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PART I. F.7ecutiv~ Summary and Recommendations 

A. Recommendati0ns 

A request for ass:!.stance fr'1m the Government of Israel 
attached as Annex C, the !'\JreiLIl Assistance Act of .1979 
mandate for A. $~5 million Isra£'l Housing Guaranty, and an update 
of the Israel Shelter Sector c(,nducted in Harch 1980 by the 
Office of Housing form the bas:l.s for the lIG prop()sal described 
in this Project Paper. Hased upon review of the prorosal 
set forth, it is recommended tllat a llous1nr, Guaranty of 
$25.0 million [or a term of up ~o ]0 ye~rs and Ht an interest 
rate to be negotiatpd wLt ll d ;,riv.lte r.:'. iCv(:o,tor be lPi,[Ovcd. 

The P[::Jpos(d pro.:E:ct, spve,lth j., ')1(' 10:1 tl~r:l ,\mcriC.lr,-
Israeli Ih1llsiup, relations',!n m,'~t~, ,.11,1 ,)1'11 ',11,1(' st:J'tlt(,ry 
criteria (f'€C Statutc!':, checkil';::, ,\.l!lL'~~ ",), ;"',eltL·~' St'rt<J~ 
goals e:1u:lrl:ltcc! b,' the (;',1[ curr,,<;:0n· 1 ';(',',' "'\·()r.1 1,l,l' ..... j:.:: .\1;' 
policy. T'le CUI has r,:,Jt: ",(,(,,,t . ,) ilV ("I,d.'~('" r(l jll(~'(: ISl: C,'bt 
reCOVl:r,' ~n 'ts ;nLJrtl'I'f 1'!"hI.1 .. "itlt ri,..: "IVSleHl r"I.:d,llitation 
and IlllC,l;'t~:w>nt di:!,L1Ji,,! nu,,! d'l!cn"jl f 'r 'lul)'ir: Ill",\",!!,.)" 

the Gl~l iupcs t.) inC-rLFIs,' its P:"',',l".'L: :,>:lslnv stod t·' 

serve the r,oorl';;t fsraells. 
In flc!ditl(ln l,; tile ii(l'I~fn' "I'r,r:tY, rhl' IlffL'(' of lioLlsln/" \"111 

provide tccililical (1.ssi'lt·tn("(, fro th,' :11"d9 (II <;!Iflt,'r 1,('lleY and 
housin;~ r,i101[,el'lent traininr .. 

The terms anr1 cCIl,liti(~r.',; ,Jr<' ~,,·t forti. 111 t!I(' r-:I,~rallt.y 

Authori7..:ltion attached in Annex E ;In,! SI1t'I:iflr:.llly provide t!lat 

none of the guarantpeJ funds shall he uged t" fi'lance housIng 
located outside the territory sul 1 prt t.o thl' ,1(lidnistration 
oft h eSt ate 0 f Is rae 1 r r i () r to J lHH' 1 Q r, 7 • 

B. 

The proj cct 1.0.11 Is tl> as;:; I.s t rhl' :UT ttl ,1<iStH'C a suppl y of 
adequate shelter [or all Israel is (;>7u;istcnt with the 
requirements of its development 1J:'jl'rtives. 

The project ?urpose is tp : j;1.1'lCe p,>rtions l'f the <,',)1 
housinl", prop,ran f()r low incnr.Jl' L1~,111·'s a:ld t,) der10nstrJlC n('\01 
policies in this sector. The :~n'lsln' (':I.I[,l11tV wIll f'ncnur,1be the 
GOI to continue its f<'Cus on t!I(' Sll{' I t"er :l..::ed'i of its tlOst needy 
citizens hy fin,:mc1i1g rehat-ll1tlti("lnl'l'\ ,'xl'.1:1'ifnn of rental 
units for the poorest I.Qraclis, ;·)rt",'1,'CS 'or l\l· .. -ln,·'l"f' fanllie!t, 
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and by continuing to provide technical assistance in the ~reas 
of shelter policy and housing managem~nt. 

The Loan will finance low-income shelter for the benefit of 
about ~~, 000 p~0ple atl follows: 

1. $13 million will be llsed to financ.:~ the rellabilitatlon and 
~xpansion of over ~,OOO rental units in public housing. 

2. $12 million will be used tu rrovide I;lOrtgage financin!~ to 
enable approximately !:lOO below'-median income famll ies to purchase 
newly constructed apartments ~nd houses. 

3. Concurrently l...tth the HC loan, the nfficf> of Iiousing will 
continue to finance jointly wi th thl:! r:nr a rrogrilr.! of tc'chnical 
assistance. The GOI w~lJ match up to $75,CJOn in lie; tees to be 
allocated for analyses of rpcent and rroposed shelter polfcy chan~est 
the expenses of a Joint r,OI-Office of !lousing Shelter R.eview, ull,j 

the development of a ,lew professional prOi~ram to be implemented 
over a thrce-ye~r periud 3t ~he l'nlversitv of Tel Aviv to train 150 
housin:; managers. 

Tile borrOloh'r of thp lie loan ;'!nJ tIlt' ;ll\r-,jni"tratnr ,,1 til .. ilro~~rar:l 

on behalf of th? COl l.:ill ~L' tlH~ 'ilr.1strv 01" Fl!'an('t'. !t:(' "fnJstrv 
of 1,:Jnstruc:t:l.Oll :!nd !iousir...; ,JS t:w ,;(11 ,1 ',cncy wl·'1 \)ri( 'HI 

responsibility for i!lplp.l'1enr in[! (;I)t shC'l:.'!' ;'01. lc': ... p IldV" 

reSi~(r;~ Ibility L)r t.h" ~lro~rar.,r, l'n<1('r -_,Ideh tlH' i,"': ,un ;Lr!l'-L~,'(. rt:t>.l 
rcl1.1biUtatlon .. ~ll It' accL';nil1i-;11,'d. 11l""L h"'I,,;)! ;·,',1' illt.itlcm will 
be acco;>Ii',lisIWd 11l'.,ler 'in.'::'.:; contr,'] I, ,\:rid li-, ~ ;r",'l'" ~ n~. ~:' 

pub1.1c h,lusin!', ,~r.r;n'~'.'. \..,\, :,""l'~S ",·[11 ilt' CI'I~-;~ rt,,'Ci': I,y "'i:'; 

and by tl-J<2 [JrLltp scc:::-,r !, J,I,'( J:'SL'I! ~)\' "(:1" ! riVaL" n')rt,_,-,!~e L.l·1~~; 

will gl.ve nl'rl~,1i:(> f1!'dnl'itl,' tu cJ~I,i!'~' '-I,;,li·;';',t" :l'l,! ,,'J11 "'rviet, 

the; 10'11l9 ,'n,! I-.'j 11 1,(' fin"r.ce'\ dirl'ct 1',' I,:: ~!", ;:r,vcr', ,",t. 

Tilt'.! policy tcc:mical .J'j!Clstance \.llL 11,' i fovlrll'd til th., ~:inistry 
of Finance as t'1e di;ency n!spun.,ibl~ for 1-)111; tcr"l shelter policy 
and budget decision .. for tile g('vcrnr,cnt. 'l'J1f' training assistance 
will be provided through \rn'idrtr to 9'iPi'ort c!evt':'opment costs for 
the University of Tel Aviv curriculum for llOusfm~ managers. 
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c. Summary Findings 

1. General 

The proposed project will assist the r.or to provide hOlJsing 
to needy Israel! familie9 through two recently improved GOl shelter 
programs. It will support a new and difficult effort to train the 
required Amidar management staff and to rehabilitate and expand existinf, 
public rental units, now housing some of Israel's neediest and most 
overcrowded families. The project will also provide needed resources 
targeted to lower-income families to sq rort the mortgaj<;e assistance 
program and will support recent policY dpcisions by the cor to increase 
cost recovery in this prorram anJ to incr~~ge thp inv01vement 
of the private sector. The c09t-Df-livln~-11n~cJ mortgages provided 
under the mortgage assistance progran ~lnce July lQ79 provl~c for 
greater cost recovery from hen"ficlarlf's ,1!1(~ 0i en t~H' door to private 
baqUng partlcipat.ion. The ~'I()(:l!'il 1'179 ,md If'dO construction progrAms 
also provide incp;1tlvcs for Invnlv.>ment of r'rlV,ltf~ rl/ik caplt,:ll. Over 
half of the p,ovcr:--.ment's lQ7'1 housin.; unit'! \"'ert' ~,t.\rtpd un,jt'r its program 
to involve the rriv:lte sector. In cnnclllsi,ll1, r1i'l sp\,('nt'!1 :~()usinf~ 

Guaranty loan suprorts slrnific~lnt fr.provt'p',':1t,; in thL' l;;f'wti sh~l~er 

sector, impruverlt!'1ts pre'! I nus 1 'Y f('l'niTne;;,led t hrr"I"h t<!("l:lic.11 ass j stance 
provided tn earl tt:r li~; l'J:ltls. 

2. Tecl1ll1 ('.11 lC I l'nvi ron~.('nt.l 

Amiddr ,H'" the ':'lCli hilve drll.dnstr,ltf'd ltch'lical rapacity to 
carry out rchahllitutlCln ancl new cl'n~Hrllct1()n. The cor continues to 
give "'tt('nUen tl; the scarcity of Lmrl illl,l the cost of constr:jctfon 
in Hite selectlr'n and dcsi1'n 0f np.w ;'C1jCCtS. 

Th~~ GOr 11.1.5 a sl1!lcrLlr leg]1 ir.1'le .... 'lrk ,111.1 efff'r:tiVt~ itl~titutfon6 

for cnvirOlimpntid asseSS:'lents anI] Applicatlon of policy. An rLl~ 

recoj1l1lendi:1~ ,1. flndin[· of no sil;ni;lc,lnt lr-:l'l.tct :1.1 .. ; bpctl ,1CCl'1 ted Ll the 
~ear East !lurelll. 

Arnidar's rehahilitation rro~~ra!", 1:; a :;ocially sound l'ro;:rlr.: desLgned 
to improve the livlng envir()n11f~nt of its tpn,lllts while con::lm.;ln8 to 
charge afi.Jro:lhle rentals. For falll1l1t"1 \.dshlnr; to buy. t'le ~lorn::!p,e 

Assistance Progr""l offers financinp in whic'l th£' monthly ra:""lent~ 
and C'.ortgage 3r.lOunts allo\,ed are structure.1 to favor the neediest f''!!:lil1ea 
and are immediately affordable at Ip.a~t to the' thirtip.th percentile. 

http:vrlva.te
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The socia]. analysis performed for this I'roj ec t (letermined that 
flexibility through the option of self-he] p financing, Llock 
grants to minority communities, and the Allidar expansion progr~m 
for large faI:lHies assur~ that shelter ;l:ceptahle to varying cultural 
needs is provided. 

4. l'in.1ncial 

The Ilousinl: Gu:uanty will SUPPllrt nl'\-I cost recovery ~1olicieq l.ihich 
target (;01 resourl"es towar,!s tb,' nr'eJiC'st fal'liljf'~. The I,rogrdm 
will prlvide reilr.hurse:ncnt and lon-;-tp.rn financiil,' for rt'~Vlbilitated 
or new shelter now under construction or recently cor-\;)l~ted. 
The system of .. wrt~age financin~, w!lI]" sl)~nlfic:lntl\' improved through 
the linkar:e of r.\ortr;age re[)avrlt'nt'~, rel ips on jlrovcn instit\Jtions. 

The COl s'lelter Instituti l ll1s have t'lp CCql;'t'tence to carry nut 
and evaluate this program.1S th,'v r;lve parlier J!r.'R. The GIn has 
initiated discussions with potent.ial inv('stl)rs ;l;].i I ')I'['S to 
negotiate the 10.1n and il1plellpntatio:1 agrperrl'ni,S; in l'arly August for 
an early di~burse~ent. 

Durin)~ the r('vip..., o( t!H.~ PIll on Jurw (,,1')'\'.1, t:le ::ear East 
Bureau requested t'I,1t the fnl1()""ln~~ (,o:lsid~r.1ti()ns be Inc1uJpd in th~ Project 
Paper. I\. sur.lITlary c>f thl! points ('ovrrpt! il: t!lt! paper follows: 

1. ~1ortp,'-11',e I' 1'1:lnce l'ro~ri\~; - it I.I.:S ,,' ..... (',' t!llt till' 1'1' ~;I:l}uld 

i'lclu<\f' a d19(,1l!>~;ion of th,~ reLlti.Jn';\1:r' ~··t''':l'('n :I,1\J::;ini'. c(l':'>ts/r.JJrt'>l!~(:S 
and incoflf' lrvl'l'l. T:l(, p.lr't'r S\lJI11(\ ·,iin It t'll' llllolt.,~t Inc(Jr:l' gr(lel" 
possible. It wa3 notcJ that llmltin)~ tht' si;:c (If ul1its -:cluld rro\'l' 1 r.ore 
effective control than inposin;: a ndxl!~,\rl rlortl'apc al'lnunt. 

The r.10St needy fanil ies ar~ offr>rl'J thr l:HI'e,st ~\Ortg.lg"s wi th the 
most generous rcp:'ynent terr'1s. Le.~·~ nl'P<iy f'miltl'" ~\r(~ offered bmallt'r 
mortgages and must either rrovide much 1.1r!!Cr (\o.:np,lVnleLts or find much 
less exp£'nsive apartments. The ~lIit !,i.:e naXilTlllm lIn'!t'r the 1;1)1 r..orte,ap.c 
assistance pror;rilr.J has bee., 85 m·, but t!lP lYJrt~.]ge lirdt 1,> usually 
controlling, 1.e., the mortga~e limit:.; pro\'i,\e f111ancin~~ for much less space. 

The G0I h.J.s ~c;reej r.o :lJlclc:lte t.u ~I..; .. _, ~ln~, :·11.-,:.~<:.i3 u'.:y t.!:·.:ir ;0:\::5 
going to :~'1!:;ilie5 ...... it:l :::Gre t~laL S~) ;ci:,t;; c, ~l :.t:·.:J.-scrU~ CJf 1:.-,),. 'Ihis 
will assure that HG fir:a:lcir;g .... i11 heIr tt.c rro~t. L(;cdy h~m:LciarieG. 



2. Renovation - The NEAC concluded that expaHsion was an acceptabl~ 
element to SUPPOlt. Concern was expressed as to how the GO I-would 
finance this subproject. Would the same criteria for selection of 
tenants apply as under the mortgage finance program? The NEAC 
agreed that cost recuvery should be' pursued here rhrotlgh more 
realisti c rents. 

The GOl will finance the Amidar !"ehabi I i t<l' ir'n anu expansion 
program from the nnnu.:J.l Xinistry af C~r.stj"·,j,t1','1 uno ilull.:>ln;, budget. 
ADlidar tenants are ~electeJ from tbe mnst need:. L'atcg,'ry of families 
as measured by the same criteri.J uset~ ftlr tIle 'Ti1)rt,,:If',e :;,F>isti.inrc 
programs. lncr.easi.!d rentals ale part of 1\!1lidar'~, pulie.' undl'I" the 
renovation program but the magnitude (,f incrL'ilo.,I·S pI'n'lit,ed i.., 
politcally sensiti'v'e anel closely c,'ntrcll, r! h t!ll' (;()l. 

3. Allocation of f\lnus amon/; rrl)j.;rarl'; - tid" '"il'il" t i.n(·~ siI'ntld 
be treated as part uf the benefici.lrYllLlh·:;L.. 

As Amidar hOLlsl's those f.llJlilies who h'!v!' not bl'l'l! ilble ttl affol'd 
to buy an apartment Hnd who well "ri;~Jn;(lly "L:1('It,·0 ii, h.:-illf. most 
ill need, the majority of the lie; lll,ln is n""" prl'pUSf'd IIlr the R('llO-
vation subproj£:t. Similarly, the estimated all()i'atltlII of the III. 
loan among mortgage assistance categories r,d lpet,.; ;! h,i1an,:e ,)f 
the objectives of targeting t.) the mll~t nt'l·,fy. ~LlPPl,rt fllr cll'cen
tralization, and f ln~ncing uf hc'W;ini; lor mlI,,'ritll''';. 

4, Project justific.1tion - lnasmlJe-h as 111(' i1..;~;i--;r.IIl("· to T,.;ra~'l 

is mandated, the PP need not dwell 0n tht' I·\.lCr"-I'(,'·II"mjcjIJ~tifica

tion. It was agreE'd, however, that iI rf'vit."w ,'I ')rtl);n'ss-t,,-,\ate 
of previous HG's and the distres~ed nl'ighlwrlh."J.-; I'rt'hr,Hll ()u,~ht 

to be included in the PP. 

A description (If recent HG eXp('rlcnl'l' ill ;,,1';1('1, is tll Lt' 
found in the Proj('ct D~>scrlption. pil~WS 7-11. ~~.!cro-l·(,lJn(lmfl' 

analysis for the Israel shelter Sl'dl'r art' tn I", f(lulld ill the 
previous PP ~nd in th£' E.:,)nomic R"IH1rt ul I()~U ,',lIllpll·tL:d f()r 
this pruject. 

5. Decentralizdtil'n - it .... ,::; a[.;(' iI/;r,·.·d that it \ . .'LHild L(' Ull

realistic tll l:xpli"itly lise tht? i'r",\l'l't tn SI!I'P,'rt (:o! d(,['l'lltra
ltzation policies. lI()\oIl'Vl~r. till' ];.IXlr,lUlr llri('" ';\lj1i'tlrr IIllits were 
likely to lead to gre:1t.:-r del'l'ntrliizdtill l1. 

The mort!~:1:.~e ceil~ngs and tilt-' :n.1xim'.in pri,,' ;Ill.·wed under the 
mortgage assistcll1r:e ;,ro,,',rlm5 pruvije il1,C'nti\'.'~; ftlr far.llLes to 
move dW.:lY from urban Ll'l1ter~ to drt'8", where CUT tin,mcinh will 
provide (or a more substantial purtinn of the tntal. In develop
ment towns, GOl mortgage assistance terms are signif iCLlotly more 

generous relative to cost. 
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6. Socio/cultural - the NEAC agreed that the Socio/cultural 
aspects of ~enovation were not a major ~roblem. 

The expansions provided under the Anidar program are 
particularly responsive to the needs of households of recent and 
not-so-recent irranigrants to Israel who tend to have extel:ded 
families and many children. Tenants are consul ted on' expslnsion .:lnu 
other renovations to assure that the lilaited funding responds to locally-
perceived needs. 

PART II PROJECT BACKGROu"m A~U DETAILED DE~~CRlPTIO~ 

A. Background 

The State of Israel with a 1979 population of 1.9 million is 
a comparatively new country faced with housing problf'ms Loth unique 
and disproportionate to its size. 

The State of hrat'l totalil1~ 7,CJ(n square :1i1~~ In 194H (about 
the sL:e of :iew Jt·r.,ey), 

... ·as il)undc(l upnn thl' ,onc.'pt, later formalized 
into l<1w, that it w()lJld ~)e tll~ IWfT/·land, the [\.'fll)"·, r'lr .Ie·.··s .... Ithout 
restrictIons as to thetr rt'u"r:tiv,' r("l:ltri(~'i (): Ilrj\;[n. 

In ac;:eptjl'i~ :nrcs~rlLtcd .1evi:-;il 1::J"l,,·,ti"I". tl.l· ~:()l t:.H; 

also accepted tlll' rl'spon!1[bt1~t/ II I'r(1vj.l(· !1i'·I.:;n·· fl'r ItR ne ..... 
citizens, r"~I:.lrlle~:'i of thi'ir ,tlJ11ity tn !'.IV, tIlt. t'w Lick of Inrltl;ratioll 
control n •. lk~3 lh,' 111annin)~ .1,1'! :11 j!1:.1ti(l[lJI rl'~~(l',lrce'; difficlllt 
lJet immi;;ration since 1'),1> h;l:'> Lell pct'.,' .. ,": J(),If .• ) .. Hld l",dlll) 
per YC:J.r, ~:ith c.',lsidt~r..lhlc~ V.1rLlt~('n fr.':l y,·"r to V'·.lr. 

In aJd.!.tion to thf' hotlsin<; nec·ds of ifTL'lll.r.lr,t!;, Israel is also 
faced with thl' necessitl of Lle;.llin,~ Idth trw morel typical components of 
housing dClU:lnd ful'.nJ in other dev\~loplng cOl/nt,U-s. Tht' most pressing 
of thesc are the formation of ne"",, families, tllP. incrt'aslnr; urbanisation 
of the country, the rehahllitation of deteriorated neighb.:Jrhoods in 
the urban centers, and the progressive ohsol~sccnce of existing 
buildings int~ potential slums. 

Becau~e the State owns 92 i)crcent of th£' land, it excercises tight 
control over all planning and development. Furthcr growth In the densely 
populated cities ()f the coast, 911ch as Tel Aviv, places hellVY demands 
on the environment and infrastructure. Therefore, the GOl explicitly 
maintains a national policy of population and industry in the coastal 
st~ip by distributing it throughout the country. 
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To meet the housing requirements of a ~rowing population, 
and in view of the limited resources of the State, the Israeli 
citize'l shares in the burden by financin~ the pIJrcha3e of his own 
home or apartment throur,h a mortgage loan. 

nt!twe~n 1949 and :'980, oVt!r on.e million permanent dwellings 
were produced by both the public and privnte s~~tors to 
accomodate immigrants and Israel's growing population. Of thIs 
amo'.mt the private sector provided approxil'lately 51, percent of the 
housing stock and the public sector provided the rest. 

The government' 5 role in housing has not been uniform and, in 
some years, public starts dropped as low as 15 percent of the 
total as the government adjusted its public hous~np, programs 
most effectively to satisfy its perception 0 f the changing needs of 
the population. Significant changes in the ~overnment's programs 
reflect its past success in providing units for new households. In 
the recent years, the GOI has achieved a sub3[antial upt;rading 
of living conditions throughout the country. ~~lcreas 56.9 perc~nt 
of the population was Itving at a denqitv of two or ~ore persons 
per room in 1959, it had droPFeJ to 14.2 percent by 1971:S. (Sec Table III). 
The lIG involvement in Israel has increasin!~ly supporte,l the upgrading 
of existing dwellin~s and increasing levels of cost recovery from 
benl~fici.:lr ies. 

In FY72 the flr!Jt "r. Pr,'p,r;_;r. in Isr:lCl \O:,IS :l S:,() million loan, 
chaanelcd through TciClhot, t:lt' lsraC'1 !!ort:'"l!"l' H.:lll:, 1.td., to 
provide"'! mortf,3.}~(' fi.'l.1.nciH~ t.o im:"I)~r'-ints. lll!\,ll ... 1l .. 1rried r:ouples, slum 
J~ellers, 3nd rn'~critics. 

This .... 'C1~J foll'Jwe: i \'Y :i:.~ succ(>3s1v-: I'<~ l"rn ;'-,lm3, l~ac~1 ~·2j 

T!lillion l(l:m:3 to !: 1C :-~i:1L~.rv of !'inlncc, ~i! c'! .1t ·,illil.lr target grouj1s. 

The 1976 1:;[;1£'1 shelter ana1y;;is, its U,'l!.lte,~, -lnJ technical 
assistance tn tht' areas of finance <lnd m<ln:If.,Pl"1C'nt hal/e assisted the Gor 
in reevaluating cost recovery polic~', morc effective allocations of 
resources to emphllsize existing stock, and tht: manageml!nt o~ those resources. 
Eacll HG bas b0cn 8.C2o:.·r,e..ni.ed '!.;:i si.:::-,;f:::an+:, !'C';:':3jons i:. GOl .;~~elter 
policy and adminis'"ration due in le:rJe measure we 1::elieve to the TA 
and st'.ldies offered :'n conr.ectim Yi'ith f'flch !i,:;. 
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The GOI has increasingly taken advantage of the housing expertise 
and analytical talents available through the !lousing Gu.uanty Program. 
Each HG project has nurtured a dialogue whic!1 has resulted in 
a net improvement in Israeli housing policies. The major impact 
of the Housing Guaranty Program lies in the COl's neVI perception 
of housing finance and management of existin~; rCSO'lrces .,n j t'H:' 
continuing sharpening 0: focus to c.pply lir.1itpj re,;Ollrces to the 
neediest fa:nilies and to improve ,'ost reCllverv r'lcc!lanisms. 

GOl policy-makers have expressed their interest in i.nstitutionaliz
ing this af:lsistance so that they can continue the dial(Jru~, with or 
without additional Housing Guarant ips. The ;)["pos:ll for technica~ 

assistance responds to t~ds request. 

The Sixth Housing Guaranty financed $lr) Illllt"l1 of th(~ (,]..1 GOl 
mortgage ass:;'stance program, $:, n,illion in c()n~'tructLon of low-incur:le 
rental units, $7 Llillion of a sll1l'l upgradln;: pru.;r;ll11, tIll' I)lstre~5e,1 

Neighborhood program, and a joint Iv fun,jpd rlf flee ,)f I'.JUS ill' - I~(n 

$150,000 technical a:;sistancf' an'! trlinlnr'. pro;·.ral'l. '.11 <;ub·'ro.l('cts 
were successfull y completed. 

The technical assistance and tr:lildll" in l'lt' f lnlrl('(' s('ctor 
provided a b.:lsis for the ch;lnpes '1"\' h'jl\\', r·, ll·rTll'~1t, .. ! In the (;(1{ 

mortgage assist;'1.l1ce pror,rclPl. Tr.11ninv ·.1:1S ;;[.", rO';lded for 
manaGers of t~\e i)lstr['s:led :;,d,'.IIL"1!h)').\ "r". 1.1,. 1:1<1 e,f p'Jhllc housin,; 
and h:15 served:Is I hilsi!:! fur tll" SUCCl'!;'; ('·f t>,·;".' l'ro ... r:I~.s. L.1rlie[ 
tec~mical .lssisLl!l2(, ;'J[OViJl'! in ]"71 .1nJ t!ll' tllilling for a~lllacerS 

of public housin)'. cltal:/zp,1 t'l . .' .\r:!·!;lr ;':";'1":1:'. :\O'~. unJl'r' ...... lv to 
~regerve existing puhlL: liOll<'i11;, :,t,)e\-. 

The trainLI·.: 1,'r :d:~ h·v : :.111:1' r:J ~'''I t
"

" " i' t r('~;:;I.' I ';,·i'.:h')()r\~<)ud 

Prof.ram held in --;'cl "-vlv 'mel III ~L :'.~;. (,1..:. c:n:;t ~1tfl'.·i in If'J~; 

emph.l~,izecl pra('t!I~.Ji c:-;p .. rj,;JCl'. Tl:i' f' ': .,'1. llr,>atlv ~,t:lrt\·J (l.1 ;1 3:-;'111 
scaL~ in 197() to 1t'110.':1tl' .:;Ll I'r·):I .. ~,: 1.·[',,\::l!t·.· i I1 1r.lslrdct:l:-e I:; St.!1CCtl!J 
neighborlloocls. I y 1.1lL' 1'17:;, ..... hc·\ t'll' ;:".1,·1 i ,,1 "n:1I'r:, rt't'lrnt',l frnr.: 
th,~ tralnlng s('I1lin.lr 1:1 til<' L'niled ~;tl!(':;. t!I"·;,,r .. ·.1. rt·c(.\.\1L~!:li·. til.ll 
the most difficult rrobll'r:1s ' .... crt' not l"l,/c;fc.!l, hilt 5uclill. 

Th~ GO I cxranJ ed the Il[O I~ raJil illid 1 t s ·'COlll' 0 f the :' ro): r.1;:] to i ne 1 ude 
inter-minister ial coor,linat ion of r('sourcl'S ilnd the rpt·lO.!o}ufY to 
include a heavy emphasis C:1 cOIJmunHy Jeveldl'IJCnt. 

The initial success of the program in the elE:ven ne: ghborhoods 
financed by the sixth housing guaranty has guaranteed f:I. JemanJ for 
program continuation. Originally, 160 neighborhoods were identified as being 
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in need (based on overcrowding, income, juvenile delinquency, 
school drop outs, vacancies etc), but under forty received initial 
funding. Now, not only the balance of the neighhorhoods, but 
most localities are demanding expansion of thp- program while the 
original neighborhoods are crying for funding for the completion of 
tne program. 

Gor planne,'s hope to be able to keen budgets for tltl' program 
targeted to th.1 Phase I list of sixtv neir,hl()rilLl(jd~i Jnu tl' Leep 
their bound3.ri~9 int.:J.ct. If thc:y ;;[" ',(it ;:-.~,:.; ti) 1 lid,L t'W! j'lrop,ra:n 
to -l.ts original target, the very s:lcce~'s of the l.ro~',L"1 Jnav It.:ad 
to its dissipation and [allure. A In:',; l:v;]luatit .. l : Y Ltlt; 'I)} 

available at the O:fi.ce of I1ousill;; providL'S i\ ,!('taijf' ::'escription 
of the success of [lie ~'rogrdl;1 anJ its 11!i.it{lll'JIl'., 

Due to the success of the iuilia1 l)lst;"l'~.!,c:() ::,'!\:I!'rrr"y,,! 
rE'h3bilitatLm t:ffurl's partially; 1n,l:lcl:..1 un)('r th" l,revi.lU:.l housing 
guaranty, the nvaila1J11itv of pri'J<lte :1,'-:, r''';'lllrcr,s, .In,! thL' cor 
hudget commit :mCllt to continue th! 5 pr, ... ~lan, til(' i,ro;"lsc,1 hOllsing 
guaranty does not proviue !~pecific: iiJ-IJt!pn,ll fh.'l~lc:n', f"l' the 
Distressed ~ieit;\lhorhood Program, ,\ revic\,' ~)f [!\i' 'lrn?,ram \lUI be 
includeJ in the Joint Shelter !',l,'.iew de!jcrih,,': i'pl.I\~, 

fietween 197(, tlnJ 1<J7R, a ch:lIlI'" on ':'~l :I,,,.IS!;;;' ,.oIie': began to 
evolve. By 1978, for tlIP first thle "LilLo.! 1.:1,' in,'pi'tinTl of tile State 
in 1948, the absolute shorta!:e of linIJ', in!', f,l( lith In.r.:i)',rlllts and 
existing families \I.::IS no longer tllt' ov<'rrl.!i.:I'~ '!t'ternin;ant of (;IJI 
housjng policy. For the first tinl: ,'ltt<.'ntil'!\ ('Old,! b, given to rwk:ng 
more effective U~H~ of th~ (!xistill,', 'iOu:.;ir;\~ ~;t(lc:(, Fntil tilen ';lH 
policies had stressc,j t'll' provision or an ;\("";'llrl.' Sl1i';lly of hotlsinl~ 

to s.::Itisfy n;1tional p0i'ulatillll !'rul.'th, .1:, '""el ' 'I!; led' nt~l'\ls of nC",J 

inr:li l ',rants, Unly mlnir:iU!1 efforts 11,1.; ],l"~:l d!r,'( t,>,! ,It :nlnt:tinlnl', 
:l\1d ir.lprovJng ,:,:ic;ti:1i~ 'lOu:,;in,;, ',.,"lil" it !! ;li1 1)'/,'fS!' pl!r!C.'ltln!(, 
it is essentially true t~lat the i" YL,lrs :1'1';. 1'~':": ttl ]'17li \,'I'rL' 
devoted to ~lOusl:1L', ~'r(ldllctiull, <; tow,' l'i7~j !:i.'!" ,I';,-d ,': ",lrt ,m 1 ,ltt!':ltion 
lJa s b l' t~ n I: i v Po n tot: Ie .. ,>1 e u f t ,\" l' :. ! '; t Ill,' [II \' c' . ; t., r '! i" ~,r , " i : , i' t h l: 
country' 8 L'CLJIl(,,~i.~ all,1 ~;"C J 11 nl'L< " 

liOl,.'('vL'r, 1:. i1~;,;t:S!;i:l'. Lh.lt :'U~(', ,,' ',\~ '\:,'; ~'(al !:'" i ·~'\...lt r.lj<'r 
pro b 1 (' r';j J i 11 i l t 11 (: ... hilL t:: (1: I ~:<1 s t' i .1", \ I () , I !; ! ' , I . t ' 1 i' r ,)'.' i ..! , l; . I ' , tl'r: 1 S [) LI t Ion s , 
J·luch of the rrf'!lent ::;t(h':; \.'.1" hllilr t,l :;1 ~t' ,1~': '!c;.,: ::',' :,t.,I:l'lr,ls tll:lt 
;Jre nOH out.1atcJ ;Jnt! ll,> 1,J11':l'r 'leet','1 jl~l(' t. th, .1','l'[;li " I',cl"li Llf.lil'I, 

0ecLlusf: 0 f r:he ella r,:lC t t'!' ! s tIc S ('J : !IC ';I',j '.: 'lq;i' 1 P, ,dIal' it ~ i (':1 'lyS tL'l'l ',.{hi c;, 
discour8,~es mobility, th~ l'xistinr stock is !'JI.lr!y ,listrihlltcJ 
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in relation to the needs of the consumers. Thus while there is still 
a very significant degree of over-crowding, especially among l 6reer 
families because of the tenure system, many other families 
are tied to larger apartments than they n~eJ. 

In 1978, at the request of the government, the Office of Housing 
developed a housing management training I'rof',ram in the United States 
and in Israel tailored to Israeli needs. Il. S. I"xperts ;"':!": '~':'.:i ',;;:::; :-.a:: tel~cd 
to turn around Eome of our worst public housing projects using 
concepts of decr::r.trn.lizatjon r.:id t<:!,.<>:l t , ;r,VO;\il!\.:L:. ::;I",~li 

- participants in this program included tlle lllrE'ctor~ of r,rnit.!ar, and 
Al'ligur, the government public housin!' .3gcncies, tlwir top ::l..:ln:1Gcrs, and 
a variety of line supervisors down to :nai!ltenancc' f()remtll. tpon their 
return to Israel, their ideas \Jere inc ludec.l in Israel's n12xt hurl;;ct. 
There is now .111 effective prOer.1m II'ldf~rway on t11, .. Lortr, ()VCICUC 

replacements of rn.1Jor syst('mq, tIle ,l;i[ntilli~, ;lIlI t!,(, ;:\;:,jntenanc,' 
required in all old buildings. fur tile l'!a(lrc, t~,c'rl' is "'J"'" jll rcr:ruitinent 
.:md traininf, the basls ior :J Jecentral i:'t'd staff 0; rr:etL,;, cJf t'le enorr.lOus 
public housi:lg r(,:1t3L plogri'l. ;1'1 ;] sl'l, c"1\·,· i1'\Si.;, o\'er,:ro\JJLd unit!; 
are beini: exp,~l1dcd, all()'~'l.L' fa';1i.11,'" '.f' r('r,li:l ill ~'lC n('i"Lhlrl,oo,Js 
in ",11 i c h t Ii EO Y ,1 -: '." _, 1 i v ul ;- () r' -. ,1; 1 ,r ":',l! ''; . 

3. 

Tlte COL h1\,l,:,~t [, cnl' of t~\e )'0 ','rrl,~,--,"t' :'r i '", ' .. (,",'c',jc t(AlI!'!. 
A r,1te of infl.:Jtjrm 0' ovpr }'»)" ;1t3SpUf' ~11':Ci"'Ht"l L'Xi ort r(·notion 
and austerity ('fforts, anJ all in:'re:lslil,'lv i:::lort,ll:t .1110c:lt1"n 
of resources to ,'pfl'n,;e have rf'fnforc(',J tIl'.' Cllft rrco'h'!'V duvL'e oiiercri 
by the Office of Jiousjnr, over tlw j1ast ~H'v,'r.l1 v£'ars. PH' r,.Jl ,:annot 
anticipacl' that it ' .... Ul be abl£' to ~ud~~ft i:: '<'i,:.it.<y for IncreasLru; 
levels of slIbsidies in th!' Iaou!;in!,. sector. ',iLiit sllhs1r1ic~ and whitt 
financing is availabl e must be ,.Hefull v t.Hi',eted to the mo,H needy 
families and t~1f' private sector flU'lt rc enc(Jur.l):cd to provide for the 
rest. 

The GOI housing program now incorrorat~s pollcif's which have been 
under discussion since our earliest teclanicnl assistanre efforts. 
Subsidies are being more sharply tar.r,eted based on a point systf>lll. 
Private risk capit31 is now heavily involved. \s dpscribed above, 
renovating what already exists rather than teartnr, do .. m and startinG 
totally new construction now dominates hudget allocations. The mortgage 
instruments now encourae~d by the government reduces the role of the 
government -which in the past ' .. ras responsible, at least indirectly, for 
Virtually all finance in the shelter s~ctor. Allocation of land for 
residential construction is now being planned more carefully to take advantage 
of the government's investment in existinr, infrastructure 1n roads, water 
and sewer, while promoting the effort to avoid population concentration 
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in the big cities. While the budget allocation for housing has been 
increased slightly, the obviouc economic pressure on the Government has 
assisted in the implementation of politically unpopular measures 
to provide for much ~reater cost recovery fror.1 beneficiaries. A more 
complete discussion of the transformation of the lsraeli long-term capital 
markets and the targetin?, of subsidies is given hp-low. 

D. Detailed Description 

The Gor ag.:lin is requesting A. LD. surport fer the implementation 
of new policies adopted after as~imilatinn of technical assistance 
provided hy the Office of !lousing u:1der previous projects. The split 
bet'leen programs aimed at preserving existilll; hOllsing and 
the production of new units refJrt'sents a rational allocation 
of resources to needs in IsrCl'i'l's shelter sector. 

The $25 million housing guariln ty lo;m will prcvide $13 million to 
support tt.e newly designed reno'J,ltion/exl'an';loll housin/" prugram for 
rental units now occupied by Israel's pooregt Llmlli.es aile $12 million 
in mortgages for low-incOlnp. fa!"llilies ilnJer a [,'v.lmpet! houstn;; 
program designed to increase cost reC()VL'ry :lnd t~ll' involvtlent of 
the private sector in the producti.on of uillts. Technical assistance will 
be provided on a !:latching funds ba<ds to COllt inlle tu hell Israel 
to sharpen its fe'cus on sllhsiJie5 for f;!;~.ilil's wit!l the !!lost nt'ed. 
with more effective cost recovery from LilO.!H· I.: it,) C In afford to pay; to 
achieve lower CO:'lt and more l>fficil'nt cOllstructiun; to promote Clore 
involvement by the priv;,te sector in l'ro'''idin)~ l~():lstruction and long-term 
financing as well as an increasin;', role !n tIl" c011structillll of new 
housing; and to 'iupport t!lt:· instltlltionill d,·vl'lup'·;,'nt required to m:lna!;e a 
continuing effort to preserve th.! e:dst in.; ~1t111'; iIi!: ,;tock, especially 
publicly Ow'lH,':! units. 

(~OI off1.ci.~ls have requt'ste.l th.1t l' .::. ::l'c;mic;ll assist .• nce be 
.io.Hitlltionalizvd so t!l,lt it .. :111 not b~' Jep"IlJent upon allocation of 
lIousins GU;lranty J"('sC'urces tt' 1<;r31,l h'lt ct1alLl b(' cllllnted upon 
as a continuing resource. l'uder tlll' current prugran, tliPrcfore. 
it is propo'lcd to initiate a rel.1tif'nddp t'lrou;;h thl' neciJanism of a 
Joint Shelter Revicw. described :narc. fuUy h~lo ... 
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Ted.nical assistance provided h'ith the previous housing 
guaranty emph:.::sized preservation (If ,-xisti:1f, 'lousing, involvel'lent 
of the private sector, and cost rcc0very. Tile ilroilcsed pro!jran1 sllpports 
the r:eservati.on of ArnidClr housin); anJ the c!:<ln';(~5 ITkH1c in support 
of .1ncreased cost recovery throug.l linl:ap.(; 1)1 11'lrt.l 1,'p.1YlTlf'nts and 
involvement of private risk capit;!l in nC<I,' co'lt;tnL'tlon. 

Amidar will rel..L:!.lit ... te over 9,')')1) 'mits of existing housing 
at an estimated averb5e cost of under $2,000 pvr unit. 

Amidar is by far the largest of Israel's pub I i.e housi.n~; companies, 
providio;; man3.[ement to approxin;ate]y 150,1)')0 units. The rehabU:ltation 
prograrr undertaken by Amidar encompasses repairs required as the basis 
for a suund maintenance program, increases in th" Si7C of 
severely over-crQl;ldcd units (ei ther by expans t0 11 ur bv i' rl'cuiubinalion 
of smaller. units in ::I way approrriate to the neelh of l~ach Ltmilj) , 
and by reconditioning of vacant units pricJr to r('occupancy. \lhere possible 
the total renovation program will remedy plty,sical dL'ficiencit:s in the 
quality of the building and its 5~ttin~. 

Renovations tu the exterior of buildin:".; pruvide fur waterproofing 
and paintin~, provjsion of shuttert1 and l'arh3)~C containers, anJ plastering 
'..,here required. 

Infrastruc tural works and garden i nl~ tn courty.uds i llC lu Ie l1(,w 
pathways antl fences. In addition to .In i'u'lcdiatl' i.;;l;lroli~mer,t 1il appearance, 
the privatE' enclosure of a l .. axi:ilutn al1,o~"H\t of '';;>.1ce contributes to 
significantly i:nprovc.j mainten.1:1ce and SCClli i tv by allowinr t.:a.:: 11 r3!:1i.ly 

to have individual coatrol (1Vt~r (Jutuoor 'il ' .let':,. 

(lvcrcrm,'ded [aDiilies all.' cC:1:.1dcrl't: l"; I 1':I-;l'_')~·-c. .. ;P l>:i:;L:l [or 
additional livin~ space. 

l-lhcrc feasiil1c, S;J3CC is Lldd·~d tu t'll' ap.1rtclent. (lf~l!1' it is possible 
to solv~ the intern,tl mech.JnicaJ pro1 1 1(,,:11 j n .1 bu ilJin~; an.1 the ,",vQr-crowding 
problem of many f<>.r.lilies .:J.t t1ie S31'lC til~C l.y "r~'1ti'l~ a multi'ltorey 
addition to the ar3rtment t:uilcli.llf~. Ber.ausl.~ rlost of the b·.lilJings 
are two to three stories. of simpl£. dC's 1 .. '.n, anJ have adequate surrounding 
open space, there are relatively few technical problems or long delays 
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in carrying out this program. One of the attractive features 
of this program is its ability to providp. a housing solution 
in a relatively short period of time and at low cost. The costs 
are lower than new construction ecause the exis~ing investments 
in land, infrastructure, and construction are ma>imized. It 
is estimated that the p.):pansion will cost about $30 per square 
foot of new areLl for a typical expansion per apanment from lsn 
to 200 square feet. 

In some cases, espec ially where v<1c,lncies al ready e>:ist because 
the small sL~e of units nat:eR thel1 uns'.litatJle, st:vernl vf~ry 

small apartments are cOl'Jbinecl into one st:Jl1(\:lnl apartm£'nt. 

Amidar's rrnovallon rrcp,r,l!'l f(1r 1q7:)-I~~ rrojcr.ts a rive Year 
Pian fO'reach evrrv Arddar unit in t'!"lt rill£' period. l'nits 
to be a~dresseJ first are thos~ ~ith the Mo~t serious rrohlt:mn. 
The specific allocation of work under t'l!H rrn~ra~ is ~iven in Table I 

The ambitious Amidar physical renovaUOtl program is possible 
due to an intensive overhaul, decentralization, and professionalization 
of Amidar staff. In each local area, Amillar h.1S set up <1 sepilr~lte 

maintenance unit responsible for the ir;!rlementation of the 
rehabilitation program, reconditioning of v<1cated apal ~Ments for 
new tenancy, and a systematic mainten.Jnce pr(lrram. The f.l3intenance 
unit works under a regional manager \o,'ho .llst) has resronsibUity for 
rent collections, reduction of severe ov~rcrowdin~, and tenant problems. 
Amidar is expanding and intends to professionalize its r.:anaef'nent 
staff in conjunction with the training pro:',ral'1 to be started at 
the University of Tel Aviv under the technIcal assititn~ce prorr3M 
described below. 

Amidar pIa:'!;; to follow the pattern stlccessfullv appllell under 
the Distressed :'!cighborhood Progralil. r 1 rst, initiate physical 
improvements to estilhl is'l faith in the ros:>ibllity of improvefT',ent and 
in the ability of newly dccentrali~e~ m~n3~cment staff to deliver 
in each locality. ~ext, make a norc strcnuous campaign to Involv~ 
residents in identifying 



more deep-seated neighborhood probleMs and do something about them. 
Finally. involve residents in a serious dialogue on the limits 
to government resources and encourage self-help in volunteer 
maintenance of community facilities (especially for children). gardens. 
activities for teenagers, and prevention of vandalism. lfuile the 
experience under the nistresse,\ :~eighborhood Program has de'llonstrated 
that better organized, healthier neighhorhoons complain more, this 
new-found energy can also be dicected toward::; spedfic local efforts 
to improve the neighhorhood. 

Increased rentals are a part (If Amldar'~i :lolic), un,!er the 
renovation progrnra. Initial rrnt increases 11,lve her·n collected [rur;, 

buildings where sir;nificant amounts of work hive Leen comI)leteJ. 

A l,l3jor lwc.r l1.11l1 of rUlt;!l poliry f,)!" .111 ll~l1df:i,,'; is ~tUl 
u:1der disc'.lssion. l"i.th current inflatioi\ ilnd rcnt;11:i f,lJll 
unlinked. Amid3r must depend incrc<.ls!n[,lv on '.:l,,~ \;\'1 I"Jd)',ct LH its 
oper!ltions. l.11i le aJ 1 lami lies mcpt ·1 str 1:1)"",,1 TI\ "I l",;L tc' Cj\lalify 
for an Amidar unit initiall.y. nllt c'/cr" Arl1,·l:1[ ten lilt i!, still low
inco[lle. Even lowcr-inro:';e fan:illl',; coul.l .1fi'(l(,: II' I 'a:.' sf(~niftcilnt 

re,t increases. ;'::L '--~:·c:'.: (' : :" .', '1.1'" . " !~..,', '::'ll'L~C:'; 

cO~JL,nue to ltiLe, : ... ,3 :S~, v·~r.'i :C.Li.l.',',:,J::r :,·"t..~:~:v" :i:os'...le,ar.d 
:J1V!liflc:Lnt illCl"r:-:'tSC[i r:rc ~.~ i}:f:2J .. ..,0 :;C! ':': !'!\"I'':'~ Lt ~(~'I.:.J"u in tlle 
stH)rt-run. . 

2. MortBage Assist.d'1Ce Pn2~r_~~;_~1)_~I.l~Cll 

The HG will provLlf> mortf,age fill.mcini.: LJr 11():) Israeli faMilies. 

The maximum pr':'Le pet' unit financed will be 
IL 1,700,000 or $36,900 in Jerusalem and IL 1,2~(),nOO or 
$ 26.100 in the rest of the country. 

* Uay 1980 exchange rate ($1.00 equals IL Ml.OO) 
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A fA-mily qualifying 
for the maximum mortgage of IL 950,000 would be required to 
make a downpayment from zero up to It 750,000 ($16.300) ciepending 
on the difference between the price of t:1e house and the GOI 
financing allowed. Families qualifying witll fewer points for a 
smaller mortgage would he required to provide a lareer dOWllpayment 
or to buy a lesR expensive house. The ~ental programs are 
available to help those who are not able to come up with a downpayment. 

a. Financing Innovations 

The GOI Mortgage Assistance Program is now testin~ ~ major 
policy change recommended by A.I.D. First, instead of tixed 
interest rates, beneficiaries will be repaying both principal 
and interest in indexed currency. ~~rtgages will be linked to the 
cost-of-living index which is adjusted each month. No lon~er 

will the government indiscriminately subsidize lower income and 
extremely needy families hy allowinr, repayments in inflated Israeli 
currency. Each f'lmily will repay the I'loJJority or all of its mortgage 
debt in real money, that is, currency whirh has heen adjusted to 
reflect inflation. The amount of mortgage financing provided by 
the government without linkage tlJ the r: Jst-of-l:fvin!!, index, the 
official Israeli measure of inflntion,is Lnf'/'tpd to th!! need of each 
family. The future impact of the increased beneficiary participation 
in financing of thf' fami ly 1,,")IfI~ wi 11 be f L'1 t In the lncrpased 
resources .... hich will he av.d lable in futllre Vt'lrs to f I !lance the homes 
of other needy I~ra~ljs. 

The second P.li~(lr inn0v,lti,J[l n:)'., ~£:1[l;~ tl'stpd In tIll' 1')~ll l~uv('rnmcnt 

rna r t ['; age L1 S 5 i S lew C C Tl r rJ g r a '1 i, t !. t.: : r' ,'.J 1 v t ".' 'II t u f ;) r i V.l t c ri 5 k -.: .:11' i. t a I 
in the constructicn ('t nl·· ... l1t);'J;~s. In til'.' !,.l:ot. '"V( n~'''l~:1r pl mnt·rs 
dev~loped [.nalysp:, l'( tIl( llf"d L)r n.· ... · 11"II:i,";, '1" f' "!rlist,v of 
Constructi,n ,1n'! i ('u'Jj'1~~ /""'Pl'c!t j'Je1:: hl,1 t'I" ", ..... C" ';tI '.!c:' j"n .111'~ 
the hOUSeS \o.'ere: !)Idlt ":"lre tile l,l)V(rnl'll':1r 1·~,.r.tLr: !ietl:.,,!. 

Under the nel-! svster;:, (;or polic;'''u:.l'r:~ rC'ltlirc t>dt pr~vJte 

develop~rs aSSll!'1t' l'.1rt <If ~,11" risk. Ce:lstnlC' i/:1 C>l'ltr lets "dll be 
offerr:d as a pacL.1[:e \o.·ith ,I r('t,uirc'lcnt to l',ILI ;J t;i-/,'n l1unbcr of 
units, up to 507. as homc~ for saJe .:It the risL of the developer 
and up to 50% to be sold to the Government, the bala'lce tt. be allocated 
for sale to the government at the option of the developer. 

http:lvt,,.ut
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In areas like Jerusalem and Tel Aviv where land is at a premium, 
MaCH guarantees purchase of up to one-half 0 f the new units 
by the government for use as public housing. In ~evelopment areas, 
the proportions are negotiated depending upon the site. ~le developer 
must provide most of the construction fin.lncinr" but purchasers 
may use any COl mortgages for which they are eligil'le for 
the long-term financing. 

Government planners are hopeful that the profit 
incentive provided by this arrangement will sharl'en the accuracy 
of the allocation of new construction, speed construction, and 
reduce the government's conunitment to construct jon financill,,> Hhile 
the .umber of units unoccupied due to poor loc~tfon is currently quite 
small, predicting demand 1n each ]ocalHy ;\:1..1 prOI~l)ttllt~ population 
dispersion had been c"l problem in the past. !'nr],'[ t 1h' llU,' system, 
a can trac tor .... hn guessed \-:rO:1g t II respond j 11[' to tl.L! :()verr.:ncl1 t' s 
ir.vitation to build '",ou~Ld in,~ur lOi",ps.I'rivate 
developers participated ~n 6,)'" of t!-.P ;',f1\'f'Cn;1\pnl t!-. 1 (n') pru[jral'l 
under these arran:~elT1ents, W:lt:1 ;)ror::i<;i!lf; rC'1'1l t!i, TIlL' ,Jl'o·vlsl.J!1 of 
conrltruction financiilg in larf,e purt bv t!! .. ~ [>IIVH[' S>.'ct(Jl' will 
again perl'lit ;] llrge number uf cur.strllcti(l'1 ',L.'1rt'; \.<~!"'1lt p]ncinl~ 

enormous dl'.ma~l(~s on the extremely til-,Ilt [q'!11'\i'·,~,·!:. 

b. Construction 

The type of hQusinr, Iwits to bt' (in:ltlc,-,l '_lr.lc!l' tLe :·.()rtr.aL~e . .\ssistance 
Progran consists of three-to--four story \o.'Llk-\I;ld ~~'\'lln,), tM to four 
(lpartml~nts at each level. Each unit \o,'o"ld i:lC'U,!.' (ron lhr'~e to 
five rooms, '" l:itcherl, and a bnthroom ,.itl, :,:iO' ... pr <lnd tu:). :\ 
small porch usually OP(>IIS off the livi:l~; rU<lil anl .1 !p:;111 porch 
(utility) from the kitchen. Constructicu i:-l w;u;tlly of reinforced 
concrete frame witb concrete h10ck curtain .111.: intedor ',,;:119. 
Exterior walls are usually pla5tered anJ p.'lintl"l, J'.11h:ny .... a11s m.'y 
be faced with unpainted rough t:ravel and t'ncrllstC',1 conCH't(' IoChlch 
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requires no maintenance. rloors are usually of cereent tile. The 
ground floor is usually semi-open providing facilities such as 
bicycle and pram stor2ge, trash rOfH.l ,1;"l entrance hall. 0pE::n 
balconies are favl'red as work (L~unrlry) nrC,13 "hen c\l1jac-;nt to 
the kitchen, or sittinl', areas WhO'D on ,:L.:, 11.','1~1g rO();;l<;iJ~. 

The proJer:ts arc planned an,1 '.lill he l':.:ecllteJ in 
accordance wlt:1 ern n3.tinn31 a'\.1 j11'mici:nl r,1,1nnin~ i)olicies, the 
national and local ma~t~r rlans, G~I c~vl[0n~~ntal sta~durJs, 

and will follOl., the GOI .1pproverl sta:1<lanh f,'T contr.1ctln~ and 
construction. Social, cOJ'lIDIerci.:J1 .1nd otl.('r cor.1r:;unity f"dl1tes 
are i.ntegraten elements of the planninL, e:i!wciJlly in the new 
development ~rp..1s. 

The propos('(! Sl~ million rlorq.;alj£' (ls!'htnnce prllr,rarn \:111 
be allocated a::lOnr, thf' r.)110\"1ni~ ass1lit;tnce cate::;oril'!i: 

Younr; Couples, ;:el-l IJ",~,ii:r,1ntQ, Laq".' r·ar:ilfl·!t, '!1J1oriti(>s, and 
Development Arc1s. 

Annex G descri~es th~sc AssistAnre catP·'·rle~. 

d. Al1oc1tion of 'lou.".("-l 

Til e G ~l I h 1 '1 t· ,; t :1 b l i <, 1J t' ,I :1 !' r i r. t s y ~; t (' ,- . t , , c! l: t " 1': : 1 n e .1 n 
eligibility rat11'~ ;,'r il11 :)['r~;"'nJ eli'. ::ji' ~ "or -";sist.lncl' IIr.der the 
Public llol1sLr.[" 1"'"):3[,,;:. 1 '1£' lu .... ·l'st til 'r,n" "L ,I" '.,it'. 1'111' 1.Ir~~cst [ar,ti.ly 
will receiv(' the ~t!i-.·l('''t n\l:·t--I·r[c.1~ rHi:::I'!'!' t'h'r,'I-., 1" (J:fereJ 
the hiGhest II0rl':af:(' Ij;'l~s :tnd r.l()sl· i":;',';'!·.1 1·lp- 'rt~· ".;" t.'n); .. ·t 
the present t tn" nn ·.Jrl,ff'rt'ncf' I.e; )' I VI"~ '~r1 r,,,,;': ~r t.., of lrl':_:~ t1esit::naterl 
ns distressed 11. L·,ll>lJrbo<,.I~ •. ,1t',r1u)'h ,! ~ "'~ '111 fr'!I:,;li.t'1tion ll);ln 
program is un1er CCHI,d·Jct.lt1ll.1. T':2 P,I1:.l ns::.e;·; .11s) ,lt~telmirl(,s the 
maxifTIum unlir,ke:i ~,'1J 1 ir.:rp<! IO:l!1s. -;'(It.,l :'1 't'. 1 "J'lnts Jim;;" fn'll 

IL 150,000* (fo:: (,l;t_rcrr-.l.y I)v('rcro·.:de,i :.1" i! Ies ' .... '10 (l'A'l1 an nr·artl"1t~nt '"hich 
is substandard) to II. 1)5'1,1)0," tor th,~ :l('('diest y(lIn~ couples (to 
finance an apRrtment in Jerusalem). 

* $3,300 
** $20,600 
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The provisions vary for each progran and are r,iven in detail 
in the 1980 econoMic Report completed by the Office of Housing's 
financial consul tant and available at the Office of Housing. 
In general terns, points are awarrled hasell on income, fanl1y size, 
military service, and location of the unit to be financed (with 
more generous loans allowed as an incentive tn develo)Jment towns 
and in Jerusalem where costa are considerably higher). :Jnder 
programs designed to help large families anJ under 'the 
Young Couples proeram, those couples married the longest without 
having been able to buy a horne receive increased points. Overcrowded 
homeowners may qualify for loans to expand or renovate their unit, 
or to purchase a neW' apartment, or to I':ly key Illoney required as a 
deposit. Families who cannot afford or do lIOt choose to buy 
tn.J.y benefit from rental assistance in specified locations or from 
public housing available at low reltals thrullgh the public ho~sing 
companies such as Amidar. 

The Point Svstem 
~.---

Under the pC'int system tLp. MOCH doe .. not h.-1Ve a cut-off point 
which precludes assistance to fal!'<ilies w£tll more than the flIedian 
inccme. On the other hand, an above median income fartily would 
have to s"ore very high on otilt'r factors 'jllch as family size 
and overcrowdlng to qualify for :ll1y CO] !tf'lp. :1')CII als,' I ... ill 
not r,ive dSs:!.~t:lrlce under the llo1l3lnv Guaranty Luan to fami} les 
with less than 8(l0 points on a sCi.ll~ uf l4()f) poiltts. TIle lnaXimu"l 
monthly famil:1 incol'e for which any points are given is II. 13,299 ($289) 
per month an:l that r,ets 50 point!> for tite ,q'plicant as opposed to 
400 points for .1 monthly Limfly LnL:ul~c Ipss lilan It 11,4')9 ($152) 
per month. COlsidering the present nonthly urklll median l.:)corne as of May 

1980 or IL :n, 340 (~S07) and the ROO po lnt cut-off for (;\)1 d3sistance 
it is possible that some very large Lmi 1 !L·s with ahove mel! inn 
incomes still might receive as:i1stance. IIo ... :~ver 1 :1 ~10CH analysis of 
applications ~;hows that relatively few filllillt'S fall into that 
category. Table V demonstrates this fact. AID mir,ht under this 
program require the GOI to exclude fron liG i Inancing those 
relatively fe' ..... needy cases that have ahove PlL!lli.ln incomes, but this 
,""ould require bunlensome aJdit lanaI screenin~ which I!OCH does not 
normally do and experience shows that it is hij;hly unlikely 
that more ti-Jan 107. of applicants would he 50 cate~~orized. (AID 
leeislation reqllires that 90i. of the fllnds 1'.0 to helo,", median income 
beneficiaries). The GOI point system clearly establishes need 
of the individual applicant. It is the Jud~el!lent of the RlIlmO that 
less than 10% of the beneficiaries will have more than median incomes. 
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3. Technical Assistance 

The Gor has effectively used past U.S. technical assistance. 
(See Gor reports on file at the Office of lousing and the IIG-006 Annual 
Evaluation). The !Iinistry of Finance housin~ experts particularly 
value this advice and have requested that the rel<1ti.on~hip, which 
has previously been provided on a specific request basis, be 
institutionalized. The fOLmat planned L r this effort wUl be the 
dev.:!lopment of Policy ReCOI!Unendations by the cor, with Office of 
Housing direct-hire or consul:ant help if requested, followed by 
an evaluation of the Recommendations by a Joint OffLce of lIousing 
G.O.I. Housing Review. The Office of I/otlsinr. has set aside ur 
to $25,000 from Housing Guaranty fees for the U.S. costs involved 
in this effort and for further U.S. involvement in technical studies 
expected to follow such a Review. The first Review will likely convene 
in the Spring of 1981. 

The O~fice of !lollsing wUI alsn provide technical assistance 
to Amidar in its efforts t(l improve nana".erlent of Israel IS 

public housing resource. 

To support a nPH curriclilun in hO\Jslll:'. m:ln.1;:I'ment", the OfficI:' of 
Housing will finance approxinatcly $50,')I)Q of P.S. ('xpertise RllCl other 
development costs of 3n academic pro,-;r.n ;It tlH~ tTnlverslty of Tel Aviv 
over the next thr~e years. 
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Amidar's modernization is well advanced in physical terms. 
As described above, staff engineers have been hired, priorities 
set, and the equivalent of over $40 million spent in the first 
two years of modernization. nut Amillar' s view of its responsibll ities 
recognizes that its rent-payers are the most important element 
in sustaining a significant change in the adequacy of Anidar's 
resources to meet the needs of poor Israeli fa~ilies. 

Amidar's strategy is to hire 150 bright, energetic, and 
professionally trained managers in the next several years and 
to give them maximum responsibility at the local level for 
developin~ Amidar as a more effective housinc resource. The new 
staff added to Amidar's existing staff will provide AmiJar with 
approximately o~e employee for every ISO units. This compares 
with the New York City Housing Authority' ~ 1:] I ratio. To accomplish 
the job, Aminar' s staff will have to he self-direc tell and 
independently competent professionals. 

In Israel at the present time, such a profession docs not exist. 
Amidar intends to create one through providing a r::arket for the 
graduates of a new program to he developeJ at Tl'l Aviv lJnlversity 
and through direct financial assistance to tllP Un1versity for the 
costs of developing such a pro~ram. The Tel Aviv University program 
\vill be based on ;tn excellent faculty ill social H('Irk. rt wIll 
emphasize equtllly management, <'ccoulltability, control, 9upcrvisi('ln, 
and a general competl~nce in technical servicr:::; and cuntractinf,;. Io!hile 
the U.S. public sector h,15 h:1d little 5UCC'~::S 111 deVl'} Clp!.nv, such 
professioll:llisn, sOI::e private m,ln,]Lt~rs ()[ u.;,. hou~:lnJ·, hc'lVl' f!,~vclopeJ 

:l cClnsiclernble reputation .. ~Jlli\li1r expects to off,,} resl10nsibllltics 
similar to the I.'.S. private 'wctor ar:l~ COirnl'IlS:lriltc ~;ali1rjes. TIle 
proposed salaries will be suffici"lt to create 5u~tained interent 
in an Amiclnr c'lrcer for the ;notivllt.c'd people Ar:dcl.lr WLll1t3. 

The development of a curriculum requires continuouH feedback from 
Amidar on the success of the program in producfn~ results at the 
level intended. The University of Tel Aviv will probably start 
its efforts at the undergraduate level with thl"! intention of moving to 
• one-year post-graduate certificate program (or even a two-year master's 
Degree program if a higher level of education appears to be worth 
the investment). 



The first undergraduate courses will be offered in September 
1980 provided that the university authorities approve the 
curriculum. Graduate-level courses H01l1.1 ~Je developed 
based on f0.edhack fran the effort at tlw unlJerr.:raduate lp.vel. 
Students would he offere<i tIle opportunity to Hark part-tir.1c at 
Amidar to sllpplemf\nt the academic l'Togrclrl Ci!ld to let AmUar 
evaluate wh~t they arc learnin~. 

Total costs for the development of the program are estimated 
at $150,000 or approximately f,3,OOO per student in a certificate 
program in which fifty students annually would be enrolled, 
for three years. The proposed HG financing of $50,000 might include 
contracts for U.S. or Israeli housing experts invited to teach 
in the first three years of the program or stipends for U.S. 
professionals on leave, costs of course preparation, expenses 
of developing a specialized library, costs of field research to tailor
make materials for course9, or other expenses related to a start-
up effort during the first three academic years. 

PART III PROJECT ANALYSIS 

The :,sraeli construction i.ndu!'ltry, thcollgh I,ast 
performance under the Il-; program, 11'15 dernon!ltrateri that it has 
the competence and technology to implej,lcnt this $25 million program 
at a minimun. cost to the t:lrget ~rollp. Des ip,ns for new apartments 
which MOCH is building for sale or rcnt:ll under GOI assisted programs 
are the most eoonomical unit!.; beinr, pr0.jllced in 1 :;r,'lel at this time. 
The concept of upgrading basically sound £>xistillg stock ia 
clearly consistent with AID pol icy directives and review of both 
planning practices and completed examples confirms that HOCII, the 
public housing companies, and contractors are fully capable of 
implementing the rehabilitation activities under the Amidar 
renovation program. 



Major constraints which continue to impact upon the 
shelter construction industry are: (a) the limited supply 
of suitable land because of the GOI policy of utilizing land 
suitable for agriculture for that purpose only. leaving the 
moat difficult sites for construction; (b) extreme climatic 
conditions and/or seismic problems requiring specializea 
construction techniques and facilities for heatin'g or air
conditioning; (c) the required provision of a bomb shelter wHh all 
apartment units, adding from 3 to 10 percent to building costs; 
(d) elevators are required in all buildings taller than four stories. 
Land has already been acquired for all units to be financed 
with the HG loan and all buildings will be four stories or less. 

It is estimated that less than ,~',.:':L :,,1. percent of 
construction components are now importe(t, principally lumbe~. 
steel and white cement. The other components such as sand, 
stone, gragel, lime and CO~Don cement, etc .• arc produced locally. 
No special problems are anticipated with re)~.]rd to th", supply of 
constructicll raateria'!.s for this pr(),~ri.!ll. 

The !lOU5C'S LO hp. c;t>:lndcJ or rep.Ii,'ed ,'n! lvpll ill h' fut;r 
fartily, t;.'o stury build;'!l;;": witlC~l I'cl, hiJilr h·/ tl.· p.lbI1t: hou',in,' 
comp..1nics in the carly 1')~,(J' ,'. 'l'hc/ .Jr,' r ~~lln ... c"~ ,',JI:n,tC' fr;!"'l.! 
with ITl.'lf,:J1lry f nler l/a113 cud COl1~ 1st of ,1l)ll'~t 11/ ;"','1' re Ilel£'rs 
with t\JO tuo .. ,s, .1 h:lthrcom,1n-i a kltc1l2n. )100 .... 1 ,1[,: reinforced 
concre':e .:-.nd roofs are usu,1lly cl.:.y tl1c. Tht~ stfllctll/'e~ an·j IOr)fs 

of the~;c ~uildjngs :lre ge",erRlly S()lllld. p,)wC'v.''f, Jr.it ~,'!l plur.;bing 
and electric:]l 'nslall:lticns w('re of inferior qUilllty as WL're J;JOr3, 

windows, and other finishlnp, M.1terii1I!l. Fi)(t~r(,!1 h,lve "imply worn 
out. In some casc:s Ll:nilies ha.ve vacated worn-out Lu1Jd1nss and 
there i:3 evldQnc(: of lootin:.; anel malicious d,'image in vacant units. 
In many C.'lSI!S large families need more room if they are to continue 
to occupy an othervlse servicelble unit. 

For either expansion or repair, .1n Amid.1r technical team makes 
an assessment of the existing cond it ionr. recor.tmends work to be done 
and estimates costs. Amidar seta priorities based on t!xperience with 
the apartments, the ",eeds of each family where expansion is proposeJ. 
and reports on current physical conditions in each building. Repair 
work typically consists of new bathroom and kitchen fixtures, new 
electrical wiring. s~itches, and outlets, doors, windows, floor and 
wall surfacing and painting inside and out. A typical addition is a 
single room of about15-20 square meters added at the end of the 
building. There is no question about the technical capacity of Amidar 
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to execute this kind of work. 

b. Mortgage Units 

These units are typically in four story walk-up buildings 
of reinforced concrete frame construction with masonry filler 
walls. Construction standards are considered by HOClI as the 
minimum acceptable in Israel at this time considering desired 
longevity and maintenance factors. Designs are similar to those which 
have been financed under prior HG pro~ram~. OS/H has reviewed plans 
of past pro~rams for technical adequacy and physical inspections 
have been conducted by DS/H contract engineers of co~pleted 
an~ occupied units. Production of these units has be~n judged 
satisfactory In all respects. Ccnstruction is carried out on 
plans developed by private arch!.tectural firms under contract to 
MaCH. Bidding, contracting, and cost contr)l procedures are closely 
controlled by ~fOCH and are similar to practices in the U.S. The time 
required to take a project from planning to completion is still 
longer than the Israelis would like. However, all units to be 
included in this HG program have been identified and construction 
is well advanced so that no problems are contempleted with regard 
to an adequate supply of completed units for this program. 

2. Environmental Analysis 

The Near East uureau Environmental Coordinator approved a 
Negative Determination to be founll at Annex F. This finding was 
based on the analysis, done in 1978 for the previous Housing Guaranty 
of the Gal legal framework and institutional structure for 
environmental controls and the national attitudes and organizational 
structures which support environmental conservation and upon the field 
work performed for the 1980 Shelter Sector Update. 

Between 1959 and 1972, the Israeli population registered 
signif icant i?,,' in:i in real income. /io\o.'ever, f rOl.l the mid-to-late 
seventies, tlh~ rnt£' of inflation has limited real income gains. 
\O:ith respe.:t to housing s~r,(>: l:w ~.Ll sC':cnti.:~~, r.vl:ln:111y f'.y.p.d 
mortgage :1';1 ,'-2!: t:1::' t.'2r:;s :'avc h.:cO!i.e ir:crensi~,gly 

r'av::>rable irJ llcu::;e!lOld::;, S.i. l:ce fa;nily in~ome:; r.ave been 
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adjusted to the cost-of-living index. With the annual rate of 
inflation running over 100%, unlinked mortgage payments quickly 
become insignificant for the mortgagor. Even for the 100% 
linked mortgages, the GOI provides that only 70% of the pay
ments in the first year are to be linked, giving the family 
a one-year break to make it easier to pay moving and household 
expenses after having developed the down payment. 

The GOI Bureau of Statistics has kept tr<;lck of family 
income since 1965, considered by Office of Housin~ Economic 
cansultant to be highly accuri!.te and comprehensive. Table 
VI shows for urban employees households the distribution of 
incoMe. Median ~ousehold income as of May, 1980 was estimated 
to be IL 280,080 ($6,089) annually or IL 23,340 ($507) monthly. 

Table VII gives an example of t.he affordability analysis 
for the mortgage assistance categories perform~d by the 
Ministry of Finance. This table shows that while the loan 
amount increases with need (as measured bl the number of points) , 
the loan terms become j ncreasingly qcnerous as th(~ number of 
points increase, resulting in decreas LW] monthly payments for 
larger loans. All monthly paymen':~; ,ire ~1T\!neriiately affordable 
to families at the median representill'] l(~!,s than 2S% of income. 
As the c03t-of-living adjustments imTL'ase incarlcs the unlinl~ed 
portion of the mortgage, beinq rt f Lx!)!! repay:ncnt, becomes 
increasi~gly affordable to f~nilies bclcM the median. 

For example, if a young couple at Lhe thirtieth percentile 
(receivin!) IL I·, ,3Gl (or $3n) pl'r month) with Inf10 points wished 
to buy a house in Jerusalem, they would pay 22 .1 % of their monthly 
gross income until the monthly cost of liviny .,ljustment. 
Assuming an annual rate of i.nflat Lon of 100%, aftl'!" six mont:ls, 
the linked portion of the payment wOlllrl b~ 3 5% !li'1h\~r (only 70\ 
linkn.ge durinrJ the first year> an,i ttl(! lmlinkld portion woul(! 
be the SalTte for a new total payment of IT. 4,724. Bllt thf'ir 
income, being fully linked, woulri al~;o have g0T'c up to IL 23 ,431 
so that the new monthly payments would onl'1 represent ~:; .0% of 
income. After two years, t.he payments would De TL ') ,86') to be 
paid from their cost-of-liv ing-linked income of It r,2 ,Gor), or 
only 18.8% of income. With inflation well above 10!)\ a3 it is 
now, increased affordability will come MLlch more quickly. 
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The point system provides for the portiuns of financing which 
shall be linked and unlinked, for variation in mortr,age tcr:na, and for 
the maximum mortgage amount. Trw most im;"lOrtant function of the 
point system in targetin~ assistance to the neediest families is 
to determine the maximum loan to be provided. l-.'itl\ lower loan 
amounts, families are required to mJ.ke muci\ larger down payments. 
Fifty per cem: is not unusual. ~.'! th the larger loans clO\mpayments 
of 10% and 5% a~e possible. 

The difference between the sales 
price J3.nd the loan amount is the down payment wl·.:!.~~ the family must 
provide from other sources, usually savings or gifts or loans from 
the extended family. For families judged less ne~dy as measur~d 
by a low number of points and consequently a lower loan limit. 
saving for a do\o.'Il payment may require a long time. For the most 
needy low-income families, the surveys demonstrate that housfne is 
affordable with GOl financing which T .. ill cover most or nll of the 
sell ing price. 

Payments for rental housing, already low, are becoming 
illOre affordahle, even for families living on the least ~(nerOU9 
GOl socia11·:£~lfare benefits. ';1Ie benefits ilrc linked to inflatlon, 
while the rental payments are not. \-"herc-~ rental increases have been 
implemented, the government has alwayq limited thf size of ~he increase 
to a level affordable by the poo~e9t family. 

Housing solutions designe,j and ('oll!itructed under government 
programs are '.llllaller than thoRe ,.old in tht' pri vate sector so as 
to assure a reasonable supply of affordable units to lower income 
families. H0wever. whether built by the public or private sector, 
apartment design must respond to rill' market, particularly where some of 
the units a'-e tlLlrketed privately by a clt!veloper under the program 
to involve private risk capital as descrihed ahove. l'nder the Hort-gage 
Assistance Program, each family makes its own choice of whether to 
continue renting and of where and when to buy. 
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For the rental program, the rehabilitation work has been 
requested by tenants. Apartment expansions, in particular, provided 
at the request of an overcrol!ded family, respond to the needs of 
larger families. As minority Jewish and Arab nuclear families 
often are very large and the household Rlso includes the extended family, 
this program is extremely important to respond to their cultural needs. 

3. Minority Participation 

'8 mentioned in the State Department's Country Reports on 
Human Rights Practices (submitted to lIIRC and SFRC un 2/4/80), "Israel 
is a parliamentary democracy with high standards of justice and 
human rights. These standards are applied in full i.nside Israel'proper" 

There is no appar~nt discrir.Jination in the use of housinr, 
funds in terms of participation by mtnorlty groups i.lUCh as Arabs. 
Druze, and i:"c!fugees in the hous!ne programs within the 1~tJ7 

boundaries. Participation by minorities comprise approximately 
15 percent of the total participation in thl? pro!~rall1 which 
corresponds to their level of representatinn jll the gelleral populadon. 
Given the cultural differences bet\oo'£'cn the Inlllorj I ies and the Jewish 
majorities, the GOl has found that the ni!1or1tip!~ art! mnre receptive 
to block loans, similar to the llnitld St.ates' C0!'1li1un1ty Develor~ment 
programs for .:lhelter purposes. The cor therefor!:' Opp.rlt:es a special 
loan program to respond to this prc!erencp., ~lile ~t the same time 
assuring Israeli minority memberg thelr option to i,articipC'te it. 
pLlblicly sponsored housing pl-oL;r.:w:s. GO[ prol~rans to ex;·and livi,g 
space are especially respons! v(' to tr_l~ l.uger far. i 1 f·~s c f Arabs <.:nd 
religious Jews U ving in urban .lre3S. 1_11 rur;· L .lr.~il9, f 1'1 f-Lel~) 
construction fin;ncing p,~rmit'; \l:'aos t': cic.;l,;.l t It-ir o'.·r\ ~1I):nr'; C:ithln 
the stringent cost nnd sl~f' li·aitat:or.3 i'.l~(I';'~'l or dll hL'!1cfir:i:lrics). 

As the ~o'1struction !ndll:1try [('!'klin!; l'I)0r l:nensivc, it cr.lploy'i 
a portion of the unskilled lallor force · .. hie!> j s strongly represented 
by Israeli Ar(lbs anlt Ar;,;hs from occuplc,1 territories. 

4. Role of Women 

The State of Israel is an egalitarian society. Women serve in 
all positions of the society, detenllinedonly by ability, desire and 
need. Women are prominent in the business community, government, and 



- 27 

labor organizations, as well as the professional and political 
life of the nation. 

Women will benefit al equals with men in this project. For 
the mortgage assistance program, women have the same access to 
credit a8 men under the various categories. For the· rental housing 
program selection is also based on need rather than sex. 

C. Economic Analysis 

Until 1973, Israel's economic ~rowth was among the f:lstest in 
the world. Since then, serious inflation has prompted successi.vely 
mor~ austere [;overnment measures designed to reduce con~ume!" 
demand. Tt:e 'jov,:r:.'·.Cf,t naG [lJ:,(' l;l'u::.{t.(·d r;"~~'(>l'k' ·,.it.!! 
!:loG.t:1'ate SUCCcc.S. 1l0h"2VC~', Oil rricQ~ and rile GOI'~ 
ambitious defense, housln)~, and (~omcstic prO):r.1il.s h,we c0ntinut'u to 
feed ini'latio~L which u:Ised on the ~I.:ty 19·"0 cost-oE-living increase, 
was estimal~~ ut 193% annu3l1y. 

Until last year, saluries, welfare Lcnefits, and savings were 
linked to the cost-of-living, protectin8 the consllmer a~ainst 
the worst ~spects of inflation. Effective July I, 1979, most 
mortgages fimlOced by the government became linked. The proposeu 
program will support this move to bring fiscal responsability to the 
shelter sector. The long-term borrowinr, terms and foreign exchange 
which the HG will bring should also be considered as positive for 
the Israeli economy. 

D. Financial Analysis 

1. Housing Rehabilit.ltion/Expansion Proeralll 

Financing would be provided based upon evidence to be provideu 
of expenditures on completed rehabilitation or expansion work. 

2. Mortgage Assistance 

Construction funding has been provided,either from Gal or 
private sources under the GOI program,for all IlIOrtgages to receive 
long term financing from the HG loan. Under the mortgage progralll 
as units are completed and eligible buyers identified, the buyer 
will be referred by MaCH to one of the several mortgage banks 
who administer the mortgage loans for the GOl. The mortgage 
bank will arrange the loan according to terms established by HOCH. Each 
mortgage bank then gives the Ministry of Finance a list of all the 
loans it has completed including account number 

http:jovcr,_.er
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anJ address of the unit, the sales price, mortgage principal 
amount. and outstanding balance on the date thL list is comp~led. The 
Ministry of Finance bases its disbursemeT'lt request to the U.S. 
investor on the total outstanding balance of all eligible loans 
from the several participant banks. 

Given the histDry of effective Gal performance and currently 
tight GOI fundin~ it has been agreed that an advanc~ will be 
provided. Docuroentati'n of mortgages provided to eligible 
beneficiaries will be provided to AID within a reasonable period. 

3. Technical Assistance 

Technical resources will be provided [rom lIG feL: income 
as requirec' for studies leading up to a Joint Shelter keview based 
on agreed plan for the Review. Traininr. resources will be made 
available over a three year period. B('[,ne expend i ture of lie resources, the 
GOI will provide evid'.'ncc of its 50::: contriblltion. 

PART IV. mPLf.'IE:ITATlON ARRAN(;r~EYrS 

On the basis of similar rrograms previously co: ... pleled with AID 
assistance, DS/II has found that the participating GOI agenc!es have 
technical and rn..nagerial expertise to e,:0cute successflJlJ.y the program 
in an effective and efficient manner. Based upon previous experience 
with COL shelter related agenlies it is confidently felt that 
sufficient technical and managerial capacity exits to carry out the 
project effectively. The NOF, the ~OCIl, anJ the Israeli mortgage 
banks llave had a lon~-standing anJ effective involvement in HG projects 
and are fully familiar with AID procedures anJ requirements. Amidar, 
the public housing companY,demonstrated on the previous IIG program its 
competence in executing construction. 
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I. Public Institutions 

Ministry of Finance 

The Hinistry of Finance (MOF) through its v~rious departments 
is influential in the Hinistry of Construction and Housing's 
development of its yearly budget, and in its reconciliation with 
and subsequent in-corporation in the overall National Budget. The 
MOF will be the borrower of the $25 million HG loan, as well as 
the admin '.strator of the loan on behalf of the Government of Israel. 
The MOF, ou behalf of the GOl, was the borrower on five previous 
housing loans, each a $25 mill ion HG Program loan. The :10F has, 
therefore, contracted for a total of $175' million in prior programs 
and has the capability to manage this $25 million lie loan. 

Ministry of Construction and Housing 

The NOCH has the primary responsihility for ir.jpl~mentlng 

GOl policy and control over the public 1tousin~ sector nnd also 
influences. to a large extent. the volume of construction activity 
in the private housing sector. 

New hou!';inr, projects, a; well as the il~jlrovc:llent anJ expansion 
of existing housinr., are pLmneu ,1nd (~xeclJt('d in ;)ccorJance with 
central and municipal planning !'olicies, rell('r:il anc' local l!l.lstcr 
plans, and follow Gal apprr)VC'J standanls which have prL"liousl:: be€:n 
approved by AID. Social, cOi:lI11crcidl :m,1 nthe. COcHT'.Ltnity facilities 
are integra~(>j ,~lem"nts 01 planIlfn~?, p:lrticul.1rlv in deVelopment 
of ne· ... commun it it'S .1nd .:; ~ L t 1 c!l-.~n t . 

The ~~j"istrv of ('on.;tr·lrt!.<l:l :.mti l~('U:;"l:' wi!l I'L' tIlL' lr.1ple;"ientjil~ 

af"ency In thl::; ~,~5 :"1il! L,m iic !o;.n. 
runidar - Jsr0:'.1~ .int ion;ll_Jl~_s_~~ .~l2.r.i.!...'2.r_~Jt :~~ll '£0_:::_ :'~:.;~!::~:~t_~~~ 

The' P~:hLL: lIousing (u"lpanv rf'!'lpon·;jhlf! for thLC management 
of about lSO,O')() of the 2'.).'),OI}-, r:1)l rent.ll units. Ar:!;-;ur is probably 
the next larp,e:,t with about 20,01)8 units. The remaining (~)I rentals 
are managed by ~:unicipal compani!'s such as Halilmish in Tel Aviv. 
Amidar ~ill manage the reha~ilitation expansion construction funded 
under this program. Amidar is actively involved in decentralizing 
its operations to provide more responsible manage=nent at the project 
level and has already decentralized supervision of early rehabilitation 
efforts to a regional lnvel. 
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2. Financial Institutions 

The $12 million 1IG funds for the lo,,,-incoDie Mortgage 
Assistance Program will be disbursed primarily through the four 
largest mortgage banks in Israel which together hold 85 
percent of all assets of the Israeli mortgage banking industry. 

These mortgage Lanks are 1 isted belm·' bilsed on present 
assets. However, the percentage> of JIG funds to be disbursed by 
each will be determined by the GOL The b3nLs listed herein 
have bel!n utilized in previous llG programs. lJ:-;/11 contract 
auditors hav2 found theltl [inand.al1y sounu an,l capable 1.nstitut1ons. 

Tefahot was founded in 1945 with the aIm of ~ra[ltine mortgages 
for the promotion of public housing projects throughout the country. 
The Bank's r.~1or resources are provlded from sales of debentures 
and from government deposits "'hich are used for granting mortgages 
to purchasers of residential housing. It is the principal source 
of mortgage credit to families eligible for governm~nt assistance. 

Tefahot was the 
borrower of a $50 million HG Program Loan under 271-11(;-001. 

General Hortgage nan~Ltd. 

This bank, a subsidiary of Bank Leumi founded in 1921. is 
the oldest mortp,age credit institution in the country. It extends 
medium and long-tern credit L'r resident:! ,,1 and hotel construction 
and. next to Tefahot, is the lll.1.1or institution financing public 
housing project~. 

This bank, a SUb3idiflry of ~an'< of Ilapoalim, U.A •• which is 
one of the major banks in the ;,tate of Israel. is also heavily 
involved in mortgage credit. 

This bank is the fo~rth largest mortgage development bank In 
Israel and will also be involved in the HG Program. 
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B. Implementation Plan 

It is hoped that the project will be authorized by early 
AuguBt 1980. DS/H will then issue a letter of advice to the COl. 
RHUDO/Tunis has drafted and delivered a draft Implementatior, 
Agreement (LA) to MOF. MOF has requested publication of an 
announcement seeking U.S. Investor proposals and would pick an 
Investor by mid-August 1980 if proposals are satisfactory. Draft 
Loan and guaranty agreements should be prepared by the Investor 
by the end of August at ~lich time final ne~otiations of all 
agreements wil~ take place. Present planninf: indicates that there 
will be a single disbursement which will occur by the end of FY80. 

The ~toC!l will be responsible for project development and 
implementation procedures. Construction will he by private contractors 
under Gor established bid and tender procedures previou!3ly reviewed 
and approved by AID and under the ~!()C!I' s nr()i~ram to involve 
private devp.lopers. 

There is no AID l!issi01 in Israel, and AID affairs have 
traditionally heen handled through the [cononic Section of 
the American Embassy in 'fel Aviv. This Hr. loan will he monitored 
by the AID Office of liollsing's l{cf,iorl.11 ilollsing and Urban 
Development Office (RmmO) :"0 Tunisia. 

In addition to the c1o:ie coordination involving nS/1l 
direct-hire er.1ployees, periodic reviews I)f the program will he 
conducted by nS/H contract staff, particularly in the areas of fiscal 
and management reviews of the program. ~('lective consultant services 
will also be utilized on as-needed basis; probahle areas to be 
covered would relate' to the technical assistance being provided 
concurrently with this IIG Loan and could include such things as 
the simplification of the linked mortgage system, possibly 
the development of a savings and loan systen, assistance in cutting 
construction costs, and advice on the development of the training 
program for housing managers at the University of Tel Aviv. 
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D. Evaluation 

A Final Evaluation and periodic evaluations of fiscal 
and management operations consistent with Office of Housing 
world-wide standards will be conducted at the appropriate time 
by DS/H contract personnel under supervision of RllUDO/Tun1s. 

Under the previous housing guaranty, the GOr performed its 
own evaluation of the Distressed Neighborhood Program and of 
the training activities. The GOl made particularly good use 
of the Distressed Neighborhood Evaluation. 

The Gor intends to use the sar"e methodology to assist 
it in R fall 1990 evaluation of the Amidar rehabilitation 
and expansion program. Amidar expects that this evaluation will 
help it to clefine more precisely the specific objectives for 
the trainin" program to be c.-nried out at t:le Ulliversity of Tel 
Aviv and the baseline information [or the Anldar dpcentralization 
and staff upgradint! effort. In tllr.", Y,cars, Ami-lar expects 
to perform :10 evaluation of the ever;)ll .,[fort .1n.1 to (lLci~e 
\o!hethcr or not tll continue tile univ('r:,it· tLlililnr', pr()~·,r;lJ'l. 

i:V:,l.ILltion of the !nn'lv:1ti\T, ,I';; c.:t,~ llf t'lt' mort\'JI)~l' 

program, lLlk,Jge and pri'Jilte sector Ll'Jolvt!"1C'tll, '.,:ill be 
specifh: ~~L:bjp.cts 101' discU'it;i.'n at t'l" Juint ~;hl'lt('r i!e'/ieIJ planned 
for the Sprin~ of l~Ll. 
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TABLES 

Amidar Rehabilitation 

Allocation Among Assistance Categories 

Residential density of Jewish Families 
Distributed by Nur:~ber. of Pers(,[ls Per 
Room. 

Annual Rate of In~iur3tlon to Israel 

Incomes of Young Cuuple Applicants 

Urban Employee's h0u~0holds and Total 
Family Income 

Affordability of the Mort~age Assistance 
Program Example: Young Couples Category 
for Jerusalem 

Mortgage Afisistance Program: Terms of 
Linked and Unlinked Hortp,ages 
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TABLE I 

AMIDAR - ISRAEL NATIONAL HOUSING CORPORATIQ;1 FOR UnIIGRA."ITS LTD. 

HOUSING GUARANTY - FI~1ANCED RENOVATIUN PROGRAH 
($1. equals 46.0 IL) 

Estimated Total Cost 
RENOVATION ITD1 No.of Unit'i Cost per (OOO's) 

Unit $ ":L 

Exterior renovation 
Plastering, painting 7,176 $1,090 358,800 
stairwells, shutters 
garbage containers. 

Infrastructural 
works and gardening 1,840 $ 430 36,800 
in courtyards {includ-
ing pathways, fences, 
garden impr.) 

Transformation of 2 
apts. in one (for 172 $8,700 69,000 
use by large families) 

Extension of occupied 
dwellings To be defined 133 ,400 

9,366 TOTAL IL 598,0')0 

Total ... "at 
(OOO's) 
$ 

7,800 

800 

1,500 

2,900 

$13,000 
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TABLE II 

Allocation of Housing Guaranty 27l-HG-007 

Among Assistance Categories 
($1.00 equals 46.0 IL) 

It is estimated that the Mortgage Assistance Program will be allocated 
approx::f.mate1y as follows: 

Category Number Ave..r~~_~:!.ort~~ Total 
(DOn's of II.) (nOO's of ~,) (050'5 uf 

Young Couples 300 713. () -lf~~-' 4 , (, r,o 

New Immigrants 11)~ 7il2.0 17.8 1,700 

Large Families 200 621.0 13.5 2,700 

Minorities 100 552.0 12.0 1,200 

Development Areas 100 805.0 17.5 1,750 

800 $12, 000 

TOTAL $12, 000 

$) 



RESIDENTIAL DENSITY OF JE'JISH FA.'1ILIES DISTRIBUTED BY NUMBER OF 

PERSONS PER ROOM FOR SELECTED Y8L~S ~OM 1959 TO 1978 

(Percentages) 

Number of Families NUMBER OF PERSONS PER ROOM 
End of Yeal (Thousands) Less than 1.0- 2.0- 3.0-

1 1.9 2.9 3.9 4.0 E1u. 

1959 449.6 6.1 37.0 34.0 10.7 12.2 

1961 530.9 7.8 46.7 27.7 9.4 8.4 

1963 577 .2 9.3 49.0 25.1 9.2 7.4 

1967* 613.6 14.3 53.9 21.1 6.1 4.1 

1969 640.8 Hi.q 55.4 19.2 5.6 2.9 

1971 683.2 20.0 55.1 17.9 4.6 2.4 

1973 729.9 ?l.fl 57.6 16.0 3.9 1.5 

1975 172.8 24.5 56.7 14.6 3.0 1.2 

1976 795.5 26.1 56.7 13.7 2.8 0.8 

1977 820.1 27.4 56.3 13.4 2.7 0.6 

1978 847.7 29.5 56.3 11.4 2.3 0.5 

~ 
b:I 
t"'" 
t'Ij * As of 1967 Kibbutzim not included. 

SOURCE: Central Bureau of Statistics .... .... .... 
UPDATED: 1980 Budget Book. rage 146. 
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TABLE IV 

ANNUAL RATE OF IMMIGRATION TO ISRAEL 1971 TO 

1979 AND ESTIMATED IMMIGRATION FOR 1980 

YEAR POTENTIAL ACTUAL IMMIGRANTS FROM 
IMMIGRANTS IMMIGRANTS THE U.S.S.R. 

1971 41,930 26,138 12,839 

1972 55,888 43,372 31,652 

1973 54,886 44,954 33,477 

1974 31,979 24,223 16,816 

1975 20,028 13,344 8,531 

1976 19,754 12,016 7,279 

1977 21,429 12,503 8,348 

1978 26,394 16,439 12,192 

1979 37,222 22,158 17,614 

1980 34,000 22,000 N.A. 

SOURCES: 1980 National Budget, The Housing Budget, P. 40 

Estimate by consultants for 1980. 
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TABLE V 

ANNUAL GROSS INCOME OF YOUNG COUPLES 
WHO APPLIED FOR ASSISTANCE PROCPRMI 

(In May 1977 IL) 

SPOINTS
 
POINTS 
 800-990 
 1000-1190 
 1200-1390 
 1400 plus
 

PERCENTILEh 

1 34,800 29,640 23,400 17,7i.O 

2 43,440 37,800 31,200 21,600 

3 50,400 42,300 36,960 26,400 

4 56,160 46,020 42,480 34,3C0 

5 60,960 49,440 46,920 38,0!49 

6 66,720 54,00 51,361 40,30 

7 73,200 57,720 55,5(60 "3,200 

8 84,360 67,440 61,.80 45,600 

9 96,240 79,200 70,320 52,300 

AVERAGE 	 62,920 51,500 46,609 35,600
 

Median Income for May 1977 was estimated at II.71,500 or $5,720 ( 1 IL12.5)
 

SOURCE: 	 Ministry of Construction and Housing, Department of Assistance
 
Programs, May 1977.
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TABLE VI
 

1/
 
URBAN EMPLOYEES' HOUSEHOLDS AND TOTAL FAMILY INCOME
 

(1978)
 

Gross Annual 2/ Percentage of Cumulative Average Number Average Size
Income Group (IL) Households Percent 
 of Earners of Houeholds
 

TOTAL 100.0 
 1.6 3.8
 

Up to 29,999 6.5 
 6.5 1.1, 2.7
 

30,000-39,999 6.4 
 12.9 1.2 3.0
 

40,000-49,999 
 8.4 21.3 
 1.' 3.6
 

50,000-50,999 10.4 
 31.7 1.3 3.9
 

60,000-69,999 10.1 41.8 
 1.4 3.9
 

70,000-79,999 
 9.7 51.5 
 1.5 4.1
 

80,000-89,999 8.7 
 60.2 1.6 
 4.2
 

90,000-99,999 6.4 
 66.6 1.7 
 3.8
 

100,000-124,999 13.0 79.6 
 1.9 4.1
 

125,000-149,999 8.7 
 88.3 2.0 4.0
 

150,000 plus 11.7 
 100.0 2.1 
 4.0
 

I/
 
Annual median income as of May, 1980 is estimated to be IL 280,080 ($6,089).
 

2/
 
Income categories expressed in terms of 1977 prices
 

Sources: Statistical Abstracts of Israel, 1979
 



- 39 -

AFFORDABILITY OF THW, MORTGAGE ASSISTANCE PROGr,!UAi IN 000's IL 

Example: Young Couples Category 

Point Group 0-599 600-799 800-999 1000-1199 1200-1399 140(1 

1. Total Loan 400 500 600 700 825 950 
Unlinked 115 115 155 205 255 325 
Linked 285 385 455 495 520 625 

2. Monthly Repayments 

Total 4110 4055 3930 3845 3705 3460 

Unlinked 2225 1510 1460 1335 1080 1375 
Linked 1885 2545 2420 2510 2623 2085 

3. Affordability - Repayments in the first year. 

As a percentage of the monthly gross income of the household of an urban employee 

a) At the thirtieth percentile equalriL 17,361) 

b) At the median (IL 23,340) 

23.7 23.1 22,6 22.1 21.3 19.9 

17.6 17.4 16.8 16.5 15.9 14.8 

VI 
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AND UNLINKED MORTGAGES
MORTGAGE ASSISTANCE PROGRAM: TERMtS OF LINKED 

Proportion
Rate***
Unl inked
Rate of 


Terms Interest 	 Terms 33-40% 
12 years 19.3 per 

Linked 

Young couples 20 years 5% 

thousand
 

OriginlIly
5.00 per
20 years
23 years
Development* 
0% 

thousand 100%
 
Towns 


Large Families
 
0%
N/A
N/A
20 years
a) To improve Living 	

5% 


conditions. 


/0%**
N/A
0%
275 years
b) 3 plus program 


(over 3 persorn. per
 

20 year available but only
 
or unlinked mortgage
*** Every three 'ears, the aic: 	 ---

for families of 7 or more 
with Snitzer tables. The 


is adjusted upwaardb 'n a~or! members.
 
i rcsrt .,xiisC "' %-

maximum 

It amounts to 25,000-85,000 and 	is conditioned 
on
 

is aviilable. progran for ,Only n, -- at 
.z t towns.s.v ti'ed dcvei

five years residlenc 


w 
'-4 
I-' 

I 



ANNEXES
 

A. Logical Framework
 

B. Statutory Checklist
 

C. Request for Assistance
 

D. Embassy Comments (to be added) 

E. Guaranty Authorization
 

F. Environmental Determination
 

G. Housing Assistance Categories
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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. DC 20523 

THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

ISRAEL 

ANSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A. 	 General Criteria Under HG Statutory Authority. 

Section 221(a)
 
Will the proposed project further one or more of
 
the following policy goals?
 

(1) 	 is intended to increase the availability of
 
domestic financing by demonstrating to
 
local entrepreneurs and institutions that
 
providing low-cost housing is financially
 

Noviable; 

(2) 	 is intended to assist in marshalling resources 
Yesfor low-cost housing; 

(3) 	 supports a pilot project for low-cost shelter, 
or is intended to have a maximum demon
stration impact on local institutions and 
national policy; and/or; No 

(4) 	 is intended to have a long run goal to 
develop domestic construction capabilities 
and stimulate local credit institutions to 
make available domestic capital and other 
management and technological resources re
quired for low-cost shelter programs and 
policies? Yes 

Section 222(a) 
Will the issuance of this guaranty cause the total 
face amount of guaranties issued and outstanding 
at this time to be in excess of $1,555,000,000? No 

Will the guaranty be issued prior to September 30, 
1982? Yes 

Section 222(b)
 
Will the proposed guaranty result in activities
 
which emphasize:
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(1) 	 projects providing improved home sites to 
poor families on which to build shelter and 
related services; or 

(2) 	 projects comprised of expandable core 
shelter units on serviced sites; or 

(3) 	 slum upgrading projects designed to con
serve and improve existing shelter; or 

(4) 	 shelter projects for low-income people de
signed for demonstration or institution 
building; or 

(5) 	 community facilities and services in support 
of projects authorized under this section to 
improve the shelter occupied by the poor? 

Section 222(c)
 
If the project requires the use or conservation of
 
energy, was consideration given to the use of
 
solar energy technologies, where economically or
 
technically feasible? 


Section 223(a)
 
Will the A.I.D. guaranty fee be in an amount
 
authorized by A.I.D. in accordance with its dele
gated powers? 


Section 223(f)
 
Is the maximum rate of interest allowable to the
 
eligible U.S. Investor as prescribed by the Admin
istrator not more than one percent (1%) above the
 
current rate of interest applicable to housing
 
mortgages insured by the Department of Housing
 
and Urban Development? 


Section 223(h)
 
Will the Guaranty Agreement provide that no
 
payment may be made under any guaranty issued
 
for any loss arising out of fraud or misrepre
sentation for which the party seeking payment is
 
responsible? 


Section 223(j)
 

(1) 	 Will the proposed Housing Guaranty be coor
dinated with and complementary to other 
development assistance in the host country 
being furnished under Chapter I of part I of 
the Act? 


(2) 	 Will the proposed Housing Guaranty demon
strate the feasibility of particular kinds of 
housing and other institutional arrange
mont.0 

No
 

No
 

Yes 

No 
No 

N. A. 

Yes 

Yes 

Yes 

N.A.
 

Yes
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(3) Is the project designed and planned by A.I.D. 

so that at least 90 percent of the face value 

of the proposed guaranty will be for housing 
suitable for families below the median 
income, or below the median urban income 
for housing in urban areas, in the host 
country? 

Yes 

(4) Will the issuance of this guaranty cause the 

face value of guaranties issued with respect 
to the host country to exceed $25 million in 
any fiscal year? No 

(5) Will the issuance of this guaranty cause the 

average face value of all housing guaranties 
issued in this fiscal year to exceed $15 
million? No 

B. 

Section 238(c) 
Will the guaranty agreement provide that it will 

cover only lenders who are "eligible investors" 
within the meaning of this section of the statute 
at the time the guaranty is issued? 

Criteria Under General Foreign Assistance Act 

Yes 

Authority. 

Section 620/620A 

(1) Does the host country meet the general 
criteria for country eligibility under the 
Foreign Assistance Act as set forth in the 
country eligibility checklist prepared at the 
beginning of each year? Yes 

(2) Is there any reason to believe that circum
stances have changed in the host c-ountry so 
that it would now be ineligible under the 
country statutory checklist? No 



ANNEX C
 

EMBASSY OF ISRAEL
 

WASHINGTON.D.C.
 

July 	17, 1980
 

Mr. Peter Kim
 
Director, Office of Housing
 
Agency for International Development
 
Room 625 - S.A. 12
 
Department of State
 
Washington, D.C. 20523
 

Dear 	Mr. Kimm,
 

On behalf of the Government of Israel, I am pleased to submit to you
 
a formal request that the Agency for International Development guarantee
 
a new loan of $25,000,000.00 to be used to finance public housing programs
 
for low income families in Israel.
 

A preliminary projection for the uses of the funds is as follows:
 

Mortage Loans 	 $ 12,000,000.00
 

Rental Units 	 13,000,000.00
 

The Government or Israel is appreciative of the assistance rendered
 
by A.I.D. in previous Housing Guaranty Projects and I look forward to working
 
with you and with the Agency once again on this matter of great importance
 
to us.
 

Sincerely yours,
 

Dan Halperi
 
Economic Minister
 

cc: 	 Mr. C. Richard Zenger
 
Regional Housing and Urban
 

Development Officer
 
USAID/Tunisia
 
c/o American Embassy
 
Tunis, Tunisia
 

http:13,000,000.00
http:12,000,000.00
http:25,000,000.00


UNITED STATPE INTERNATIONAL DEVELOPMENT COOPERATION AGENC'.NVC E 
AGENCY FOR INTERNATIO',AL DEVELOPMENT 

WASHING Ot D C 20523 

ASSISTANT 
ADMINISTRATOR 

DRAF 
GUARANTY AUTHORIZATION 

PROJECT 271-HG-007 

Provided From: Housing Guaranty Authority 

For : State of Israel 

Pursuant to the authority vested in the Assistant Administrator, Bureau for the Near Eastby the Foreign Acsistance Act of 1961, as amended (FAA), and the delegation of authority
issued thereunder, I hereby authorize the issuance of guaranties pursuant to Section 222 ofthe 	 FAA of not to exceed twenty-five million dollars ($25,000,000) in face amount,
assuring Pgainst losses (of not to exceed one 	 hundred percent (100%) of loan investmentand 	interest) with resoect to loans by eligi'le U.S. investors ("Lnvestor") acceptable toA.I.D. made to provide mortgage financing for below median income families and to
finance renovation/expansion of rental units fcr low income families. 

This guaranty shall be subject to the following terms and conditions: 

I. 	Term of Guaranty: The loan shall extend for a period of up to thirty years (30)
from the date of disbursement and may include a grace period of up to ten years(10) on repayment of principal. The guaranty of the loan shall extend for a period
beginning with the first disbursement of the loin and shall continue until such 
time as the Investor has been paid in full pursuant to the terms of the loans. 

2. 	 Interest Rate: The rate of interest payable to the Investor pursuant to the loan
shall not exceed the allowable rate of interest prescribed pursuant to Section
223(f) of the FAA and shall be consistent with rates of interest generally
available for similar types of loans made in the long term United States capital
markets. 

3. 	 Government of Israel Guaranty: The Government of Israel shqll provide for a 
full faith and credit guaranty to indemnify A.I.D. against all losses arising byvirtue of A.I.D.'s guaranty to the Investor or from non-payment of the gmaranty
fee. 

4. 	 Fee: The fee of the United States shall be payable in dollars and shall be one
hag percent (1/2%) per annum of the outstanding guarantied amount oi the loans
plus a fixed amount of one percent of the loan (1%) to be paid as A.I.D. may
determine upon disbursement of the loan. 
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. Other Terms and Conditions: 

(a) None of these guarantied funds shall be used to finance housing located
outside the territory subject to the administration of Israel prior to June 
1967. 

(b) The guaranty shall be subject to such other terms and conditions as A.J.D. 
may deem necesary. 

Alfred D. White
 
Acting Assistant Administrator
 

Bureau for Nqar East
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UNITED STATES GOVERNMENT
 

Memorandum
 
TO 1Mr. Peter M. Kimn, Director, DATE: 

DS/H1, AI/W 

FROM : Steven F. Lintner, NE/PD/PDS, .j/. , 

Bureau Environmental Coordinator, AID/W 

SUBJECT: Israel - Housing Guaranty Project: 271-HG-007 

Environmental Clearance 

I have reviewed the environxienta. do-ien.atict, for the ub je-t 
project and recommend that it be given a .. 'termination 
in accordance vrith the requireoments cf 22 CiR 21.,. 

cc: Rr. R. Fcdel, I./PD/SIJL 

Mr. J. Mallen, GC/1;E 
.1r. M. Kitay, GC/H 
Ms. L. Denison, Fu',,TDO/Tunlis 

i-:
By U.S. Savings Bonds Repilanly on the Payroll Savings Plan 
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HOUSING ASSISTANCE CATEGORIES
 

a. Young Couples
 

This category includes all couples married after October 1, 1970,
 
who have never owned an apartment or house.
 

This has become the most important single aspect of the
 
mortgage assistance program as GOI policy now recognizes that all
 
newly formed families should, as soon as possible, be able to
 
establish their own households. In 1973, approximately 75 percent of
 
all young couples interested in home ownership will require GOI
 
assistance with mortgage financing.
 

b. New Immigrants
 

Since Israel has assumed the responsibility of providing adequate
 
shelter for all new immigrants, each immigrant is eligible for
 
governmant assistance in buying or renting a home to meet the requirements
 
of his family. Immigration in Israel is estimated at 22,000 for 1930.
 
Similar figures hold for 1979. Immigrants represent a serious, and at
 
the same time, unstable aspect of planning for Israeli housing and
 
finance institutions. Net immigration has remained high, particularly
 
from the U.S.S.R. The GOl anticipates increasing numbers of immigrants
 
through 1980 and decreasing numbers of emigrants from Israel. Table
 
IV gives the figures for 1971-1930.
 

c. Families Living in Overcrowded Conditions
 

This program is focused on the special needs of families suffering
 
from severe overcrowding. Three or more persons per room is the
 
present criteria for eligibility in the program. Since over
crowding is usually the result of a lower level of family income and
 
urban slum conditions, this program benefits those families whose
 
marginal resources would otherwise make it impossible for them to
 
become homeowners. To a large extent, the slum areas of urban centers
 
are a result of continuous occupation of deteriorating temporary
 
structures built to accomodate the flood of immigrants that followed
 
World War II. In 1978, over 23,000 families had residential densities
 
higher than three persons per room (See Table III).
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d. Minorities
 

The Arabs constitute approximately 66 percent of Israel.s
 

minority groups of which some 75 percent are Moslems, 17
 

percent Christians, 8 percent Druzes and others. At the beginning
 

of 1975, minorities in Israel numbered 519,000, not including
 

the population of the administered areas. Almost half live
 

in about a hundred villages and two-fifths ia the towns (including
 

82,000 in Jerusalem), the rest, about 44,000, are semi-nomadic
 

Bedouin.
 

Programs for minorities as described on page have
 

been designed to meet special needs. Minorities may also
 

participate in any of the above categories of assistance. Much of the
 

self-help housing is funded under the program for rural areas
 

and many large families benefit under the Large Families assistance
 

category designed to reduce overcrowding.
 

Under the Young Couples category, the mortgages made available
 

to those who had not served in the military were limited to a maximum
 

of IL 250,000 for a couple, IL 300,000 for a couple with two children.
 

During 1979, the 1MOCH consulted with their legal advisor and agreed
 

that the financing available for non-veterans would be raised to
 

70% of the amounts offered to those who had served, increasing the limit
 

to a maximum of IL 665,000 (for a family with 1400 points buying a house
 

in Jerusalem). The primary pressure for this policy decision
 

came from those religious Jews who do not serve due to 
reasons
 

of conscience. The GOI justified the former differential based on the
 

earnings lost to the veteran during his or her three years of service.
 
felt that this economic
The adjustment was made upwards because it was 


calculation did not sufficiently take into account the need of families
 

who often are very large and sould qualify for a large mortgage
 

based on all the other factors selected as important for the point
 

system (income, number of children, current living conditions, etc).
 

e.Settlers in Rural and Development Areas
 

This program is directly related to the GOI policy of population
 

dispersion. The GOI is firm in its belief that a highly urbanized
 

metropolitan area will be more costly to the government than an urban
 

pattern based upon a more reasonable distribution of the population.
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The GOI also maintains, for political and social reasons, the policy
 
of growth in outlying and less developed parts of the country.
 

Development towns are divided into categories based on
 
the quality of the living environment and financing available
 
is varied with the attractiveness of the settlement and the employment
 
opportunities that it offers. More isolated areas or those with
 
more difficult living conditions receive higher financing for housing
 
and unlinked mortgages as a means to attract new settlers. In addition,
 
participants in this program are eligible for a giant of IL 65,000
 
(the only outright grant)offered by the GOI if they remain in
 
their home for a minimum of five years.
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UNITED STATES GOVERNMENT 

Memorandum
 
TO A-AA/NE, AlfJ ed D. White DATE: July 28, 1980
 

FROM Project Review Committee 

S!JECT: Israel HG 007 Project Paper Issues 

The Project Review Committee meet on July 23, 1980 and discussed the
 
following issues:
 

ISSUE 1 

It was questioned whether tho target income group (below median income)
 
could afford the .:olutions being offered under the program.
 

The average mortgaga to be financed under this program will be IL 69k ,000
 
or $15,000. Various forms of government subsidies will make it possible
 
for low inc.u-e households to afford the houses. A family qualifying for
 
maximum mortgag9 may receive grant assistance for the downpayment which
 
ranges up to the entire cash amount required. In addition, interest
 
subsidies reduce monthly payments to an affordable level. Table VII of
 
the PP illustrates payments required under the Young Couples Program
 
showing that households assisted pay from 15 - 24% of their income for
 
housing with the neediest houneholds paying the smallest proportion of
 
their inccmes.
 

While we recognize that this entails a good deal of subsidization, the
 
COI is attempting to cut back on tho amount of subsidy by introducing
 
mortgages linked to the consumer p-ice index. Nevertheless, political
 
and social considerations in Israel make drastic cuts in subsidies
 
difficult.
 

RECOMII!WNDATION 

Accept sales prices and sales terms proposed in the PP as affordable to
 
the below median income target group.
 

ISSUE 2
 

The PRC was concerned about the hi4h cost of housing units which would
 
benefit from the Housing Guaranty Financing. 

In response to a NIAC 1ID !eview recommendation, IHUOf/Tunis discussed 
with the GOI an &propriate mechanism to aisure that q-, financing would 
assist the neediest families. The C01 was reluctant to apply unit cost 

Ilkr
 

Buy U.S. Sarings Bondi Rcguiarl) cn the Pa),rofl Savings Plan 
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limits other than the ones generally in effect for their overall assistance
 
program (PP page 14) arguing that cost limits would complicate administration.
 
Nevertheless, it was agreed that HG financing would go only to families with
 
more than 800 points on the GOI need scale of 1,400, thus assuring HG assist
ance to the neediest families.
 

The Office of Housing, as of this writinq has been unsuccessful in reaching
 
GOI officials to discuss the issue again. JIUDO/Tunis believes it may be
 
worth another try to persuade the GOI to accept the IL 1,200,000 (U.S. $26,100)
 
as the maximum cost of units to be financed. (Already applied in all areas
 
of Israel except Jerusalem as the cost limit for the HG 007 program.)
 

RECOMMENDATION
 

Prior to negotiation of the Implementation Agreement RHUDO/Tunis will make a
 
final effort to reach agreement with GOI on a unit price limit of IL 1,200,000.
 

Other Points of Discussion
 

1. 	 The costs of AMIDAR rental unit expansions are noted as "to be defined"
 
in Table I of the PP since cost estimates recently submitted by AMIDAR,
 
the GOI implementing agency, differ substantially from those in a
 
consultant report prepared for the Office of Housing. The Office of
 
Housing has consulted the GOI on this issue and they have confirmed
 
their intentions to hold unit costs to those previosuly agreed to with
 
the consultant, but updated for inflation. Expansion will, therefore,
 
be estimated at average costs of $30 per square foot an,] $6,000 per
 
unit. Unit costs of the expansion program and total number of
 
expansions will bce defined prior to sijning the Implementation Agreement
 
for the project.
 

2. 	 In relation to herefit:i for the Arab minority, the LJULstior1 was raised 
whether 	 providing a.sitance in Iro:ortion to their reorcsentation in 

,Israel (15%) was acceptable since more than 151 of th ,rab population 
is probably helc,4 median incoe. Tho i!ue tion of po;i:;blc i;ctimina
tion in the pr:tr.-m ,:E explorel at tho '1';A_' ;TD P.evi(e'i wlcr it was 
noted that in additicn to the -. ;-,'tarjce )ro(jram, I. al3o-ijage rael 
operates a speci.il block ,jL-ant 1,rrqr-m for ;elf help con truction by 
Arabs. Furthermore, rJD&/Thnis i not swar, of .;i-un. statistical 
information on Arab minority incomes which would jive us a Lhisis for 
argument to change the ratio proposed for this HG assistance. PHUDO/ 
Tunis will consider examining the treatment of minorities generally
 
during program evaluation.
 

http:speci.il
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3. 	 The inflation rate which has been escalting constantly and rapidly
 
has made it difficult to achieve data consistency between such things
 
as prices of housing and income statistics. The PP figures are for
 
May 1980 and represent DS/H consultants' estimates of relationships
 
at that tine having applied standard indicators such as cost of
 
living index to adjust most recent price and inccme statistics.
 

PRC Members: 	NE/TECH:RMitchell (substance)
 
NE/JLS:RMischeloff (substance)
 
NE/PD:Dmackell (substance)
 
NE/DP:SChernenkoff (substance)
 

Drafted:DS/H:HSchu-htim:SFBG:7/28/80
 


