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Abstract 

A residence can be conceptualized as a composite commodity, comprising two main 

components: Land and structure. While the structure includes all the physical and building 

characteristics of a given residence, the land component represents the attractiveness of its 

specific location site. As such, the value attributed to the land expresses the economic value 

of the residence's location, regardless the type structure built on it. The traditional approach 

to assess land value assumes that this value is the difference between the market price of 

the residence and its construction cost. Although this method is accurate for specific real 

estate properties, it cannot be used for large scale regional assessment. Even if market 

prices are available, construction costs are difficult to calculate given the great variation of 

built structures even in small geographical areas. This paper focus on built land values in 

Israeli urban areas, both at the local and the interurban levels, using an alternative 

approach. Residential built land values are assessed exploiting a hedonic model based on 

residential real estate transactions. The calculation is performed at two different time 

periods, shedding light on the dynamics of the gap between central urban areas and the 

geographical periphery in Israel over time using built land value as an objective variable. 
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1. Introduction 

Agglomeration economies are among the most basic processes that justify the existence of 

cities (Rosenthal & Strange 2004). The appealing of a certain place in the eyes of people or 

firms looking for a location depends to a large extent, on the type and intensity of the 

activities already performed there. Land values are supposed to reflect this appealing, and, 

therefore, they are expected to be higher in places in which certain activities are 

concentrated (as urban areas) than in places in which the same activities are sparse (as 

rural areas). High land values disparate in turn a positive feedback mechanism through local 

specialization: Activities that benefit from mutual proximity compete with those that have less 

to gain from it, willing (and being able) to pay a higher location rent. In addition, the 

increasing spatial specialization leads to a concentration of services and transport, which in 

turn causes more differences in land values among agglomeration spots and other places. 

Therefore, land values reflect the quality of the environment of a certain location (de Groot et 

al 2015). This research focuses on residential areas, as opposed to commercial or industrial 

areas. Since in residential areas, the dominant land use is for dwelling purposes, the land 

value in these areas reflects the quality of the location regarding housing preferences, as the 

local amenities, the accessibility of the area, job opportunities located nearby, etc. 

Since the seminal contribution of Rosen (1974), the hedonic price method was used 

intensively, assessing the valuation of specific aspects of locations in the realm of residential 

and real estate assessment. For example, distance from desirable amenities as coasts, 

parks and open spaces in general (Richardson et al 1990, Lutzenhiser & Netusil 2001, Smith 

et al 2002, Walsh 2007, Conway et al 2010, Gibbons et al 2014), distance from the CBD (Li 

& Brown 1980, Heikkila et al 1989, Richardson et al 1990, Chen & Hao 2008), accessibility 

to labor markets (Osland  & Thorsen 2008), and other neighborhood characteristics as local 

air quality (Chay & Greenstone 2005), or education levels (Dubin & Goodman 1982, Gibbons 

& Machin 2003). In contrast to these individual characteristic assessments, land value 

expresses, in a single figure, a comprehensive measure of the qualities of a location, 

including all its observed and unobserved characteristics, through the willingness to pay of 

dwellers for living in that specific location. Therefore, information on the variation of land 

values in space is important in order to assess the overall locational qualities of different 

geographical places. Surprisingly, there is little information about land values, since most of 

the available property transactions are real estate sales, not vacant land. Although there are 

analysis of land values based on vacant land (Colwell & Munneke 2009, Lavee 2015), these 

are scarce. On one hand, data on land transactions is less easily available than on real 

estate transactions (Kok et al 2011). On the other, since urban areas and the most 

demanded places are, in general, already developed, when this type of data is available, it 

refers to a less valuable location. The main problem with land value in urban and highly 

demanded areas is that it cannot be directly assessed even if data about real estate 

transactions is available. Obviously, the land value is an important component in the housing 

price, but in order to evaluate it, indirect methods are necessary. A residence can be 

conceptualized as a composite commodity, comprising two main components: The plot of 

land in which it is located and its physical structure (Davis & Heathcote 2007). The concept 

of physical structure includes any housing characteristic that can be reproduced in any other 

place, as, for example, the footage, the number of rooms, the existing facilities, the building 

quality, etc. The challenge is, given data about real estate transactions and housing 

characteristics, how to assess the subjacent land value. 
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Land valuation is part of the daily tasks of real estate appraisals (Pagourtzi et al 2003). 

However, this task is performed regarding a specific property, with full data about its physical 

characteristics, its location, and auxiliary data about the local real estate market (Eurostat-

OECD 2015). This traditional approach to assess the land value of a specific real estate 

property assumes that it can be calculated from the difference between the market price of 

the property and its construction costs (Eurostat-OECD 2015). Therefore, this method is 

useful for specific real estate properties, when both the market price of the entire structure 

(which can be a single house or an apartment building) and its construction cost are known 

and accurate. However, it cannot be used for large scale regional assessment. This is 

because sometimes only the market price of part of the structure is available (for example, a 

single apartment within a building). Even if market prices are available, construction costs 

are difficult to calculate given the great variation of built structure types, even in small 

geographical areas, as detached and semi-detached houses, row houses and different types 

of low- and high-rise buildings. It turns out that an accurate measurement of land value at a 

small regional scale based on real estate transactions is possible, but only under very 

particular conditions and data availability. A more general method to assess the land value 

requires a compromise between the data available and the value being measured: Instead of 

the “land value”, the general method allows for the assessment of the “built land value” 

(BLV). In other words, instead of assessing the square meter price in an imaginary vacant 

plot, the method calculates the square meter price of land, built with the average building 

quality in the area, in the same imaginary plot of land. 

In itself, the BLV can depict the variability of the locational appealing of locations over space. 

When calculated at a fine-grain resolution is a valuable assessing tool for both interurban 

variability (for example, among neighborhoods of the same city) and regional, large scale 

analysis. In Israel, the discourse about geographical cores and peripheries is, to a large 

extent, mediated by residential related issues, as the perceived migration pressure into its 

urban cores, and the rising dwelling prices within them (Krakover 1999, Lipshitz 1997, 

Frenkel et al 2013, Ben-Shahar et al 2018). This research suggests that BLVs are a reliable 

measure for the analysis of the geographical structure of the location appraisals in Israeli 

urban areas and, in particular, the gap between urban cores and more peripheral urban 

zones. Splitting the relatively abundant data about real estate transactions in Israel in two 

different periods, allows for the analysis of the dynamics between the center and the 

periphery, through the relative changes of BLVs in time and space. The remainder of the 

paper is organized as follows: The following section presents a description of the empirical 

models employed. Then the data are presented, followed by a discussion of the empirical 

results. The final section summarizes the findings and offers conclusions. 
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2. Research methods 

The calculation method is based on de Groot et al, 2010. The method assumes the 

availability of a dataset of M real estate transactions of detached houses (not apartments, 

with will be dealt with later) for a certain period and a certain (small) geographical area. The 

dataset includes data about the property price 
j

P  (where1 j M≤ ≤  ), the  lot size in which 

the detached house is built, 
i

S  and N housing characteristics 
ji

x  (where 1 i N≤ ≤ ). Among 

the housing characteristics, the basic data generally included is the dwelling size of the 

house, the number of rooms, the construction date or house age, and probably additional 

details. In that case the following semi log regression model can be estimated: 

0 1 1
ln( ) ln( ) ...

N N
P a b S b x b x ε= + ⋅ + ⋅ + + ⋅ +    (1) 

Following equation (1) and solving the regression model, the rate of change of the natural 

logarithm of the property price when the natural logarithm of the lot size varies infinitesimally 

is given by the following derivative: 

( )
( )

1ln( )

ln( ) 1
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= = ⋅

∂ ⋅∂ ∂
   (2) 

But, on the other hand, following (1):  

0

ln( )

ln( )

P
b

S

∂
=

∂
   (3) 

And therefore, from (2) and (3): 

0
b PL

S S

⋅∂
=

∂
   (4) 

Since L S∂ ∂  represents the marginal value of an additional square meter of lot size on the 

overall property price, the term ( )0
b P S⋅   represents the value of a square meter of land in 

that specific period, for the small geographical area (for a proper identification, it is important 

to allow the 
0

b  's to vary over small geographical units.). Therefore, in this case, the land 

value (LV) is 

0
b P

LV
S

⋅
=    (5) 

The LV calculated by the method under the described circumstances (only detached houses 

included in the dataset with reliable data about their lot size), is the price that an average 

and hypothetical dweller is willing to pay in that area and that period for an additional square 

meter of lot size, in the margin. 

However, a first challenge is that real estate datasets of detached houses generally include 

the dwelling area of the house, but not always the lot size. The second challenge is that 

most datasets are composed not only by detached houses, but also by apartments, which 

presents particular problems when the value of the land on which they are built needs to be 

assessed. 
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The first challenge can be solved easily if a compromise with the definition of “land value” is 

accepted. If  
i

S  is now the dwelling size instead of the lot size, equations 1 to 5 still hold, but 

the result is not the “land value” (LV) anymore, but the “built land value” (BLV) instead. This 

means that, the BLV is the price that an average and hypothetical dweller is willing to pay in 

that area and that period for an additional square meter of built house (instead of an 

additional square meter of undeveloped lot size as previously), in the margin. 

The second challenge, that relates to the treatment of apartments instead of detached 

houses, is subtler. Regarding data availability, datasets which include apartments, do not 

report their lot size since departments do not have such a characteristic: The lot size is a 

characteristic of the building itself, not of its individual apartments. Therefore, calculation of 

LV is not possible, and only the BLV (built land value) remains as an alternative. But this 

concept raises the question about what the building cost of an additional square meter in the 

case of an apartment is. In the case of a detached house, the building costs can be 

assumed to be constant in a small area, and therefore the concept makes sense. In the case 

of an apartment, the building cost of an additional square meter in a high floor is significantly 

higher than on a low floor, in the same building (Picken & Ilozor 2003, Ahlfeldt & McMillen 

2017). However, the willingness to pay for high floors includes also a positive floor-level 

premium (Borukhov et al 1978, Baranzini & Ramirez 2005, Wong et al 2011). Therefore, in 

order to be able to work consistently with apartments, an additional assumption is needed: 

That the floor-level additional building cost and its premium willingness to pay are equal. 

With this assumption, it can be stated that the BLV of a low and a high apartment in the 

same building will be constant, or, stated in a different way, an apartment is always treated 

as if it is on the ground floor. This assumption has the potential to introduce inaccuracies, but 

it helps to circumvent the problem, allowing the introduction of apartment transactions, 

which, in many cases, represent the vast majority of the real estate transactions. To 

summarize, in the general case, using a real estate transaction dataset that includes both 

detached houses and apartments, with data about dwelling areas, the BLV can be 

calculated. 

The geographical aggregation is performed at two levels: The detailed cadaster block 

boundaries, and the much coarse municipal boundary level. Once the aggregation is 

performed, individual regressions are performed for each unit (block or city). Only the units in 

which the 
0

b  regressor is positive and significant are considered in the analysis. 
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3. Data description 

The transaction dataset includes all real estate transactions performed in Israel during the 

period 1998 – 2017, as recorded by the Israeli Tax Authority. Each transaction includes the 

property price (in New Israeli Shekel), the dwelling size, number of rooms, the property age, 

and a few additional details as the floor number (if the property was not a detached house), 

etc. In addition, each transaction can be localized by its cadaster system characteristics, 

which are its block number (generally smaller than a statistical area) and its parcel number. 

These features allowed us to geo-reference the transactions in the map and to perform areal 

aggregations of the observations. 

The original dataset included 1,458,329 transactions. After cleanup of outliers, records with 

missing data, and records that could not be geo-referenced due to incorrect block numbers, 

the dataset was reduced to 996,576 transactions. Of these, 890,328 are transactions of 

apartments, and only 106,248 are transactions of detached houses. The following table 

includes the descriptive statistics of the final dataset: 

Table 1: Descriptive statistics of the transaction’s dataset 

 Dwelling type Mean Std. Dev. Min. Max. 

Price (NIS) All 1,573,938 1,209,864 50,000 15,985,844 

Price (NIS) Houses 2,163,136 1,672,546 50,000 15,738,424 

Price (NIS) Apartments 1,503,625 1,121,717 50,000 15,985,844 

Dwelling size (sq. Meters) All 94.19 40.10 30.00 500.00 

Dwelling size (sq. Meters) Houses 148.97 61.38 30.00 500.00 

Dwelling size (sq. Meters) Apartments 87.65 30.81 30.00 500.00 

Property age (years) All 20.81 21.74 0.00 100.00 

Property age (years) Houses 19.88 24.09 0.00 100.00 

Property age (years) Apartments 20.93 21.43 0.00 100.00 

Number of rooms All 3.81 1.11 1.00 10.00 

Number of rooms Houses 4.97 1.33 1.00 10.00 

Number of rooms Apartments 3.68 0.99 1.00 10.00 

Floor All 2.86 3.33 0.00 60.00 

Floor Houses 0.00 0.00 0.00 0.00 

Floor Apartments 3.20 3.36 0.00 60.00 

Floors in the building All 5.80 5.46 0.00 99.00 

Floors in the building Houses 0.00 0.00 0.00 0.00 

Floors in the building Apartments 6.49 5.38 1.00 99.00 
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4. Results 

Tel-Aviv, locatedonn the Israeli 

Mediterranean shore, is the second 

biggest city in Israel, after its capital, 

Jerusalem1. However, the whole 

metropolitan area of Tel Aviv hosts 

around 44% of the Israeli 

population2 and is considered the 

most dynamic region in the country 

both socially and economically 

(Alfasi & Fenster 2005). Figure 1 

shows the location of the Israeli 

main cities (Tel Aviv, Jerusalem and 

Haifa) and additional smaller cities. 

As stated previously, this is the 

reason why the Tel Aviv 

metropolitan area is considered the 

core area of the country. Measuring 

BLVs depending on the distance 

from Tel Aviv means that the 

relative geographical location of 

other big cities, as Haifa, 

Jerusalem, and probably others, will 

interfere with the downward trends 

expected. Indeed, the results 

demonstrate that, in general, BLV’s 

decrease consistently with 

increasing distance from Tel Aviv, 

but the influence of other urban 

cores is clearly discernible. 

 
Figure 1: Map of Israel with its principal cities 

 

Transactions of detached houses only in a single period by blocks 

The 106,248 transactions of detached houses during the period 1998-2017 were aggregated 

by blocks. For each block the regression described in equation (1) was estimated. 
0

b  

resulted positive and significant only in 689 blocks, which contained only 52,444 transactions 

                                                           
1 According to the Israeli Central Bureau of Statistics, in 2016 the population in Jerusalem was around 882,000 

inhabitants, compared with 439,000 in Tel Aviv. Haifa, the third largest city hosted in 2016 280,000 

inhabitants, followed by Beer Sheva, with around 206,000 inhabitants. 
2 The same document from the Israeli Central Bureau of Statistics reports that in 2016 the total Israeli 

population was around 8,560,000 inhabitants. A Tel Aviv municipality report from 2017 (“Strategic plan update 

to the city of Tel Aviv – Tel Aviv in the metropolis and the country” in Hebrew), states that the Tel Aviv 

metropolitan area hosted in 2016 around 3,785,000 inhabitants. 
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(roughly 49% of the detached houses transactions). Table 2 shows the descriptive statistics 

of the results. 

Table 2: Descriptive statistics of 689 regression results: Aggregation of detached house transactions in 

blocks (period 1998-2017) 

 Mean Std. Dev. Min. Max. 

Number of transactions per block 87 71 30 499 

Calculated BLV (NIS) 10,406 5,916 852 48,898 

Distance from Tel Aviv (km) 46 37 1 283 

 

Transactions of detached houses are relatively scarce, compared with transactions of 

apartments, and, since these are not abundant in city centers, their geographical distribution 

is troublesome, as Figure 2 shows. The map reflects the relative abundance (and high 

prices) of detached homes in residential and former agricultural settlements located at the 

north and northeast of Tel Aviv. 

 
Figure 2: BLV by blocks based on detached house transactions only during the period 1998-2017 
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However, despite the geographical limitations imposed by the transaction choice, the results 

are according the expectations (i.e., decreasing BLV with increasing distance from Tel Aviv), 

as shown in Figure 3. 

 
Figure 3: BLV by blocks based on detached house transactions only during the period 1998-2017 as a 

function of the distance from Tel Aviv 

 

All transactions at a single time period by blocks 

Database containing all the transactions (detached houses and apartments) is larger 

(996,576 observations) and more diverse. Again, all the transactions were aggregated by 

block, and the regression, defined by equation (1) was estimated for each one of them. 

The relevant blocks, in which 
0

b  results positive and significant were 2,444, comprising 

837,339 transactions, roughly 84% of the total. Table 3 describes the descriptive statistics. 

Table 3: Descriptive statistics of 2,444 regression results: Aggregation of all transactions in blocks 

(period 1998-2017) 

 Mean Std. Dev. Min. Max. 

Number of transactions per block 342 412 30 4,732 

Calculated BLV (NIS) 13,965 9,105 372 70,927 

Distance from Tel Aviv (km) 51 45 0.028 283 

 

When all transactions are considered, the significant blocks are more evenly distributed 

among urban areas, both in the city cores and their outskirts, as shown in Figure 4 (only the 

central part of the country is shown, as illustration – there are more blocks belonging to 

southern and northern locations which are not shown in the map). 
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Figure 4: BLV by blocks based on all transactions during period 1998-2017 

 

When the resulting BLV by block is depicted as a function of the distance from Tel Aviv 

(Figure 5) a complex pattern emerges, that highlights the advantages and disadvantages of 

geographical aggregation of small units as blocks. On one hand, a detailed account of the 

BLV variability within urban areas and among them, showing local differences and contrasts. 

On the other, the same variability at very short distances has the potential to obscure the big 

picture. This potential is not realized in the case of the aggregation of transactions by blocks 

since the general trend is clear, but it makes the interpretation of the results more difficult. 
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Figure 5: BLV by blocks based on all transactions during period 1998-2017 as function of the distance 

from Tel Aviv 

 

In Figure 5, the conglomeration of dots near the vertical axes represents the blocks located 

in Tel Aviv and its immediate neighborhoods. The sparse dots located above BLV of 20,000 

NIS at a distance of above 25 km represent the blocks in Netanya, located in the north of Tel 

Aviv. The vertical cloud of dots located at a distance of 50 km represents the BLV of blocks 

located in Jerusalem, while the lower and thicker cloud at a distance of around 80 km 

includes most of the blocks located in Haifa and its surroundings. Finally, the vertical arrange 

of dots at 270 km from Tel Aviv are blocks from the southern city of Eilat. Regardless spiky 

distribution of the observations, the trend is clear and significant: As the distance from Tel 

Aviv increases, the BLV decreases. 

 

All transactions in two time periods 

For most of the urban areas in Israel, there are abundant data about real estate transactions, 

that is reliable enough to split the dataset in two different periods, allowing for the analysis of 

the dynamics between the center and the periphery. The core-periphery gap is measured 

here through the relative changes of BLVs in the different periods and through space. The 

first period is between 1998 and the beginning of 2007, and the second from 2007 until 

2017. In order to be able to compare the results of both periods, the number of geographic 

units in which the transactions are aggregated must be kept constant. The first aggregation 

approach is by blocks (as previously) and therefore the relevant blocks are those in which 

regression (1) is significative and 
0

b  positive in both periods. This results in 961,432 

transactions distributed among 1,532 blocks. Table 4 shows the descriptive statistics: 
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Table 4: Descriptive statistics of 1,532 regression results: Aggregation of all transactions by blocks 

during two different periods (1998-2007 and 2007-2017) 

 Mean Std. Dev. Min. Max. 

Number of transactions per block in period 1 260 279 30 3,671 

Number of transactions per block in period 2 235 253 30 2,845 

Calculated BLV in period 1 (NIS) 9,802 6,080 1,147 53,037 

Calculated BLV in period 2 (NIS) 17,031 11,321 2,469 109,212 

Distance from Tel Aviv (km) 43 39 0.028 283 

 

Figure 6 shows the geographical distribution of the blocks located between the latitudes of 

Haifa and Jerusalem (other blocks are not shown in the map). 

 
Figure 6: BLV by blocks based on all transactions during two periods: 1998-2007 (left) and 2007-2017 

(right) 

 

The sharp increase in BLVs is evident comparing the colors in the left map to those in the 

right. The general trend is towards the dark red scale (the color symbols and the ranges of 

values are the same in both maps). An additional view of the results is included in Figure 7, 

focused on the Tel Aviv metropolitan area.  
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Figure 7: BLV by blocks based on all transactions during two periods with a focus in the Tel Aviv 

metropolitan area: 1998-2007 (left) and 2007-2017 (right) 

 

The BLV’s depicted as a function of distance from Tel Aviv confirms the visual impression 

from Figure 6 and Figure 7. Figure 8 shows the results for both periods. 
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Figure 8: BLV by blocks based on all transactions during two periods (1998-2007 and 2007-2017) as a 

function of the distance from Tel Aviv 

 

The pattern that emerges from both sections in Figure 8 resembles the previous one 

described following Figure 5: Tel Aviv and its neighborhoods near the vertical axes, 

Jerusalem at around 50 km, Haifa at 80 km and Eilat in the right position. The linear trend 

(decreasing BLV with increasing distances) is also consistent. However, comparing the 

results between both periods, the gradient becomes much steeper: 

Table 5: Regression results of BLV by blocks as function of distance from Tel Aviv 

 Distance Constant R square N 

Period 1998-2007 (-51.23)*** 12,479*** 0.0877 1,532 

Period 2007-2017 (-121.73)*** 23,493*** 0.1280 1,532 

Difference between periods (-70.54)*** 11,014*** 0.0838 1,532 

*** Significant at 0.01 
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During the two analyzed periods, BLV’s in the center increase significantly more than BLV’s 

in the periphery. In other words, at least observed through the prism of the built land values, 

the gap between center and periphery in Israel is widening. 

To test the robustness of the results, a different aggregation method was performed, using 

urban areas instead of blocks. Urban areas are much larger geographical areas which 

include many blocks each one, and therefore a large share of transactions is included. This 

aggregation results in 122 urban areas in which, in both periods, 957,104 transactions were 

recorded. In all the urban areas considered, regression (1) was significant and 
0

b  was 

positive. Table 6 shows the descriptive statistics of the aggregation per urban area. 

Table 6: Descriptive statistics of the aggregation of all transactions by urban areas during two different 

periods (1998-2007 and 2007-2017) 

 Mean Std. Dev. Min. Max. 

Number of transactions per city in period 1 3,875 7,104 32 3,671 

Number of transactions per city in period 2 4,035 5,927 38 31,813 

Calculated BLV in period 1 (NIS) 8,599 4,183 1,907 23,525 

Calculated BLV in period 2 (NIS) 14,170 5,653 3,724 34,974 

Distance from Tel Aviv (km) 55 43 1 280 

 

Figure 9 and Table 7 below, summarize the results for the regression of the BLVs as a 

function of the distance from Tel Aviv when the transactions are aggregated by urban area. 

 

 

Figure 9: BLV by urban areas based on all transactions during two periods as a function of the distance 

from Tel Aviv. Period 1 (left), period 2 (center) and their differences (right) 

 
Table 7: Regression results of BLV by urban areas as function of distance from Tel Aviv 

 Distance Constant R square N 

Period 1998-2007 (-46.52)*** 11,130*** 0.2331 121 

Period 2007-2017 (-67.56)*** 17,905*** 0.2702 121 

Difference between periods (-21.04)*** 6,774*** 0.0932 121 

*** Significant at 0.01 

 

The results demonstrate that regardless the aggregation unit used in the analysis, the spatial 

trends of the BLVs in both periods of time, and the observed dynamics between them are 
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consistent. The gap that divides the appeal of locations in the center of Israel and its 

periphery are large, and it is increasing over time. 

Alonso in the Middle East 

The monocentric model of urban land market initially developed by Alonso (1964) provided a 

sound theoretical foundation in the field of urban economics. The model was extended by 

Mills (1967) and Muth (1969) incorporating resource allocation within the urban area and a 

detailed analysis of the residential market in the model, respectively. The availability of data 

about built land values at a very fine-grain disaggregation, as calculated here offer an 

opportunity to assess a basic insight of the urban monocentric model: The negative land rent 

gradient. Following the methodology commonly adopted in this type of assessment studies 

(Coulson 1991, Ahlfeldt 2011), concentric rings at a fixed distance of 1 km was defined 

around the center of each big Israeli city (Tel Aviv, Haifa and Jerusalem), as shown in figure 

10. 

  
Figure 10: Location of the three main Israeli cities (Tel Aviv, Jerusalem and Haifa), blocks located nearby 

with their BLVs (colored) and concentric rings at increasing distances of 1 km around them 
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Exploiting the BLVs already available at the geographical aggregation level of blocks at 

periods 1998-2007 and 2007-2017, the average BLV for each ring is calculated. The results 

are summarized in Figure 11. 

 

Figure 11: Average BLV by concentric ring at increasing distance from the CBD in Tel Aviv, Jerusalem 

and Haifa during each time period 

 

The built land value structure in Jerusalem and Haifa do not resemble exactly the model’s 

expectations for their highest value is located at a distance of 2 km and 4 km from the 

center, respectively. From that point, for both cities, the BLVs decrease monotonically as the 

distance from their respective center increases. There are two different issues in this case: 

The first one is the location of the CBD, and the second the availability of relevant blocks in 

its immediate neighborhoods. As shown in Figure 12, for Jerusalem and Haifa, both the 

location of the CBD is questionable3 and there is a lack of relevant blocks in the closest rings 

around them. 

                                                           
3 The city center definition is taken from a geographical layer of the Israeli Central Bureau of Statistics. Usually 

the city center (a point) is defined as the centroid of a polygon that represent the municipal area. Therefore, 

the geographic and the economic-functional definitions of the “city center” not necessarily coincide. 
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Figure 12: Concentric rings at 1 to 5 km from the center in Tel Aviv (left), Jerusalem (center) and Haifa 

(right). The blocks for which the BLVs were calculated are shaded in gray 

 

In comparison, the location of the Tel Aviv center is reasonable, and there are lots of 

relevant blocks from the first rings and outwards (Figure 12). Therefore, BLV results for Tel 

Aviv displayed in Figure 11 are more reliable, and thus behave exactly as the monocentric 

model predict. But the most remarkable feature in Figure 11 is the spectacular BLVs 

increase near Tel Aviv’s center during the second time period. Although the BLVs are 

consistently higher during the second period in the three cities and at all distances, the Tel 

Aviv case is outstanding. All these city-specific results are consistent with the national wide 

analysis of BLVs performed in the previous sections: The increasingly high BLVs in Tel Aviv, 

compared with more modest increases elsewhere, can partially explain the steeper gradient 

observed over time between the Tel Aviv metropolitan area and the periphery of the country, 

and the widening gap among them. 

 

5. Discussion 

The land value expresses the willingness to pay for the acquisition of the right to perform a 

certain activity in a specific location. As such, it reflects the appeal of that specific location for 

that specific activity. If the activity to be performed is “dwelling”, the land value reflects the 

balance of the advantages (as urban amenities, accessibility to jobs or consumption, 

environmental qualities, etc.) and the disadvantages (as crowding or pollution) of living in 

that location. As opposed to traditional measurements of individual aspects associated with 

the dwelling in a specific location, generally calculated using hedonic analysis, the land value 

represents a comprehensive assessment of its overall qualities. Despite the potential 

importance of accurate measurements of land values for policy and economic analysis, little 

information is available about it, and its calculation based on other types of available data, as 

real estate transactions, can be troublesome. In an analysis performed using Dutch data, de 

Groot et al (2015) suggest a land value calculation methodology based on data on the plot 

size of detached houses. One of the limitations of such approach is that the share of 

detached houses in all types of dwellings tend to be low, particularly in urban areas. 

Therefore, in order to apply the methodology in areas where a mix of different types of 

dwellings are present (houses, departments, etc.), additional assumptions are required. This 

paper shows how the original approach can be extended to all types of dwellings, but at the 

price of calculating a different value: The built land value (BLV), instead the plain land value. 

This modification of the model allows the use of a large dataset of real estate transactions 
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performed in Israel in the last twenty years for the calculation of BLV in different locations 

and at different periods of time. The results shed light not only at the spatial structure of the 

built land values, but also at its variation over time. 

Besides the calculation of the built land values in Israel, which has a great importance in 

itself, we show how BLV can contribute to policy analysis, through the case of the core-

periphery debate in Israel. There is a long-term debate about the imbalance between the 

economic growth of the center of Israel and the lagged development of its northern and 

southern peripheries, the policies implemented aimed to mitigate it and their degree of 

success (Gradus & Krakover 1977, Bar-El & Parr 2003, Gradus & Einy 2015). The 

government has defined explicit objectives of population dispersal and development of the 

periphery, but these were not achieved, according to the State Comptroller and Ombudsman 

of Israel4. The geographical and economic analysis performed in this paper through the 

calculation of BLVs all over the country sheds light on one of the basic reasons for this policy 

failure: Despite the efforts invested in the development of the periphery in Israel, the 

appealing of locations in the Tel Aviv metropolitan area is still, in average, much higher than 

in any other place in the country. Moreover, as time passes, this appealing increase, 

compared with other, more peripheral locations. Summarizing, the results of this research 

suggest that BLVs are a reliable measure for the analysis of the geographical structure of 

the location appraisals in Israeli urban areas and the gap between urban cores and more 

peripheral urban zones.   

                                                           
4 “The housing crisis - A special audit report” (2015), in Hebrew. 

http://www.mevaker.gov.il/he/Reports/Report_279/f43ab2c3-db98-447c-8e49-8b3977bc660d/003-diur-1-

new.pdf, accessed on 29/11/2018 
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