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the individual at any one time as performing only one specific function.
In reality of course no such person actually exists except in the imagination
of the statisticians. Each individual has many different characteristics and
emotions, a certain consciousness and culture, even while engaged in a
specific area of activity. That is why all parts of the town should be many-
faceted physically, and should provide for variegated activities.

The architect M. Kuhn concludes by pointing out that emergence
of community life is a pre-condition for the chrystalization of a living,
stimulating district of any town that has the attachment of its inhabitants.
But community life is possible only if many different kinds of human
activity are encompassed,and if the residents have the sense of belonging
to the location and to the group living in it.

Such a sense of belonging can never be created in districts of a single
function and significance.

Replying to the comments of M. Kohn, the authors of the survey,
Irit Cherniavski and Alon Elgar, point out that while in the short term there
is some advantage to penetration of private business offices to residental
quarters as it eases the pressure on the town centre, this phenomenon
of over-dispersal entails certain longterm dangers mainly because it leads
to the deterioration of residential areas and causes disturbances to traffic
to and from the centre (particularly in areas where the transport infra-
structure is inadequately developed).

At the same time it would be mistaken to conclude (as M. Kuhn
has done)that we take an absolutely negative view of the trend to disperse
private offices, the authors reply. The truth i that we recognise
the advantages of this trend but in the survey we recommended a policy
that would ensure that the dispersal is carried out in a planned manner
avoiding the negative phenomenon that are part of this process at present.

Specifically, we recommended the opening of subsidiary centres in
various districts, to which many of the offices driven out of the city’s
main business centre could be transferred. We also recommended that
national government offices be removed from the city centre and transfer-
red to the planned centres of government offices.
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sale of the assets, receipt of a building licence or has put into operation
the new use of the property. The draft law also does away with the
confusion that prevailed over the circumstances in which the tax could be
lievied.

And yet, despite these improvements, it should be said that the draft
law as a whole cannot be regarded as satisfactory and should be thoroughly
revised before it is approved and goes on the statute books.

On the Preblem of Dispersal
of Business Services

The survey of regional distribution of Business services in Israel,
carried out by Irit Cherniavski and Alon Elgar and a summary of whose
findings was published in the July 1977 issue of “Karka”, provoked a
controversy over one of the major dilemmas facing urban planning —
the dilemma between centralization and de-centralization in the locating
commercial and business uses in the town.

Michael Kuhn, an architect, sent a letter to “Karka” criticising
the conclusions reached by the authors of the survey for their negative
attitude to the phenomenon of increased dispersal of business services
throughout the town and of the infiltration of such services into residential
neighbourhoods and the city’s periphery.

M. Kuhn argues in his letter that in many cases the phenomenon
of dispersal of private business offices should be regarded as positive and
as a way of overcoming seriousd efects in towns or a high level of
centrality and of over-specialization of areas of activity. This over-central-
ization creates a transport burden and an undesirably high concentration
of people in the limited area of the town centre during specific hours
of activity, while during the rest of the day these central areas remain
practically unused.

Furthermore, over-specialization of areas causes a huge waste of
land areas, infrastructure and municipal services because all these are
exploited for a single purpose only, and even then not around the clock.

In fact the approach that opts for creation of parts of the town
that over-specialise is a managerial and technological one conceiving of
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budgets of many local authorities in Israel. This has certain negative
aspects, as it offers a temptation to local authorities to approve more
easily than would otherwise be the case changes in building programmes
and increases in building rates in order to realize substantial revenues
from the betterment taxes. As a result, high building densities are
encouraged, as are transition to more lucrative land uses (for example
transition from dwellings or industry to commerce and services).

The way to overcome these defects would be to have the land
betterment taxes collected by a central national authority, with the funds
collected in this way being distributed to the various local authorities
according to a pre-determined scale.

And finally, while it is justified to collect betterment tax in cases
when public planning leads to an increase in the value of the land assets,
it is also justified to pay the citizen compensation in cases when the
planning leads to a fall in the value of his assets. Such a drop in the
value of assets is liable to result from town plans that in certain districts
lower the building density and from plans for construction of main roads
or industrial buildings in or near residential neighbourhoods.

In this matter of compensation, the Israeli laws cannot be regarded
as adequate. The law does admittedly permit the public authority to
pay compensation according to its own considerations, in cases when
a citizen is disadwantaged. But the law does not obligate the authority
to compensate the citizen for any drop in the value of his assets resulting
from public planning.

In this context, a new draft law on betterment taxes which was
recently brought before the Ministry of the Interior should be mentioned.
While this draft law contains important changes and improvements, it
also has certain serious faults. First of all it stipulates a betterment tax
rate of 80%  this is far too high a rate, and is a deterrent to development.
Secondly, the draft law — like the existing law — is not sufficiently
flexible, for it determines a uniform tax rate without allowing for any
discounts or exemptions. And lastly, under the draft law once again
collection of the tax will in the future too be the concern of the local
authority, with all the negative implications of this arrangement.

However, the draft law also proposes a not inconsiderable number of
positive changes. For example it is proposed that the property owner
pay betterment tax only after he has realised .the additional value by
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Dr. RAHEL ALTERMAN Betterment Taxes
in Israel

The policy of betterment taxes on land in many countries is based
on two principal objectives: a) planning supports such as directing
development to the appropriate channels and regions, and obtaining the
required building densities; and b) fiscal targets, i.e. ensuring monetary
revenues stemming from increases in land values, for local authorities
or for other public authorities.

Betterment taxes have been in force in Israel for a long time. But
the system has several defects, the most noteworthy of which are the
following:

First, while in Britain (and in a number of other countries) there
is a certain flexibility regarding the rate of betterment tax, and the tax
rate is graded on an progressive basis, in Israel the betterment tax is a
uniform rate of 50 per cent of the increase in the land value.

Admittedly certain local authorities are aware of this problem and
have atternpted to collect this tax on a more flexible way and on a lower
basis, but these attempts have invariably countenanced the criticism of
the State Comptroller.

Secondly, there is a certain lack of clarity over the problem of whether
the tax should be collected when the building plan is approved or only
when the implementation of the plan is completed.

Thirdly, the law states that the tax is to be collected within a two-
year period, irrespective for whether the owner of the property has
actually realised the added value. This formula has on various occasions
caused serious damage to individuals, particularly lower-income families
or elderly couples. Families of this kind are obliged to pay a high rate
of betterment tax once a plan increasing the building density is approved,
even when in fact they derive no real benefit whatsoever from the plan.

Fourthly, Israeli legislation leaves no doubts as to the fact that it is
the local authority that benefits from revenues stemming from betterment
taxes. In fact these taxes constitute a substantial source of income in the
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b.  Taxes on building inputs, which include payments of the building
companies to the National Insurance Institute as well as employ-
ers’ tax. These taxes account for app. 4.5% of total building
costs.

c. Taxes on the building materials input — which include customs
on imported building materials, purchase taxexs, excise (e.g.

the excise payment on cement), etc. —— altogether more than
10.8% of total building costs.
d. Taxes on the services input — 2.1% of building costs.

e. Municipal taxes, including a series of taxes levied on building,
such as the levy on the building licence, levies and taxes on
water, sewage and drainage; business taxes, parking taxes etc.
These taxes add up to about 5% of total building costs.

f.  Value Added Tax, which in 1976 amounted to 8% of the price
of building.

This breakdown of components demonstrates that the weight of the
various categories of indirect taxes (including municipal taxes and VAT)
in 1976 reached 40% of total costs of housing construction. We thus find
that indirect taxes have become one of the most important causes of the
rising price of building in Israel.

The national and local authorities are duty-bound, in light of these
findings, to revise the entire system of taxation imposed on the building
industry so as to lighten the heavy burden of taxes weighing down the
industry.
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BENIAMIN KANDLER The Burden of
Indirect Taxes
on the Building Industry

|’|

Indirect taxes have become one of the most important x
causes of the rising price of building in Israel ® ®

The weight of the various categories of indirect
taxes — including municipal taxes and VAT — in
1976 reached 40% of total costs of housing |
construction ® @

One of the important subjects which is of great significance for the
development of housing construction in Israel is the great burden of
indirect taxes imposed on the building industry. Surveys conducted by
the Contractors and Builders’ Association Centre show that at the end
of 1976 indirect taxes accounted for app. 32 per cent of building costs.
If we add to this Value Added Tax at the rate of 8%, we find that
the burden of taxation amounted to app. 40% (in the meanwhile the
rate or VAT has been increased to 129, in accordance with the New
Economic Policy launched in Israel at the end for October 1977).

This conclusion was reached on the basis of a calculation according
to which building costs were divided into four principal groups of inputs:

a. land — which in Israel today accounts for 35% of land costs;

b. wages — 289% of building costs;

c. building materials and commodities of various kinds — 31%;
and services in the building industry (transportation, equipment
etc.) — 6 per cent.

The various indirect taxxes were categorized and divided in
accordance with these groups of costs. In this way the following division
was arrived at:

a. Taxes on the land input, including the levy on transfer at the

“Tabu” (land register) and property taxes. These taxes account
for 9.1% of the total building costs.

52

2" Vi 'wIn'yl N NI 1N (1D nnimy. Nt D ©



YA'ACOV BEN SIRA Planning Problems

An examination of the relations governing urban and regional plan-
ning in Israel will reveal that this planing is based on outdated legislation.
‘The most important law applicable in this field — the Planning and
Construction Law — was passed by the Knesset in 1965, but this
law is in fact based on legislation made in 1952, which in turn drew its
inspiration from a law passed in Britain in 1947. And then there are
some areas in which regulations on planning and town planning enacted
by the British mandatary rule in 1936 are still in force.

It should be noted that in the past few decades far-reaching changes
have been introduced in the planning and town-planning laws in Britain
itself, changes that are reflected in new laws passed in 1963, 1968 and
1976. Israel, by way of contrast, lags far behind in this respect and
planning is still governed by out-dated laws that no longer correspond
to the needs of the new situation.

Another important area in which Israel lags behind is in problems
of quality of the environment. The rising building density in the towns
of Israel, particularly in the three large cities, has very negative effects
on the quality of the environment.

Even in very small localities, there is a growing number of buildings
of 3—4 storeys. Yet there is no justification for such density in small
communities. As the density increases in the cities, we find a growing
number of plots along the inter-urban roads filled with scrap and debris
of all kinds, both spoiling the view and constituting health hazards.

There has also been a trend recently to promote expensive prestigious
plans, such as the grandiose plan for the new central bus station in
Tel Aviv or the Mamila plan for Jerusalem — without due consideration
for the limited resources available to the economy.

In my view the Ministry of the Interior (or the Knesset) should
appoint a public committee to deal with every such issue of planning
and environmental quality.

Action should also be taken with the following aims:

a. to place greater emphasis on public needs. (There are many
indications that the present rate of 40% of land allocations
for public requirements is too low, and that a rate of app.
70% should be established);
to reduce housing density as far as possible, and

c. for a substantial improvement in the maintenance of the houses
and cleanliness of the plots and gardens.
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b. The aspect of the relation between the policy of the Israel Land
Council and that of the Minister of Finance. It should be pointed
out here that since several divisions of the same ruling body are
concerned, it is only natural that these divisions maintain contact
in order to cooperate, even when this is not explicitly provided
by the law. There should be, then, a rapprochement between the
various authorities, when such rapprochement may take several
forms such as the establishing of coordination committees.

In relation to the opinion of the Attorney General mentioned above,
Mr. Una has brought forward to the Israel Lands Council the following
proposals and recommendations :

First, in view of the Attorney General’s statement that the concept of
“land policy” is a “frame concept”, in relation to which expansion it is
difficult to lay down a hard and fast rule, The Israel Lands Council should
take measures to classify this concept in order to avoid confusion and
misunderstandings in relation to land problems.

Secondly, the Attorney General claimed that the Israel Lands Council
should take into consideration the expropriation policy of the Minister
of Finance. Yet the question is whether the Minister of Finance shouldn’t
take into consideration the policy of the Israel Lands Council? It may so
happen that in the opinion of the Attorney General the power of the
Minister of Finance is above that of the Israel Lands Council, and this
point should be classified thoroughly.

And thirdly, since the Attorney General is of the opinion that the
problem may be solved through “rapprochement” between the various
state authorities in relation to the land policy, then the Israel Lands
Council should take the initiative in order to advance such a rapprochement.
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Defining Competences
in Relation

to the Problem

of Land Policy

(Considerations and Classifications)

One of the urgent problems facing land policy in Israel is the lack
of a clear definition of the competences of the various state authorities in
relation to this significant matter. Reference is made in particular to defining
the competences of the Israel Land Administration on the one hand, and
to those of the various state ministries such as the Ministry of Finance,
Housing or Commerce and Industry, on the other hand.

On the grounds of this confusion regarding the power of the various
authorities vis-a-vis the land policy, Mr. A. Una, a member in the Israel
Land Administration Council, applied to Prof. A. Barak, the Attorney
General of the government and asked his opinion on this matter.

The Attorney General expressed his opinion that the land policy was
stated in the 1960 Act, according to which the Israel Land Administration
should operate, through the Israel Lands Council. The concept of Land
Policy is a “frame concept” and it is difficult to establish hard and fast
rules as to how far it goes. It may be generally said that the concept of
“Land Policy” includes, in principle, the establishing of general norms on
the activities of the Administration.

Paralel to the policy of the Israel Land Council, the Minister of
Finance may and is entitled to determine the policy in relation to expro-
priation of lands. The problem arises, then — which Mr. A. Una has set
forth — as to the relation between the powers of the Israel Lands Council
on the hand, and those of the Minister of Finance on the other, when the
terms of reference may touch or even overlap. This problem has two
aspects :

a. The aspect of the powers of the Israel Lands Council. In view of
the above, it should be noted that the Council, within its terms of
reference, may, and is entitled to take into consideration the expro-
priation policy of the Ministry of Finance.
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But the difficulty lies in the fact that these are not real plans but
only declarations of intent. The means required to achieve these aims
are not stipulated in the programmes, and in fact it is not known whether
there is any system of means whereby the achievement of the aims stated
in the programme can be achieved. Even if such a system were to exist,
the means might be so expensive that perhaps the government would be
deterred from setting itself such far-reaching targets.

In fact the existing programmes are mainly wishful thinking. They
are not being implemented and as a result, much damage has been caused.
Let us consider for example the plans for building in Jerusalem. Because
unattainable targets have been bandied about concerning the future
population of Jerusalem, and building adapted to these targets, for
a certain period too much building was going on in the City, with all
the waste that this entailed.

The same applies also to Galilee.

To sum up, the issues regarding this problem, it could be said
that it is not enough that a plan exists and that land policy has been
adapted to that plan. Two further conditions are necessary:

a. It is necessary to examine the plan to see whether it is feasible,

and

b. Checks must me made as to assure that the plans are actually

being implemented, for a plan that is not carried out can cause
damage and waste of resources.
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are contented and do not wish to leave the quarter, while in the other
instability prevails, the residents are dissatisfied and a large proportion
of them have moved out. The reasons for these differences are not
sufficiently clear, and the process is clearly far more delicate and complex
than it would appear on the surface.

A further question here relates to the supply of the additional public
institutions and public utilities required in the neighbourhoods and
settlements, and the price the local authority will be required to pay
for land allocations for these public land uses. The Israel Lands Authority
decided recently that the local authorities would have to pay the market
price (i.e. prices according to the evaluation of the government assessor)
for land allocations above the norm for public purposes.

In my vnew this decision is justified. If for example a municipality
wishes to construct an additional school, and the area placed at its
disposal in the framework of the requisitions included in the norm are
insufficient, it will have to be prepared to pay the real (market) price
for the land needed. This will prevent waste of land by the municipalities,
and I see nothing wrong with public institutions being built at greater
density than is the case today, and in making the utmost effort to be less
wasteful in the use of land.

The second aim of land policy, as stated, is to ensure proper
preservation of agricultural land and prevent its being decimated by
conversion to competititve urban uses. In my view this is a most important
objective in Israel’s circumstances. And in this connection I would like
to recall that there has been a Dig increase in the prices of agricultural
produce in the world since 1972—73, as a result of which the economic
feasibility of agricultural production has increased considerably.

Furthermore this trend is quite likely to continue in the foreseeable
future, and though no one can foretell what will happen in several
decades from now, it is already evident that agricultural land should be
preserved as such.

And finally, an important aim of land policy relates to its contribution
to the long-term construction and development plans of the state. Several
plans of this kind have been drawn up in Israel, particularly plans for
dispersal of the population. There is, for example, the plan for dispersal
of a population of four million in the country, and a parallel plan for
dispersal of a 5-million population.

There is no need to explain that land policy must adapt itself to
these long-range plans.
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Dr. A. BOROCHOV Land Policy —
its Significance
and its Aims

The subject of land policy can be discussed from three viewpoints.
The first relates to the manner of ownership of the land, and this brings
us to the question whether public lands should be handed over to the
users on lease or on sale. The second aspect is prevention of exaggerated
and unjustified wealth accumulation from Iland transactions and
speculations.

But what appears to be the most relevant aspect is the following:
how can land policy help in the realization of the basic aims that the
state has set itself? In this connection I would like to dwell on the
contribution that land policy can make to the realization of the following
aims:

a. the aim of merging and integration between different groups

of Israeli society;

b. concern for land supply for the vital objectives of the economy
and society; and above all — concern for the preservation
of agricultural land; and

c. the aim of planned population concentrations and population
distribution.

As to the task of helping with social integration, this is far more
complex than it might appear at first glance. I am not sure whether
we sufficiently understand what are the processes that result in certain
neighbourhoods successfully preserving a certain heterogenecity and social
stability, while others fail.

In any case the size of apartments and scope of land allocations in
themselves do not account for the differences between different neigh-
bourhoods.

Let us consider for example two neighbourhoods in the Tel Aviv
area that were both established twenty years ago: Naveh Zahal and
Ma’oz Aviv. In both neighbourhoods the flats are relatively small and
the background of the population is largely similar.

But today, twenty years later, we find that one of the two has
preserved a certain social stability and a large proportion of the population
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At this stage a serious difficulty arises; in 1967 the Israel Lands
Council took a decision to the effect that if a local authority wishes for
land above the norm for certain public purpose, it may obtain such
land on lease at market prices only: i.e. according to the evaluation of
the assessor, as is the practice regarding land not eamarked for public uses.

This decision could have the most serious implications for the quality
of life in Israel, as the local autherities, facing serious financial problems
and budget deficits as it is, will find it difficult to muster the resources
needed to pay the market price for the additional land required for the
needs of public institutions and requirements of transportation and open
spaces.

It will therefore be found that the need to pay the market price for
land allocations for public uses over and above the norm will constitute
an obstacle in the way of setting up public institutions that are vital for
the welfare of the community, and this will also hamper the endeavours
being made to bridge the gap between the two standards of life that
have emerged in Israel

Furthermore this decision is liable to lead to an increase in land
prices in general, and clearly high land prices will prove a most serious
obstacle to the country’s economic development programmes. A classic
example of this trend may be found in Jerusalem, where land prices
for housing and industry are particularly high, partly as a result of the
government’s own declared policy of accelerated increase in the city’s
population.

Here we have a case of the government deciding on accelerated
population increase and development, a policy that every assessor is duty-
bound to take into consideration in evaluating land, and which must
inevitably result in a rise in prices.

On the other hand, when a prospective entrepreneur compares land
prices in Jerusalem with those in other localities, he finds the rate in
Jerusalem far higher. The government’s policy thus sows confusion,
hampering the implementation of its own development plans.

It is therefore suggested that policy and price determination should
not be left to the assessor but should be treated as matters of policy
for those responsible to decide, exercising their authority in determining
priorities and land prices.
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Dr. S. REICHMAN The Social Functions
of Land Policy

In the course of the past twenty years a considerable gap has emerged
in building standards and the quality of urban life between neighbour-
hoods and settlements built in the framework of public housing projects
and those constructed mainly by private contractors. This emergence
of two standards presents Israeli society with one of its most serious
challenges.

The best way available towards bridging this gap is to provide a
substantial addition of public institutions and other public utilities to
promote the welfare of the inhabitants. By this we mean building more
institutions such as schools, kindergartens, youth clubs, cultural centres,
clinics etc. as well as providing more open spaces (parks, gardens etc.),
roads and shops.

In this way it would be possible to offer the residents of public
housing projects outside their homes what it is not possible to provide
inside their apartments.

However, if the population (particularly in the districts of sub-
standard housing) is to be provided with these additional public utilities,
the land allocation for public uses will have to be increased substantially.

The Law of Planning and Construction of 1965 established
a norm of allocations for public requirements at the rate of 40% of the
total area of land plots. There are many locations in Israel today
where the allocation is even lower. This is because before 1965 the norm
stipulated by law was for 25% of available land to be earmarked for
public purposes.

But it has been found that even the 40% norm cannot be considered
sufficient in many instances, and certainly any norm lower than 40%
is inadequate. In this connection it is relevant to note the research findings
of Professor Eilon of the Haifa Technion; he found that there was no
justification for a flat 40% rate of allocation of land for public uses,
and that in many cases a higher percentage was needed. A major
consumer of the allocation for public purposes is transportation (20 per-
cent or even more of the total land area), but substantial allocations of
land area also required for open spaces and public institutions.
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