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Introduction

For three decades, housing prices in Israel have been on the rise. This rise
occurred in two “waves,” the first during the 1990s, against the background of
immigration from the former Soviet Union, and the second from 2008, following
the worldwide economic crisis. However, while the price rise during the 1990s can
be attributed to population growth and the increased need for housing, the price
rise since 2008 is attributable primarily to financial processes that occurred
against the background of the economic crisis, mainly the reduction of bank
interest and the decline of capital market returns.

In Israel today, housing has become real estate investments, in which the
mechanisms of allotment and price are determined by “market forces.” Among
these forces are wealthy households and financial corporations, which purchase
expensive apartments for both residential use and investment; banks and
financial entities, which provide credit to apartment purchasers and real estate
corporations; and real estate entrepreneurs and other professionals whose
income is based on intensive economic activity in the housing market.

The “private market” policy in housing in Israel exacerbates existing socio-
economic disparities, as a growing stratum of the population continues to
experience difficulty in obtaining “a decent apartment at reasonable cost,” a goal
defined in the vision of Israel’s Ministry of Construction and Housing.?

In the wake of the rise in apartment prices in recent years, many of the
households that succeeded in purchasing apartments did so by taking out
mortgages of increasing magnitude, which saddle them with paybacks for many
years, put them at prolonged financial risk, and burden them with huge return
payments. According to Bank of Israel figures, in recent years there is evidence of
an increase in the weight of housing loans given out by the banks, in which the
mortgages consist of 60-75% of the apartment cost, an increase in the percentage
of financing, along with additional financing to cover “self-capital,” as well as an
increase in the percentage of mortgages in which the monthly return payment is
higher than 30% of household income.?

1 Swirski, Shlomo and Yaron Hoffmann-Dishon. 2015. From Housing to Real Estate: The Implications of the
Accumulation of Wealth in the Hands of Few on the Housing Market. Adva Center.

2 Bank of Israel. November 2021. Review of the Banking System — First Half of 2021; Bank of Israel. February 2022.
Report on Financial Stability for the First Half of 2021. (Hebrew).
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According to the accepted benchmark, payments higher than 30% of household
income endanger the economic stability of the household and have a negative
effect on the possibility of paying for outlays needed in other areas.

Households that are not able to purchase a suitable apartment to live in, usually
resort to rental housing on the private market — which is characterized by lack of
regulation and instability. In recent years, the proportion of households living in
rental housing has been on the rise. While in 1997, 24.3% of households resided
in rented housing, in 2018 their proportion was 28%.% The proportion is higher
among the lower- and middle-income deciles than among the higher deciles.
Rented housing is more prevalent in the central part of the country than in the
periphery.* In 2018, 53% of households in Tel Aviv-Jaffa lived in rented housing.®

The accepted convention is that in order to maintain a decent standard of living,
households need to spend no more than 30% of their disposable income on
housing. In actuality, numerous Israeli households spend more: in 2018, 29.5% of
Israeli households spent 30% or more of their net income on housing. The burden
of housing is heavier for households with low income, and heavier for households
living in rental housing rather than in their own homes, even with mortgage
payments.®

The increase in housing prices has affected Arab society in Israel, which is
characterized by a relatively high proportion of home ownership, a situation
arising from the fact that in Arab localities there are hardly any alternatives. In
contrast, in mixed Jewish-Arab cities, the situation is different. According to
figures from the Israel Democracy Institute, the proportion of Arab citizens living
in their own homes in mixed cities has decreased during the last decade, from
76% in 2008 to 48% in 2018, a proportion much lower than the average in Israel
(66.5%).’

3 Central Bureau of Statistics. Housing in Israel — Figures from Survey of Household Expenditures 2018. January
2020.

4 1bid.

5 Tel Aviv-Jaffa Municipality. Center for Economic and Social Research. 2021. Statistical Yearbook: Main Figures and
Trends. (Hebrew)

6 Adva Center. March 2021. Israel: A Social Report — 2021: Corona and the Epidemic of Inequality in Israel.

7 Israel Democracy Institute. January 2022. A Worrying Trend in Mixed Cities: Dramatic Reduction in the Proportion
of Arab Households Living in Their Own Homes. (Hebrew)
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As part of the “private market” policy dominating the area of housing for the last
few decades, the government of Israel abandoned public housing, made the
criteria for entitlement stricter, and reduced or ended completely its investment
in the construction of new public housing. In recent years, rent assistance has
become the main policy channel in the area of housing — a channel which suffers
from numerous problems, is not budgeted in accordance with need, and worst of
all — does not fulfill its own aim of providing assistance for the acquisition of a
stable roof over one’s head.®

The continuation of the housing crisis, which has an adverse effect on a good part
of the Israeli population, remains on the public agenda in Israel, with, for the time
being, no response. As long as government policy is dominated by the ideology of
“the private market,” the vision which still serves as the slogan of the Ministry of
Construction and Housing — “a decent apartment for every family at reasonable
cost and in suitable neighborhoods” — will remain an empty phrase.

About this Document

Between 2015 and 2017 the Adva Center published a series of studies on the
housing crisis in Israel. The studies dealt with the increase of economic inequality
and the implications of the amassing of wealth in the hands of few on the housing
market, with the political economy of the housing market and the effect of
“market forces” on that market, and with the development of desirable
alternative directions, under the rubric of “universal public housing.”®

In November 2020, the Adva Center published an additional paper, entitled
“Housing for All: Outline for Post-Capitalist Housing Policy in Israel.” The paper
was written in the framework of a workshop on post-capitalist thought and action
on the part of civil society that took place at the Van Leer Institute between
March and October 2020.

8 Hoffmann-Dishon, Yaron. 2021. The Ideology of “the Private Market” Continues to Dominate in Housing Policy.
Adva Center. (Hebrew)

9 Swirski, Shlomo and Yaron Hoffmann-Dishon. 2015. From Housing to Real Estate: The Implications of the
Accumulation of Wealth in the Hands of Few on the Housing Market. Adva Center; Swirski, Shlomo and Yaron
Hoffmann-Dishon. 2016. The Split Housing Market: “Market Forces,” the Housing Crisis and the Forgotten Vision.
Adva Center; Swirski, Shlomo and Yaron Hoffmann-Dishon. 2017. Public Housing Option: Adva Center’s Response to
the Housing Crisis in Israel. Adva Center.



The paper suggested a policy whose purpose was to enervate the status of
housing as merchandise, weaken the connection between economic status and
locality and quality of residence, and guarantee high-quality and suitable housing
for all segments of the population. Under such a policy, a residential apartment
would cease to constitute real estate merchandise, planned, financed, built and
sold in the market for the purpose of investment and maximization of profit;
instead, apartments for residence would be constructed as a universal public
service, available and accessible to all, just like public education and health
services.

The present document is a continuation of the previous one and was also written
with the support of the Van Leer Institute. Its purpose is to examine the
possibilities of implementing “housing for all” in Israel, by means of comparison
with and learning from the policy of universal housing in Vienna, the capital of
Austria.

Vienna’s housing policy was chosen as an example of best practice for promoting
Housing for All. In the city of Vienna, public and social housing arrangements are
salient; they aim to guarantee the right to quality housing in the city for all
segments of the population. The literature considers this policy an expression of
the implementation of the idea of a “just city”;!° it is also perceived as a policy
that promotes gender equality, as its very creation involved gender

mainstreaming .

As will be delineated in the document, this policy is based mainly on a large part
of housing being handled “outside the market,” not for the purpose of profit,
and whose price is not determined by the mechanism of supply and demand.

Part one of the document presents a short review of the present policy in Israel
whose aim is the promotion of discounted housing, long-term rental, and public
housing. Part two presents in detail the principles of housing policy in Vienna
which aim to guarantee the possibility of living in the city for all segments of the
population.

10 Kazepov, Yuri and Ronald Verwiebe. 2022. “Is Vienna still a just city? The challenges of transitions,” pp. 1-16 in
Vienna: Still a Just City? Edited by Yuri Kazepov and Ronald Verwiebe. London and New York: Routledge; Fainstein,
Susan S. 2010. The Just City. Cornell University Press.



Inspired by the principles of housing policy in Vienna, part three of the document
presents the central changes that need to take place in order to promote
“housing for all” in Israel, as well as the challenges and impediments that need to
be overcome if such a policy is to be pursued. Below is an outline of those
changes:

A. To make the decision to embark upon an extensive policy of “housing for all.”

B. To challenge the central place of the model of private ownership in housing
policy.

C. To significantly increase the budget for public housing and to change its
method of allotment.

D. To create mechanisms for long-term rental housing, not for profit and with no
time limits.

E. To cease to perceive land as a source of revenues, and to allot designated land
to low-rent housing.

F. To rein in real estate investors and to establish regulatory mechanisms for the
private rental market.

G. To act to reduce socio-economic inequality.

The aim of the policy promoted by this document is a situation in which every
resident of Israel benefits from access to stable, quality housing, and at the
same time, maximum freedom to choose where to live, without having their
future burdened by heavy debt and huge expenses.



