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The housing policies that have been imposed and instrumented by successive governments in Mexico since the era of the fall of the Berlin Wall will be fifteen years old this year.

The achievements and the contradictions generated by these policies oblige us to review their impacts and to explore and propose new approaches to overcome the effects of an ambitious market-oriented production project which, while attempting to exercise absolute control, has ended up excluding (at least) half of the population of a country with more than 100 million inhabitants.

The Neoliberal "Miracle" and Its Consequences

The Washington Consensus pushed by the multilateral financial institutions in the 1990s is a set of economic policies conceived to facilitate the global expansion of large corporations. The said policies were "sold" to developing countries as the path to follow to guarantee growth.

The Consensus has not been signed by the affected countries, it is rather a list of policies that the multilateral institutions (IMF, WB), the United States Congress, and other entities and experts headquartered in Washington agree should be promoted throughout the planet.

The unquestioned application of the neoliberal policies by multiple governments has resulted in the worldwide exacerbation of social inequality as well as increased poverty and societal exclusion. The Mexican case is a good example.

In short, the Washington Consensus pushes the following Decalogue: fiscal discipline, reorganisation of public expenditure, tax reform, liberalisation of interest rates, competitive exchange rates, liberalisation of international trade, opening to direct foreign investment, privatisation, deregulation, and property rights.

The whole and synergetic effect of these policies has profoundly impacted the economy and lives of our peoples and has also affected territorial, urban, and housing issues.

Regarding housing, the list's first three items resulted in cancellation of public production programmes and reduced fiscal housing funds. They also contributed to the fracture of social policies by narrowing the focus of their application to the poorest sectors and leaving the rest of society to the whims of the free market. In the case of housing, the resulting impact was double, given that the market was incapable of addressing more than half the population which is located under the poverty line, and the focus on the poorest sectors through compensatory and poverty alleviation programmes was not applied to housing.

In fact, the focus was narrowed in the opposite sense, with market housing supply directed toward sectors with incomes between 5 and 10 times the minimum wage. Possibilities to channel fiscal resources to support the most underprivileged were further diminished by another contradictory recommendation made in 1994 by the World Bank (to heavily-indebted, moderately-developed countries such as Mexico) to reduce budget transfers to the housing sector in favour of expanding investments in urban infrastructure.

Regarding interest rates, the goal was that they be determined by the free play of the market and that they remain above inflation to avoid de-capitalisation of housing funds. This—coupled with decreased subsidies, free market management of land and other inputs—and the policy—also imposed by the same neoliberal prescriptions—to control wage increases in a downward direction generated a perverse circle which affected both the recovery of adjustable-rate loans established in high inflation times and the possibilities of low-income sectors to access market-produced housing.

In that sense, the scheme of Mexico's National Popular Housing Fund Trust (Fideicomiso Fondo Nacional de Habitaciones Populares: FONHAPO), which granted loans in terms of minimum-wage multiples in times characterised by inflation and low wages, was modified by World Bank pressures with incorporation of an additional interest rate designed to avoid de-capitalisation of the Fund. Under these conditions, the loan recipients, many of whom were social organisations, after a time could no longer meet their loan payments, leaving the Fund facing the paradox of a considerably reduced recovery rate.

The explanation given was that the people organised to not pay their loans, and not that—faced with the loss of purchasing power of their income which had been controlled downward—it was very difficult for the population to maintain payments of inflation-adjusted loans.

This also led to political decisions leading toward extreme individualisation of the country's housing policy to the benefit (of course) of the large private-sector social-interest housing developers and promoters.

Subsidies diminished, the credit line for land purchase was eliminated, and the collective loans allocated by FONHAPO to social organisations were progressively cancelled, leaving the social organisations to devolve from social promoters and producers to mere organisers and managers of the demand for housing produced by the private sector.

The policies on currency exchange, trade liberalisation, and market opening to direct foreign investment favoured entry to the housing market of transnational financial capital, material components, and even complete housing projects, which also produced a parallel transfer of the multiplying effect of the construction industry beyond national borders. Those most affected have been professionals and part of the national production plant, in particular that made up by small and medium producers.

It would appear that the neoliberal governments would conform with renting the land and that the advance in technological development itself was of little concern to them.

The privatisation policy, eighth on the Washington Consensus list, reinforced the commodification of land and the subordination of the human right to housing to large financial and real estate interests.

It also contributed to discourage and even halt the initiatives of organised social producers by imposing the individualisation of problems, solutions, and processes of land and housing management and appropriation.

The ninth point of the Consensus commandments, which calls for deregulation, assumes that the market will take charge of resolving everything once normative barriers and state controls which distort the market are eliminated.

This proposal led to reduce the role of public bodies to allocation of long-term loans and to convert said bodies into second-floor financial entities incapable of intervening in regulation of housing quality and its linkage with increasingly debilitated urban planning and development policies. Said entities could now even less address very necessary social and administrative aspects to support and regulate the participative processes of habitat production and the improvement and social coexistence in the large complexes of individual houses now being produced.

Firmly established property rights, recommended in the final point of the Consensus, have been broadly stimulated through adoption of policies and procedures such as those proposed by the Peruvian economist Hernando de Soto: legalisation of individual property, modernisation of cadastres and public property registries, strengthening of the mortgage system, simplification of eviction trials in cases of incompliance with mortgage payments, and rediscount of mortgage packages in the international secondary market.

De Soto thus sells the idea that—with no need for profound structural changes—the poor will cease to be poor simply by acquiring liquid capital to strengthen their economic activities, thanks to the possibility to mortgage their assets. 

In reality, de Soto is betting on inserting the resources and scarce surpluses of the poor into the international financial capital circuit, placing them in an even more vulnerable situation and outside of all consideration surrounding the social function of property.

Application of this model in his own country has irrefutably demonstrated that neither do banks want to lend to the poor, even if their properties are regularised, nor do the poor want to recur to the banks. A recent study demonstrates that the policy has had no impact in increased loans to the "beneficiaries" of the programme or in improvement of their economic situation. The policy has, however, had an impact in terms of processes of individualisation and in discouragement and combat of collective initiatives.

Obedient application of the Consensus list, later complemented by other measures and the imposition of structural adjustments by the multilateral financial institutions, has had a strong impact on the form of housing production and on conformation of urban space in the Latin American context.

Commercial Housing as a Motor of "Development" and Source of Exclusion

The Washington Consensus is behind several documents produced by the World Bank in the first half of the 1990s. These documents were followed to the letter in many countries including Mexico ever since in 1992 when President Salinas unveiled his housing promotion and deregulation policy, the occasion which constitutes a true turning point in the country's housing policies. 

I refer to documents such as "Housing: Enabling Markets to Work," published in English in 1993
 and in Spanish in 1994 as "Vivienda, un entorno propicio para el mercado habitacional."

It is surprising to discover that the objectives and primary strategies contained in the 2001-2006 Housing Sector Program, published by the government of Vicente Fox in November 2001, were, as illustrated in Table 1, an almost exact copy of the primary strategies recommended in said document.

These policies give enormous weight to the macroeconomic role of housing production, given that it activates 37 economic branches, generates employment, consumes national inputs (in fact increasingly less) and activates the financial sector. In the social aspect, in contrast, the policies are limited to consolidation of family patrimony and improvement of living conditions of beneficiaries (element which, given the housing's size and quality and its distant locations, is increasingly in doubt).

They are housing policies which emphasise their role as motor of economic development, centred on market production of housing by the private sector, and that limit the social element to the individual and family sphere.

Said policies ignore the macro-social and microeconomic roles which should also form part of an inclusive and socially meaningful housing policy (see Table 2). 

Transformation of the state's role from provider and regulator to facilitator is consolidated in the case of housing, with which public production is eliminated and all governmental support is centred on reinforcement of commercial production of housing by private developers.

As of December 1st, 2005, 1,200 private developers participated in the market, nine of whom accounted for 25% of the total production. Six are traded in the Mexican Stock Market, and according to data from the magazine Obras,
 the HABITA (IH) Index which integrates them produced a yield of 1,118% between the year 2000 and March 2007, far above the construction sector (447%), the price index (370%), and total yield index (414%). In 2004 they represented 4.69% of the shareholders market, and in the first trimester of 2007, 7.17%.
  

This fact alone has strong repercussions on housing production in Mexico in that it imposes an accelerated expansion logic given the demands of profitability of investors increasingly linked to transnational corporate interests.

It is referred to as a "housing train" which, in the end, is unstoppable and which proposes to reach progressively larger and larger portions of the market.

Under this logic, what is important is to massively produce and sell houses with little regard to size and adequacy according to the needs of the demand, much less to location and linkage with the urban fabric, employment sources, and accessibility to facilities. 

Market production of housing in Mexico was able to benefit from authorisation of more than 3 million mortgages during the government of President Vicente Fox (2000-2006), allocated by the institutions that channel resources from the private-sector workers' housing fund (INFONAVIT), the state workers' fund (FOVISSSTE), and social savings, via various private mortgage entities (primarily banks and limited-object financial societies, known as sofoles) and with the backing of the Federal Mortgage Society (SHF).

The celerity of the "housing train" and the intention that it tap sufficient credit resources so that "each family may purchase housing in the coming years" have led the Federal Mortgage Society to estimate that the mortgage portfolio of banks and sofoles should be increased from 78,734 billion US dollars in 2006 to 335 billion in 2020.

These estimates would render insufficient all the savings captured by the commercial bank system, situation which has led to the proposal of alternative mechanisms, in particular making mortgages subject to trading on the stock exchange, market open to the participation of diverse types of institutional, national and foreign investors.

These enormous challenges, posed from market logic of housing production, have implied the design and consolidation of a highly sophisticated system of instruments among which are found the development of a primary and secondary market of mortgage-backed bonds, guarantee schemes for cases of incompliance, timely payment, and systemic risk, and, following the recommendations of de Soto, an efficient scheme for debt collection and recovery of guarantees, modernisation of public registries of property and standardised registry of developers and supply. 

To this is added a whole series of fiscal and urban administrative facilities which integrate a broad support-tools system to this production form, further reinforced in 2007 with the authorisation of close to 550 million dollars for allocation of 243,000 CONAVI and FONHAPO
 subsidies.

This allowed market housing production to increase over the course of just a few years until reaching a total of 560,000 housing units produced in one year. Despite, or perhaps as a consequence of this housing policy focus, approximately half of the Mexican population—the poor half—was excluded due to its inability to access this market.

This, coupled with the closure or modification of the few institutional mechanisms which existed to support these sectors' production initiatives and efforts, and even the criminalisation of these efforts, have produced serious problems of overcrowding and deterioration of popular habitat and, paradoxically, new land occupations and irregular land divisions and acquisitions in inadequate and vulnerable areas.

Despite this panorama, multiple modalities persist of individual self-production and organised social production, which demand new approaches and instruments.

Large Contradictions, New Perspectives

The Fox government inherited this policy negotiated with the multilateral institutions and the private sector and took a series of institutional measures to advance it. The National Housing Promotion Commission (Comisión Nacional de Fomento a la Vivienda) was created and placed in charge of driving the policy and facilitating the participation of the diverse actors in the same. The same objective was also behind creation of the National Housing Board (Consejo Nacional de Vivienda) as consultative body to which were invited public sector and, very significantly, private sector representatives. The Board also integrated a more limited number of academic and organised civil society representatives (the architecture and engineering guilds, and an entity from organised civil society, Habitat International Coalition). 

As has been occurring in various Latin American countries, the need was posed to elaborate a new housing law (the previous law dated back to 1983) to provide a consistent legal framework to the new policies.

This initiative and the enormous contradictions that the new policies had generated over the almost ten years since their implementation provoked broad social pressures and internal debates in the recently created National Housing Board, which led to incorporation of a roundtable, not included in the Board's original creation decree, to reflect on issues related to the housing designated to sectors located below the poverty line and on social production of housing.

It is important to recognise the democratic opening by the authorities responsible to direct the policies, evidenced in the creation of this space and in their decision to facilitate the participation of diverse sectors interested in the debates which led up to approval of the new Housing Law in 2006. Such participation also took place within the Housing Commission of the national Chamber of Representatives.

Organised civil society focused its primary concerns and contributions to the various legislative proposals circulated between 2003 and 2006 on efforts to assure that the legislation adequately incorporated and reflected the principles and contents of the human right to housing, and to incorporate social production of housing.

Both themes were in fact conceived in articulated form considering that social production of housing is defended as a right by those excluded from the housing market and other social sectors interested in actively participating in both determination of the characteristics of and the production itself of their habitat.

Social production of housing and other habitat components has not only allowed the realisation of the human right to housing for close to two-thirds of Mexico's population, but furthermore, in its more structured and technified modalities, implies the conjunction of other rights: the right to be informed, to organise, and to participate in decisions regarding their habitat; the right to a healthy environment, water and other services, and even the right to land, although the latter is a right still under debate.

In this perspective, proposals were formulated to explicitly include in the law the themes contained in General Comment N° 4 of the United Nations Committee on Economic, Social and Cultural Rights.

In this regard, a problem emerged given that the wording of the right to housing contained in Article Four of the Mexican Constitution is exclusionary, limiting said right to families:

"Toda familia tiene derecho a una vivienda digna y decorosa (...)"

"All family has the right to a dignified and decent house (…)"

Given that human rights are universal, some congressional members argued that a Constitutional reform was needed to make said contents explicit in the law.

Finally, and albeit with limitations and the absence of some elements such as affordability and cultural adequacy, the primary aspects which internationally define the human right to housing were included in articles two and three: security of tenure, of the location, and of the housing itself; availability of infrastructure, services and facilities; habitability and accessibility; the principle of non-discrimination, and even the universal character of the right to housing.

The provisions of this Law shall be applied under principles of equity and social inclusion such that all persons, regardless of ethnic or national origin, gender, age, different capacities, social or economic condition, health conditions, or religion, opinions, preferences, or marriage status, may exercise his or her constitutional right to housing (Art. 3).

Social production of housing, absent in the first schemes, received broad and apt treatment throughout the Law, with a specific title and two chapters dedicated to the theme.

The Law's definition of social production of housing is precise and leaves no ambiguity: 

That carried out under the control of self-producers and self-builders who operate without profit motives and which is oriented primarily to address the housing needs of the low-income sectors, includes that carried out through self-managed and solidary procedures which prioritise the value of the use of housing over the commercial definition, combining resources, building procedures and technologies, based on their own needs and their management and decision-making capacity. (Art. 4)

The Law also clearly distinguishes the difference between self-production and self-construction and defines the social housing producer "as the physical or moral person who in individual or collective form produces housing without profit purposes."

Article 85 of the Law establishes that "the Federal Government shall support social production of housing through the development of legal, programmatic, financial, administrative, and promotional tools."

These and other more specific contents of the Law oriented to instrument SPH, to promote and support its processes and modalities, and to generate available land, financial schemes, subsidies, research, technical assistance, adequate technologies, training, and other supports, provide definitive and precise support to work in the integration of a social housing production system in Mexico and a necessary integral system of support tools which guarantee the viability and broad social impact of SPH.

SPH is not an alternative production system to commercial production, but rather a complementary and convergent system capable of inserting a new dynamic within the national housing system and generating new options which contribute to realise the right of all persons to adequate housing. With legal recognition in place of the right of all persons to housing and to social production of housing, it is now fundamental to move on to its precise instrumentation and to the design of programmes and procedures which facilitate their realisation.

This objective, in addition to political will, demands specific instruments, credit and subsidy resources, access to land with services, and the training of diverse actors who intervene in the processes of habitat production and social management. We must now promote, not pilot or demonstrative projects (which we have done for 40 years), but rather an integrated and dynamic production system with large-scale social impact. It is also a complex system, given that it is not limited to produce houses but rather to build active and responsible citizenship, to strengthen the popular economy, and to build city and do so within criteria of sustainability and equity. 

This is a task which cannot be left in the hands of technocrats and "experts," but rather implies creativity and concerted intervention by the diverse actors involved in the various modalities included in social production of habitat. The new role of facilitator assigned to the State implies new and broader social responsibilities which demand full exercise of recognised human rights and collective conformation of new rights. One of the most important is to influence the formulation, direction, follow-up and evaluation of public policies in a co-responsible and active manner.

The recognition—not without problems—of this right by the authorities and its defence and promotion, based on concrete proposals from active sectors of organised civil society, have opened spaces of dialogue from which we hope will soon emerge the design of programmes and instruments which will place said system into march.

Table   1

	·   Mexican Housing Strategies versus World Bank Recommendations


	
	Housing Sector Programme Mexico 2001-2006
	World Bank 1994

Housing: Enabling Markets to Work, BIRF 1994

	
	· Consolidate housing market

· Promote sector development and competitivity 

· Reactivate the development bank 


	· Implant housing industry coherent with market economy

	                       Primary Strategies 
	· Legal consolidation of population's patrimony (Strategy 3)


	· Develop property rights 

	
	· Development of integrated mortgage system (Strategy 2)
	· Promote mortgage finance 

	
	· Social support to the most needy population 

Focalised subsidy (Strategy 3)
	· Rationalise subsidies

	
	· Supply of land suitable for housing with infrastructure and services (Strategy 5)
	· Supply infrastructure for housing land development 

	
	· Tax reduction, deregulation and normative framework (Strategy 4)
	· Deregulation, land and housing development  

	
	· Competitive supply, inputs, normalisation and certification for production growth (Strategy 6)
	· Organisation of the construction industry 

	
	· Institutional activation and sectoral strengthening (Strategy 1)
	· Institutional framework development


Table     2

Support System for Social Production of Habitat

	
	
	Economic Development
	
	Social Development

	Macro Level
	
	HOUSING

Motor of Economic Development
	
	HOUSING

Generator of Aware, Productive, and Responsible Citizenship

	
	
	· Activates 37 Economic Branches

· Generates Employment

· Consumes National Inputs

· Activates Financial Sector
	
	· (Re)builds Social Fabric

· Organises

· Trains and Educates

· Raises Management Capacity of Popular Sectors



	
	
	
	
	

	Micro Level
	
	HOUSING

Realise Potential of Popular Economy
	
	HOUSING

Indicator of Social Well-being

	
	
	· Strengthen Productive Capacity of Popular Sectors

· Strengthen Popular Circuits of the Market
	
	· Consolidates Family Patrimony

· Improves Quality of Life

· Attends Basic Needs
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( President of Habitat International Coalition


� The World Bank, 1993. Housing: Enabling Markets to Work. Washington, D.C.


� Ibid. Technical Supplement 2: Enabling the Housing Sector to Work. pp. 113-144.


� Revista Obras Número 413, May 2007. p. 40


� Six of the sector's primary shareholders also appear within the ranking of Mexico's 100 most important businesspeople published by the magazine Expansión in May 2006. p. 69.


� The National Housing Commission established a collaborative commitment with the Federal Mortgage Society for operation and distribution of a little more than 350 million dollars. The rest will be applied by the FONHAPO, recently restricted by law to allocation of subsidies to progressive housing and housing improvement programmes oriented to the population earning under 3.5 times the minimum wage, residing in rural and urban areas.  
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