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uraizan contit, topoifrat n aothes iseloat 

~~donors as the enoymous problansof interal migration: an-d ; : 

andtFCH was somewhat surpris to learn that t he ATAl field 

study teams counted no housing expert or person knowledgeable 

in the field in their number. Nor did they consult with the 

appropriate AID officials, the director of the Office of 

Housing, Mi, and the chief of Housing and Urban Dovelopm'nt 

Office of the Latin America Bureau, LA/11UD, or with mPCupon 

their return and before distributing their "draft" report. 

Over its long association with AID, FaT1 has with sanie 

success prepared a nu•ber of evaluative reports whose objectives 

were not unlike those sought in the ATAC study. However, the 

methodology employed in all FRE reports is based on three 

procedural premises which we find lacking to a great r or lescer 

degree In the ATAC report: objectivity of analysis, expertise 

in the area of study, and close consultation withi AID officers 

similarly knowledgeable in the field in report preparation. 

Conequntl, M asaninstitution f0ools itself cofnstaie 

to refute m~any of the statoiients and conclusions sot forth in 

the ATAC report in ordor to avoid further miswiderstandingj of its 

rola vis-a-vin AID and Uhe housing organizatlons In the daveloping 

countxicu of Latin Anrwrical and hopfully to put Uhe record 

v 
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straight! 

As representatives of the Foundation for Cooperative 

Housing and the International Division of FCH Services, 

Mr. Dean and Mr. Edmondson and I appreciated the opportunity 

to participate in a review of the draft report, "Evaluation 

of AID and AID Contractor Progranis in Promoting Cooperatives 

in Latin Am~erica." 

We are sorr:y, however, that the American Technical 

Assistance Corporation (ATAC), whose task force prepared the 

draft, did not arrange for any consultations with us during 

the several weeks since they returned from their in-country 

study of the work of FCH in Honduras, Colombia.. and Panama. 

; .I!L i ! :i I
 
i,<l ii!11!Il!~ iii:i!ii:ii!~!!,'1 ! lIiiF !1, . ii - i~~li~i !' iili i~i;It~is ¢~i!< iii )[:~Such a conoultation4 i ii 1; ¢11i~]is would have made+1,!<1ilIit !¢;11 1[~i4,I~-£ii!. ~il l !;11,possible to avoid a 

nunber of the serious errors which appear in the report and 

also to clear up same of the evident misunderstandings of the 

AID1-supported FMK program in these countries. Even a telephone 

call to cur Washington office could have eliminated the neces

sity for us to take such vigorous issue with some of thie 

findings and conclusions stated In thie report. 

First, may we acknow'ledge ame of the good things about 

the report. 

We appreciate the recognition given to the high quality 

of the M-1I technical assistance and thea profossional conpetenc 

~r ,of our staff; for oxanplo: 
alie contractor's technical assistnc h -cbon of high. .... 

44 quality with respect to tho organization of TISO' s (1Poch
4, .~nicnl Service Organizations) In 11ondurtm ' Clobia,~ and...
 

Pantima and of a s avingriand loan inatitution in.Nfondluzan.
 

11io WIucation prgru wan als vu mittoly4 oodctd
 



The report also states that:
 

Model projects are well conceived and executed. Hfigh
 
costs in sane instances are less the contractor's fault
 
than the result of delays and complications involved
 
in procedures of AID and other organizations providing
financing and other support. 

There were several other complimentary references to the 

work of FCH and particularly to the competence of the staff 

handling the international program. These are sincerely 

appreciated. 

Understandably then, it cows as a shock for us to read 

the basic reccxmiendation made by ATAC "that the program be 

phased out in orderly fashion at least with respect to regional 

activities and countries surveyedl (Colombia, Panama, and H-on

duras)." This one statement alone discredits the authors' 

understanding of the FOI/AID program policy. Phasing out of a 

country program Is an established policy. Thits has already been 

achievod in Chile and Brazil and is scheduled for September 30, 

1971, in Panama, the next country program established to the 

agreed point of phasing out. The point needs to be made clear, 

howevar, that phasing out is not determined by'a calendar, but 

rather by the reaching of a stage whereat the local, national 

cooperative housing institution is capable of foriard progress 

~without counterpart technical assistance. In the case of Panama, 

as was and still is theo case in Chile and Brazil, shor4 term 

specialized guidance or traininU is requented of the VOI ro

gional office in Wanshington. 

An to~tho phaning in of the cooperative movoment in countries 

whera no local, non-profit, dvalopiant-orlntod Institution 
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exists, this relates to the place of cooperatives in re

solving housing deficiencies discussed later in this reply 

to the draft report. 

The material presented in the draft report does not 

indicate an in-depth analysis of the overall housing problem 

in the countries studied, nor does It indicate a clear 

understanding by ATAC of the corxibution made by the . 

Fal/AID-assisted program. Unfortunately, no menber of the 

ATAC team had a technical background or training in the field 

of housing, even though one of the major responsibilities of 

ATAC# it must be presuned, was to provide a professional 

appraisal of the results of AID/Fai efforts in the housing 

field. Each cooperative enterprise is a distinct field, and' 

any attempt to lump~ cooperatives into a single category is a 

mistake. Scmn cooperative enterprises involve a relatively 

sliple enterprise undertaking, while others, such as housing, 

require the combination of a numnber of professional disci

plines into a sophisticated rnethodokxxjy. It Is true that all 

cooperatives have a single purpose with respoct to the social 

and economic escalation of cooporativa members, but here again, 

housing in in a unique position: the meirbers of the =ooperative 

live in arid1 form the commuvnity which comprises tho cooperative, 

and the potential for both social and economic uplift through 

unity baomes a groatly magnified opprtuhity and rosponsi-

It requires ynus of painstaking ofi:L in 'the f ield of 

housing Lhrough multi-fainily projectx to got. an understmnding 





I The FOI suImuy report shows a total of 3,085 units ccnpleted 

in those three countries, or five timnes the nuiTer included in 
th drf e-2t rthermore, the report describes the housing 

produced as "middle income or high incane" housing. Actually, 

the facts sha, that more than half the Owellings were under
 

$1,000, and that the average cost was about $2,600. 

Had the researcher who gathered the statistics on which 

the study was based been more thorough, he would have found 

that in Panama, the FC-assisted program included 359 rural 

hones, 600 shell houses, 1,000 self-hel. hanoa construction or 

improvement loans, and 78 self-hel2 urban coo homs at $2,500 

-er unit, not to mention the three urban projects rapidly- -J 

W - reaching ccnpletion inPanama City and Colon and an expansion 

of the first urban project in David. 

The sumary report on the FCH program to date, "Cooperative 

Housing in Latin America", recently up-dated, includes charts 

or tables shcang the projects, the mmJmer of units, and unit 

cost of th. projects. It also shcras the donpayments involved 

and other loc-al participation, which is evidence of the mobiliza

tion of local capital. (A copy of that report is included with 

this reply to Jie evaluation.) 

Othar faotual errors will be cited lator in this reply. MIoro 

Important, hcevr, P-j thoj mi nterproat ion of tlia 1-C[1 scope

ofwik itz. rol In. t.1e hot,'~ coutzyr tuid to impact~ of the 
program. 11118 ose Piri. vght cA1Uo dirlI4' havo boon uleared tip if 

(
 



team from ATAC had danonstrated the professional thoroughness 

and
nsttutinalcourtesysuhameigwldavafoe.
 

MISLUNDEIMTANDING 'DIE IRELATIN BM7r1M1 AID AND F~i 

As pointed out earlier, the heart of the ont roversy is 

the belief expresged by the officials of ATAC that AID has no 

right to be in the housing development field, that the limited 

resources of the program should be used in agriculture and 

related fields and not in the creation of patterns and institu

tions to help people solve their housing needs. 

The criticisms made by the draft report of the work of 

FCI are equally criticims of AID and the AID professional 

staff in Washington and in the countries where F(1 has 6erved, 

for as you know so wall, the role of FO! in its international 

progrxm is to servo as advisol to AID, to the country Mission, 

to the government of the host country, to the housing agency 

in that country, and to the cooperative associations carrying 

forward the program within the country. 

In All cases, the FCU program Is worked out in advance 

with AID/Washington. rach step of the program within the country 

served is cleared with the AID Mission before the program 

proceeds, and there is a continuing roview of the program with 

the AID MWusion profess ion~al people as the program mo~ves forward. 

MISUfl-IJrTANDING Or,'.t D'1REGNAL PADGRASrfluH 

Another basic misunderstanding of the program -- evidenced 

by hUiATAC re port, and recoi~noKidations -- Is thie role and tho 

extent oE the roqioncal programo of D'O!. Tho throe country study 

ivicuLo no It wati is uvwtjiar inedoquato when usuci as a 
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No mention is made in the report of workshops developed 
bass frealutin th wok othegonaprogrm Inin close cooperation with AID for all countries in Latin 

America on (a) project nmagement, (b) squatter settlemient4 

44 4 '. ;solutions, and (c) - " ,.efficient and effective site planning. " 

arrnge in-deopt seiae r eOrvignizatonts inLat)inAnother Important factor in regional training progrwws 

is assistance to national housing agencies in meeting the 

problcm that will face them in their new program. 

It is worthwile noting that this portion of the M'~ 

regional effort was especially singled out for elimination 

but was never evaluated in the body of the ATAC reporL. 

The more general technical assistance program designed 

to develop Technical Service Organizations (TSO' s) in a 

nurrber of countries in Latin America serves a much wider 

area than the sample. The rocczmndation of the ATAC group 

that the P'dI program be discontinued while the presently 

organized '1SO's have five years to mature is an indication 

of a misunderstanding of both the role and the impact of the 

Technical Service Organizations now in existence and those 

which we plan to help establish in the near futurc. 'rho team 

444never interviewe-d the director of the FQI3 regional training 

program wid miuta],,enly assumed tliat the ral~ field Lraininqj 

director hatiod in 13ogota woo regional traininq director. They 

prainod his wod-h but: reo~mondod abolishing ithrogional 
train LM program 
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BASIC ISSUES RAISED BY ATAC 

There are at least three basic issues raised by the 

report which should be discussed in detaill 1) the income~ 

level which is served by AID assisted/Fa! ooperative housing 

2rgrm 2) accetability of cooperative methods in dealing 

with housing problemt in Latin America; 3) the Impact or 

potential inpact of these progas on the overall housing 

problemi in Latin Amricas and 4) the role of housing in the 

develo2Ent process. 

1. TH{E INOOM LEVEL OF COPERlATIVE HOUSING IN LATIN AMERICA. 

The MC programn are aimed at several levels of housing 

needs in Latin America. Cooperative housing program as 

developed so successfully in Scandinavia, Western Europe 
" 

" ; -'"'-.Z S• . . . '" " - - - " - -.... -- ' : . ... "and the U.S.* can most effectively serve the lower middle 

income level in most Latin American countries. This level 

includes regularly enmployed people such as civil servants, 

teachers, policomen, skilled workers, employees of small 

business enterprises, etc. This is thie level just above 

"public housing" and just below the higher incone housing 

served by the savings and loans associations, private banks, 

insurance com-panies and other sources of conventional finance. 

in most countries this is not the largest group nirnorically. 

Howaor, it is a fast growing segment of tho population 

whichi Is socially and politically imporIant. For oxwmple, 

in 1'unaina this group. totala mora tui~ 30b oEf the urban popula

tion. 

Cooprativo housing tohiun con also ba uued to provixla 
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bette housin for2~2 low2 an2eylwionefmle ne
 

sane cr ,..~z2stne.. Co-ops can b2 used In sefhel houin 

to allow2low incom faile to22 mtra n hlsl
 

22nt s joitl hire skile labor prvd miiu utl
 

ites manti area 2amo and omtl spcltino 

prdue housing for lwsan than lo00 pe failTis unprga 

tialze loow inochis famltouchasedi notereinv holeale 

ip~nour AIDjoinahresled ' l asor oidte nmi util

itirova oafnthen contrcl speclonial bllowest aes hong on 

rale. AocM aender seeaaFpablhas prand tof thihs tpgin 

selfhe ooprativehs ingPanahae prduce ousangzains 

(the'$300tbia w100prit i Hon-Ange usin hese tColnial 

uas in Panama the cpovre nthitheste ounran rogra 

proed haousingon-r lesrtanaon pe$1,00 uni.Tis7pogra 

utilizedaco-og nterqest althorkg it did noinvolvefol, 

andileacceptabe I as lender tad to therhotgoo ta 

pr hram tochicalTS01aie norganizacooperatyie houigd 

(tSo's stabglinqho witmAIDf f~ihelp nd nlasa honand 

repivateono=,profitoraiztioans wita cApaclasuce 

wofyl a t 1trong ng atethe lowest~v lvlantostiwori 
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for =wn time~ i the future. However, the trend is toward 

lower cost housing in all theme countries. In Honduras, 

for exarple, the first projects constructed in 1967-68 

were in the $7,000 r The current housingige. -IOML 

investme2nt guaranty project under dovelopiaet is in the 

$5,000 range and the niost recently prcposed new prcgram is 

for an XID loan which would allo wIOI to construct 

housing in the $2,500 rango ani to assist in site-and

service projects below $1,000 par family. 7his exciting 

now sites-and-servioes program had not yet been approved 

when theo PrAC toam was in Honduras, but had the researdiers 

met with Pat during the drafting of the report they would 

have beon apprised of the program. This parallels the 

axporicsice of MaI in tho U.S. uboro tho first progrtao wore 

for middle innc- families; but later included large numbor 

of projects for lower izxrmi families. 

2. ACCE MLTY OP Q(PE]LTWZ MMTKS IN IATIN &%=CA. 

It has boon stated in tho draft evaluation that 

cooperativo housing conoopts, Procoduros and mothods aro 

not accepted by Latin Americana on the historical and 

cultural grounds that the Latinsn are too individualistic 

to embrace the cooperative approach in housing. Vh*ilo we 

will trOat this matter in moro substantivo dotail in the 

annex to this lottor, we do wish to answer this a11cgation 

hare. 

Min ?ii Theg~aiobi AIIAC reprt tzken the 

stand tht i~ 1s prograit In the dovf~qiont of cooporntive 
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p Te Fore tt ornerof thegan or mtual. i 

ownership of properties offers many advantages over individual 

ownership. H.ever, it does not rule out cooperatives with 

individual titles or those organized under horizontal property 

or =coninium laws when these fonm se mst appropriate. 

In the implamantation of pilot damontration programs through 

AID loan and through the inveaw nt Guaranty Program thic 

mutual ownership concept is being utilized with success and 

has aoountered favorable acceptance by the public in various 

Latin hmrican countries. A unique examrple is found in 11on

duraB late in 1970 whon 300 subscribers signed up in a mattur 

of a fa days for cooperativo hosr in the 1M VIL-sponsored 

Housing Znvoubmnt Guaranty Program in onduras. Ihis ccI 

about with littlo or no publicity. As stated in other parts 

of this roply, Cblu has bon utilizing the single mortggeK 

cooperative concopt nucoessfully for #mor ta a decad , widi 

annual production In the ousands of iits, and with projected 

output for the calendar year of 1971. at about 5,000 nilto. 

On tUe otheor haidi Argentina has nuch ak avor&Ula law 
for "hor±tcntal proporties" or condanitfm that mut of the 

coop@?ativon In that ountry are built widar an adptation 

of that 2m4, In Pervi Wn Colombia cooporativo houningj mavu

ituits hava good ccopoiative alWy of the lmid andJ coojara.tivo 
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construction with Individual nmrtgags aompon 1 

are now trying the blanket rortgago "ytemi. In 01110, Vono

zuela, Pananu, Honduras, Jamaica arnd Uruguay the contrary 

is true - there , omumn ovneruhip in cooperatives is tho 

norm. In liraxil wmlti-faaily housing utes cooperative 

mortgages. Dwvolopnents of free standingj single family hcma 

4 havo Iaporato mo~rtgages. ftgardlless of the form of titl* 

we feel thoo difforot Sra!atIon9 are all lagitimte ooc 

orative 7hgas.'1use 141110 VK does have praforaxces 

it has nweor InpoeW these proferancea in carrying out its 

todinical, assistance prog=am witsa the exporiDmtal rural 

lo*-inwwm housing programv assistcd by EMl in Monm$ 

S Oxoerativo 1k= Owmrshig obiouuly takes various fonm.
 

In tho rwtual a~nhpcoops. with singla morbiagos covoring
 

the enire projoatt the coopeative vamber not only shares
 

tho benefits derived from mwiIueshlp in the cooperative, but
 

also in entitlod to benefit from the appreciation of his
 

unit as his share owrship in the coolerative (oquity)
 

inroasos. Singla mortgage onopeativo win#, of cours,
 

rvait bpewlatiom, but at the sam tim they afford the
 

coolerative naer hcpn owner the right to rooIva a reason

able cosqpwotin ivimn he dispmse of his unit. WLhi fundantal
 

conopt, inolulad in all MOR pw'gram In tho U.S. an wall
 

*5In 4Latin horical woo mtowurstoe by ArAC. hi~r roport 

iripliql that only wii. indIvidual titles could one bomft 

4,~.from~ ,~44 npprLitiot. Ibis is not~te as. 
44t M14 JC~vu1OIIporwW 



are 	being carried out in many ccOuf i-,n latin America 
endtaard 	 on
whih idivdul si.Teecan and d
 

bring many benefits that non-cooperative housing programs 

do not afford. Just a few of these advantages are mentioned 

here: 

1. 	 The limitat- ,n placed upon the cooper, tive members by
 

the coops on re-sale to avoid speculation;
 

2. 	 The comunity control and ownership of ccmmnly held 

facilities; 

3. 	 The nrobilization of savings through cooperative memnber

ship prior, during and after housing construction; 

4. 	The association in a cooperative form to deal with 

cc~nunity problems; 

5. 	 Tho multiplier effect of croating other forms of 

cooperativ s such as credit unions and onsuner coop

eratives; 

6. 	 Perhaps n,ov-t significant is the reduction in cost of 

cooperative housing regardless of its legal form. Non

profit isponsorship of housing can eliminate devoloper 

and occaslionally gonoral contractor profit, providing 

such services at cost. 

Therefore,. while coolperative' housing may take distinct 

legal form in different countries# it ne*ertholess offors 

Innumi rablo bonifits otherwise no~t cbtainnblo. Thorsa progrmwn 

merit our past ond continuing auplvrL. 

ft-rftGwrhpo osi projecto represent a 

mt snnificant ootvaof 1Ful progrtw 1T1e projocts 
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sponsored range from the rural self-help programs in Panama 

to the US$9,000,000 Housing Investmont Guaranty Procjrami in 

Venezue]la. Throuqh the eliiinat.on of intermediaries overall 

costs can bo and are substantially reduced. With the excoption 

of the various pablic housing institutes in every Lutin country 

where the lovermniEnt provides formidAble subsidies, including 

low cost or free techmical services, to housing program-., the 

cooperative housinl scrvice orgmizations and cooperatives 

itrnscilves are the other princ.i.pal institutions fostering 

non-profit dcvelopment. The concept of non-profit cooperative 

sponsorship has, to our knowledge, never been qaestionoJ, 

except po:sibly by those who traditionally have taken exor

bitant profits fromn housing prograuns at the expense of the 

consuii-,rs. 

In su, CII feels that cxxo)praLive housing (in its mu].tiple 

mianifesta Lions) u-d non-profit cooperative sponsorship of 

housi))rj (both c.ooperaLiv. and non-cooperative) have clearly 

dunonstL,[l:ed their accptabi :y in cleven Jat in Aneri'can 

couritri CM c Le ,1,'J ]roclra; exist. Wb. _<efl1e A'7'AC reporL 

has, oilnl _) )as ,of f a j.uvrov clfiition, a lack of under-

cuiu v. its broadstamdinj of aflAvo ]iouSin-j in conted::, arrived 

a... ... seem it 

in fact. 

at con ......... asefe.,. thaL Lo utls;s ULantiated
 

3. l i x: IiT 7*1J:r ,H ACJ' Ci.' I'CII A\ -;S J )].'i, ),.,W, IN 

I'' I).jW ii ), ic.:i. :,r o:.' V'in ith)h .; c:-in ll ,r [ ,s
 

pr(>i)}",,]L0,):. [ ) )....I, A IID , i , < hu):- c,1:).ic
 

http:c,1:).ic
http:eliiinat.on
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in developing new instiatutions which will continue to grow 

and expand with local resources an explicit directive of 

Title IX.The contribution of these local institutions in 

providing more housing for low and low middle incme families 

in each country will depend on the success of the demonstra

tion projects now nearing ccmpletion. These demonstration 

projects serve as models which can be multiplied as the 

institutions becom increasingly effective. 

FCH has played a major role in the establishnnt of 

private sector cooperative housing institutions in five coun

tries; .Llndurs, nmia, olomnbi, Venezuela, and ic. 

FCH has also assisted in the establisrnent of similar institu

0tions inBrazil and Chile. The ntumbr of housing units 

constructed by the cooperative housing technical service 

organizations to date has not yet had a significant impact 

on the overall housing problems in Panama, Honduras, Colcmbial 

Venezuela, and Jamaica. However, there are clear indications 

that these now institutions have created new patterns of 

housing production which have the pLotential to make a major 

contribution in the yearn ahead. 

The M1ultiplier effect in Chile. The earliest Pal 

involvement inLatin A~merica was inChile in 1958 and 1959.
 

POIl roproeontativos roooruitndwd Uihe- creation of~ technical 

service organizaitionsl in that country anid AID loan supporL. 

'Zen years later there tire carnpotnnt~ nnd exporienced cooperuitv 

housi,j istitut-Ion3 in Chila producing savert.l tlouscild nozw 

hous~ing unito par y"a with local rosourcn. 1701 and 1ICA 

4 
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of Chile have been joint sponsors of four Inter-American 

Seinaison Cooperative Housing. FaC, INVICA, and TE INICOWP 

of Chile are members of the International Cooperative Housing 

Development Association. INVIODOP is now working with FCH 

on management service. In other words, .the TSO's in Chile
 

have grown to the stage where they are partners of FCH in
 

housing development. This is the type of growth expected of
 

the otber TSO's in Latin America.
 

The cooperative housing efforts inBrazil have taken
 

another form. The National Housing Bank an1 its cooperative
 

division have reached a take-off point. The Technical Service
 

Organizations in the various states no longer require
 

continuous technical assistance from the outside. In fact,
 

they are producing tens of thousand new housing units each 

year with local resources. We will describe this work in 

more del ii later to illustrate the role of housing in 

development. 

In sumnary, the develop ent of systens which can have 

a substantial impact on the housing problem in Lafin America 

reuire considerable time and subtzntial anounts of money. 

ooperative housing can help mobilizo local financial and 

hiunn resources and can be an importanL componenL of an 

of1fectJve housiLng systan. Viewed in tie mcuiner, the FCU 

offorta have helpod create new Inatitubions which do havo 

groat potoratlnl to bco solf-sufficJicnt and ilinko a signifi

canit contribuition to the solution of U:io. housing problemi. 

BLt thia will niOt be truo iE AID nurT~rt ir. witlidrawn aL 

this critical tilzne 
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4. HOUSING AND TUE DEV MPM14T PROCESS. 

The most fundamntal question raisac, by the ATAC report 

is the question of whether AID has any right to use its 

limited resources for technical assistance plus direct loans 

in the housing field. In the meeting beaween AID officials, 

the president and team leaders of ATAC, and representatives 

of EC. on July 14, Sol Chafkin, President of ATAC, stated in 

effect that he believed that AID should not be in the housing 

business because housing has such a low priority in develop

ment. 

The traditional point of view of the average economist 

is that housing is a "consumer end product" and that it 

has nothing to do with the process of development, particularly 

in the less developed countries. This point of view overlooks 

the essential role of housing in providing shelter, better 

family relations, and greater productivity of the breadwinner 

in the family; it also overlooks the role of housing in the 

creation of jobs, the stimulation of the building materials 

industry, the mobilization, of local savings and many other 

areas of develo~nt. 

Perhaps it would be well to restate here a fundamental 

factor of housing davelopmrnt which we in the housing field 

take for granted -- but of which oth~rs may not be awara. 

Housing developiient depends pr~imarily on the mobilizat

tion of rousouroas wiyhn the davoloping oountry. 

Thore fe not enough moijoy inthUi Vrlkl Baik or tho U.S. 

aroury o r e gional devaloj~t w t oaltj Uinrv 
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countries to build the housing that is necessary to eliminate 

the world's housing deficit. That is true if you use the 

conventional approach to housing production. 

What is not well known is that the answer lies in the 

mobil-4zation of internal resources. T1he land on which the 

hcrnes are to be built is all within the country -- an 

internal resource of the country. The materials with which 

homes can be built are found in abundance in most countries. 

The materials vary from country to country -- but they are 

there. The manpowqer is present in every country -- in many 

cases unemployed or underemployed. Theprofessional skills 

architects, engineers and others exist in most countries -

often trained in rore developed countries and anxious to 
,,: , . - : , -" . -: . ,i :': . : !: i i i i ,2 - / ; .: .>,!! : i < :i : . . ,i / ' - : : :. % " i .' - .::i ! 	 .= .:i i 'i : ' , :iexercise their skills. The moneZ (IAh! There, you say, is 

the problem!) is there. It my be unbelievable but it is 
true. It's "Imattress money", or "tea cup money", or "consumer 

consumables money", or pension fun'd money, or drug money, or 

cigarette money -- it is hidden or floating in many forms. 

AID, under the Humphrey Amendment adopted by the Congress in 

1961, was directed to use sane of its resources to help organize 

* 	credit unions and savings and loan systc~is in Latin America 

(later, in the rest of the world). The results were two of the 

great success stories of,m~dern davelollnent, Credit unions 

organized under the program in Latin Anorica -- where the 

people, low incom pccple, are not supposed to have any money 

~, now have assets of more than $100 million., Savings and loans 

hava done aon battor, dollar wiset and now havd assets of~ a 

i , i~ . 
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quarter of a billion dollars -- $250,000,000. Ihis is just 

a beginning! ! 

The housing co-ops are small, but they ;re also a great 

savings device. People save f or down- payments and then save 

every month as they pay off the mortgage and build their own 

equity, in what is for nost people the largest investinant 

in their lifetime. 

To suiiarize, tie need is for 1) land, 2) materials, 

3) manpower, 4) technical skills, and 5) money. These all 

can be developed internally. The external nced is for expxerience, 

organizing ability, and seed capital. The job can be done' 

Since this is a fimdanenLal question, we would like 

to point to Brazil as a case study in housing develonmth. 

Brazil. naw has underway the mosL dramatic revoluLion in 

housing in the modern worl.d. 'lhat is a strong statia-nL. In 

the next five pages we sunmarize what has happened, why it 

has been possible and what the .iract is on the Brazilian 

economy. 

Since the FCfI repuLation in this fiell is at stake, 

it is esscn1:ial to outlino the role of ,EQI in this dramatic 

deve.opn;<:nt. 'T1he FOCI ar tLicipation was a llex3st but crucial 

factor in onc a:rVc-L- of the proi-am. 

In 1964, Ceorgie .clhacLe'r, 11ian ;i Vic, Pre,ddci it of. 

FU SeL:vc '., went, to Lhe city of Bel(o IloiI .zontc in t]1e 

prov\i2cr' ( ' M . .:: , onl ;1l AI.) fI : iii-;] , 12 'lX Ol h. 

Wln n'.l! tl hi u;Lt. ill 1(;ilL 1). W.),]A I wit .IM*i. ,'Nly]tOn 

iV'r:l o: n,'o ;,i1) I . Lim. Uit:hr,:-;( Ci f ( ] 
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Officer of the Caixa Econcimica or savings bank systemr of the 

state of Minas Gerais. George Schecter assisted Sr. Velloso
 

inestablishing a technical service organization for coop

erative housing to be financed through the savings bank 

system and later through a loan made by AID. 'he work he did 

led to the creation of 23 cooperative housing projects in 

the state. At last reports, all of these were thriving coop

erative associations. Mr. Schecter returned for a follow-up 

visit later. I inspected several of the cooperatives produced 

under the plan the follaqing year and was pleased with 

the result.
 

The National Housing Bank of Brazil (Banco Nacional 

da Habitagao or BN1-) was established that same year, in 

1964, to deal with the national housirg deficit which was
 

increasing by 200,000 units per year. fBN immediately 

undertook a program of cooperative developnent as one aspect
 

of its work. Wo FOI technicians served as advisors to the
 

Bank with special reference to the cooperative housing
 

program. 

The big breakthrough cai, however, from officials of 

the flank itself -- which is the way the develorrnent process 

should work. 

With the aipproval. of Dr. Mario Trindado, ))resid~ent of 

the 13ank, Dr. Joao Machaedo F~ortes and his usociates p~tlici

prxitd in an Intor-i'vmrican Sinar on Coperatlvo Housing 

sponsored b - adWIAo-Ci nStinigo in196 
AIt fli ocluejion of Uhe s=1ulmrf Dr. ?brtcss invited thlo 
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sponsors of the seminar to hold the next meeting in Idio. 

This was done and the National Housing Bank sered as co

sponsor of the seminar with FCH and INVIC'. The Housing 

Bank arranged for more than 100 of its middle level techni

cians to participate in the seminar. Dr. Trindade opened 

the seminar with a very dramatic review of the acccmplish

ments and objectives of the National Housing Bank and the 

sympathetic support of BNH for cooperative housing as 

one of the fundamental factors in the Bank's program. 

The following year BNH served as a sponsor of a similar 

Inter-American Seminar on Cooperative Housing held at Buenos 

Aires. The Brazilian delegation took an active leadership 

role in that seminar.
 

In the interim, under FCH sponsorship Dr. Fortes made 

a study tour of U.S. housing co-ops.' Later arrangennts 

were made for a similar study by eleven technicians and 

administrative officers of statewide Technical Service 

Organizations which had been set up with the assistance 

of the 1N1 to foster cooperative housing. The group studied 

cooperative housing in ashhigton, the Detroit area and New 

York and had meetings with officials of the U.S. government 

housing agency, HUD, as well as officials and principal housing 

officers of AID. Thea officials returned to important positions 

with WNI1. 

'The latest report of the National Hous~ing B=an, 13N11, 

refers to cooperative housing ar, a factor In cradicb-Linq 

the Ifavelan nnd odior ti n-ocinl housing mid ricltree: 
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"The housing cooperatives are one of the most effective, 

instruments of BINH in its endeavor to solve the urban 

crisis in Brazil." The report shows that cooperative projects 

represented 11.6% of BNH investments in 1968; 18.6% in 1969;
 

and 16.8% in 1970.
 

Of the 667,000 homes financed through the National
 

Housing Bank since 1964, more than 100,000 have been in
 

cooperative projects.
 

The above is only a small part of a much larger
 

developrnent. Here is the BNH story: the sources of finance 

for the housing program include funds frcm (a) the national 

pension system or "length of service guaranty fund"; 

(b) funds from the savings and loan system set up with the 

strong support of the DNII; (c) down payments of the partici

pants; and (d)local or state sources of capital. The"length 

of service guaranty fund" ismade up of approximately 8% of 

the salary of all industrial employees. The money goos 

directly to the National Housing Bank (MNil) for inveslanent 

in housing. These funds are supplenented by investments 

fran the savings and loan system -- also set up since 1964 

with stxong support of BNU. 

Starting alxust frcm scratch, the Brazilian system 

of savings and loans nowhas lt300,O00 investors, TI

most recent report of the blink points out that "it in 

LTqoftant tW sitress that tbis afvablo MnOL1nt (apr)oXJMntely 

$000,000,000) otherwiso could havo boon dhannokod Wo the 

consunior gootdn riarkot, thus contr~butng U) inairenaa t .e 
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inflation rate ...As it is,such savings are'being anployed 

in investment and therefore contributing to foster the 

country's develor-ment." 

This important factor in controlling inflation is 

acconpanied by a very substantial stimulation of industry.
 

The BNH report says: "With regard to the building and building 

materials industries, it must be pointed out that this area 

of the Brazilian economy isundergoing a thorough revitaliza

tion, thanks to the housing and sanitation programs and the 

building materials financing program." This program has 

promoted invesimients with a total value of $500,000,000. 

In 1970, the participating housing agencies received added 

financing inthe amount of $80,000,000 which was used to 

generate investments with the total value of $600,000,000.
 

Thus, the housing revolution has stimulated the building
 

materials industry and increased employment, both substantial
 

factors in strengthening the Brazilian economy. In addition,
 

more than 3,000,000 persons twe bonefitting directly frcm 

the nmi housing stimulated by the National Housing Bank and 

are either living Intheir am homes or Will be living in 

these ham~s by theo ond of the current year. 

Another factor that isoften overlooked, is the affectiva

noss of internal financing once n program with technical
 

assistncoe and Institution building has deoloped far onouqh. 

Thea DNU report says "i hudb tosdUy i opro 

roolcY BI fr inernatia itlei roor.osj 
-h Vjflo 1% of rmdttl hsN^r oWafins 
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that the National Housing Plan is being carried out with 

resources accruing frcm internal savings for all practical 

purposes." Eight tenths of one percent would total about 

$13 million of external assistance of all kinds including 

technical assistance. This was a small investment in the 

housing revolution. 

As is well known, Brazil has faced a fantastic problen 

of inflation. To meet that problem, all of the housing 

investments by BNH are tied to a program called a "'monetary 

corctionp1 and a "salary equivalence plan". In other 

countries these programn are known as "mortgage correction" 

or "maintenance of value". In essenco, mortgages are repaid 

in money adjusted to current value In line with a oost of 

living iWdex, a salaries and wages index or swo other 

appropriate formula adopted by the govrernmient for mortgage 

repayments. As a result of this program, capital is readily 

attracted to investment In housing and there is no danger 

of deopletinj the capital investint of tho MaH because of 

inflation whiich otherwifei could deplete the capital of 

the Bank. 

"In Drazil", Dr. Trindsde declared, "the very high 

rate of inflation had caused the Brazilian peopl to forgot 

the old savIng habita, thus deprivIng the goverrmont of 

one of tho insL inmportant and traditional pillarn of the 

hounr indutstry, that in to nay, tho privioaa capital.' 
-------------Th has tnckled other dirootly roloted rAlmw 

In wator ouujipy nv anitntion. An - a~ rosult of their ivcist-
I, ''': <: '' Y ?i ? i ': !

J. i : : 'i:- -: -, ,- .<. .... .. ... !''S " "- : ' : .... .... ... .. 
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ments, "fourteen million poople in approximately 280 cities
 

are now living inbetter sanitary conditions. By 1980 it
 

isestimated that mcre than 63,000,000 people will benefit
 

from such programs enjoying more adequate water supply and
 

the basic sanitary program of BNH and all of that witIot
 

expending a single Menny of the Federal budget."
 

AID PRTORITIES, TAS,, AND SUPPORT
 

The Foreign Assistance Act of 1961, as aended, states
 

that,
 

The ogress... declares that in the administration 
of progrann of assistanoo under this Act, the 
highest pract-icable arphasi should be given to: 
programs providing for loans or loan guarantees for 
use 1)y institutions and organizations inmaking
repayable Io interest rate loans.., for the purchase
of small farms, th r-ae fhns the establish
ment.,uiprment a s ci j ih ofamll indep ndent 
business conoorns... 

Itfurther states that, "Manum effort shall be made in 

the adnistratlon of this Act, to stimulate the involve

ment of t1e pooplo in the dovolopnent process through tho 

oncouragaient of domcratic pairticipaticn in privato and looal 

govermiont activities and Inutitution Wuilding..." 

Flially, the Fureign Assistance Act of 1961, as anded, 

establishes priorit.t'm for disponsing assistance by' stating, 

* i... the firs't objects of asufdstanco shall be to support U-e 

efforts of loss daoe!; couitries W.nmt theo ftnchnental 

nwso ~oxM;1sfrnfiln fooxt good health, 

lBoth tho Iltwn~iriy miion1t and Titla XX ro-unlimsiza 

UMs roln Of MqparatVmu in (Develogzmcno 
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*~el ' t F o JC -. 

~It is larten tat Uie QCngras has helpod AID 

to establioh its priorities. mrthennaro, it is also clear 

that "thcu ownrshi2 and decent housing" aro aw the 

2:Lmax objecotives solected !U the Conrsstoboroipi

entof UasisnoUe~ AD. ATAC, in "sotting" 

priorities for AID, has called for abandoning housing ar4 

cooperative housing davelolznot by stating, "In our judgo

mnt, ihetiior viewed fran the stanpoint of housing or 

cooporative dveopmnt, there are more advAntagoous uses 

of AiD r- 3ources. 71M ,vostinboi contrest, that the 

pollcies of AID a" the Intent of che COmgros with respect 

to housing are abxndantly clear. 

walla .. 
Senio Vice Want for

Intarnational a1f L 
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POINT BY POINTP ANALYSIS OF ATAC REPORT 

Evaluatinq the Programs of FCH Services
 

Prepared by
 

FC Services, Inc.
 

After reviewing and analyzing the ATAC evaluation
 

of AID Cooperativo Contractors, FCII Services, Inc., has 

prepared the follc.,,ing docuii-nted response to specific 

points raised in tli ATAC report. 

Unfortunately, ATAC, upon returning fra-a its field 

studies in Latin 7o..rica, failcd to imet with PCH, to 

assure clarification, accuracy, up-dating, relevance of 

its data, and thL nccssL-y caiupreliension of FCII programs, 

goals, and activities. 

It is hope×d ULit the informiation contined in the 

foll, .ing 1aiges will eivible ATAC to betlter umd.rstzind 

the objective-, and acco-iip].i!:imints of t-he IEi IiLin M-xican 

prjrzLuu and tc ir relat'on to th owral 1 IiO]icy and pro

grams of t]e ivjency f( r TnteniLit.-ornmil l)veiolpiint in imple

menting oreign A,:;i stince Act of 1961 a: u 'nr]l ;1nl 

pxart ciulm-y Tit 1v, IX. .Iti:; furihicr )]Djxd t I. it: ATPAC will. 

gain i bLL " ul v,w ui ofr tIi" ] )tL(1 ,].of Lhwi FC1 

tJl.l'; for c:u01tI" lit ill'I I- te,ye;r:: r(h1(u L.ioil()-,( to a1 ill 
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In this analysis, the points raised by ATAC have 

been divided into four categories: 

1) FCH PROGRAMS, OBJECTIVES AND ACCGMPLISID =,S. 

2) AID PRIORITIES, TARCGES AND SUPPORT. 

3) ACCPTABILI'IY OF C0OPERATIVE IOUSING, AND 
TE INFLU]CCE OF COOF.RAIVES THE 
COUNIIY. 

4) COOP\T:AT/, HOUSING -- ITS PL\CE IN T1E 

DEVELOP; INPT PROCESS. 

Finally, FCII feels compelled to point to: 1) faulty 

comprehension of housing cooperatives and their 

acceptbility; 2) misunderstanding of the role of FCUI 

in AID programs; 3) inadequate research; 4) inadequate 

sampling; and 5) failure to docuncnt value judgements 

relating to the utility of FCH-O'ISO cooperative housing 

programs. 



FCH PROGRIS, OB01XTIVES AND ACCCMPLISIHMTS 

PROGRAIS, OBJCIVFS 

The criticism rnade by ATAC on FCH programs indic(ite that 

the authors had a rather superficial idea of FCH and AID pro

gram objective in the cooperative housing field. 

FCH Services, Inc., in its international program seeks 

to stimulate the creation of housing for middle and lower income 

families through tho use of cooperatives and cooperative tech

niques. It is not in the home building business per se. 

Its programs aimed at acccmplishing the aforementioned 

objectives include: 1) Traininq, which will provide cooperative 

and cooperative housing skills to technicians and cooperators; 

2) Institution Buildinq by assisting the creation and develop

ment of Technical Service Organization (TSO's) equipped to 

provide the technical, organizational, legal, financial and 

managerial skills needed for on-going cooperative housing 

develoimnnt; 3) De.onstration Projects. involving the organi

zation and construction of dennstration housing cooperatives 

both to provide irodels for future projects and to serve as 

laborator.is mnd training grounds for TSO staffs; 4) Otherwise, 

working with AID, AID country nmissions, and the national housing 

instituLions of iatin Awrican countries in studying and recom

mending inllio-dLs of assisting faiilies of limited rxmi s to acquire 

nore saLisfactory shelter. 

http:laborator.is
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1) TRAINING 

Technical assistance that hopes to make a lasting impact
 

on a country must train local people so that they themselves
 

are capable of developing and carrying out programs on their
 

own. This has been an important aspect of the FCII coopera

tive housing programs. It has involved in-country, on the
 

job training for technicians and cooperative specialists in
 

connection with the organizations mid construction of demon

stration projects. It also conducts a regional training program
 

under a M4morandum of Understanding in collaboration with the 

Organization of Antrican States and with AID.
 

ATAC has callod for the phasing out of the FCMI regional 

training program. The report states that "(The training program)
 

has, hwever, had a sufficiently lonq time to have made its 

inpact, and should now be phased out. "l 

'Trainig in a field as complex as housing is not a short
 

term unde(rtaking, a fact recognized 'by AID, the Inter-American 

Develorinent Ban]k and the Organization of Anerican States, all 

of whom have supported -nd participated in tlins proj:ram. 

This program which is headquartered in Washington, not 

Bogotacas ATAC has stated, is reaching coopcrative housing tech

nicians and others concerned with housing throughouL Latin America. 

p. 134
 
I 
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FCH believes that as long as the Latin American housing
 

deficit runs in the terms of millions there is good reason to
 

continue this program as a means for preparing individuals and
 

institutions to help alleviate this need.
 

This reco~mindation to p-ase out tiis progrim was evidently 

made without any attempt by the ATAC tean to understand the 

scope or importance of the program. For exanple, the Director 

of this training program was never interviewed or questioned
 

about th-e program at any time during the ATAC study. 

2. INSTIIUTII BUILDING 

One of the mjor asp/ects of the CI program lies in the 

field on institution building. FCH has helped to create 

Technical Service OrganizaLions in Colcbia, Honduras, and 

Panama, the three countries covered in this study. 

These are local, private, non-profit organizations with
 

a growing capacity to generate financing and provide the tech

nical, organizational, legal, nrnage :ial and financial skills 

needed to carry out long ranre progrms i" cooperative housing. 

Wnile on iU : one hand, ATAC cal.; for continucyl support 

for institution building, on the otier it calls for phasing out 

AID support Lo these vital orga izations in the housing sector. 

The repor t s tat;s -- "All) s.houldI (mlt si/c c(xIrativye 

institution 1 ...hoWl of (cevi(x:A!_]aricultural,diiri in terImI 
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cooperative novements and in fosterin2 cooperative develor2nt 

generally. ,,2 FCH regional activities are strongly directed at 

strengthening and supporting national institution building, a 

program supported by ATAC. It comes as a surprise then to read
 

that "...the (CI).progrim be phased out ... at Least with resect 

to regional activities -andcountries surveyed...,,3 

If this were done tho support and guidance ECH is rendering 

to these relaLively new institutions will be lost just at a time 

when they are becoming involved in the intricacies of the AID 

Housing Investiint Guaranty Program and are att-roLing to 

obtain local capital and organize new cooperative housing programs. 

ATAC asks, "whetlhpr credit unions might not be a potential 

tool for mowr-e extend.ed acLion to stimulate savins for hom.e 

acquisition..."~ EC concers wholeheartedly and ,.ould like to 

underline its efforts to pra-ote credit union activity both 

for the savings of do,ni-payments, as well as secondary mortgage 

functions in stiniulation cooperative housing, primarily in 

Colobia. 

It hat- also or]cd with the credit unions in Panama. In 

fact it was -- edit union we!iibers in Los Pocitos who participated 

in the cooperative rural housing prcjram there. [he credit tnion 

also served as the fiduciary and adinistered the revolving fund. 

2 
p. 3 (Rcconnviyh.;t:ion 3). 

3 
p. 4(c), p. 47 (c). 

4 
1). 69. 

http:extend.ed
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However, it should be pointed out that cooperatives
 

themselves generate substantial amounts of capital for housing,
 

and that credit unions are not prepared to render the kinds of
 

help to housing cooperatives that TSO's can. The TSO's which 

FCI has helpd1 to organize can and should YAve a substantial 

multiplier effort in years to cane if they can be adeguately
 

supported for a reasonable length of tirme.
 

3. DEONSTIZATION PROTEOPS AD MfE IIOUSING MPICIT 

In the C1 program the organization and construction of 

danonstration projects serve as models for future undertaking 

and even more jmportantly as a means of training the staffs 

of the 1--chnical Service Organizations by having thcm partici

pate in all phases of cooperative organization, financing, 

planning cons Lruction and management. In other words they are 

tools in the ATD/FCII Technical Assistance Program. 

However, ATAC seems to have miss-d the point and evaluates 

Fc as though it were a developer or 'builder and criticizes FCH 

for the small number of housing units built under these proranms. 

Even in doinl this tlc, grossly underestinmatcd tU(o nuA)er of 

units coimp] 2Lcd. 

a) flou.--nq ProucLion 

The AAC rert s LLes: 

ji t-ll.
"11v A'I) -c... _..coc,''rative holsing in the 

countric:2,-; v.i 2!:i I :(,n minor. ,, 

P. 75, p. :12"1. 



-6

"FC cooperative housing proqram -- built only 

a few hundred houses." 6 

"The total of houses built or under construction 

is about 600 for the three covutries." 

In the three c untries ATAC studie-,d (Panama, Ponduras, 

and Colanbia), FCH-assisted housing mrounts to 3,085 units -

more than five tmes the number ATAC has credited FCI with 

doilg. If the number of hoies in the develoj-mnt state are 

included this totals 3,627. 

While F1CH is cognizant thit even this increased figure 

does not relieve u. suffering of te millions of families 

lacl . -e housl it hs inprroved the shelter of some 

14,000 people. 

ait, the FCI prograrms have ben focused on institution 

building, training and education using a limited nmber of 

demonstration housing projects prinvirily as a means of trainilig 

the staffs of thle local technical cours( orqnmizaLions so that 

they i turn can provide Lhc leadcership and the organ(izational. 

skills needxeod to carry on expn)12cd lous:,-i.j.programs in the 

future. '.lhe mul.t:iplyingr factos are:os;t importmt in the long 

range progrE111. I,Cy e not qu[CI prC: tar1 thereFoCC Lifii ale and 

ATAC is not ju;ti Cied in evaluation of 'CIl acconplis,:rncnts solely 

on the Wxisiis of the rumber of housjjiig unrits built uner these 

prc.!jram. 

6p. ].7. 
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In criticizing the demnstration projects, ATAC states 

that the "Contractor's programs tend to settle down on 

emphasis on middle-class and even upper incow. housing with 

maids' roams, etc."7 

However, a little research ould have shown that, of the 

3,085 units completed, 54% cost under $1,000, 56% cost under 

$2,500 and 58% cost under $5,000.
 

Middle income Housing
 

The two projects inHonduras which draw the fire of ATAC
 

cost frcrn $7,500 to $8,500 for a three bedrocom hctne. This is 

modest by U. S. standards and these are the only projects in

volving AID loans that cin be considered pr~inarily as middle 

or high-middle incone housing. Purthermore, the cost of these 

homes resulted from circwmstances largely beyond FCII control. 

This is admitted in ATAC's state nt. "High costs in'sa e 

instances are less tho contractor's fault than the result of 

delays andt cmiplications involved inprocedures of AID and other 
oranizations providing fi cing and othersu or. 

Both the MICprogram and other AID housing programs have 

assisted saim middle-inons families to acquire housing. Such 

families also need housing and often find it as difficult to 

p. 33. Tho houisinq in questi~on was provided to families for their 
own use. Zh. £uilias dotermino who occupies th room, whotho
 
childr-n, s-in-lw, or pots.
moho . imiaS, Fux.Lhormre, servants
 
are onmon additiono to X4Xin fmnilies at middle and 
oven
 
J.ow-fiddle inco., 
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their statement "It appears that LM buy coos because it is a 

way to get financing for a home (often difficult in Latin America) 

or because not many hanes are available on the market."8
 

On the other hand FCU has assisted larger numbers of 

families in programs for lw-middle and very low incmne families 

both urban and rural despite ATAC's criticism that housing projects 

intended to deal with the urban housing crisis were squeezed out 

by_ pursuit of easier middle-class housing projects,9 and that 

the FCH program did not show prciise in any of the countries 

observed of makinga significant jnot on ow cost urban housing.O 

Lw-Incme Housing (Urban) 

At the request of AID/Panama, FCH helped plan and Dssist 

the Panamanian National Housing Institute (1VU) to carry out 

a sites-and-service and shell-house program for squatters which 

resulted inthe relocation of over 1,000 of these unfortunate 

families frcii squalid urban slums tq an urbanizod sub-division, 

Nuevo Veranillo. ATAC insinuates that the program failed and 

"--has been susnandod and the Sovarment Is proc on a 

program without FCH along diff.aret ines-.I"11 Actually, this 

AID supported program was successfully ocwploted and 1W went on, 

with this experience under its bolt to prmoto similar program 

p. 133. 

p. 21 

lp. 75 

p.127
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in San Miguolito are, other aa. Furthewrzise many uraqoyed 

residents of Numv Varanillo were provided jobs, received job 

tra.Win and leaned now skills as a result of this project, 

particularly in connection with the prodtiction center Ohlch was a 

unique feature of the project. 

7he fact that others do not agree with AC's opinionn 

of this program is evidenced by the fact that FM~ was askeod by 

the Cola4Amn National Housing institute (ICT) to assist withi 

a programn of production and axteuimn cooperatives. 2hese ane 

intended to help increase eoncuic &dovopimtin condary 

cities so that inhabitants can gain inooou necessary for heusing. 

Wa~liddle Income Houss (Urban)I 

in their effort to pin the iddle and g3L middlo inomu 

lable on Fp~H AVC saw. also to have overlooked1 the urban 

cooperative project at David, Panwm with hmume costing U2,500, 

w~hich is now being expanded, as wall an the projects in Venue 

City and olon which are now nearingcoltin 

As in the squatter relocation progrm# FCII also Initiated 

and assis bod in rural cooparative self-Wep howu OzavILn 

and housing oonstrction progr=s for lcwobicum oisi 

in dlacusaiag the rural cooperativo in Pumo NM states# 

"2he rural cocertives in Pmwmn MM~~a to b* Mgaroonatructlon 

gooMMratveus therg are no on-woIav ue "-* 12 

12.1324 
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In the first place, FC1l sees nothing wrong with "construction 

cooperatives". (The homes were built on scattered plots of land 

ownfed by the canipesinos themselves). They serve a., very useful 

role especially in rural areas. Furthermore, it should be pointed 

out that the Los Pocitos rural cooperative housing project which 

started with a grant of $3,000 -tobuild 10 dwellings at about $300 

each has now financed sane 24 dwellings solely from the repayments 

of principle and interest by the members without a further injection 

of capital. FCil believes that the revolving fund and the cooperative 

organization administering it certainly are providing an on-going 

service. More importantly the project has served as a model for 

*the present rural housing program which I already produced 359 

rural dellings and is still continuing. Furtheimore, those who 

participated in this programn received training in skills which have 

enabled than to further improve their modest homes and to assist 

others in the ccnmunity thus contributing to the project's 

multiplier effect. 

AID PRIORITIES, TAPGIETS, AND SUPPOIW1 

The Foreign Assistance Act of 1961, as Amzended, states that, 

The Congress ...... declares that in the administration of 
programs of assistance uner thisv Act, the highest 
practicable emphasis should be given to: progras 
providing for loans or loan guarantees for use by in
stitutions and organizations in mking repayable 1w 
interest rate loans... for the purchase of small farms, 
thoa 2urchaise of homes, the astablishment, equipment and 

Dreflgthuing of srnail independent business concerns... 
#I.furtbar stbtes tht "Maxijnun effort shall be made in thoadminis

trtion of this Act, to thnulate the i*volvcriinL of the. pocople in 
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the develoiment process through the encouragement of democratic 

participation ini private and local governmlnet activities and 

institution building..." Finally, the Foreiqn Assistance Act of 1961, 

as hiiended, establishes priorities for dispensing assistance by 

stating, ".... the first objects of assistance shall be to ,uppOrt 

the efforts of less developxd countries to meet the fundamental needs 

of their peo:plcs for sufficient food, good health, home ownership, 

and decent housing..." 

Both the llum]hrey Amendient and Title IX remphasize the role 

of cooperatives in develoi-ient. 

It is clear then that the Congress has hellxx AID to establish 

its priorities. Furthennore, it is also clcar that "home mncrhip 

and decen: housiiyr" ire anon, the primar objectives selected by the 

Congre-s to be recipients of U.S. assistance throuqh AID." A'I'AC, in 

"setting" priorities for AID, has called for abandoning housing and 

cooperative housing develoment by stiatinq, "In our judupent, whether 

vie ,d frcn the stanclr]oint of ]housirnq or coox;raiw-.vc developlent, 
1.3
 

there are l.sc,; of AlI)uo-- 2-ci(:ous rc;ourcc;." 

In its reccfifdatiuons to AID, g.VAC' states "1Prcxras.... 

should ])" in:ti;t:1t:c. .... to ,stablis]t v.Ki] o-qaljnJ,(xJ and viable 
1.4
 

2_O_.--leLve lnvnj2nt witc .. i; . ) rn:icuture. Whi.e FCII 

supx)Lt110 dIVk,' ,f1,nt of agricultu.rLal )op-raLives, it does not 

13 
p..3. 

14 
p.4 (Poecuwx idation 5), 1). 38 (B.). 

http:coox;raiw-.vc


believe that these cooperatives and cooperative housing programs
 

are mutually exclusive as AID-supported programs. Furthermore,
 

the United Nations has projected that by the year 2000, 80% of latin
 

America's inhabitants will live in its cities. Would this data not
 

justify further support to urban develoxnent and housing programs?
 

ATAC's rationale for curtailing support to cooperative housing
 

activities appears to be sumnod up in its observaLion :hat: 

"Concentration of irones spent on relativlvs housing and 

rural electrification projects has meant that the bulk of program 

n._rs of pxople..."15have reachem] relatively -sr ]l niexpenilitLures 

Naturally, demnstration programns in housing req]uire substantial 

outlays as do prototypes in Yni-y fields. 

However, such initial expenditures are necessary in providing
 

the teclnical assisLance and training which can lead to locally
 

initiated and financed progrms o(' an on-going nature. 

Curiously enough, ATAC supports rural eectrification programs, 

which it has identified along with housing progrms as reading 
16 

relatively smll nu;it, rs of pcople. But at the saitr time 

reccnon-cs phasing out prograim which provide help to ]xcople badly 

in need of shelter. This, despite the Pcmdates of Coir!ress mentioned 

earlier. 

15
 

p. 14.
 

16
p. 26.
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Rural Housing 

ATAC correctly supports aid to the canpesino: 

"'The canmsno.... has not the w._.nr to for his ovn destiny 

or to create his cun coop.,n. The future of his c'concmic social 

pj-devJo' and cxLont to which he lxi]. to partierateint te behoi]e 

t who cd. This scine deoi-ndsin its sharinq Cc,-;:,nls uxon vie... to extent 

ujon -AID and t .- of lrojrmfitfOlohl-.tes in th liqht of 

Title IX.,,17 

ATAC's research sh1ould have rcrcaed the imfortance of FC11's role 

in assisting thc. rural residncits of ]?arnma with their housing needs. 

Are Private Ente-rise 

ATAC's misunld-rsLtudi.ljg of c o o2ratives bccomcs cvidcnt in 

this section of thcir rcrxn-L. It states, "AID also has, hov,.ver, 

a broad mn-ldaLo to protc2cL ]ivato entoerpvise. Whiile thi.s should 

not ]cad to di.sqcdinination acpmst the om.oj) form of usiness..."]8 

Whiat are cooperatives if they are noL- private en:e:prise? Did this 

misunderstan]iig of coaperlires color ATAC's obs.;ervations, r-esearch, 

arK] recai.ndaLn,;ns? Ci Lainl,, a quick referenme Lo He Foreign 

AssisLance AcL of 1961 and tc¢ IiuniPhrey a.lA:indfjYt :hould have made 

the thii-ing of: :lhro C')bs)nres,.;s c]cear on this poin11t. 

In'stif-ution 111]]u!i lrw;an rp(bn 1:.ii iU .i i nal 2upJorL: 

UW1lc on Ih.ir on. 11,;11, 'IAC. ca]l]; for conitinu,,d support 

for i n,;ti.tut i 1kLIiding, on die other it calls for phasing out 

17p.88. 

'181,.89. 
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AID support to such vital organizations in the housing sector. 

ATAC states, "AID should cmolhasizc oor rative institution 

building.. . in teinns of develo rj aricultural coot~rnrative 

invEacnts and dn for erinq cdeVr(t1v d]ev orj:ent qejn5Crly." 1 9 

FC1I regional activities are strongly directed at strengthening and 

supporting national institution building, a procjrmn supported by 

AThC. It covtes as a surprise then to read thzat ".... the (FCII) 

pro;ren be ihased out.... at least with resTYct to rcxional activities 

and countri,t surveyed.....120 If this is done how will AID render 

support to national Institution building in the housing cooperative 

field for vhich it has a congressional mandate. 

To siui up, MECfails to understlid why ATAC should rnvke 

reccmnendatiens on AID priorities which oontradict those established 

by the Congress in the roreign Assistance Tct of 1961 as amended. 

ACO:EFJABI] ;[" 01' (DOP];IIPIl!V]E I[0,<STT' G 7V\D '1iE 

Few jitcms received the attcntl:ion ATAC gav to its unmwAupported 

observation; that coxgr-rative oLu:iiing is not- readily acceptable to 

tle famnil:ic-; for woil it is dThencd. Thi ":iupressions", "con

clusions", and "o1-':r-vitjion8." of ATAC i this area cme as a surprise 

to I)'CJl, pmticu]a.'y .in the ab;encc of any dAta 1:o :upx'rt these 

conclusion;; i.e. 

p.3 ( i: ,i I, d. ion 3). 

20p.p4 (c) , p'. 47(c). 
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"Progrcn encounters substantial resistance from Latin American 

preference for inclividual mnorshi2 as compare<d with cooprative 

ownership". 21 

"We caincd the ipreossion that nmstjeoF]e, and most oerativists 

in othr fields, want their o ,.n house {i~th their own individu]. title". 22 

"If AID rc-avru.s cdvelomtcnt of ... , coojTora.ve hous n___.q aas 

leg.:tima e objective of its p io.ir<u, the FCpIprocTram provides a 

weli-ol- U)icd and wPtevl oilci for its achic:vannt: 

to tie extent: lliat .esistan..to this form of home ownership 

23can Lx overcomew". 

These stzttc;rc.nts appear to reflect ATAC's own resistance to 

cooperative home i;ownership, not that of cooperators and other 

cit.izens of the countries surveyed. FOal questions the validity 

of the.7e statanents since it has not encountered such resistance 

from ryi0p]e who aunt homes. '2H wonders as to tie size of the 

sample interviev. i(], wiat coop residents were interviewead, and where? 

ATAC assumes that peolp( buy coop husing only in the absence 

of allc-na[:ives. .he report- s.tates: 

"It appa!ar-; evidenit that 1n1My buy cCO]Xperative lc;s not 

becalume thc.y are aL:tracted by c-oex-rat-Jvs 1_ se, hut rather 

because it is a way of cetticn9j financing for a hame (often difficult 

in LAt.fin nmrica) or bcaue.,- tLhere are simply not irml hmaes 

avail]Able in.1he iturket",24 

2 1p. 33. 

22 p. 741-75. 
23 

24 23. :33. 

http:coojTora.ve
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This conclusion of ATAC's ignores the fact that thousands of people 

in Latini America have voluntarily formed housing coo-eratives over 

one means of generatthe years. l'1rtheimnore, cooperatives provide 

ing capital an thus financing, which ATAC adnits is difficult to 

obtain. 

in the U.S. and in each of the countriesThe FCII experience 

has shown that people likein Latin America in which it has wor]ed 

an to live i it.cooperative housijng wh]en they have opportunity 

ATAC idcntifies benefits in the single--ortgage systcm, th]en 

calls for its exclusion fr.m AID prcrjrnis with a curious contra

diction of opinion-. The report says: 

"Another claim-.d advntacqe of tlie c jyrative cavumwiity i's 
c(oUon (sinle titlethat its resid.ints own i-he whole c..tnity in 

and nortqace), rather thaindividcual, tit]es and mlo aq... This 

does make it psssible for t-le comunityi as a wIjole to set its 

rulos as to mnnteiance arid i_jrovouIeH:L of.pro.mY. It al o 

im.2 (for) scu]atJionprQventsX_)yc fr-m buyinq ho.nos ]j on 


rather than i-lrtret in liviniq in the colnlUnli 2
 

But then staLes:
 

"'11e ohj( rt should :-e houirn ,,d1 not- th., !mIAosition of a
 

Io?,ne o~nCYh/, sy-,L;tCiii thal; niwr)" not 1xo in aco-rd with local or 

251). 132 

2 6j;). 136. 

http:of.pro.mY
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FCH would furtther point out that speculation frequeantly 

causes housing which has received favorable financing or even 

su)sidy to app,:ciate to a point where the families of the iicane 

level whcai it was intended to servc cannot afford it when it is 

re-sold. This is parLicularly true in countries with] large 

housing doficits. Uncer FCII prcjrams, coop homnr owners build 

equity and can often, with coop approval, Lbmcefit from appreciation 

when they nusL sell. On the other hand, coolvratives discourage 

the speculator frcm buy:ng simply to realize an unearned profit. 

This was nowhere noted in ATAC's report. In short, the lxbve 

illustrations of coope.rative housincg readily L;hew why it should 

be support-o:! arid not de],..x']from AiD prcyjrams. 

In a further offo :t to show the unacoeptd.ility of cooperative 

owniership, ATAC s Laces, "Even n or(TenizCrs .,nd leadrs of 

other type:; eo w:fouIdenl-tia.nn ct- o0 ofck.YpjY, forL tic CY).e 

h,n:o.'wncr1ii) [o Y:/ i qhti" 28 1"ci is very jnt-erest(,l in this 

stat~v.cnt , a-rd after" I:,nYoujh reviecw of thlis .rqrt-, fi ncs that 

no'v.,here arc., LIier,e a .'.<2L-iJ and ] ,ad,,r:; .i]ci Li ced; n:itl r are 

their ccxrLtiv,-; or o-gal .izations;. FCII %Uoi s-,;how Iltny such 

iiilividua]C s '..c,; :intervir. ;]. Is threr in Faict any dati to support 

the conclu;.ions ATAC h is mLade relative to the acceptabil ity of 

cop. raivt. nu:inq? 

2 8 p..133. 

http:w:fouIdenl-tia.nn
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Influence of Coojx'ratives
 

On the subject of the powerlessness of coolxYrtivos, aCU,
 

while not ch-i-.lencjingj this "conclusioii", v~ould like to 
illusLraLe 

hwinfluumm it been achievad by sccc.~~?-rtive groups. FE111MVIL, 

th10 1,l1oluri Federation of Housing Coeyc-:a LJ.ivc,,, sLuched by ATAC, 

wacs cable to cv-di- presidcnLial cdite'spuLfor its vork 

when' Yr. Osctar Pi-nLo, its Genecral 1,,macrjcr, socihL out the twco 

candidates dttviig th ~naign pc~ri cx]. ProLh cc -ImilLo~d thme,1lvos 

to a .isLtinc;j coco-Yx-2raLive h )usjig clevc3.opmicnt and s-upportinj thc 

C00jVaratiV, ]uD1c_)u Ctoriiucj 


a coopraLivc, 


invliivri Uloi into oiffice. Ccortalinly 

01r croup czan exert a gjreat dcal ]iro influencA2 than 

can in:] ividu iih;. 

Con fedor)a1:in of__C-iyrraLivocs 

lIn res Di , to Nr~'statanent that "alx~;e the feduo-ion 

love1 )x) colr Lcoxi;of 'Irm~,i *cre-tA i'l my c-F Hle 

Six:coniier", 1C! \%oulc1 call-7fY,7 CL-tlil Loo TIPJOD, 

an arolc a 01 -;) 'S ix, ftvsu ,Vi' ChoF ' 1 ,k .1o~ih , Jo, 

and LI ic: thitA'd ttcs TIJ, vv.'a fo nlw\ .ill ord .1o i Lo (chnlI Cal 

and CC)i@l e~hiw;aid l .infOout_ , ioll ilid t o iiVrIe 

cc.L~u LveIrmcv; i li;*V.'n 'lit telinq ;in'Id ini wiion1 an~d 

to ndr kcc; eitichusn lv.ill i(Jih,; arlidri'i:tilI~ 

illfonmtfoI .ioi C 1i ''ve] ,y .iii oKl I'dil r iiT]( ;JAckr 

29f)1 
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their own bodies to ix-)rform- these services. 

Finally, vv wcre surprisecd by7 a graCluitous ccinrnont by XI1AC 

which st.ates: "Thlis Cc Vec1,-o'-j it (crwkarmoncT comp rnc icrs) 

isti1-r1jm- for __inv rii-iwr;Dnt ait J T.-tin Acia 

_counLries, Lorr i s ti cY arc lyq ]istnLrm,_1i ciivisio.cr; of all 

sor ts" 30 FCH feelJs thait tis. Tdos noL p~ sicinificantly to 

housincj ccomcraitD\,cs. Thei annual confereo~Cs of coopearative 

housin-I orclanizationms foi~cnmruY countries. tlurou-jliL Latin Amrica 

whlich hcwo Lx-n hcld for tie paist sevcen years, certainly does not 

suppo).rt TTAC' s obser-rvation. 

CODPEMR/1.V' HJOUSING: ITS PL7\Ci, IN~ THE DI.EVJP;,I"NT )2mc;SS 

'fo topics remain to ba discussed whAich FCII bLyIieves wcre not 

coveredl sufficiently in tlu 7,YiC reor.t. The1so c wih the applicva 

ability of coxaLvsin futrL] oring the- dcveloii %nL ioosc in 

1Latin 7;c-xim mya he oF inani alu ecox_).:r~tiJ.vcs fuiliehring dcinocracy 

arrI the OCsIOCratLC pIUUcC.ss., :hr, the counltries_, in wh.iich theoy aire 

A~W~{~~ na Ll )( I the attcL.( Rin(:igv(!n t:C) cxcorK.YraLives 

at thec Punta dci K le C f o s in .1961: 

fh11h( h OFIiieii 6-(1 (c~ rmlFeeco) of Au-nwst,Ch cirt U17 Oi EfA;L' 

1961. thc' ()f 1.1- Al J ;ij: I,),ra Pr x 'l 

p. :101. 
30 

http:pIUUcC.ss
http:suppo).rt
http:ciivisio.cr
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recognize for c.%xple that coops are institutions that should 

be strengthened for'the incr1asing 'and effective use of domestic 

resources" ,31
 

It is significant in supporting this statement to note the exemplary 

role that housing and housing cooperatives can play in furthering 

the "increasing and effective use of dcmestic resources". 

Housing comes close to being a ccmplete econanic undertaking. 

It employs labor and creates jobs, it generates capital but also 

helps generate a system of financing, it utilizes engineering,
 

architectural, legal and menagerial se-vices. ousing construction 

requires tools and equipmont, electrical supplies and components, 

plumbing and materials such as steel, cement, stone, %ood, and 

other domestic products. Furthermore, the new home owner provides 

a substantial market for applicances and household furnishings 

of all kinds. Particularly 4n its cooperative fomn, housing 

would appear to represent exactly wlat the Chartor conference 

had in mind. 

The direct and indirect benefits of cooperatives and 

cooperative housing could in thamselvos be a topic for major 

discussion. Nowever, it is the raC intention only to respond 

to ATAC' question and subsequent answer, "1Lstis success 

(dzocraR4 carri4d over into sociotion in Aiich theso coops 

33p. 940
 

32[) 102 
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measure and identify,and iq ,.
;i ~toto mossible to quantify. , • rthangible benefits of cooperatives, are at best difficult 

What happens to a family when it nmves into a housing coop

erative? Is there a side effect or direct effect on the society 

in which these families live? Many pe6ple who buy homes in housing 

cooperatives frequently have little knowledge of cooperatives
 

when they purchase their hanes. Often they buy because the coop
erative housing unit represents a good econcmic value and sanoetlmes 

a unique opportunity for than. Often they have saved for two
 

years or more in order to satisfy the downpayment. Once they 

occupy their dAUing, the family is exposed to mutual decision

makling, beccnes body working for a ccmnon andpart of a good, 
soon learns that inits housing cooperative, itisa member of 

a 
small comunity dependent for success upon its menbership and
 

created for their benefit.
 

1,3 ATAC has noted, teamnork ang cooperative mrrrs is a 

"Joy" to behold. Great personal benfits are dorived which arc 

supplementary to the shelter providod. Increating tho cooperativa, 

the steps of incopouatli, wi, the writing of by-laws enable 

many to include their views and 1doaa in the rulos ihich will 
guide their oimunity. Froquently, this is the first timo they 

have boon able to participato in ocxrnuity doclslonb~aki,. 
Tho selectio of leadarship, ,the* staffing of camiittooso the 

mwbership moetings, all givo the cooporator a voice in his 
=oimnityo a voico heis no=NW~e to two* Nowuaidls ara 
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learwid as cooperators debate, evaluate, explore, and discover 

howitheymnay make optin~iuse of their n(-,; vehicle. Maether 

these efforts involve estaiblishing a credit union, a child carm 

centc ,nursery schol, a coop market, or rocreation facilities, 

is not,important. What is inportant is the way in which pro

viously powerless fwilies begin togethor to harness their now
 

pcoxr and achievo, as a result, a better living enviromant. 

ooperative experience is an education initself. 

Cooperators who may barely bo literato learn th3 importance of 

writing, of keeping minutes. They learn the necessity of order, 

whether in record-keeping or in moetings of their Voos, lbovy 

lear to use the da~catic political procoss and to coo=ato 

with othors to achievo their desires. 7ioy learn to accept and 

stwport decisions made by tho mouership for the o== good. 

Flrtemrthey learn the inportano of caving and of uimtL!ng 

financial obligations. 

It is hard to belive that, once inposssion of this 

newly-naxred k)owlodge, ooperative reosdents havo no npot 

on thir l'rger n-mmitias, their placen of eplo cwt,or thoir 

local govmfint though it ic difficult to mutouro. on the 

contrary, the nowly-created participant having witnoso the 

value of participation z4d coporation, participates turther. 

What the marbaor or a oopeativ* lar mtvy help him In 

bettor cmr ohendIn; Ow problcm of gvrmont, in ow*Ia~p 

inu loearship,silla, or in bxcmviMg a lender, having bowt a 
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1ie-i~~c fower. INsthe coorNrator cocrcisc in fluclico
 

n1 111:2 Iiit-ccr cc1iiiLy'? Po (OuportiLvC' iracticc, includinig
 

a r;p'[for (.~~rii iox:~c;oc ic ~~wgbi~c3
 

iflurv c Ly in \.~i2i lic-~.e cuxisaivct2l;l&i>L 

FOl b).ic'c:; LhaL th,,y c~n PiJd often do. 




