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value of his interest will be that benefit which he is likely to derive from the
property during the remaining period of the lease, plus any benefit attribut-
able to an option to renew the lease.

If at the commencement of a 99 year lease the lessee pays half the value
or more, and the annual rent is pased on the remaining value at a appro-
priate rate per cent, the lessee’s interest will be equal to about 95% of the
value of the property in the open market, multipled by the relative portion
paid at the start. However, if the rent leaves an annual profit resulting from
the difference between the actual rent and the economic rent, the value of
the lessce’s interest is inceased by the capitalised value of the profit rent.

The value of a freehold interest, where the lessor derives no benefit
from the land for 99 years or more, is minimal; however the lessee sometimes
seeks to buy the lessors interest from him and offers a price for the freehold
which is difficult to justify by normal processes of valuation. On the other
hand, a lessee who has to pay the full annual value of the land leased to him
may be offered a substantial sum for cancellation of the lease — merely be-
cause as sitting tenant with a number of years unexpired, he constitutes an
obstacle to the lessor’s plans.

It happens that towards the end of the lease, the parties agree to convert
the lease into a new one with a fresh term and new conditions; in these
circumstances the rights of the lessee are valued before and after the proposed
conversion.

Long leases may be classified into five groups as regards rent. (1) Where
the rent is fixed for the entire period: — The lessor derives no benefit from
increases in the annual value of the land, and is likely to lose through inflat-
ion. (2) Where the rent increases gradually at periods specified in the lease; —
This is usually when the frecholder wishes to, encourage development by
fixing a low rent during the early years of lease, with increases thereafter.
This can cause difficulties for the lessee at times of economic crisis and
decrease in land values. (3) Where the rent is reviewed every 5, 7 or 10
years, based on changing land values: — Experience shows that the parties
often do not reach agreement on value and recourse is had to law — a
lengthy and expensive process. (4) Where the rent is tied to the cost-of-living
index, the cost of building, a foreign exchange rate, the gold standard, etc.: —
A rise or fall in the value of the land — and thus in rent — does not always
correspond with these fluctuations. (5) Where the rent is based on a certain
percentage of business profits or turnover: — As a result, the rent can be
higher or lower than the economic rent. In Israel, categories 3 and 4 above
are generally operated.

Translation: Meir Abelson, Valuer,
B.A. (Hons), FR.I.C.S.
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M. Elman
LEASE HOLD RIGHTS IN LAND AND THEIR VALUATION

Ownership of land is essentially rights: the right to use, sell or transfer
it in perpetuity or for a fixed term, entirely or in part; leasing land means
conveying one of these rights. In return the owner receives rent and there-
after possesses two interests: (1) the lease and the income deriving there-
from and (2) the freehold reversion at the expiration of the lease.

The rent stipulated in the lease is not necessarily equal to the economic

rent. If a lessee pays a premium for a lease, contracts payment of rent and/or
certain other obligations towards the lessor, he is entitled to use the land
during the term of that lease. The lessor is entitled to (1) the contract rent,
(2) any additional belefits granted by the lease and (3) the reversion at the
end of the lease.
Where the agreed rent is less than the market rent, the value of a leasehold
interest is measured by the difference between these two, capitalized over the
period of the lease. If the lessee develops the land, the value of his interest is
found by capitalising the annual income which the property produces after
deducting outgoings. Capitalisation is at a rate of interest dictated by market
conditions and depends on many factors, e.g. location of the property, its
character, security of income, period and conditions of the lease, etc.

Sometimes a premium is paid at the commencement of the lease and
the rent is correspondingly reduced; this gives greater security of tenure to
the lessor, while the lessee has an asset which he can sell, the value depending
on the unexpired term. The purchaser pays the rent reserved in the lease to
the lessor and to the selling lessee he pays a price pased on the capitalized
difference between the lease rent and the annual value of the property.

There is little difference between a freehold interest and the leasehold
interest in the same property, where the lease in virtually unrestricted and
the unexpired term no less than 100 years. Any condition limiting the lessee’s
freedom of action reduces the value of his interest. A lease for 49 years is
worth less because the property reverts to the lessor at the end of the lease;
hence the prudent lessee will ensure that his investment is recouped.
However mathematical calculattion is not the only creterion in valuing a
leasehold, especially where freehold land is available in the vicinity. The
value of a 99 year building lease, unrestricted except for the obligation to
build, approaches the freehold value, when a premium equal to the full lease-
hold value is paid at the start. Sometimes the lease spicifies that if a change
in permitted land use increases the value, and the lessee exploits this incre-
ment, the latter shall be divided between lessor and lessee; in such cases the
value of the lessee’s interest will be less. After he has developed the land, the
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purposes and development. One of the main reasons for this is that most
of the available land in the central part of the country is both unplanned
and undeveloped, while planned and developed land is badly needed for
housing and for building for non-residential purposes.

This lag in planning and development may be ascribed to following
principal causes :

a. in most regions there are master-plans and detailed town-planning
programmes which are obsolete and do not meet the real current
need;

b. planning and development require capital investment on a relatively
large scale.

Secondly, land prices constitute a serious problem. Util quite recently
it was customary for privately-owned land, being expensive, to constitute
a major component in the prices of apartments while public land, particularly
in the development arcas, was relatively cheap. However, this situation has
changed as a result of recent reforms and the price of public land is now based
on the market price and on system of capitalization of the lease fees. The
effect of this reform has been that in many cases the prices of public land
have increased substantially, causing a steep rise in the prices of apartments
built in the framework of public housing schemes. For example, the prices
of land for public housing in the Jerusalem district in 1976/77 are 30-40%
higher than the equivalent prices for 1972/73; 70-80% higher for the cor-
responding period in the development regions of the North and 30-40%
higher in development regions in the South.

Thirdly, the manifestations of speculation in the private land market
continue to be significant. It hardly seems likely that these trends can be
curbed so long as the property tax on unbuilt up land does not exceed 2.5%
of the value of the land. For if the value of a plot of land increases by 10%
within one year, then even after payments of the 2.5% property tax, a
potential, and far from negligible capital gain of 7.5% remains.

In view of the above, the principal measures to be adopted in order to
put land relations on a mnre wholesome basis should be along the following
lines :

a. measures to speed up planning and development of the land, with a
corresponding accelaration of the pace of work on completion of
the master plans and detailed plans for ttowns and settlements;

b. measures to ensure availability of public land at relatively low
prices for building purposes, other than in development areas;

c. a reform of the land taxation system, with a view to reducing capital
gains and curbing the speculative trends in the private land market.
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number of visitors would, because of the negative effects, cause a deterioration
in the total benefit derived by the public instead of enhancing or adding to it.

In order to determine the break-even point, forecasts of the expected
increase in the number of visitors to the Carmel Park should be considered.
In the year 1971-72, the total number of such visits was 850,000; but the
total is expected to grow substantially in the future. Detailed calculations
show that the number of visitors in 1985 is likely to be as high is 1,250,000
or even as 1,500,000. It is therefore essential to develop the recreation sites
in the Park and to increase its capacity.

Increasing the capacity of the Park would certainly be possible, for
while its present capacity is estimated at a daily maximum of 8,000—26,000
visitors, the potential capacity is far higher: from 21,000 to 41,000 visitors
daily. Possibilities thus exist for considerable expansion. However a number
of problems arise in this connection. In particular, it has been found that,
in the planning year 1985, expected demand exceeds the capacity evaluated
in such a way as to create over-crowding in certain areas (particularly the
northern part of the Park) with all the likely negative effects.

The conclusion reached is that, in order to achieve an optimal balance
between expected demand and the ecological capacity, a more detailed
study should be made of this capacity, in relation to the different specific
areas of the Carmel Park. Work should also be started immediately on
examining and planning alternative recretational sites in the immediate
vicinity, and the more distant environs of the Carmel Park (on the Carmel
itself, in the Menashe forests, and in the Alonim and Shfar’am districts).

On the other hand, the development of additional picnic areas should
be confined to certain areas of the Park, and it is important to ensure that
the recreational sites are run in accordance with their potential, so that the
Park will be able to held the anticipated pressure of visitors, and meet the
aspirations of the largest possible number of hikers and other visitors.

Yoseph Marer
A RE-EXAMINATION OF ISRAEL'S LAND POLICY

Israel’s land policy has several weaknesses and it is vital to find an early
solution in this field.

First, although there is as yet no physical shortage of land, and indeed
in certain central regions of the country tthere are substantial reserves of vacant
public land, there are indications of a shortage of land for suitable building
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area. But if the building percentages increase and, let us say, exceed 140%,
then the maximum limit of the proportion of confiscated land for public
needs should surely be 60% or more.

In view of the above, certain clauses in the Town Planning Act should
be amended, particularly those dealing with the maximum proportion of
expropriated land. In particular, the following amendments and alterations -
are recommended :

a. the proportion of expropriated land should correspond to the specific

needs of each master plan and each detailed plan :

b. In determing the maximum proportion of expropriated land required
for a specific master plan, the main factors to be taken into con-
sideration are the size of the town, its functional traits and its
regional role, while in determining the proportion of confiscated
land permitted for a detailed plan, local circumstances such as the
nature of the land uses and the maximum permitted building den-
sity should be the main considerations.

c. Two major components should be included in determining the
proportion of expropriated land permitted for public services :
1) a component reflecting the population size of the locally of the
plan and its surrounding, in order to be able to determine require-
ments in the area of welfare services; 2) a component reflecting
the needs of the urban system in technical, functional and organ-
izational terms for the determination of requirements in the area of
infrastructure services.

R. Aniss, M. Baron and M. Shechter

TOURISM RECREATION IN CARMEL PARK —
POTENTIAL AND DEMAND

The landscape traits of the Carmel Park, its many natural attractions
and historical and archaeological sites, have made it into a popular sitc
for leisure and recreation in natural surroundings. But this popularity has
its negative aspects: there is a danger that too many visitors and tourists
may cause a depreciation in the value of this park as a recreation area,
since over-utilization of this kind is liable to harm the ecological balance,
to cause a deterioration in the landscape and the natural values and actually
to detract from the enjoyment of those who visit the Park. It is therefore
important to discover the break-even point beyond which any additional
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the framework for using the acquired land for the purpose of positive devel-
opment. The need to look ahead as far as ten years in identifying land needs,
the specification of the five years rolling programmes, the statement of
intentions in relation to opportunity purchase under developed control —
all these measures will facilitate the planned development of land.

It is also noteworthy that the act leaves much room for collaboration
with private enterprises (builders, developers and financial institutions) on
the land which the authorities will be acquiring but not developnig directly.
It has to be borne in mind, that the developers have accumulated much
experience, know-how and entrepreneurial skills. There is no easy subsitute
for these skills, and it is understood that the authorities will enter various
“partnership agreements” with private developers in order to make use of
this accumulated experience.

Yohanan Allon

LAND EXPROPRIATION FOR PUBLIC USES

The 1965 Town Planning Act gives the local town planning authorities
the powers ‘to confiscate land for purposes of public services, up to 40%
of the land area required. The notion “public services” refers here to both
community welfare services such as education and health, and infrastructure
services (roads, parking spaces, installations for supplies and salvage removal
and so on). A uniform rate of 40% of the land of any master plan or any
specific detailed plan was determined without due consideration for the
conditions characteristic of the specific settlement (or region); the purposes
for which the land is earmarked under the plans, the building densities that
characterize it, the total land area of the plan etc.

However, circumstances have shown that this approach, which deter-
mines a uniform maximum rate of confiscation, is based on an over-simpli-
fication and is far from adequate for meeting real public needs. The rate
of confiscation should not be uniform for all master plans and for every
conceivable detailed plan, since each is intended for public services at a
different level. The proportion of confiscated land should therefore cor-
respond to the targets of the land and to the uses allowed for it, with due
consideration given to the intensity of land use for residential or other
purposes. For example, on the basis of the norms recommended by the
Ministry of Housing, one might conclude that the rate of 40% maximum
of confiscated land was suited to a net building percentage of 50% of prot
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ment on land by private interests will be taxed by 80% rising ta 100% of
the increase in development value as a result of the planning permission.

The implementation of the Community Land Act will proceed by
successive stages. In the first stage, beginning April 1976, the authorities
will have the duty of considering whether or not to bring development land
into public ownership. Having bought the land (at open market value),
they will have the duty of seeing that it is developed for this purpose. Over
an ensuing period (perhaps up to ten years) the duty to consider will be
supplemented by an obligation to buy in certain areas and for certain classes
of development.

Gradually this obligation will be extended until the duty will be applied
to every piece of land which goes into development (subject to some exep-
tions). At this stage no development will then take place (the exceptions
apart) on land other than owned by the authorities, local government and
new town development corporation. At this stage the development land
tax will disappear and the purchase price will be at current use value. In
this way all rises in land value consequent on development will flow to the
community.

Thus the Act clearly gives additional powers to local authorities and
at the same time removes corresponding freedom of action from those
concerned with the development process, in particular the landowners and
developers.

The implementation of the Act will have a different impact on various
groups in the community. Land owners as a whole will suffer since they
will, in most cases, lose their freedom to develop and obtain ownership of
theid land. The developers will be also more restricted when developing
on their own land; but they will be able to conduct their development
functions per se as before, treating with the local authorities as land owner
rather than with the private sector. The rate payers should be financially
better off in the long run if the scheme prospers, since authorities will buy
land more cheaply and realise development value on land leased or sold for
private development. And lastly, the consumers should be better off if the
authorities can in fact use the additional powers to good advantage in securing
the best use of land in the interest of the community.

The Community Land Act can be regarded as an important contribu-
tion to planning. In the framework of this act, authorities will need to prepare
“land policy statements”, which will provide policy links with the planning
objectives of the area and will include the background for consideration by
authorities of possible acquisition of land. '

The act will also be usefull as a development measure. It will provide
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b. establishing a scale of national priorities and allocating land in

accordance with these priorities;

c. exercising control over the implementation of the physical planning

and the land allocation stipulated.

We recommend that two committees be set up to direct the activities
of the Israel Lands Administration: first, a ministerial committee on land
distribution which would act as a steering committee with respect to the
activities of the Israel Lands Adminisration and secondly, an inter-ministerial
committee of experts for the professional supervision of its activities. The
Administration should also set up regional executive bodies of an inter-
ministerial character for the implementation of government directives on
land policy at the regional level.

Channels for co-ordination in the future between the Lands Admin-
istration and the various ministries should be determined in accordance
with these proposals. It is being suggested that the Ministries of the Interior
and of Housing be responsible for physical planning at the urban and local
levels, and that the Ministry of Housing be re-organized as a ministry of
town planning. It is also suggested that physical planning at the target level
should be the concern of the specific ministries involved, for example —
the physical planning of transport facilities should come within the com-
petence and responsibility of the transport ministry. However, local and
detailed plans of this nature should be coordinated within the general national
and regional planning of land uses, and this national and regional planning
should be the responsibility of the Israel Lands Administration, which would
thus be fulfilling functions of coordination on the national scale of all aspects
of land -and land policy.

N. Lichfield

NEW LAND POLICY IN GREAT BRITAIN

The new “community Land Act 1976 which was recently passed in
Great Britain, may be regarded as a major event in the country’s land policy.

The purpose of this act is to enable authorities to purchase more readily
than now land for development, as well as for their normal public purposes
of controlling (in the role of landowners) the housing, commercial and
industrial development which will take place on the land. A second im-
portant purpose will be achieved in the passing of the Development Land
Tax Act, visualised for summer 1976, which will ensure that any develop-
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dustry, commercial services and public institutions, on the other hand
comprehensive measures should be taken to restrain the process of impoverish-
ment of the agricultural land reserves. Another function of land policy is to
help create the economic and social infrastructure necessary for the absorp-
tion of new immigrants, for this is one of the basic elements of life in Israel.
Furthermore, land policy should be oriented towards certain aims of a
political nature, such as the political and security aim of increasing the
population of the border regions of the state.

It is evident that Israel’s land policy faces many serious challenges
and tasks. The question is to what extent the present set-up of institutions
and competent bodies in charge of land policy is capable of dealing with
these challenges and tasks in an effective manner. At this point it would
be relevant to point out a number of weaknesses of the institutions and
competent bodies dealing with land policies :

First, there is a grave lack of coordination between the different
ministries involved. They tend to act without sufficient prior consultation
with each other. For example, the Housing Ministry, in constructing large
residential quarters in Upper Nazareth, failed to coordinate with the Ministry
of Commerce and Industry. Result: the need to allocate suitable land for
industrial zones was overlooked. Another instance -— the Ministry of Labour
launched a campaign to encourage settled Isracli families to move out to de-
velopment towns but, because of lack of coordination with the Ministry
Housing, no flats were available for a large section of the families who
responded to this call.

Secondly, while there is a certain body of legislation, and government
decisions have been passed which could serve as the basis for an effective
land policy, this legislation and these resolutions are for the most part not
applied in practice. For example, while a decision was taken to freeze the
allocation of land along the coastal plain, in fact planning and development
have been started in several locations: in the sand dune region of Rishon
LeZion, at Caesarea, Ashdod and in southern Netanya.

For these reasons, we suggest far-reaching reforms in the organizational
structure of the institutions dealing with land policy in Israel. We suggest
that the Israel Lands Administration be re-organized and accorded extensive
powers. In fact, it should have broad competences functioning as both an
inter-ministerial and a supra-ministerial body. Following upon such a re-
organization, the Administration would be the highest authority for planning
and development of land objectives in Israel. For this purpose, it would deal
with the following areas of activity :

a. physical planning at the national and the regional level;
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Meir Zorea and Alexander Poznanski
TOWARDS A NEW APPROACH TO LAND POLICY

Land policy in Israel today faces a number of highly significant chal-
lenges: first, the pattern of geographical distribution of population in the
country leaves a great deal to be desired. The decisive majority of the popu-
lation — app. 72.9% at the end of 1975 — are crowded into the central
regions of the country (the Tel Aviv, Haifa, Jerusalem and Central districts),
though these areas account for only 15.8% of the total land reserves of the
State. On the other hand, 27.19% of the population of Israel live in the
remote and peripheral areas of Galilee to the North and the Negev in the
South, which account for 85.5% of the country’s land area. What we have
here then is a glaring imbalance between the population distribution on the
one hand and the distribution of land on the other, and this has many
negative implications. As a result of the over-population of regions of limited
land area, a grave shortage has developed there of public land for vital
purposes such as industry, cultural and educational facilities, open spaces
and parks etc.

Other negative economic effects are a rapid pace of increase in the
prices of land and apartments, transport difficulties etc. The over-population
of these regions adversely affects the welfare of the population and the
quality of living, both because of the resulting shortage of parks and open
spaces and because of the pollution, noise and other ecological nuisances
caused. There is also an overspill of urban land uses at the expense of
agricultural and rural land uses.

One of the important aims facing Israel today therefore is to bring
about serious change in population distribution: it is particularly important
to increase the proportion of the population living in the Negev and Galilee
regions.

The following targets may be enurmerated here: whereas today, the
population of the southern district is slightly over 400,000, it would be
desivable to raise the population of this region to one million by 1992 when,
it is assumed, the population of Israel (inside the “Green Line”) will total
five million. Similarly, an important goal is to increase the population of
the North of the country (the Galilee and the Haifa district) from one
million today to 1.75 million by 1992.

It is also one of the major functions of land policy to ensure the avail-
ability of land reserves for the advancement of the economy: while, on the
one hand, land reserves must be available for the rapid expansion of in-
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