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of the overall cost of both purchasing the plot and the actual construction.
Only in such a way will these households be able to effectively overcome
their housing difficulties.

The proposed policy will facilitate the development of a balanced
housing market in Arab localities. It is expected to promote free and
equal competition between self-construction - if by members of an
extended family or by nuclear families grouping together for this purpose
and high-density housing development, allowing for the mix of housing
types to emerge spontaneously, best suited to each locality.
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attached to the parent house. This practice has contributed to an ever
increasing residential density within the Arab localities, a building
density well beyond accepted market standards. At the same time, the last
few years have witnessed a growing number of apartment buildings
constructed and owned by six to eight members of the same extended
family. This burgeoning trend, while counteracting the tradition of ill-
considered, indeed illogical use of built-up land, does, however, also
check the tendency towards dispersed residential construction.

It should be stressed that in the context of the existing market
mechanisms there are certain households within the Arab localities that
find it extremely difficult to resolve their housing problems. Their
difficulties are the result of the convergence of several circumstances. In
the last decade there has been a significant increase in the number of
households who have not, and will not, inherit land. The number of
households without the means of building additional dwellings on the
extended family's plot of land has also grown. In both cases, resolving the
housing problem means a larger than usual capital outlay. This is because
in addition to the construction costs itself, funds are needed for
purchasing a plot. At the same time, there has been a gradual erosion of
the tradition of mutual support within the extended family. Consequently
many households, particularly the poorer ones, receive no financial help
from their families and are forced to amass the capital needed to resolve
their housing problem on their own. Yet, many Arab households are not
able to gather the amount of money required both for purchasing a plot of
land and building a house of 110 square meters or over.

In view of all this it is recommended that the government base the
aforementioned direct aid program on the ability of the households to
build their own houses. Thus, households able to build relatively modest
dwellings and present the appropriate plans, will be offered larger
government mortgages by the Ministry of Construction and Housing.
Households who can build relatively large dwellings or detached houses
will be allocated smaller mortgages. This will ensure that households
with only a limited ability to resolve their housing problem will receive a
substantial amount of financial aid, while households who are capable of
solving their housing problems will receive less aid. The financial aid
offered to households in most need, should cover no less than 80 percent
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the part of the authorities. They demand that both the Israel Land
Administration and the Ministry of Construction and Housing as well as
the local authorities, subsidize high-density housing projects. The
developers claim that without such subsidies they will find it difficult, if
not impossible, to compete on the open market. The question is whether
there is any justification for heavily subsidizing an expensive type of
housing, and particularly one that does not offer an appropriate answer to
problems of housing in Arab localities? It should be noted that financial
considerations are not the sole reason why high-density housing is the
least favored housing option among potential Arab buyers. Thus, rather
than subsidize high-density housing it is recommended that a policy
which offers direct financial aid to those families in need of housing be
instituted. Such a policy will allow households to choose between
building their own house or buying an apartment in a high-density
housing project. This, in turn, will encourage the development of free
market competition between high-density housing and self-built detached
houses.

The second goal has met with mixed success. Developers are proceeding
commendably to assemble or reparcel plots. They have also presented
detailed construction plans in which they undertake to develop
infrastructure at a standard higher than that currently existing in most
Arab localities. In practice, however, financial difficulties have prevented
some of the developers from completing the planned infrastructure. Even
in those cases where the Ministry of Construction and Housing helped
finance the construction of infrastructure, the work is still uncompleted.

The development of adequate neighborhood infrastructure is, in fact, the
responsibility of local authorities and the local planning commissions.
These bodies undertake to ensure that the infrastructure is satisfactory
and meets legal building standards. The Ministry of Construction and
Housing has no role to play in this respect. On the contrary, it is entirely
possible that by favoring the improvement of municipal and regional
infrastructure at the expense of individual households building interests,
its involvement would undermine the housing prospects of weak families.

It is evident that the scarcity of plots combined with their high prices,
have led most households to build an additional dwelling, directly
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apartment with these mortgages. In the "Triangle" region these mortgages
helped two thirds of the residents fund over 85 percent of the cost of
purchasing their apartment. About half of the lower-income residents
used government mortgages to pay the entire cost of purchase.

Conclusions

Today, after a decade and a half of trying to introduce high-density
housing into the Arab housing market, it is still neither widely accepted
nor prevalent. Few households regard it as adequate or appropriate
housing. Of the various high-density housing projects initiated, only one
such project, the Al-Wurud Neighborhood in Nazareth, may be regarded
as successful. Most other projects have proved to be only a partial
success, while some have failed completely. In many cases the local
authorities were forced to intervene in order to facilitate the completion
of these projects. To date, several high-density housing projects are still
awaiting completion.

In view of the above, the question arises of how, if at all, can high-
density housing serve the needs in Arab localities in Israel. This situation
demands an examination of the goals of high-density housing. This type
of housing was, it seems, intended to fulfill two main goals. First, it was
meant to assist households with no land of their own or lacking the
financial resources - whether in savings or money originating from the
extended family - to build a house themselves. High-density housing
allows these families to buy an apartment and to finance the purchase
through mortgages. Second, high-density housing was intended to ensure
that the planning of residential neighborhoods, their infrastructure and the
quality of residential construction all meet legal planning standards, both
in respect of individual buildings and at the level of the entire
neighborhood. Were these goals realized? It appears that the goal of
generating a supply of housing for those lacking land or financial
resources was not accomplished, because apartments in high-density
housing remain a relatively expensive solution in comparison to other
housing options in Arab localities.

Developers of high-density housing in Arab localities maintain that the
solution to the problem of higher costs lies in preferential treatment on
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dwelling mode. Consequently their readiness to choose it as a long-range
solution to their housing needs increases significantly with time.

e There is a striking tendency to avoid living in house or apartment
located in the grounds of the extended family residence. Most of the
households interviewed had lived with the extended family for at least a
few years. It appears that this experience has led them to try and avoid the
restrictions imposed by this form of dwelling.

Level of Satisfaction

e In Arab localities in general and among residents of high-density
housing projects in particular, high-density housing is held in low esteem.
Residents of high-density housing are primarily dissatisfied with: over-
crowding, the small number of rooms and the standard of the bathrooms
and the kitchens.

e Residents of high-density housing projects expressed a higher level of
satisfaction with the health and community services provided in their
neighborhoods than did residents of other parts of Arab localities. Indeed,
such services were singled out as the principal advantage of high-density
housing projects. Such projects are usually located on the periphery of
localities where local authorities are generally able to allocate the land
needed for advanced community services. Yet, in these projects,
infrastructure and community services are still, as a rule, strikingly under-
developed. This is particularly true of the "Triangle" region.

Financial Resources

e Only few of the residents of high-density housing own plots of land
where they could build a detached home of their own. About two thirds
do not expect to inherit building plots in the future.

e About three fourths of the residents of high-density housing received
no financial assistance from their extended family for purchasing an
apartment.

¢ Mortgages provided by the Ministry of Construction and Housing are

the main source of financing for residents in high-density projects. Three
fourths of these residents financed over 60 percent of the cost of their
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Houschold Characteristics

- o Households living in high-density housing built by developers in Arab
localities display a greater degree of socio-economic homogeneity than
households living in traditional types of housing. They are relatively
small, most have four children or less. They tend to hold modern
attitudes. The head of the household is generally well educated and
enjoys a high social status.

e The socio-economic status of the residents of high-density housing

projects in the Nazareth region is markedly higher than that of the
"Triangle" region. While the latter are mostly members of the working
class, the majority of the former are middle-class.

Dwelling Conditions

e Apartments in high-density housing projects are relatively small, at
least when compared to the size of houses in Arab localities. Few
apartments in these projects exceed 120 square meters. In the Nazareth
area most of the apartments are even smaller, 100 square meters or less.
These apartments generally have between two to four rooms.

¢ As households living in high-density housing are generally smaller,
dwelling density is only slightly higher than that found in the rest of the
Arab residential areas examined.

Housing Norms

e Though the vast majority of households residing in high-density
housing would like to live in privately built detached or semi detached
houses, they would consider apartment living as a second choice.

e Approximately half the residents of high-density housing projects
expect to improve their housing conditions by eventually moving to a
detached house. This expectation is prevalent among newcomers to high-
density housing as well as among middle-class households. It appears,
however, that residents of high-density housing do, in time, adjust to this
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e The difference in cost between detached and high-density housing
construction is due to several factors. First and foremost, it is a result of
the degree to which official building regulations are enforced. To date,
the construction of detached houses has rarely been subjected to the
enforcement of these regulations. This fact reduces significantly such
construction costs. Secondly, there is no developers’ profit since self-
contracting is prevalent in the construction of detached houses. Thirdly,
such self-construction often obtains tax reductions and concessions, as a
result of political pressure on the local authorities.

e Developers claim that a demand for high-density housing will emerge
only if the price of an apartment will not exceed that of a private,
detached house. Hence, they insist that government mortgages offered to
potential buyers be sufficiently generous so that purchasing an apartment
will require a smaller initial capital outlay than that needed to buy a plot
of land for building a detached house.

e In the smaller Arab localities where plots are relatively inexpensive
there is little chance of creating a demand for constructing high-density
housing. In larger localities, where the prices of plots are relatively high,
there are signs of a growing demand for high-density housing. In the
town of Nazareth where the price of plots is the highest of all, there is a
vigorous demand for high-density housing.

Needed Government Assistance

e Developing high-density housing in Arab localities could, under
certain conditions, prove to be a reasonably profitable enterprise. These
conditions include: the willingness of the Israel Land Authority to offer
prospective developers land at a low price; participation of the Ministry
of Housing and Construction in funding infrastructure in high-density
housing projects; and the local authorities cooperation in the form of tax
reductions and concessions. The availability of reasonable government
mortgages is also imperative. According to the developers interviewed
for this study, this is the most important condition of all. They demand
that prospective buyers receive a government mortgage that covers over
80 percent of the cost of a housing unit.
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the process of acquiring building licenses, helping developers purchase
land at a low price and reducing the tax burden. In several of the larger
Arab localities, most notably those of Tayibe and Nazareth, local
authorities have introduced procedures which help promote high-density
residential construction. However, in the vast majority of Arab localities,
the local authorities do very little to encourage construction of high-
density housing. Rather, most, as noted, tend to support, albeit indirectly,
the construction of family-based, detached houses.

Experienced Private Developers

e There are several highly experienced Arab developers of high-density
housing. Familiar with complexities involved in the construction of
apartment buildings, they have the knowledge and ability to inifiate,
finance, build and market such housing, using the most up-to-date
methods. These developers, mostly centered in the Nazareth area, operate
throughout the Arab sector. Some have even entered the Jewish
construction market. On the other hand, most Jewish developers have
refused to enter the Arab construction market because of the low profits
involved.

e The combination of low profitability and limited demand for high-
density housing has also tended to drive away the bigger Arab
developers. Thus a vacuum in the housing construction market emerged,
which has been filled by small developers. Inexperienced and lacking in
knowledge these small developers are not always able to successfully
tackle the problems involved in developing high-density housing.
Witness the tottering projects of Tire, Tayibe and Jat.

Price Differentials

e At present the construction of family-based detached houses is
approximately 30 percent cheaper than high-density housing
construction. Developers reckon that they will be able to compete
successfully with the detached housing market only if all these conditions
are fulfilled.
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Findings

The interviews conducted with private developers of high-density
housing in Arab localities in Israel reveal several interesting findings:

Readiness of Households

e Most developers believe that a large majority of Arab households are
willing to consider the possibility of living in a neighborhood based on
high-density housing. Indeed, developers are aware that most Arab
households do not regard these neighborhoods as the favored residential
setting. Nonetheless, they believe that under certain conditions they will
be able to persuade potential buyers, particularly middle income and
salaried households that are unable to save sufficient funds in order to
buy a plot to build their own house, to purchase apartments in high-
density residential buildings. These conditions include: attractive prices, a
well developed residential environment of high standard and, above all,
easy mortgage terms.

The Attitude of Local Authorities

e Whether or not privately developed high-density housing projects are
a success is largely dependent upon the attitude of the local authorities,
whether they regard high-density housing as a practicable and
constructive solution to the Arab population's housing problems and, if
so, whether they then act accordingly.

e Currently, local authorities offer preferential treatment to privately
built houses. For example, land owners applying for a building license for
the construction of a detached house will often receive a significant tax
reduction. In addition, in the case of privately constructed houses, the rule
that all houses must meet standard building regulations is rarely enforced.
All this significantly reduces construction costs and makes it very
difficult for private developers of high-density housing to compete with
the sub-market of family-based detached houses.

e Private developers of high-density housing maintain that the local
authorities must take positive measures if they wish to encourage the

construction of high-density housing. These measures include: shortening
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Introduction

Arab localities in Israel have undergone an accelerated growth of
population and an expansion of residential construction. However, most
of this construction has continued to be based on the traditional and mode
that of detached family-based houses, usually constructed by individuals
on their own, inherited or purchased plots of land. Such a practice has
gradually caused a severe shortage of housing in Arab localities and
prices for available plots have soared beyond affordability for many
households.

The purpose of this study is to explore the potential for privately
developed, high-density residential construction in Arab localities, as a
measure to alleviate the severe housing shortage. The study focuses on
the experience of private developers engaged in the construction of high-
density housing in Arab localities, the residential norms of households in
such housing and their access to the needed resources for securing
housing.

The English summary conveys the main findings and conclusions of the
study.
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