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Over the last decades, housing policy in Israel has been characterized by changes
in the division of roles between the state and the market — both in the creation of
new housing and in the renewal of aging areas and neighborhoods. This article
examines the changes in state policy and regulation in the field of urban renewal,
which have shaped its boundaries and market activity.

From a historical perspective, the first decades of Israeli statehood were
characterized by the rapid construction and population of cities and neighborhoods.
Already in the 1960s, however, the need arose to rehabilitate and renew neighborhoods
that had suffered from physical and social deterioration. Hence in 1965 a law was
enacted — The Construction and Evacuation Rehabilitation Areas Act — for the
purpose of rehabilitating “slums and backward neighborhoods and ... buildings that
impoverish their occupants.” Under this law, the state was empowered to exercise
coercive authority to plan, expropriate and even evict tenants from areas declared
designated for rehabilitation.

About a decade later the Israeli government adopted a new strategy for solving
the problem of “slums” — a neighborhood rehabilitation project. Under this scheme,
public money (state and American Jewry funds) was channeled into the physical and
social rehabilitation of dozens of neighborhoods, without the involvement of private
entrepreneurs. Towards the end of the 1980s, the approach to tackling the challenge
of rehabilitating old neighborhoods changed again, now being labelled “urban
renewal.” Instead of coercive state involvement or direct budgetary expenditure,
the new model was based on market logic. At its heart lay a deal between private
apartment owners and entrepreneurs-investors, as against the allocation of building
rights by the state. Accordingly, the state granted apartment owners in distressed
neighborhoods entitlements in the form of building rights, which they sold through
areal estate transaction to developers, together with their old apartments. In return,
the developers were to renovate the old apartments (or demolish them and build
new apartments in their place), receiving their profits from the sale of the new
apartments. State regulation (issuance of planning rights and tax exemptions) was
supposed to establish the market space for optimal negotiations between apartment
owners and developers.

But about two decades later the policies regarding urban renewal changed yet
again, together with the division of roles between the state and the market. In the
last decade, we have witnessed increasing state regulatory involvement, which
is reshaping the boundaries of urban renewal transactions. A series of regulatory
moves, some through legislation and others through administrative regulation,
have been introduced. Among other things, this regulation restricts the activities



of “tenant organizers,” requires social mapping of the renewal complex, mandates
protection of the elderly and public housing tenants, authorizes the state to void
abusive transactions between developers and apartment owners, restricts the scope
of building rights that owners can receive in the land transaction, offers “off-the-
shelf contracts” for a construction transaction, intervenes in the level of fees that
attorneys representing tenants can receive, and more. The article reviews these
moves from a historical perspective, with reference to changes in the role of the
state in demarcating the boundaries of economic-market urban renewal activity.



