Chapter 30: Housing and planning
Housing is a unique commodity, because it is both a consumer good that provides security and comfort and a financial asset. Housing is also a major determinant of living standards and quality of life, particularly when it comes to those for whom buying a home is the largest and most significant purchase of their financial lives (in other words, the majority of the public). Housing demand is influenced by a combination of investment and consumption, human psychology, and perceptions of housing market trends. Buyers’ desires and expectations play an important role in determining the price that they are willing to pay for a home. 
The acute housing shortages that periodically ensued in the wake of  mass waves of immigrants arriving on Israel’s shores pushed up real estate prices. However, there have also been times when home prices in Israel have fallen.[footnoteRef:1] From the end of the 1960s through 2020, home prices in Israel rose by a real annual average of 2.7 percent—a reasonable rate in light of the country’s increasing population and economic growth. Studies have shown that home prices display similar levels of volatility to stock market prices. And like the stock market, the housing market also suffers from occasional bubbles even though real estate is an illiquid and immovable asset. Israelis tend to assume that home prices will always rise, given that Israel has a limited amount of land while its population is constantly growing. 	Comment by Susan: Is this too much wave metaphor?	Comment by JJ: Name spellings on the fn from here

https://www.boi.org.il/roles/research-and-publications/researchers/%D7%99%D7%9B%D7%99%D7%9F-%D7%99%D7%95%D7%A1%D7%99/

https://www.boi.org.il/roles/research-and-publications/researchers/%D7%92%D7%9E%D7%A8%D7%A1%D7%A0%D7%99-%D7%99%D7%A0%D7%95%D7%9F/ [1:  Yossi Yakhin and Inon Gamrasni. Analysis of the housing market in Israel: Long-term relationships and short-term dynamics. Bank of Israel Research Division, June 2021.] 

Israel’s housing demand is not uniform. For young couples, demand is rigid, while for investors and housing developers demand is more flexible. Alongside Israel’s high rate of natural increase, other trends—including rising per capita incomes and living standards, increasing average age of marriage, rising divorce rates, and increased life expectancy—all help push up demand. Israel has a high proportion of homeowners, about 65 percent of households. The remainder of the population prefer to rent—or in some cases, they simply have no choice. Israel’s rental market is less developed, unlike that of many OECD countries. Israel’s sales and rental markets, while not always perfect, are usually coordinated and together determine developments in the overall housing market. 	Comment by JJ: I would explain what this means, because many won't know, I didn't for example, and looked it up.

E.g. but this is in the chinese context

. Rigid demand (gangxu) refers to the belief that people have to buy a home regardless of price. https://www.researchgate.net/publication/322958511_%27Rigid_demand%27_Economic_imagination_and_practice_in_China%27s_urban_housing_market

So maybe

"for young couples who need a home, demand is rigid (as they believe they have to buy a home regardless of price)…"	Comment by JJ: Less developed than other OECD countries maybe

Or less developed than its sales market?

It needs to be less developed than something	Comment by JJ: In perfect equilibrium?
In Israel’s first decades of statehood, the government was responsible for the construction of housing, through its state-owned companies and firms owned by the Histadrut. Building new homes both in established cities and development towns was seen as an effective method of balancing population dispersal to hold land throughout the country, including in agricultural and rural areas. Israel’s construction boom would even continue during the so-called “lost decade” of 1974–1985, albeit to a much more modest extent. As Israel began privatizing its state-owned companies amid a shift to a market economy in the wake of the 1985 Economic Stabilization Plan, the government bowed out of the construction industry, leaving new projects to private developers. In the 1980s, however, the government began an urban renewal drive to rehabilitate decaying, modest inner-city neighborhoods that had been built quickly in the 1950s and 1960s to meet the urgent need for new homes. Later, in the 2000s, land shortages in Israel’s cities pushed the government to launch two more housing improvement schemes, respectively dubbed Urban Renewal (“Hithadshut Ironit”) and Vacate and Build (“Panui-VeBanui”). These schemes had a dual goal. First, the government wanted to replace poor quality, rundown apartment blocks, some of which had deteriorated into slums, thereby improving residents’ quality of life and environment. Second, it sought to increase the supply of available housing. The state’s involvement in these schemes had come in response to the failure of many local authorities to address the growing problem of decaying inner-city neighborhoods.	Comment by JJ: Added by me for context
The wave of Soviet Aliyah from the end of 1989 generated a huge jump in housing construction, from around 20,000 newbuild apartments in 1989 to about 84,000 in 1991. Construction times were reduced from an average of 23 to 14 months. Between 1996–2007, after the Soviet Aliyah had dwindled, there was a lull in residential construction and apartment prices fell. In 2004, Israel saw just 30,000 housing starts (the start of construction on a new residential housing unit). This volatility in housing starts (which are a measure of residential construction) meant that the long-term needs of Israel’s housing market were not met, and between 2011 and 2022, home prices rose by over 50 percent in real terms, prompting more limited government involvement in the housing market. Even so, home prices have continued to rise. 	Comment by JJ: Added by me for clarity	Comment by JJ: https://www.investopedia.com/terms/h/housingstarts.asp
One metric for gauging the severity of Israel’s housing crisis is the number of monthly salaries that are needed to purchase an apartment. In Israel, this metric is higher than the OECD average. In 2022, the number of monthly salaries needed to purchase an apartment in Israel was 151,[footnoteRef:2] a threshold that is difficult for many people to meet in light of current mortgage conditions. This situation drives up social inequalities and makes it hard for the lower deciles to purchase a home. In the 1960s, only around 40 monthly salaries were needed to buy a home. This figure jumped to around 55 by the mid-1970s, and by the 1980s, had reached about 90 monthly salaries. This type of price rise is socially risky. It creates a discrepancy between the sense of prosperity felt by homeowners compared to the distress of those who do not own a home.	Comment by JJ: Is this what is meant

"standard rate in developed countries" in the original 	Comment by JJ: https://en.globes.co.il/en/article-how-many-salaries-needed-to-buy-a-home-in-israel-1001445541

155 in 2023 if you want to update with ref	Comment by Susan: A comparison to another Western country would help the reader put this in persepctive [2:  This calculation is made by dividing the mean national apartment price published by the Israel Central Bureau of Statistics by the mean salary as published by the Israel Central Bureau of Statistics.] 

Israel’s rising living standards are also reflected in terms of average apartment size. In the 1950s and 1960s, the average apartment size in Israel was about 60 square meters. Apartments were constructed from basic materials according to modest and even ascetic specifications. In the 1970s, the average urban apartment size had jumped slightly to about 70 square meters. By the 2000s, this figure had increased much more significantly to 110 square meters, and apartments were being built to high-quality specifications, with far more attention paid than in the past to details of design and even luxury. Some of Israel’s rise in house prices can be attributed to changes in construction standards and materials costs, including for elevators, lobbies, and communal gardens.
Structural issues in residential construction
The construction industry in Israel is characterized by heavy government involvement, even with the government no longer involved in construction. This is because the government controls 92 percent of Israel’s land, and is responsible for infrastructure development, planning and licensing processes, and for issuing permits to Palestinian and migrant construction workers. Residential construction in Israel has suffered from volatility and has been plagued by various crises, not least the sudden and unplanned large influx of Soviet immigrants in the 1990s. Yet other crises have arisen as a result of failures in government functioning, in particular the lack of joint strategic thinking among the responsible government bodies—the Ministries of Finance, the Interior (which is in charge of planning), Housing, and Transportation, as well as the Israel Land Authority and local authorities. The crisis and measures taken to correct it have led to volatility in the housing market. The government has found itself in a position of having to contend simultaneously with all aspects of residential construction, including planning, land allocation, licensing, and issuing permits for construction workers. 	Comment by JJ: Since we said above that after 1985 the govt bowed out of construction I would clarify this to say something like "even though it is not involved in physically constructing homes, the gvt is heavily involved in the construction industry" to make this distinction clear

SD – please see suggestion	Comment by JJ: Is this now talking about the hyperinflation crisis? Or is this the housing crisis, and measures taken to correct it?

Are we talking about crises plural, i.e. different housing crises?
Israel’s high natural increase demands that the government ensure a long-term, continuous supply of land for residential construction. Urban renewal schemes are also essential if Israel is to address the problem of land shortages in its densely-populated central coastal plain. Successful urban renewal schemes rely on intelligent planning if they are to succeed in renovating existing buildings and creating mixed-use areas with public and commercial centers, thus transforming rundown neighborhoods and creating high-quality, vibrant streets running through them ng.
Israel’s housing policy must include plans to develop housing for both sale and rent, since younger people and those on low incomes may not have the financial means to purchase a home. With Israel’s middle classes increasingly priced out of high-demand, crowded towns and cities in Gush Dan and elsewhere in the central coastal plain, additional pressure is being put on the region’s transport infrastructure, as people commute to work after purchasing a home in less expensive, more peripheral regions. Rising house prices exacerbate social inequalities, although housing and housing costs are not part of the OECD’s Gini coefficient, which does not take into account home ownership; in fact, the disparities are greater. Rising house prices have an impact not only on buyers, but also, indirectly, on inflation and monetary policy. 	Comment by JJ:  מחירי הדיור משפיעים על אי השוויון, שאינם חלק ממדד ג'יני, שאינו מתחשב בבעלות על דירות, ולמעשה הפערים גדולים יותר. 	Comment by JJ: Not sure what the last bit of the sentence means, the gaps are greater than what?
The housing crisis of the 2000s was a result of a combination of planning failures, insufficient allocation of land for residential construction, and low interest rates, which together pushed up house prices. In turn, rising house prices were one of the triggers for the cost-of-living protests that erupted across Israel in the summer of 2011, as an entire generation of Israelis, the middle classes and the less affluent alike, saw their dream of buying a reasonably-priced home evaporate. In many ways, the housing crisis was a planning crisis. In the early 2000s, the government made a conscious decision to allocate less land in the central coastal plain for residential development, as part of a plan to try to encourage people to move to less expensive, less densely-populated, more peripheral regions. The housing crisis dragged on into the 2010s, as the government continued to fail to designate sufficient amounts of land for residential construction. Two successive finance ministers took different approaches to tackling the problem. Yair Lapid (in office 2013–2015), attempted to pass a bill to exempt first-time buyers who met certain criteria from paying VAT on new builds, but this did not come to fruition. Next, Moshe Kahlon (in office 2016–2019) hiked taxes for real estate investors and increased the supply of land for the government’s Buyer’s Price (“Mechir LeMishtaken”) affordable housing scheme. However, Kahlon’s scheme failed to meet the needs of most apartment-seekers because it allocated land for residential construction in areas with low demand. Kahlon also introduced a land subsidy of NIS 20 billion. The Buyer’s Price scheme did succeed in curbing rising house prices, albeit only temporarily and partially. When the scheme came to an end in 2018, the government did not immediately introduce a replacement program. Meanwhile, house prices began to creep up again—the result of low interest rates and a reduction in purchase taxes for real estate investors. This situation resulted in large house price discrepancies, where prices of homes in more affluent areas rose faster than those in less wealthy areas. Two later follow-up schemes, Housing at a Reduced Price (“Diur B’Mechir Mufchat”) and Target Price (“Mechir Matara”), which ran from 2020–2022, were similar to the earlier Buyer’s Price scheme, with the exception of a new stipulation that discounts would not apply to land sales in expensive areas. 	Comment by Susan: To connect these two sentence, perhaps add after “land for residential construction”  -“to meet the continuing and growing demand for land in the central region.”	Comment by JJ: Detail added by me, just for added context

From here (but there are several sources)

https://www.linkedin.com/pulse/20141104072548-292257539-zero-percent-0-vat-circus?trk=mp-reader-card	Comment by Susan: perhaps speculators? Alternatively, those investing in multiple apartments?	Comment by Susan: The Hebrew, הדיירים translates as tenants, and I think the meaning is broader here – please see suggestion.	Comment by JJ: Added from info given below, I would add the timeframes of these schemes for added context
During the housing crises, the government deepened its involvement in the housing market through planning, infrastructure development, urban renewal programs, and subsidies for development and land costs, such as through the Buyer’s Price scheme (which ran from 2016–2018), and the Target Price scheme (which ran from 2020–2022). The aim of government involvement in the housing market has been twofold: first, to help less affluent households purchase an apartment; and second, to try to disperse the population. However, in both these areas, the government has only been partially successful. It has found it difficult to curb house prices, and has largely failed to prevent the central coastal plain from becoming ever more densely-populated and expensive. Neither has the government had much success in dispersing the population, including immigrants from the former Soviet Union. Repeated attempts to encourage people to settle in more peripheral regions away from the central coastal plain have not worked, and population density and housing costs have continued to rise in that region.
In attempting to deal with Israel’s housing crises, the government has frequently chosen to bypass local and district planning processes. By ignoring established comprehensive plans for towns and cities, the government has hampered or upset the efforts of professional local and district planning committees to maintain a proper balance of environmental quality, transportation, urban landscape, and open spaces. Sprawling new residential areas, which are often disconnected from older and more established neighborhoods, have sprung up in various towns and cities across Israel. In many cases, government intervention in local urban planning processes and land subsidy allocation has ignored new approaches to infrastructure and public transport development, land use, and population density, and failed to take into account local authority plans and projects. 
Meanwhile, by subsidizing one sector, the government has negatively impacted on others. The Buyer’s Price scheme, for example, successfully created affordable newbuild apartments—but badly hit the resale market and negatively affected other housing developers. The scheme offered discounted land to eligible buyers, creating a shortage on the free market that pushed up apartment resale prices. In hindsight, the government would have been better advised to allocate more land across the board rather than only to specific developers and in specific areas, and thus avoid suppressed demand. Instead, the Buyer’s Price scheme enabled wealthier buyers to buy expensive apartments in the central coastal plain at a higher effective discount, a situation that has only served to exacerbate existing socioeconomic disparities.	Comment by JJ: Should this be eligible developers who then offered flats to eligible buyers?	Comment by JJ: Of land? Or flats	Comment by JJ: Is this what is meant by across the market? I think it would help to be specific here, as I wasn't familiar with the schemes so didn't really know what is meant.
As one solution to the housing crisis, the government has approved the development of new residential neighborhoods on agricultural land. This wasteful approach to land use has already had negative social and economic consequences, including reducing the amount of open space available for future generations. The rushed, often slipshod construction of apartment blocks on agricultural land has meant that flood prevention measures, needed to mitigate the effects of heavy rainfalls, and which have become increasingly important due to climate change, have not been implemented in these areas. Without floodplains to absorb rainwater overflow from existing watercourses, these new residential areas are at risk of periodic flooding.	Comment by JJ: Added by me to help the flow of ideas here
Israel’s housing market continues to be a source of tension between local and central government. In recent years, local authorities have begun to insist that central government work in partnership with them when developing new neighborhoods, since these require costly investments in infrastructure. Israel’s local authorities prefer high-quality and more expensive housing to smaller and cheaper apartment blocks. New residential neighborhoods bring an influx of new families, who demand new schools, kindergartens, and public institutions, all of which are expensive to build and maintain. In the main, local authorities prefer to build office blocks and commercial zones, as these are a source of revenue in the form of high property taxes, and at the same time consume fewer public services. When determining property taxes for newbuild homes, government policy must take into account the considerations and needs of local authorities. Meanwhile, the Israeli public want reasonably-priced homes within a convenient distance from centers of employment and business. By developing efficient public transport from Israel’s more peripheral areas to employment and business centers in the central coastal plain, the government can help ease demand for housing in that overcrowded region.	Comment by JJ: Added by me, I assume this is what is meant, and on re-reading I think it needs some more explanation to help readers understand the point being made here
Population density	Comment by JJ: I think this sounds better than physical crowding
Israel’s high rate of natural increase has transformed it from the small and spacious “empty country” of the 1950s and 1960s to today’s densely-populated urban nation. Since the establishment of the state in 1948, Israel has built 930 new settlements, including dozens of development towns that have since evolved into large cities. Israel’s rise in living standards and increased openness to the world has pushed up public demand for high-quality housing, as a result of which there has been a growing need for investment in commercial infrastructure.
In the early years of Israeli statehood, planning centered around rural, agricultural, and suburban construction. In 1995, the Israel Masterplan 2020, an urban planning project led by architect Adam Mazor, wrestled for the first time with the question of finding a balance between Israel’s growing population and its intrinsic land shortages. The Masterplan set out development needs for the next 25 years that involved the adoption of brand-new concepts around land use. The Masterplan warned that if the status quo—that is, the drive to build more and more new settlements—continued, it would cause the collapse of Israel’s infrastructure and the depletion of its land resources, and would blight its landscapes. Urging that the construction of new settlements be stopped, the Masterplan recommended the development of existing metropolitan areas. It called for population-dense neighborhoods with high-rise buildings, urban renewal schemes to create housing capacity, and the effective use of existing infrastructure. The Masterplan also predicted the serious consequences of inefficient land use, including large-scale, low-rise urban sprawl, the creation of yet more new cities and settlements, increased dependence on private vehicles, and the construction of new roads and highways. Although the Israel 2020 Masterplan influenced the country’s comprehensive national planning, an examination of development patterns from 1995 through 2010 reveals that there has been little change in the density of Israel’s cities, even in the face of high population growth. Since 2010, Israel has seen an increase in the construction of high-rise buildings, a trend that has occurred in many other countries. The number of new multi-story apartment blocks with eight or more floors has grown compared to newbuild low-rise, low-density private homes. The construction of high-rise office blocks has also expanded, new roads and interchanges have been paved, and key infrastructures and facilities have been built underground. The skylines and landscapes of Israel’s largest cities have changed. However, even those cities with 100,000-plus inhabitants have yet to exhaust their potential for new residential real estate. 	Comment by JJ: קריסת המרחב הפיזי

Is this the correct meaning? 	Comment by JJ: Is this what is meant--i.e. that this is something negative rather than just change, which is not always a bad thing
The twelvefold increase in Israel’s population in the 75 years from 1948 through 2023, coupled with a concurrent rise in living standards, accelerated urbanization processes. By 2023, over 90 percent of Israel’s residents lived in 77 cities, 17 of which had over 100,000 inhabitants. Of these, 10 (including Tel Aviv) are clustered in the central coastal plain region, and together house about 45 percent of Israel’s population). Fewer than 10 percent of Israel’s residents live in areas governed by its regional councils, which encompass around 1,000 rural settlements. In 1948, the fledgling State of Israel had only three cities with over 100,000 inhabitants. In 2023, the total municipal area of Israel’s urban settlements is some 3,000 square kilometers, about a quarter of which comprises residential buildings. Israel has become the most urban country in the world. From the epitome of a rural and agricultural country, it has evolved into a predominantly city dwelling nation. It has one large conurbation and metropolitan area, Gush Dan (centered on Tel Aviv in the central Mediterranean coastal plain), and three smaller metropolitan areas, Haifa and its suburbs, Jerusalem, and Beersheba, which, as a result of population growth, will need about two million more apartments over the next 25–30 years.	Comment by Susan: Do you have a citation for this? I found the following, in which Israel is not even listed: https://worldpopulationreview.com/country-rankings/most-urbanized-countries

Wikipedia lists Israel 24th: https://en.wikipedia.org/wiki/Urbanization_by_sovereign_state
Population dispersal has been a longstanding goal of Israeli government policy. The costs of Gush Dan’s high population density in terms of the investments that are required for infrastructure are very high indeed. Israel should not stop developing its central coastal plain, but there are ample economic justifications to improve areas in the south and the north of the country as well. To do so successfully will require close cooperation between central and local governments, since local authorities will be instrumental in helping accelerate the construction of residential neighborhoods. At the same time, urban renewal is preferable to newbuilds—wherever possible, local authorities should avoid creating yet more sprawling new cities and neighborhoods. Further, if it wishes to maintain its current high living standards, Israel needs to invest in quality infrastructure, including public institutions, urban and intercity transport systems, and green belts. However, these urbanization processes must leave room to preserve open spaces and land for future generations. Further, recognizing that cities are energy guzzlers, and responsible for 70 percent of carbon emissions, Israel must invest in creating smart cities, with green construction and renewable energy sources. 
Israel’s polarized and partisan tribal politics also extends to its housing and infrastructure planning. Each of its various population subgroups each wish to design and construct their own towns and neighborhoods. The ultra-Orthodox want to develop separate cities or segregated neighborhoods, the Bedouin population in the Negev wants construction that matches their specific needs, Arab citizens want to have their own arrangements, and the Jewish settlers in the West Bank have their own demands. Establishing new cities to meet the needs of these various communities puts pressure on the environment and swallows up open spaces. While global population growth has slowed since the 2000s, Israel’s population continues to rise. An uncomfortable, but inevitable, wide-ranging public debate about demographics and high birth rates looms over Israel.

