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NB Elements may be missing from this print version.

How Tel Aviv Became
the Most Expensive City
in the World
Israel The most expensive city in the world is located in Israel.
The houses are becoming unaffordable, the food is already very
expensive. Tel Aviv is going to explode.

Listen to
07:41

Terraces in coastal city Tel Aviv.
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A beer, a white wine and a portion of fries. "That will be 92 shekels, please. Excluding
tip.” so 26 euros. On a terrace in Tel Aviv, no one is surprised by these kinds of prices.
This year, Israel's coastal city had the dubious honor of being named the world's most
expensive city by the Economist Intelligence Unit (EIU). Tel Aviv shot up from 5th
place, overtaking Paris and Singapore, among others.

Israeli economists don't think that's cause for regret. The fact that Tel Aviv is now at 1
is primarily due to the strength of the Israeli currency against the American one. The
EIU compares prices in 173 cities on a dollar basis. “If one dollar had cost not three,
but four shekels, we wouldn't have heard about Israel by now,” said Benjamin Bental,
a professor of economics in Haifa.

The Israeli economy has made it through the corona crisis wonderfully – although the
government does not rule out a new lockdown due to the Omikron variant. Foreign
capital continues to flow in thanks to the thriving high-tech industry. And inflation is
relatively low: 2.2 percent.

Retirement isn't enough anymore
Residents of Tel Aviv have known for some time that their city was extremely
expensive. At a large supermarket, people load eggs, soda and vegetables into the
trunk. "It's that I have a pension and still work in a daycare," says Ziona Noiser (68).
"People who only have to live on their pension, really don't make it here." Food is
about 60 percent more expensive in Israel than in other OECD countries. Noiser also
knows for sure that her children and grandchildren will not be able to buy a house in
Tel Aviv.

“The unaffordability of owner-occupied houses is the biggest concern of my
generation,” said economic analyst and TV presenter Matan Hodorov (36). This factor
is not even included in the EIU comparison, but it does weigh heavily on purchasing
power. House prices in Israel have nearly doubled in the past decade. Renting a house
is not a good alternative, because rents are rising. In addition, tenants are dependent
on the whims of their landlords. While the population is growing faster than in any
other rich country, the construction of houses is lagging behind. In Tel Aviv, even
during the Covid crisis, rents rose by an average of 3.3 percent last year.

Hodorov kon na lang sparen een appartementje kopen – in het minder populaire
zuiden van Tel Aviv, want een huis in het centrum had hij „absoluut niet” kunnen
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betalen. Er zijn volgens de analist meer mensen die zijn voorbeeld volgen, „maar nog
meer mensen die zich überhaupt geen huis meer kunnen veroorloven”. Hij zegt
diverse jonge mensen te kennen die hun heil in Europa hebben gezocht omdat het
leven in Israël te duur werd.

Burgemeester Ron Huldai verwacht dat de prijsstijgingen voorlopig niet ten einde zijn.
„Tel Aviv gaat exploderen”, zei hij in een interview met dagblad Ha’aretz vlak na
bekendmaking van de ranglijst. „Tel Aviv zal steeds duurder worden, net zoals het
hele land steeds duurder wordt.”

Transport is also expensive. Globally, transportation costs increased by an average of
21 percent, according to the EIU. Petrol was slightly less expensive in Tel Aviv than in
Amsterdam. People in Israel are largely dependent on buses or their own transport,
because the rail network does not cover the entire country. This increases the distance
that people experience between Tel Aviv and the rest: whoever lives further from the
economic center will be stuck in traffic for hours.

Also read this piece:
The richest Palestinian faces an army base

Top heavy due to high tech
The Israeli economy has a number of fundamental problems that make food relatively
expensive. First, the economy is top heavy. Only 10 percent of the population works
in high-tech, but together they pay a quarter of the country's income tax. The industry
accounts for about 15 percent of gross national product and 43 percent of exports. As
a result, according to economist Dan Ben-David, the country suffers from what is
called the ' Dutch disease ': too much dependence on one sector. In the Netherlands
that was natural gas in the 1960s, in Israel it is high-tech. The billions of dollars
generated by Israeli tech companies make the shekel stronger. For other industries,
exports are actually becoming more expensive.

The second problem is that Israel, largely surrounded by hostile countries, is a small
market. “As a result, it is hardly worthwhile for industries to invest in new production
methods and productivity remains low,” says Bental. Excluding the high tech,
productivity and wages in Israel are low compared to other OECD countries. The
recent normalization agreements between Israel and some Gulf countries do little to
change this, because those are also small markets.
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According to the economist, the limited market encourages the formation of
monopolies. There are cartels for foodstuffs such as dairy and eggs. “With bird flu in
the north, there is an immediate shortage of eggs,” says Bental. “You can clearly see
how monopolized that market is.” But competition is also limited in areas that are not
officially protected. For example, importers of cars and appliances have often
negotiated the exclusive import right, which allows them to keep prices high.

The third problem is high import duties, which means that food from abroad is not a
cheaper alternative. The Israeli cabinet has announced that it wants to allow more
competition in fresh products, partly through lower import tariffs and less protection
for its own agriculture. These reforms have been prompted in part by ongoing protests
against the high cost of living, but have been met with strong resistance from farmers
and suppliers.

The contrast between rich and poor is growing
With the corona crisis, the contradictions between rich and poor, old and young, Tel
Aviv and the periphery have become even sharper, for example because educational
disadvantages have increased. The gorges are also visible within the city. 'Hagag
Group' is written in gold letters on black signs along a main road in north Tel Aviv. A
few yards away, red-and-white ribbons and prohibition signs with triple exclamation
points urge visitors to turn back. Men in white suits walk between the remains of
some low buildings. Skyscrapers rise in the background, some with cranes next to
them. Soon there will be just such luxurious flats here. The last residents were evicted
from their houses last month.

Despite the high prices, Hodorov does not think about leaving Tel Aviv. On the
contrary, he rents out his owner-occupied apartment in the suburbs to rent a house
himself in the center. “Everyone wants to live here,” he says. “Here are the best
restaurants, the clubs, the good weather and the good atmosphere. Tel Aviv is simply
the coolest place to live, that's why it's so expensive.”
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