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and quasi-fiscal charges imposed by the Israel Land Authority (an array of leasing fees and charges based on land use,
development rights and type of tenancy). During the past years, urban renewal policies in Israel have internalized the
need for fiscal incentives in the context of existing real estate taxes. Thus, programs such as the ‘Raze-and-Rebuild’
housing and neighborhood renewal initiatives, and local projects under the National Master Plan 38 - aimed to bring
old buildings to comply with current earthquake-proofing standards - grant private developers substantial economic
incentives (the right to add additional units) and fiscal reliefs (exemption from capital gains tax, purchase tax, VAT,
Betterment levy, lower municipal taxes, and exemption from ILA leasing fees). By increasing the urban housing stock,
a proportionate reduction of pressure on open lands can be expected.

Land in the rural sector is mostly public land and as such, the conditions for open space conservation are largely
determined by governmental policies and ILA regulation. At present, development threats are constrained by expansion
limits set by the National Master Plan 35, and its support for a viable rural sector and sustainable open spaces. Unlike
the urban renewal policy, the present rural land policy has not use fiscal tools to reinforce its objectives. Actual taxation
- national, local, and ILA’s quasi taxation -does not seem to have any significant effect on the protection of open
spaces in agricultural communities.

The lack of a direct instrument for fiscal protection of open spaces in Israel entices the researcher to advance a
possible solution. However, given the dominant neoliberal zeitgeist and the “no new taxes” political rhetoric, it will be
naive — as well as futile - to do so. It may be more realistic to suggest the strengthening of existing fiscal instruments,
an alternative that requires modest legal and administrative changes. In this context, we propose, to expand the scope
of two present fiscal tools at the local level:

Differential betterment levy. The present betterment levy charges a single rate (50 percent) on the assessed increase
in value resulting from the rezoning of land and on planning permit applications. The present proposal sustains the
existing levy but modifies it by taking into account the location of the new development. It gradually increases the rate
of the levy as a function of the distance from the existing city built-edge, penalizing dispersed expansion patterns, with
leapfrog development.

Degraded lands tax. The proposed tax “piggybacks” on the existing municipal property tax (Arnona) and its
administrative implementation. It acts as a negative incentive to restore degraded open spaces to their natural state
(ecological rehabilitation), as much as possible. The charge is proportional to the extent of ecological degradation and
the time-rate at which the site is restored to its original condition.
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FISCAL POLICY INSTRUMENTS FOR THE CONSERVATION OF OPEN SPACES IN ISRAEL
NAHUM BEN-ELIA
ABSTRACT

The present study explores the potential role that fiscal instruments (taxes, levies, charges) can play in the conservation
of open spaces in Israel. Demographic growth and economic development trends have sustained an ongoing
demand for land while encouraging urban growth and scattered suburban development. Financial interests and pro-
development public-private coalitions have energized these trends. As a result, open spaces suffer relentless threats
and their conservation poses the need for more robust policy instruments - here fiscal tools.

The potential use of fiscal instruments for land conservation in Israel has been considered in the past, but marginally.
The present study is the first attempt to present a more comprehensive view of fiscal instruments, in the context of
international practices and local land policies. Beyond its analytical contribution, it aims to expand the professional
discourse, based thus far on planning tenets, by introducing a complementary perspective.

The relative disregard for a fiscal approach to the issue of open space conservation is related to the dominant status
of planning regulation, as well as the public control of public land. Land-use in Israel has been historically regulated by
a hierarchical planning system of binding national, district and local plans with correlated organizational frameworks
that oversee planning decisions. Open spaces were granted various degrees of protection, mainly as preservation
of agricultural land subject of statutory safeguards, and later as spaces of intrinsic environmental and social value.
Growing pressures for land development and the political creation of quasi-planning mechanisms geared to “streamline”
decision-making procedures weaken the planning system’s capabilities to uphold the conservation of open spaces.
The changing nature of the national land policy and management is a compounding issue. Although the vast majority
of the national space is public land, allocated by the State by means of leasing rights, an unfolding privatization
is transforming land: from a collective good to a market commodity. The preeminence of economic considerations
(revenues, price, transaction-costs) color land-related decisions while opening options for fiscal mechanisms.

As financial surcharges, taxes impinge upon the cost of a given decision and affect its economic feasibility. By means
of increased costs or reliefs, they become behavioral regulators and have a potential to encourage desired outcomes.
(In the Israeli context, though, this is an asymmetrical mechanism since it cannot influence development decisions
initiated by governmental agencies: the State does not tax itself).

The review of theoretical approaches and international practice, conducted at the first stage of this study, uncovered
two major patterns of fiscal protection of open spaces:

Direct fiscal protection, based on taxes whose specific objective is the conservation of open spaces : earmarked taxes,
such as the French Taxe départementale des espaces naturels sensible); fund allocations for the same purpose based
on non-earmarked taxes (e.g. State and local dedicated funds from income or property taxes in the US); preferential
property tax treatment for open lands, Conservation Easements (various forms of relief of capital gains) — mainly in US
and Canada; and mitigation fees, as in-lieu fees or quasi-fees (purchase of credits).

Indirect fiscal protection, based on tax incentives that may lessen the development pressures on open spaces by
encouraging urban intensification (e.g, the Versement pour sous-densité in France, or the Split-rate property tax in
the US); urban revitalization (e.g., the Brownfields Tax Incentive in the US); or the preservation of agricultural land, by
ensuring its economic sustainability (multiple forms of tax credits and reliefs in OECD countries).

A review of the Israel tax system reveals the existence of fiscal tools that may indirectly contribute to the protection of
open spaces, but not a single fiscal tool specifically designed for direct protection.! These include national real estate
taxes (property tax, capital gains tax); the Betterment levy, a tax imposed by the local government based on the rise in
property value as a result of zoning decisions or increased building rights granted by the local planning commission;

1. The Israel Land Authority’s ‘Open Spaces Protection Fund’ is the only specific tool in Israel for this purpose but it is a budgetary allocation (1% of
the ILA’'s annual revenue) and not a fiscal device.
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