- n g CiLE Highest
4 5 6 7 8 9 10 Average :
1 2 3
269
. 1 219z 441 Wy 1
T ;"O\ESUMP‘TEON 10’5 1272 1416 1532 1731 1825 205
TOTAL LU B
BXPENDITURE

7o 161
HOUSING PURCHASE/
RENTAL BEXPENDITURE

Accordingly, Project Renewal hus developed varied measures to involve the
citizens and local pgovernment in revitalization efforts. At the policy level,
Lowest citizen priorities are formulated by Local Oversight Committees, becoming a

component in the overall decision-making process. These committees have created

a new cadre of management at the neighborhood level composed of local citizens

willing to work at maintaining their neighborhoods. In several instances,

: 566 305
215 235 26T 312 "3} 385 447

166 176 1718 187 163

7 152 53 154 11 leaders of Local Oversight Committees have gone on to be elected mayors of their
1y ‘ : : . |

M Citizen pariicipatioai is also in evidence at the implementation stages of
physical and social projects. In the ;Shysical arena, for example, owners of
dwelling units are 'expeﬁted to share in the cost of exterior rehabilitiation or
to participate dircetly in the renovation, By 1986, approximately 60 percent of
all exterior renovations were performed via "sweat cquity” schemes in which the
local population performed or contracted to do the physical renovation, with the
national government supplying part of the funds ‘or materials, Social service
projects have adopted a similar objective aimed at creating greater awareness of
the existence of various services and a gréater willingness to help pay for
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Especially i
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of neighborhood decline  to brm;, about growih and developmen
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. Re i id 50 ilitation and
As Project Rencwal turns increasingly toward themes of social rehabilita
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d
national governmental bodies. Such cooperative efforts will be applie

i es that are
current neighborhoods and towns as well as in some 35 additional on

i5 i laced
slated to be included in the upcoming years. Emphasis s expected to be pla

in the

roadened
raising the income levels of residents through retraiming and b

o6l S

especially in development towns; creating more effective
both families in distress and the growing  elderly

Project Renewal neighborhoods

gconomic opportumties,

mechanisms  to  assist

population; and iraproving the connections between e
. . .

and the remaining parts of the cities and towns by means of upgra p

i liti : ial services.
transportation links, joint communily facilities and shared commerc _
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neighborhoods and towns toward the year 2004,

Houéing Programs as a Development Tool

i . cssed
Development policies are another area of concentration that should be addr

the upcoming decadc This can be accomphshed by integrating housing
in
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incentives with other national programs for economic development, and creating

more effective programs to settle in peripheral regions of the céuntry.

Once the hallmark of Isracls national urban policy, development towns have been
encountering problems of growth and stability since the mid-seventics. Most new
towns have been experiencing negative migration flows. This trend, coupled with
an  overall pational decline in in}migration from abroad and lower fertility
rates, has led to growth rates below the national average. In several towns, -

absolute population size has actually declined.

These distressing  trends, also reflected in the housing sector, pose both a
current problem and a pressing challenge as Israel approaches the 21st centucy.
The slow growth rate and high outmigration levels have caused a concomitant
decline in the atiractiveness of the housing stock in the development towns much
of which consists of smaller, older units built and rented directly by the
government. Pastly because much of the housing stock lacks many of the amenities
of more recent construction, development towns have higher than average vacancy

rates, somelimes exceeding 15-20 percent of their total housing stock,

The older and vacant upits have created environmiental problems as well: These
contribute to a feeling of social atrophy and physical decay, and often lead to
generalized neighborhood decline. These problems have exacerbated the cycle of
distress in some development towns, [urther weakening their ability to atiract

houscholds from the more densely populated central regions,

Project Renewal has targeted multi-faceted redevelopment efforts at many of
these nc;ghboriaoads with considerable success. As noted, the program has taken a
demdecﬁy comprehenswc approach, sceking to ' imtegrate social program
xmp!ememat;on cilizen participation and  economic development schemes, in
addition to physxcal rehabilitation. In the area of housing, Project Renewal has
been responsible  for exterior improvements to aimost 60,000 dwelling units,
cxpansion or combination of some 17.000 other ugits, and interior renovation and

functional modification of almost 11,000 others. Development towns account for a
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considerable share of these housing improvements, well above their proportion of

the total national population (Table 5).

. TABLE 3
PROJECT RENEWAL HOUSING IMPROVEMENTS: CUMULATIVE SUMMARY AS OF 12/31/87

Eﬁ:dor improvements ingion or Combination
Internal Repovatons of Dwelling Units
By Government By Local and -
Housing Agencies Residents Functional Mogifications Rental  Owner-Oceupied
National Totals 718 23,882 10,524 1,303 16,503
Devefopment Towns 14950 5196 3931 558 5206
Percent of Total 431 218 374 433 315

Housing policy efforts toward the end of the century wilt need to be better
integrated with other economic and social development efforts at the national
and local levels in order to reverse the trond of dedine in many of the
development towns. In the housing sector, these efforts should be directed not
only at new construction but also at rohabilitating the existing housing stock

and enhancing its physical appeal.

Government  policies will need to generate and expand funding programs in the

form of housing loans and grants and various neighborhood improvements, along

with sweat equity efforts of the local population. Pilot projects have already
becn undertaken in several towns, demonstratmg the potential of z‘edavetepmcnt

in the older development  fowa ne:ghbmhoods In can;uﬁctwn with other

nmghborhmd and community facility improvements, social welfare projects and

economic development planning, the housing  policies  should rcmwgorats

development towns with renewed growth and attractiveness.

.2 -

Conclusion

As Isracl approaches the year 2000, its citizens can expect a continued rise in
housing standards, a further reduction in overcrowding and in the pumber of
substandard units, and progress toward fthe revitalization of many of s
decaying neighborhoods and towns. The goverament, for its part, will seek “to
achieve these aims through indirect measures including the regulation of supply,
the promotion of demand via morlgage assistance measures, the harnessing o;‘
citizen groups and the provision of cconomic incentives to cntreprencurs. Such
cooperative vemtures are crucial in  order for Israel to meet its housing and

settlement needs as the next century approaches.
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