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A publication of the International Monetary Fund and the World Bank Group.
December 1973, p. 22.
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development plans, such procedure is most illogical and inefficient. It results
also in dividing the planning process among several authorities and Ministries
instead of being consistently centralized.

Another deficiency in the legislation regarding town planning is the total
omission (in the 1965 law) of the subject of financing land in the process of
development. This in turn encourages the activities of vested-interest pressure
groups who exploit the increase in land values to gain private profits. Thus, the
law is unable to control the wide increase in land prices and rampant specula-
tion. This situation requires a total reorganization of the planning system. A body
should be established to manage town planning legislation. It should deal with
fundamental problems such as economic aspects of land policy and procedures
of implementation of short and long-range plans through appropriate legislation.
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2) The government owns large amounts of land reserves throughout the country.

3) There are no efficient measures for controlling market land prices.

4) The state enjoys a monopoly on the land reserves and is, therefore, capable
of controlling market prices through a regulation of supplies.

5) The continuous rise in the price of housing impedes a general stabilization
of prices.

6) There is considerable difference in prices between non-developed vacant land
and improved land.

Consequently, we propose the establishment of companies responsible for
the planning and development of vacant land. After having been developed, the
land would be put on the market for immediate building. The companies would
be responsible for efficient planning of the land as well as all required basic
development work such as the installation of water, electricity, sewage and road
systems. The developed land would be put up for sale according to prices
suggested by a government assessor. The optimal price of land should consist of
10-12% of the total construction cost. The companies would be compensated
for their expenses and investment in their projects.

Such large scale operations would accomplish two goals:

1) The ILD would receive the full price of its land.

2) A consistant policy would stabilize the price of housing and curb inflationary
trends in the economy.

Shmuel Shaked

LEGISLATION AND ITS RELATION TO
THE LAND PROBLEM IN ISRAEL

The price of land is affected, among other factors, by its designation and
availability. As these factors are clearly determined by physical planning of the
land, it is of interest to examine the legislation, upon which such planning is
based, and to review its deficiencies.

Town planning in Israel is based on the Planning and Building Law of 1965.
According to this law, plans are suggested by individuals to a local authority
and are then approved by a district committee, in which the government has
a majority of votes. But in a situation, such as exists today in Israel, where the
government is both the principal owner of land as well as the chief executor of
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New Yorkers prefer to live outside the city, while wealthy Parisiennes prefer to
live in the city with a second house in the country for weekends and vacations.

Madrid, Milan, Munich and Tel Aviv are cities with very high residential
land values — $ 500 to $ 700/m?, and in these cities, too, the high income strata
prefer to live in the city. Although each of these four has a considerably different
GNP per capita, they all tend to push the low and even middle income strata
outside the city, leaving land speculation to grow unrestrained.

Interesting results were obtained when the highest residential land values
were computed in units of annual GNP per capita. This is more significant for
residential than commercial land values, as the annual GNP per capita expresses
more exactly the purchasing power of the local population for residential land.
They are for Madrid 0.60, Paris 0.35, Tokyo 0.35, Milan 0.30, Tel Aviv 0.27
and Mexico City 0.26. These six cities shared a very high rate of increase of
GNP per capita from 1953—1970.

The Relationship between Commercial and Residential Land Values

The commercial values in all the cities studied are many times higher than
the residential values. The ratio of residential to commercial values ranges from
1:3.4 and 1:4 in Madrid and Tel Aviv to 1:50 in London.

As shown by the data, three cities show an exceptionally high ratio of
highest commercial to residential land values — London, Zurich and Beirut.
All three of these cities have very high commercial land values, but Beirut and
London have lower residential values than in Zurich, which is the city with the
highest commercial value. The figures for these three cities may lead one to
assume that there is no relationship between the level of commercial and resi-
dential values.

Aharon Rubinstein

CONTROL OF HOUSING PRICES THROUGH
THE ALLOCATION OF PUBLIC LAND

Mr. Rubinstein has brought forward a proposal to control the price
of housing through allocating land to private building companies.

Our proposal to reduce the price of housing through the allocation of
public land to private building companies is based on the following assumptions:
1) Continuous growth in the demand for land can be expected.
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commercial land value appears to be the level of economic activity and the role
of the city in international trade and finance. Generally, the biggest cities of
the largest countries in the world serve also as centers of international trade and
finance. There are, however, large cities with a lesser role in international trade;
these are for the most part cities in countries with a very low GNP per capita.

Among the top five cities in land values, four are the biggest cities in the
world: New York, Tokyo, London and Paris. But, the highest level of commercial
land value is Zurich, a city of 400,000 inhabitants, with a greater metropolitan
population of 800,000 in a country of 6.5 million. Also with a high commercial
land value is Beirut, which has a population of 800,000 in a country of 3 million.
Both are centers of international finance and foreign currency free market.

On the other hand, two of the largest cities in the world, Buenos Aires and
Mexico City, show lower land values than other cities and countries of smaller
population size. There is a relationship between commercial land values among
cities of similar size in the same or different countries only when they are of
similar industrial, commercial character.

No direct relationship was found between the highest commercial land values
in relation to the GNP of a country. Although Switzerland was the third highest
GNP per capita (after the USA and Sweden) as well as the highest commercial
land value holder in the world, the second highest land value belongs to Tokyo
in Japan, which is only eighth in GNP per capita among the selected countries.

The topography of a city and its commercial center is an additional factor
influencing land values. The prices of small areas of the central business district
in Swiss cities where building height is limited by law are much higher than the
large areas in Manhattan, New York, where high-rise buildings are allowed.

Residential Land Values

A look at the data shows that of the five highest cities in commercial land
values, three of them have also the highest residential land values — Paris,
New York and Tokyo. Paris has the highest residential land value, but com-
mercial land values in Paris is less than in Tokyo and New York.

Zurich, with the highest commercial land values, is in the middle category
of residential land values — $ 350/m? and London falls into the category of
low residential land values — $ 160/m?2. Their building regulations and regional
topography influence their comparatively lower residential land values. In Zurich
the highest building coefficient is 2.5, and the population grows mostly outward
to well-planned environs. London residential areas are mostly single or semi-
detached family houses with small gardens, based on a low building coefficient.

The building coefficient of residential areas of Paris, New York, and Tokyo
is high in comparison with Zurich and London. A large per cent of wealthy
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The Ministry of Commerce and Industry has divided the total land in the
country into three areas of preference according to the “law of investment
incentive”. In Development Zone A investors enjoy low prices of land in addition
to other benefits. In Zone B the benefits are more limited, while in the central
developed areas, where land is scarce, these benefits are minimal.

The policy of industrializing new development areas, adopted in the early
60’s, has encouraged the reserving of land for industrial use; nevertheless, not
enough land has been secured for this purpose and since the end of 1972 a
considerable shortage has prevailed. Recently new reserves of land for industrial
use have been located in development areas.

Recently a new concept has been suggested to establish one industrial zone
serving a number of towns and settlements, instead of developing separate indus-
trial areas for each settlement. The implementation of such an experimental
program has been started in Naharia, Shlomi and Ma’alot.

As land reserves in central areas are very scarce,.most of the manufacturers
who intend to build new factories are obliged to turn to new developing
areas. Thus, the policy of preference areas has most efficiently served the policy
of population dispersal.

Land designated for industrial use in central areas is usually sold through
public auction. Every application must be accompanied by a detailed program,
a measure intended to discourage sheer speculation. Nevertheless, some manu-
facturers who work primarily for export receive land and benefits without going
through auctions.

A list of land prices in development areas is issued every year. An entre-
preneur interested in purchasing land pays a certain percentage of the price in
annual installments. Since the price is very reasonable, the industrialist enjoys
convenient terms and is encouraged to invest there. This policy has been adopted
by the Israel Land Directorate in cooperation with the Ministry of Commerce
and Industry and has proved its efficiency.

Haim Darin-Drabkin

COMPARATIVE WORLD URBAN LAND PRICES

Comparing land prices between different countries, cities, and even different
locations within the same city is a complicated task.

A study of the data collected shows that there is no direct relationship
between the level of the highest commercial land values and the size of a city,
a city-region and the population of a country. The main factor influencing
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Moshe Eliman

PROBLEMS OF LAND VALUATION IN ISRAEL

According to official Israeli policy, land administered by the Israeli Land
Directorate is not to be sold but to be leased for long periods. Within these periods
any changes evolving in the terms of the lease require the opinion of an assessing
officer. State leasing Contracts from the Development Authority or the JNF often
include conditional agreement for a revaluation of the land every five to seven
years. Rates of lease are adjusted according to changes in the assessment of
land value.

This procedure often creates problems, as the lessees often claim that they
cannot afford to pay higher rates. The JNF usually"handles such situations in
a very flexible manner, not in accordance with pure financial considerations.

In instances of transferring leasing rights from one lessee to another, the
lessor is entitled to collect part of the profit -which the former lessee enjoys.
The sum which the new lessor pays usually is equal to the difference between
the rate fixed in the leasing contract and the market rate. When the land has
been built, it is very difficult to estimate this difference. The rate which the
lessor receives when any transaction between lessees takes place is between one
quarter and one half of the difference in values, resulting from the increase in
the price of land. Leasing contracts usually stipulate that in revaluating land
the increase in value due to development and improvement done by the lessor
himself should not be taken into consideration.

The principles of land assessment are universal but specific conditions
existing in different countries must be taken into consideration. In Israel we
confront many problems which result from highly inconsistent policies as well
as a dynamic situation.

Dan Tichon

LAND AND THE INDUSTRIALIZATION
OF DEVELOPMENT AREAS

One of the measures to advance the policy of population dispersal in Israel
has been through a differential allocation of land for industrial use.
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it is possible to make changes in the polluting sources, although such action
often involves social and economic costs. Clearing the air of a city is technically
possible but it demands a considerable financial investment. In many countries
there is little readiness to invest in improving the environment. This is a short-

sighted view and will probably cause higher costs and more severe consequences
in the future.

Irreversible Processes

Irreversible processes are more. severe than reversible ones. Drastic erosion
of soil, causing saltiness of ground water or destructing the biological capacity
of a river is an example of such processes.

In Israel there has been a fast deterioration in the quality of the environ-
ment in the last ten years. It should be mentioned that in general the problem
of polluting the environment is difficult to solve since by the time the public
realizes the severity of pollution, the situation has become so critical and the
problem is difficult to overcome. Preventive treatment is often impossible because
of lack of knowledge of the factors causing the problems.

Il — Contradictory Uses of Land

The spacial aspect of the quality of the environment is closely related to
uses of land which contradict each other.

For example, sea costs used as resorts are often polluted because they are
located on oil-tanker routes. In Israel the city of Eilat was developed both as
a resort and as an oil port. A similar situation exists in Ashqelon where oil
pipe lines spoil the beaches or in Zefat where a coffee factory was erected in
the midst of a residential neighborhood. The most blatant example of contra-
dictory land use is the case of the Sea of Galilee; on one hand it is used for
fishing and resort purposes while on the other hand it serves as a sewage basin
for the whole area. Disturbing the quality of the environment affects the quality
of life in an area to such extent that the execution of costly measures, such as
removing whole industries, becomes inevitable.

Il — Preventative Treatment of Environmental Problems

Preventative treatment of pollution can be carried out in two principal ways.
First, there are many technological measures that can be taken in order to
decrease industrial and motor pollution. Installing such devices is costly but is
most economical in the long run. A second way of preventative treatment is
through functional planning of the use of land. Planning should be based on
co-ordinated national criteria so that contradictory uses of land will be minimal.
We should be prepared to bear the costs of such planning, and realize that so-
cial consequences are of higher priority: than short-range economic considerations.
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sea-board coast are not designated for development because of the policy of
leaving spaces open for agriculture between urban settlements.

The allocation of nationally owned land to private owners would also con-
tribute to the future concentration of population along the coastal area; this is
an undesirable development from the point of view of the national policy of
population dispersal.

The Role of the ILD

Claims have been raised that the ILD is concerned mainly with increasing
the funds of the Treasury. Actually, it is the only factor that contributes to a
reduction in the price of housing. It allocates land at reasonable prices, especially
in new towns. It also subsidizes appartments built in central urban areas, through
the supply of cheap land. In the future the ILD plans to mechanize its activities
and deal mainly with problems of urban rather than, agricultural land.

David Amiran

LAND POLICY AND QUALITY OF THE ENVIRONMENT

This article refers to two aspects of the problem of environmental quality:

1. Results of technological progress. Technological progress often creates an
overload on natural processes, burdening nature, either by the sheer quan-
tity of changes that are involved or by the speed by which technology
brings about these changes.

2. Spacial aspects related to contradicting uses of land, mainly in urban regions.
in urban regions.

The Influence of Technological Progress on the Environment

How does technology influence the quality of the environment?

To answer this question one should notice that nature is an extremely
complicated system with a subtle interrelationship existing between all its parts.
Any disturbance in one component of the system bears, consequences upon other
interrelated parts. Technological progress has often violated this balance and
created an exces overload on natural mechanisms. Some technologically caused
changes are reversible, while others are irreversible.

Reversible Processes
Air pollution is one example of reversible processes. It is reversible since
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Meir Zorea

CHALLENGES AND PROBLEMS OF LAND POLICY
IN ISRAEL

The availability of land reserves and the rate of land prices are some of
the main challenges that Israel faces in urban planning.

The Increase in Land Price

-There has been a claim that an increase in land supply can curb the
inflation in land prices in Israel today. Therefore, an allocation by the Isracl
Land Directorate of large amounts of land to private and public builders, has
been suggested. But the economic principle of demand and supply does not apply
when land is the concern; the relatively high supply of land up till recently
has never curbed the continuous increase of land prices. The price of Jand is
closely connected to inflational pressures on the economy and to the general
increase in prices. As long as inflationary trends continue, land prices will rise.

Factors Reducing the Supply of Land

The present scarcity in land supply is partly a result of the fact that owners
consider land as a secure investment and are not interested in using it for
building purposes. This problem could be overcome by appropiate administrative
measures, initiated by the Ministries concerned.

It should be mentioned that the relatively low rate of property tax in Israel
is another factor which encourages the maintaining of land for speculative
purposes.

Another factor which limits the supply of land for building purposes is the
considerable division of vacant lots between a large number of owners. Thus,
in order to accelerate the use of vacant land for construction, expropriation
orders would have to be issued by the government.

The Allocation of Land to Private Builders

A proposal has been brought forward that the ILD* should allocate land to
private builders. Some reservations should be pointed out with regard to this
suggestion. Firstly, this step is supposed to curb the rise in the price of housing
by isolating the factor of land price. This does not seem very practical. Secondly,
it should be clear that the function of the ILD is to supply land to the Ministry
of Housing and not to private builders. The state-owned land reserves along the

*) Israel Land Directorate
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To the Reader,

This journal is dedicated mostly to the vital issues
of land policy in Israel. The opening article is devoted
mainly to this problem, as are the series of articles
related to the debate held by the Land-Use Research
Institute. Other aspects of land policy, such as the
subject of the land distribution to industry and the
problems of land assessment, are brought to light in
other articles.

The editors hope to expand the debate on land policy
and welcome in advance all contributions that would
delve further into the problem.

Another important subject known to evoke interest
and great concern in the world and in Israel is the
mutual relationship between environment quality and
land uses, and a wide-ranged article is dedicated to
this. Our regular departments In the Research Field”
and “Throughout the World" are also presented.

One of the future issues of Karka will be devoted
principally to the subject of land development. People
actively interested and specializing in land problems
are invited to address their thoughts to our journal.

The Editor
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