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In contrast, the position of FCH and many others is that

housing has, if anything, been neglected as a development tool
and that its potential is just now beginning to be realized in
developnent circles and among bilateral and multilateral aid
donors as the enormous problems of internal migration and
urbanization continue to proliferate in the less developed
countries,

FCH was samewhat surprised to learn that the ATAC 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, A/H, and the chief of Housing and Urban Development
Office of the Latin America Bureau, LA/HUD, or with FCI upon
their retuim and before distributing their "draft" report.

Over its long association with AID, FC has with same
success prepared a nunber of evaluative reports whose objectives
were not unlike those sought in the ATAC study. However, the
methodology employed in all FCH reports is based on three
procedural premises which we find lacking to a greater or lesser
degree in the ATAC report: objectivity of analysis, expertise
in the area of study, and close consultation with AID officers
similarly knovledgeable in the field in report preparation,

Congequently, ICI as an institution feels itself constrained
to refute many of the statements and conclusions set forth in
the ATAC report in order to avoid further misunderstanding of its
role vis=a-vis AID and the housing organizations in the developing

countrics of Labtin Anarica, and hopafully to pul the record




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 Programs in Promoting Cooperatives
in Latin America."

We are sorxry, 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 fram their in-country
study of the work of FCH in Honduras, Colcmbia, and Panama.
Such a consultation would have made it possible to avoid a
number of the serious errors which appear in the report and
also to clear up some of the evident misunderstandings of the
AID-supported FCH program in these countries. Even a telephone
call to our Washington office could have eliminated the neces-
sity for us to take such vigorous issue with same of the
findings and conclusions stated in the report.

First, may we acknowledge some of the good things about
the xeport.

We appreciate the recognition given to the high quality
of the FCl technical assistance and the profcessional conpetence
of our staff; for example:

Te contractor's technical assistanca hag been of high

quality with respact to tha organization of 160's (lech-

nical Service Organizations) in Honduras, Colonbia, and

Panama and of a savings and loan institution in Honduras.
The ecducation program was also very compatently conducted,




The report also states that:

Model projects are well conceived and executed. High
costs in same 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 comes as a shock for us to read

the basic recommendation made by ATAC "that the program be

phased oul: in orderly fashion at least with respect to regional

activities and countries surveyed (Colanbia, Panama, and Hon-

duras)." This one statement alone discredits the authors'
understanding of the FCH/AID program policy. Phasing out of a
country program is an established policy. This has already been
achieved 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,
however, 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 forvard progress
_without counterpart technical assistance. In the case of Panama,
as was and still is the case in Chile and Brazil, short term
specialized gﬁidancu ar training is requested of the 1'CI re-
gional office 'j.l'l Washington.

As Lo the phasing in of the cooparative movoment in countrios

where no local, non-profit, develomment~oxiented ingtitution




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 contribution made by the
FGH/AID-assisted programs. Unfortunately, no member 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 presumed, was to provide a professional
appraisal of the results of AID/F(H efforts in the housing
field. Each cooperative enterprise is a distinct field, and
any attanpt to lunp cooperatives into a single category is a
mistake. Some cooperative enterprises involve a relatively
simple enterprise undertaking, while others, such as housing,
require the combination of a number of professional disci-
plines into a sophisticated methodology. It is true that all
cooperatives have a single purpose with respect to the social
and economic escalation of cooperative members, but here again,
housing is in a unique position: the menbers of the cooperative
live in ard form the community which comprises the cooperative,
and the potential for both social and economic uplift through
unity becomes a greatly magnificd opportunity and responsi=
bility.

It requires years of painstaking effort in the ficld of

housing through multi=family ppojects Lo gol an understanding




of the delays, obstacles, personal relationships, and technical
expertise required to change a tract of land into a community
of hames.

However, we feel that the shortcomings of the report

stem primarily from a basic disagreament on the part of ATAC

with the role assumed by AID, and the priority Congress has

assigned to it, in housing development in the less developed

countries. Consequently, it is not surprising that the ATAC
report demonstrates the following shortcomings: a) A misun-
derstanding of the FCi/AID-supported role; b) a misunder-
standing of the FCH development program; c) a grossly inad-
equate analysis of the FCH accomplishments in Latin America;
and d) a misunderstanding of, or a strong bias against, the
cooperative housing concept as it is developed in both the
U.S. and Latin America.

The selection of countries to be studied contributed to
this failure because in only two of the six countries were
there any FCH/AID-supported cooperative housing programs.

Panana was not in the original list of six countries chosen

for evaluation. Evidently, only a cursory study was made in
Panama, where AID and FCH have guided the development of several
successful programs, and that study apparently ignored the facts
which were readily available either in Panama or here in
Washington. |

FACIUAL, FRRORS

-

The report says, for example, "The total of houses built

or wyler construction is _about: 600 for tha threa countries., Y




-

The FCH summary report: shows a total of 3,085 units cawpleted

in those three countries, or five times the nunber included in

the draft report., Furthermore, the report describes the housing

produced as "middle income or high incane" housing. Actually,
the facts show that more than half the dwellings 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 FCH-assisted program included 359 rural

hanes, 600 shell houses, 1,000 self-heln hane construction or

improvenent loans, and 78 self-help urban coop homes at $2,500

per unit, not to mention the three urban projects rapidly- — -
reaching canpletion in Panama City and Colon and an expansion
of the first urban project in David,

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

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

or tables showing the projects, the number of units, and unit
cost of the projects. It also shows the downpayments involved
and other local participation, which is evidence of the mobiliza-
tion of local capital. (A copy of that reporl is included with
this reply to “he evaluation.)

These facls could have been secured by ATAC at any time,
but they neglected to contact I'CH upon return fran their study.
Other factual crrors will be eited later in this reply. More
important, howevoy, 14 the misinterproetation of the I'CI scope-
of-work, it yrole in the hosti counlbry, and the impact of the

program. Ihese pofnte might also havae boaon c¢lesred up if the




team from ATAC had demonstrated the professional thoroughness

and institutional courtesy such a meeting would have afforded.

MISUNDERSTANDING THE RELATION BEIWEEN AID AND I'CH

As pointed out earlier, the heart of the controversy is
the belief expressed 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
FQI are equally criticisms of AID and the AID professional
staff in Washington and in the countries where FCH has cerved,
for as you know so well, the role of FCH in its international
program is to serve as advisor to AID, to the country Mission,
to the government of the host country, to the housing agency
in that country, and to the cooperative assoclations carrying
forward the program within the country.

In all cases, the FCH program is worked out in advance
with ATD/Washington. T'ach step of the program within the country
served is cleared with the AID Mission before the program
proceeds, and there is a continuing review of the program with
the AID Migsion professional people as the program moves forward.

MISUNDERSTANDING OF 'MIE FCH REGTONAL PROGRAMS

Another basic misunderstanding of the program == evidencad
by the ATAC report and rceoomnendations =- is the rola and the
extont of the regional programs of I'CH. Tha threo country study ==

inadogquato ag 1€ wag =~ 18 cven nore inadequale when uged ag a




basis for evaluating the work of FCH regional programs in

Latin America., The training program, for exanple, has
arranged in-depth seminars serving 14 countries in Latin
America.

No mention is made in the report of workshops developed
in close cooperation with AID for all countries in Latin
America on (a) project management, (b) squatter settlement
solutions, and (c) efficient and effective site planning.

Another important factor in regional training prograns
is assistance to national housing agencies in mecting the
problems that will face them in their new programs.

It is worthwhile noting that this portion of the FCH
regional effort was especially singled out for elimination
but was never evaluated in the body of the ATAC rcport.

The more general technical assistance program designed
to develop Technical Service Organizations (TSO's) in a
nunber of countries in Latin America serves a much wider
area than the sample. The recomnendation of the ATAC group
that the FCH program be discontinued while the presently
organized TS0'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 future. The team
never Interviewed the director of the I'CH regional training
program and mistakenly agssuned that the ' field Lraining
director hased in Bogota was regional training dircctor. Thay
praiged his work butl reconmanded u]m]..i.s.-ri-rilug the rogional

training program.




BASIC ISSUES RAISED BY ATAC

There are at least three basic issues raised by the
report which should be discussed in detail; 1) the income

level which is served by AID assisted/FCH cooperative housing

programs; 2) acceptability of cooperative methods in dealing

with housing problems in Latin Anerica; 3) the impact or

potential inpact of these programs on the overall housing

problem in Latin America; and 4) the role of housing in the

development process.

1., THE INCOME LEVEL OF COOPERATIVE HOUSING IN LATIN AMERICA.

The FCH programs are aimed at scveral levels of housing
needs in Latin America. Cooperative housing programs as
developed so successfully in Scandinavia, Western Europe

and the U.S. can most effectively scrve the lower middle

income level in most Latin Anerican countries. This level

includes regularly employed people such as civil servants,
teachers, policcmen, skilled workers, employees of small
business enterprises, etc. This is the level just above
"public housing" and just below the higher incone housing
served by the savings and loans associations, private banks,
insurance companies and other sources of conventional finance.
In most countries this is not the largest group numerically.,
Howover, it ig a fast growing segment of the population

which is socially and politically important. For example,

in Panama this group totals more than 30% of the urban popula=

tion.

Cooparative housing tochnigues can also e used to provido

seaem




better housing for low and very low income families under

sane circumstances, Co-ops can be used in self-help housing
to allow low incame families to purchase material in wholesale
quantities, jointly hire skilled labor, provide minimum util-
ities, maintain camon areas and control.speculation on
resale. FCH has recamended programs of this type in several
countries including Ecuador, Panama, and Honduras. The rural
self-help cooperatives in Panama have produced housing in
the $300 to $1,000 per unit range using these techniques.
Also in Panama, the FCH-assisted urban improvament program
produced housing for less than $1,000 per unit, This program
utilized co-op techniques although it did not involve formal,
rigid, U.S. style co-ops.

In our AID financed work, I'Cl has consistently recannendod

approval of the lowest cost housing which is economically viable

and acceptable to AID as lender and to the host government as

borrower.

The cooperative housing technical service organizations
(180's) established with AID and FCIH help in Colanbia, lHon-
duras, and Panama == the threc countries covered in this study ==
are private, non-profit organizations with a capacity as
well as a strong interest in working at tha lowest level
possibla. ATAC does acknowl adge that to carry out these
programs a subsidy is required. These 160's are new organiza-
tions struggling to becamae sclf sufficient, and unlegs they
receive long term, low intorcst loans fran ALD or local sources

they will not ba able to vork at the vary low incone lavels




for same time in the future. However, the trend is toward

lower cost housing in all these countries. In Honduras,

for example, the first projects constructed in 1967-G8
were in the $7,000 range. The current FEHOOVIL housing
investment guaranty project under development is in the
$5,000 range and the most recently proposed new program is
for an AID loan which would allow FEIQOVIL to construct
housing in the $2,500 range and to assist in site-and-
service projects below §1,000 per family, This exciting
new sites-and-sexrvices program had not yet been approved
when the ATAC team was in londuras, but had the rescarchers
met with FCH during the drafting of the report they would
have been apprised of the program. This parallels the
expericnce of FCOI in the U.S. vhere the first programs were
for middle income families; but later included large mumnbers
of projects for lower income families.,

2, NCCEPTABILITY OF COOPERATIVE METTODS IN IATIN AMERICA.

It has been stated in the draft evaluation that
cooperative housing concepts, procedures and methods aro
not accepted by Latin Americans on the historical and
cultural grounds that the Latins are too individualistic
to enbrace the cooperative approach in housing. While we
will treat this matter in more substantive detail in the
annex to this letter, we do wish to answer this allegation

here,

What in Cooporative lousing? ‘fhe AIAC report takes tho

stand that 1P'Cil's progran in the devalopment. of cooporative




housing in Latin America is founded exclusively upon the

precept of the blanket mortgage or mutual ownership of
all property as opposed to individual ownership of dwelling
units,

The FCOI Program. IFCH feels that mutual or cooperative

ownership of properties offers many advantages over individual
ownership. However, it does not rule out cooperatives with
individual titles or those organized under horizontal property
or condominium laws when these forms seem most appropriate.

In the implementation of pilot demonstration programs through
AID loans and through the Investnent Guaranty Program this
mutual ownership concept is being utilized with success and
has encountered favorable acceptance by the public in various
Latin American countries. A unique exanple is found in Hon-
duras late in 1970 when 300 subscribers signed up in a matter
of a few days for cooperative hames in the FEHOOVIL-sponsorod
Housing Investment Guaranty Program in Honduras. This cane
about with little or no publicity. As stated in other parts

of this reply, Chile has been utilizing the single mortgage
cooperative concept successfully for more than a decade, with
annual production in the thousands of units, and with projected
output for the calendar year of 1971 at about 5,000 units,

On the other hamnd, Avgentina has such a favoralile low
for "horizontal proporties" or condaninfuma that most of the
cooparatives in that country ara built under an adaptation
of that law, In Peru and Colanbia cooperative housing moves

ments have uaed cogperative agsanbly of the land and cooparative




construction with individual mortgages on campletion. They

are now trying the blanket mortgage systam. In Chile, Vene-
Zzucla, Panama, Honduras, Jamaica and Uruguay the contrary

is true - there, common awnership in cooperatives is the
norm, In Brazil multi-family housing uses cooperative
mortgages. Developnents of free standing single family homes
have scparate mortgages, Regardless of the form of title,

we feel thesc different gradations are all legitimate coop-

crative programe. Thus, while FOH does have preferences,

it has never imposed these preferences in carrying out its
technical assistance program; witness the exporimental rural
low=income housing prograng assisted by FCH in Panama,

Cooperative Hana Osncrship obviously takes various forms,

In tha natual omnmership coops with single nortgages covering
the entire project, the cooperative renber not only shaves
the benefits derived from membership in the cooperative, but
also is entitled to benefit fram the appreciation of his
unit as his share owmership in the cooperative (equity)
incroases. Single mortgage cooporatives will, of course,
prevent. speculation, but at the same timoe they affond the
cooparative nember haon owner the right to receive a reason=
able conpensation whan he dispoges of his unit. This fundanental
concept, ineludad in all 1Al programs in the U.5. as well

as in Latin Nerica, was misunderstoad by ATAC, Thoeir report
fnplicd that only with {rdividual titles could one bonofit
from appreciation, ‘hig in not the cane,

31 also supports coopaecabive housing prograns that




are being carried out in many cocunt* ‘~#s in Latin America

which tend towards individual owneirship. These can and do

bring many benefits that non-cooperative housing programs
do not afford. Just a few of these advantages are nentioned
herc:

1. The limitat’.n placed upon the cooper.tive members by
the coops on re-sale to avoid speculation;

2. The commmnity control and ownership of commonly held
facilities;

3. The nnbilization of savings through cooperative mamber-
ship prior, during and after housing construction;

4. The association in a cooperative form to deal with
community problems;

5., The multiplicr effect of creating other forms of
cooperatives such as credit unions and consuier coop—
eratives;

6. Perhaps nost significant is the reduction in cost of
cooperative housing regardless of its legal form. Non=
profit sponsorship of housing can eliminate developer
and occasionally genaral contractor profit, providing
such services at cost,

Thereforae, while cooperative housing may take distinct
legal forms in different countries, it nevrertheless offors
innunmarable benefits otherwise not obtainable. These prograns
maerit our pmtl and contimuing supporl,

Non=Profit. Sponsorship of Housing projects ropresent a
MEPLOLLL . ML) L1t : I

mosl significant objectiva of I prograns. 1Thae projocts




sponsored range from the rural self-help programs in Panama
to the US$9,000,000 Housing Investment Guaranty Program in
Venczuela. Through the elimination of intermediaries overall
costs can be and are substantially reduced. With the cxception
of the various public housing institutes in every Latin country
where the governmant provides formidable subsidies, including
low cost or free technical services, to housing prograns, the
cooperative housing scrvice organizations and cooperatives
themselves are the other principal institutions fostering
non-profit developnent. The concept of non-profit coopcrative
sponsorship has, to our knowledge, never boecen qaestionad,
2xcept possibly by those who traditionally have taken exor-
bitant profits fron housing prograns at the cxpense of the
CONSWIK LS .

In sum, I'CH feels that moporaﬁvo housing (in its multiple
manifestations) and non-profit cooperative sponsorship of
housing (hoth coopcrative and non-coopevative) have clearly
davonstrated their acceoptibility in cleven latin Anerican
contrics whoere such prograns cxist. We foel the ANAC report
has, on the basis of a nurow definition, a lack of under-
standing of cooperatiive housing in its broad contest, arrived
at conclusions as to preferences that scom Lo be unsubstantiated
in fact,

3. VOPITIPIZT, THMPACT OF 17CH ASSTSTED PROGRANS TN
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in developing new institutions 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 incame families
in each country will depend on the success of the demonstra-
tion projects now nearing caupletion. These demonstration
projects sexrve as models which can be multiplied as the
institutions become increasingly effective.

FCH has played a major role in the establishment of
private sector cooperative housing institutions in five coun-

tries; llonduras, Panama, Colombia, Venezuela, and Jamaica.

FCH has also assisted in the establishment of similar institu-
tions in Brazil and Chile. The number of housing units
constructed by the cooperative housing technical service
organizations to date has not yet ha.d a significant impact

on the overall housing problems in Panama, Honduras, Colanbia,
Venezuela, and Jamaica. However, there are clear indications
that these now institutions have created new patterns nf

housing production which have the potential to make a major

contribution in the years ahcad.

The Multiplier effect in Chile. The earliest FCH

involvement in Latin America was in Chile in 1958 and 1959,

FCI xepresentatives recommended the creation of Lechnical
gervice organizations in that country and AID loan support.

Ien years later there arve conpetent and exporiconced cooperalive
housing institutions in Chile producing several thousand new

housing units per year with local rasources. 11 and JTNVICA




of Chile have been joint sponsors of four Inter-American

Seminarson Cooperative Housing. FCH, INVICA, and TECHNICOOPR
of Chile are members of the International Cooperative Housing
Development Association. INVIOOOP is now working with ICH

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 other TSO's in Latin America.

The cooperative housing efforts in Brazil have taken
another form. The National Housing Bank and its cooperative
division have reached a take-off point. The Technical Service
Organizations in the various states no longer require
continwous technical assistance fram the outside. In fact,
they are preducing tens of thousand new housing units each
year with local resources., We will describe this work in
more del 11l later to illustrate the role of housing in
developient.

In sumnary, the development of systems which can have
a substantial fnpact on the housing problem in La“in America
require considerable time and substantial amounts of money.
Cooperative housing can help mobilize local financial and
human resources and can ba an important component of an
effective housing systcam, Viewed in this manner, the FCH
efforts have helped creale new institutions which do have
great potential to becone self-sufficient and moke a signifi-
cant. contribution to the solution of the houging problem.

But this will not be brue 1f ALD support is withdrawn al

thisg critical timo.




4, HOUSING AND THE DEVELOPMENT PROCESS. ‘

The most fundamental question raisec 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 meeling bétween AID officials,
the president and team leaders of ATAC, and representatives
of FCH 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 economnist
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 prc;viding 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 developent.

Perhaps it would bhe well to restate here a fundamental
factor of housing development which we in the housing field
take for granted -~ but of which others may not ba awarca.

Housing development dependsz primarily on the mobiliza=
tion of resources within the developing country,

Thera 18 nol enough mopay in tha World pDank or the U.S.

Ireasury or Lhe regional development bhanks of all the UN membor




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
mobilization of internal resources. The land on which the
homes 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 manpower is present in every country -- in many

cases unemployed or underemployed. The professional skills —-

architects, engineers and others exist in most countries --
often trained in more developed countries and anxious to
exercise their skills. The money (Ah!!! There, you say, is

the problem!) is there. It may be unbelievable but it is

true. It's "mattress money", or "tea cup money", or "consumer
consunables money", or pension fund money, or drug money, or
cigarette money -~ it is hidden or floating in many fonns.

AID, under the Humphrey Amendment adopted by the Congress in
1961, was directed to use same ;af its resources to help organize
credit unions and savings and loan systems in Latin America
(later, in the rest of .the world) . The results were two of the
great success stories of mxilern development, Credit: unions
organized under the program in Latin America -- where the
people, low income people, are not supposed to have any noney ==
now have assets of more than $100 million. Savings and loans

hava done even bettor, dollar wise, and now have assels of a

|
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quarter of a billion dollars -- $250,000,000. This is just
a beginning!!

The housing co-ops are small, but they ‘re also a great
savings device. People save for down paynments and then save
every month as they pay off the mortgage and huild their own
equity, in what is for nost people the largest investment
in their lifetime.

To sumarize, the need is for 1) land, 2) materials,

3) manpower, 4) technical skills, and 5) moncy. These all
can be developed internally. The extemal nced is for experience,
organizing ability, and sced capital. The job can be done!

Since this is a fundamental question, we would like
to point to Brazil as a case study in housing development.
Brazil now has undeiway the most dramatic revolution in
housing in the modemn world. 'That is a strong statement. In
the next five pages we summarize what has happened, why it
has been possible and what the impact is on the Brazilian
econony .

Since the FCI reputation in this field is at stake,
it is essential to outline the role of FCI in this dramatic
development. The FCH participation was a mxdest but crucial
factor in onc agpecl of the projram.

In 1964, Ceoryae Schecler, thon o Vice Proesident of.

FCH Services, wenb to the city of Belo Hovizonte in the
provines of Mine: Gavads on an AL Dmeiod ol Task Ovder,
During thic chort-=tern asaignuent heowonlua b with Mr, Ny tTton

Moreira Veliose who al thaly Lime was the Chiof Breculive



Officer of the Caixa Econamnica or savings bank system of the
state of Minas Gerais. George Schecter assisted Sr. Velloso
in establishing a technical service organization for coop-
erative housing to be financed through the savings bank
system and later through a loan made by AID. The 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 following year and was pleased with

the result.

The National Housing Bank of Brazil (Banco Nacional
da Habitagao or BNH) was established that same year, in
1964, to deal with the national housing deficit which was
increasing by 200,000 units per year. BNH immediately
undertook a program of cooperative development as one aspect
of its work. Two FCH technicians served as advisors to the
Bank with special reference to the cooperative housing
program.

The big breakthrough cama, however, fram officials of
the Bank itself -- which is the way the development process
should work.

With the approval of Dr. Mario Trindade, President of
the Bank, Dr. Joao Machado IMortes and his associates partici-
pated in an ,Tn.i1;-1'-;\'3131'.i(:.a11 Saninar on Cooparalive lousing
gponsored by U1 and J.P'J‘.'I.Cz’x of Chile in Santiago in 1966.

AL the conclusion of the sceuinm:, De. Foxtes invited the




sponsors of the seminar to hold the next meeting in Rio.
This was done and the National Housing Bank sexved as co-
sponsor of the seminar with FCH and INVICA. The Housing
Bank arranged for more than 100 of its middle level techni-
cians to participate in the seminar. Dr. Trindade opecned
the seminar with a very dramatic review of the accomplish-
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-Amarican 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 arrangements
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 BNI to foster cooperative housing. The group studied
cooparative housing in Washington, 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., The officials returned to important positions
with PNH.

The latest report of the National Housing Bank, BNII,

' refars Lo cooperative housing as a factor in eradicaling

the favelas and other anti-social housing and declares:




"The housing cooperatives are one of the most effective

instruments of BNI 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 , 5, Z
cooperative projects. /

The above is only a small part of a much larger
developnent. Here is the BNH story: the sources of finance
for the housing program include funds fram (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 BNI; (c) down paynents of the partici-
pants; and (d) local or state sourcés of capital. The"length
of séfvice guaranty fund" is made up of approximately 8% of
the salary of all industrial employees. The money goes
directly to the National Housing Bank (BNH) for investrent
in houging. 'These funds are supplemented by inveslnents
from the savings and loan system == also set up since 1964
with strong support of BNH.

Starting almost. fram scratch, the Brazilian system
of savings and loans now has 1,300,000 investors. Tho
most rccent reporl of the bank points out that "it is
dmportant to stress that this sizable amount (approximately
$800,000,000) otherwise could have bn»en channeled Lo the
conswnar goods markaet, thus contributing to inerease the




inflation rate ... As it is, such savings are being cmployed
in investment and therefore contributing to foster the
country's development."

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 arca
of the Brazilian economy is undergoing a thorough revitaliza-
tion, thanks to the housing and sanitation programs and the
building materials financing program." This program has
promoted investments with a total valuza of $500,000,000.

In 1970, the participating housing agencies received added
financing in the 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 are benefitting directly from
the new housing stimulated by the National llousing Bank and
are either living in their om homes or will be living in
these hanes by the end of the current year.

Another factor that is often overlooked, is the effective-
ness of internal financing once a program with technical
agsistancae and ingtitution building has developed far cnough.
The BNIl xeport says it should be stressed that the resources

rocoivend h-'f. PNH from intornational entit 164 ropresonls t'lrﬂ.y
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8/10 of 14 of the grand total, Uhis bears witness to the foct




that the National Housing Plan is being carried out with

resources accruing fram 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 problem
of inflation. To meet that problem, all of the housing
investments by BNH are tied to a program called a "monetary

correction plan" and a "salary equivalence plan". In other

countries these programs are known as "mortgage correction"

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

in money adjusted to current value in line with a cost of
living index, a salarices and wages index or soma other
appropriate formula adopted by the gdvernment for mortgage
repayments. As a result of this program, capital is readily
attracted to investment in housing and there is no danger
of depleting the capital investment of the DNH because of
inflation which otherwise could deplete the capital of

the Bank.

"In Brazil", Dr., Trindade declared, "the very high
rate of inflation had caused the Brazilian people to forget
the old saving habits, thug depriving the government of
one of the nwst important and traditional pillars of thao
housing industry, that ig to say, the privale capital,"

The BNH has tackled other directly related problems

in wator supply and ganftation. As a result of thelr invosl=




ments, "fourteen million people in approximately 2680 cities

are noy living in better sanitary conditions. By 1980 it
is estimated that mcre than 63,000,000 paople will benefit
fram such programs enjoying more adequate water supply and

the basic sanitary program of BNH and all of that without

expending a single penny of the Federal budget."

AID PRIORITIES, TARGETS, AND SUPPORT

The Foreign Assistance Act of 1961, as amended, states

that,

The Congress... declares that in the adninistration
of prograns of assistance under this Act, the
highest practicable anphasis should be given to:
programs providing for loans or loan quarantees for
use w institutions and organizations in making
repayable low interest rate loans... for the purchase
of small farms, the purchase of hanes, the establish-
ment, equijpment and strengthening of small independent
business concerns...

It further states that, "Maximunm cffort gshall be made in
the administration of this Act, to stimulate the involve-
ment of the people in the developnent process through the
encouragement of democratic participation in private and local

government activities and institution building.,."

Finally, the Forofgn Assistance Act of 1961, as amanded,

establishes priorities for dispensing assistance by stating,

"o the firnt objects of assistanca shall ba to support the

wrmee -

efforts of less dovelopad countries to meet the fundanental

neads of thefr puoples for sufficient food, goal health,

hane cumership, and docent hovaing. . "
Both tho Dunehrey aendnont and 24 tle IX ro-anphasizo

tha rola of cooperativen in davelopnent.,




It is clear then that the Congress has helped AID
to establish its priorities. Furtheriore, it is also clear

that "home ownership and decent housing" are among the

wimary objectives seleclted by the Congress to be recipi-
Y A ,

ents of U.S. assistance through AID. ATAC, in "sctting

b ———

priorities for AID, has called for abandoning housing and
cooperative housing development by stating, "In our judge-
ment, whether viewed from the standpoint of housing or
cooparative development, there are more advantageous uses
of AID r sources." FCH believes,in contrast, that the
policies of AID and the intent of che Congress with respect

to housing are abundantly clear.
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POINT BY POINT' ANALYSIS OF ATAC REPORT

Evaluating the Programs of FCH Services

Preparcd by

FCH Services, Inc.

After reviewing and analyzing the ATAC evaluation
of AID Cooperative Contractors, FCIl Services, Inc., has
preparcd the following documented response to specific
points raised in the ATAC report.

Unfortunately, ATAC, uron returning fram its field
studics in Latin Ancrica, failed to meet with FCII . to
asswre clarification, accuracy, up-dating, rclevance of
its data, and the necessary canprehension of FCII programs,
goals, and activitics.

It is hoped that the information contained in the
following pages will cenable AMAC to better understand
the objectives and accomplishionts of the I Tatin American
programs and their relad’on to the overall policy and pro-
grams of the Agency for Intermationnl Development in imple-
menting Yoreign Aasistance Act of 1961 as wnended and
particularly Title 1X. It is  further hoped that ATAC will
gain a better vnderstanding of the polenbial of the FCH
proouans for contritat ing over the yoars to a raduclion in

the Litin Awericon Lousing d1icit.



In this analysis, the points raised by. ATAC have
been divided into four categories:
1) FCH PROGRAMS, OBJECIIVES AND ACCOMPLTSHMENTS.
2) AID PRIORITILES, TARGETS AND SUPPORT.
3) ACCEPTABILITY OF COOPERATIVE IHOUSING, AND
THE INFLUIENCE OF COOPERATIVES IN THE
COMMUNITY .

4) COOPERATIVE: HOUSING -- ITS PLACE IN TIE
DEVELOPHENT PROCESS.

Finaily, FCil feels compelled to point to: 1) faulty
comprehension of housing cooperatives and their
acceptability; 2) misunderstanding of the role of FCH
in AID programs; 3) inadequatce research; 4) inadequate
sampling; and 5) failure to document value judgements
relating to the utility of FCH-TSO cooperative housing

programs,



FCH PROGRAMS, OBJICTIVES AND ACCOMPLISHMENTS

PROGRAMS, OBJECTIVES

The criticism made by ATAC on FCH programs indicate that
the authors had a rather superficial idea of FCH and AID pro-
gram objective in the cooperative housing field.

FCII Services, Inc., in its international program seeks
to stimulate the creation of housing for middle and lower income
families through the use of cooperatives and cooperative tech-
niques. It is not in the home building business per se.

Its programs aimed at accomplishing the aforementioned
objectives include: 1) Training, which will provide cooperative
and cooperative housing skills to technicians and cooperators;

2) Institution Building by assisting the creation and develop-~

ment of Technical Service Organization (TSO's) equipped to
provide the technical, organizational, legal, financial and
managerial skills nceded for on-going, cooperative housing

develomment; 3) Demonstration Projects involving the organi-

zation and construction of demonstration housing cooperatives
both to provide models for future projects and to serve as
laboratories and training grounds for TSO staffs; 4) Othexrwise,
working with AID, AID country missions, and the national housing
institutions of ILalin American countries in studying and recom-
mending methods of assisting families of limited rmeans to acquire

more satisfactory shoelter.
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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 heen an important aspect of the FCH coopera-
tive housing programs. It has involved in-countiy, on the
job training for technicians and cooperative specialists in
connection with the organizations and construction of demon-
stration projects. It also conducts a regional training program
under a Memorandum of Understanding in collaboration with the
Organization of Amcrican States and with AID.

ATAC has called for the phasing out of the FCH regional

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

has, however, had a sufficiently lonag time to have made its

impact, and should now be phased out."l

Training in a field as complex as housing is not a short
temm undertaking, a fact recognized by AID, the Tnter-American
Development Bank and the Organization of American States, all
of whom have supported and pavticipated in this program.

This program which is headquartered in Washington, not
Bogota as AIAC has stated, is reaching cooperative housing tech-

nicians and others concerned with housing throughout Latin America.

p. 134



- 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 recommendation to phase out this program was evidently
made without any attempt by the ATAC team to understand the
scope or importance of the program. For example, the Director
of this training program was never interviewed or questioned
about the program at any time cduring the ATAC study.

2. INSTITUITOY BUILDING

One of the major aspocts of the I'CH program lies in the
. field on ingstitution building. FCH has helped to create
Technical Service Organizations in Colambia, Honduras, and
Panama, the three countries covered in this study.
These are local, private, non-profit organizations with
a growing capacity to gencrate financing and provide the tech-
nical, organizational, legal, managei-ial and financial skills
needed to carry out long range progroms in cooperative housing.
While on the one hand, ATAC calls for continued support
for institution building, on the other it calls for phasing out
AID support to these vital organizations in the housing sector.
The report states -- "AID_should cmhisize cooporative

institution Jmilding ... Joth in tonns of developing agricultural




cooperative movements and in fostering cogperative development

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 (FCII) program be phased out ... at least with respect

to regional activities and countries surveyed..."3

If this were done tho support and guidance ICH is rendering
to these relatively new institutions will be lost just at a time
when the:y are hecoming involved in the intricacies of the AID
Housing Investment Guaranty Program and are attempting to
obtain local cepital and organize new cooperative housing programs.

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

ool for more cxtended aclion to stimulate savings for home

acquisition.. "4 rer concers wholehcartedly and weould like to
underline its efforts to promote credit union activity both
for the savings of down-payments, as well as sccondary mortgage
functions in stimulation cooperative housing, primarily in
Colombia.

It has also worked with the credit unions in Panama. In
fact it was ~vcdit union menbers in Los Pocitos who participated
in the cooperative rural housing program there. 'The credit union

also served as the fiduciary and administered the revolving fund.

2

p. 3(Recommendation 3).
3

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

4

p. 69,
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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
halp to housing cooperatives that TSO's can. The TSO's which
FCH has helpad to organize can and should have a substantial
multiplier effort in years to came if they can be adequately
supported for a reasonable length of time.

3. DEMONSTRATION PROTECTS AND THE HOUSING DEFICIT

In the ICH program the organization and construction of
demonstration projects serve as models for future undertaking
and even more importantly as a means of training the staffs
of the Technical Service Organizations by having them partici~
pate in all phases of cooperative organization, financing,
planning construction and management. In other words they are
tools in the ATD/FCH Technical Assistance Program.

However, ATAC scems to have missed ihe point and evaluates
FCH as though it were a developer or ‘builder and criticizes FCH
for th2 small nunber of housing units built under these programs.
Even in doing this they grossly underestimated the nunber of
units comploted.

a) Housing Production

The ATAC report states:

"Iho ATD dnpact thouah cooparative housing in the
e SO X 15100

: e . . 0
countyics visilod has broen minor, "9

- . oo 2t dt it
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pe 75, po 127,



"FCH cooperative housing program -- built only

a few hundred houses."6

"The total of houses built or under construction

is about 600 for the three countries.”

In the three countries ATAC studied (Panama, Honduras,
and Colanbia), FCH-assisted housing amounts to 3,085 units —-
more than five times the nmumber ATAC has credited FCH with
doing. If the number of homes in the development state are
i.ncluded this totals 3,627.

While FCH is cognizant that even this increased figure

does not relieve w.» suffering of the millions of families

building, training and cducation using a limited muber of

denonstration housing projects primarily as a means of training
the staffs of the local technical course organizations so that
they in twn can provide the leadership and the organizational
skills needed to carry on cxpunded housing programs in tho
future., The multiplying foclors are rost inportant in the long
range program. FCil programs are therefore not quantifiable and
AIAC is not justified in evaluation of 1CI accomplishments solely
on the basis of the number of housing units built under these

projrams.,

p. 17.



b) Income Tevels Served

In criticizing the demonstration projects, ATAC states

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

amphasis on middle-class and even upper income housing with

maids' rooms, etc. n7

However, a little research would 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 in Honduras which draw the fire of ATAC
cost from $7,500 to $8,500 for a three hedroom home. This is
modest by U. S. standards and these are the only projects in-
volving AID loans that can be considered primarily as middle
or high-middle incame housing. Furthermore, the cost of these
homes resulted from circumstances largely beyond FCH control.

This is admitted in ATAC's statement. "High costs in same

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

delays and camplications involved in procedures of AID and olher

organizations providing financing and other support:,"

Both the I'CH programs and othar ATD housing programs have
assisted some middle-incorz families to acquire housing. Such

families also need housiny and often find it as difficult to

7

p. 33. The housing in question was provided to families for their
own use, The iamilies determine who occupies the rooms, whelher
children, mothers=in=law, maids, or pels, FPurthermore, soervants
are comon additions to Latin families at middle and even
low-middle incan.
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obtain as do lower income families. ATAC recognizes this in

their statement "It appears that many buy coops because it is a

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

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

On the other hand FCH has assisted larger numbers of
families in programs for low-middle andvery low income families

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

intended to deal with tha urban housing crisis were squeeczed out

by pursuit of casier middle-class housing projects,? and that

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

observed of making a significant impact on low cost urban ho sing.m

Low-Incane Housing (Urban)

At the request of AID/Panama, FCH helped plan and ossist
the Panamanian National Housing Institute (IVU) to carry out
a sites-and-service and shell-house program for squatters which
resulted in the relocation of over 1,000 of these unfortunate
families from squalid urban slums tQ an urbanized sub-division,
Nuevo Veranillo. ATAC insinuates that the program failed and

"~--has been suspended and the goverment is proceeding on a

program without FCH along difforent lines--."11 agstually, this

AID supported program was successfully completed and IVU went on,

with this experience under its belt to pramwte similar programs

p. 133,
9

pe 21
10

11
p. 127




in San Miguelito and other areas.

Furthermore, many uncmployed
residents of Nuevo Varanillo were provided jobs, received job
training and learned new skills as a result of this project,
particularly in connection with the production center which was a
unique feature of the project,

The fact that others do not agree with ATAC's opinion
of this program is evidenced by the fact that FCH was asked by
the Oo;uﬂ:ian National Housing Institute (ICT) to assist with
a program of production and artesian cooperatives. These are
intended to help increase econamic development in secondary
cities so that inhabitants can gain income necessary for housing.

Iow-Middle Incame Housing (Urban)

. In their effort to pin the middle and upper middle income
lable on FCH, ATAC scems also to have overlocked the urban
cooparative project at David, Panama with houses costing $2,500,
which is now being expanded, as well as the projects in Panama
City and Colon which are now nom:in-; campletion.

Low=Income Housing (rural)

As in the squatter relocation program, FCI also initiated
and assisted in rural cooperative self-help home improvement
and housing construction programg for low-income campesinog.

In discussing the rural cooperativia in Panwma, ATAC states,

"Tha rural cooparatives in Pansma appoir to ba purely construction

cooperatives; thero are no on-golny servicen," 12

12,,, 132,
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In the first place, I'CH sees nothing wrong with "construction
cooperatives". (The homes were built on scattered plots of land
owned by the campesinos themselves). They serve a. very useful
role especially in rural areas. Furthemore, it should be pointed
out that the Ios Pocitos rural cooperative housing project which
started with a grant of $3,000 to build 10 dwellings at about $300
each has now financed same 24 dwellings solely from the repayments
of principle and interest by the members without a further injection
of capital. FCH 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 ) already produced 359
rural dwellings and is still continuing. Furthemore, those who
participated in this program received training in skills which have
enabled them to further improve their modest homes and to assist
others in the camunity thus contrilbauting to the project's

multiplicr effect.

AID PRIORITIES, TARGETS, AND SUPPORT

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

The Congress...... declares that in the administration of
programs of assistance under this Act, the highest
practicable emphasis should be given to: programs
providing for loans or loan guarantees for use by in-
stitutions and organizations in making repayable' low
interest rate loans..... for the purchase of small farms,
the purchace of homes, the cstablishment, cquipment and
strengthening of enall independent business concerns. ...

It further states that, "Maximum effort shall be made in the adminis-

tration of this Act, to stimlate the involvement of the people in
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the development process through the encouragement of democratic
participation in private and local government activities and

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

as Mended, establishes piiorities for dispensing assistance by

stating, ".... the first objccts of assistance shall be to support

the efforts of less developad countries to meet the fundamental needs

of their peoples for sufficient food, good health, home ownership,

and decent housing...”

Both the Humphrey Amendment and Title IX reemphasize the role
of coopcratives - in development.
It is clear then that the Congress has helpad AID to establish

its pricrities. Furthemcre, it is also clear that "home owncrship

and decent: housing” arc among the primary objectives selected by the

Conqress to be recipients of U.S. assistance through AID." AINC, in

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

cooperative housing developent by stating, "In our judgment, whother

viewod from the standpoint of housing or cooperative develoment,
13
there are more advantageous usces of ATD resources. "

e e e e = e — et

In its rocaunondations to AID, AIAC states "Prograns. ...

shou]d)x.* inctitutad.... to catablich a virll oraqonizcd and viable
14
cooperalive movenont with anchasis on aaviculture. While IFCH

supports Lhe deve'ymont of agriculturxal cooperatives, it docs not

13
P35,
14
p.4 (Recaimendation 5), p. 38 (B.).
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believe that these cooperatives and coopcrative housing programs
are mutually exclusive as AID-supported programs. Furthermore,

the United Nations has projectcd that by the year 2000, 80% of Iatin
America's inhabitants will live in its cities. Would this data not
justify further support to urban development and housing programs?
ATAC's rationale for curtailing support to cooperative housing
activities appears to be summed up in its observation that:

"Concentration of wonies spent on relativelv ocostly housing and

rural clectrification projects has meant that the bulk of program

expendilures have rcached relatively small nmumbers of Egpple,:LfIS

Naturally, demonstration programs in housing roquirce substantial
outlays as do prototypes in many ficlds.

lowever, such initial expenditures are necessary in providing
the technical assistance and training which can lead to locally
initiated and financed programs of an on-going nature.

Curiously enough, ATAC supporEs rural clcctrification programs,
'which it has identificd along with housing programs as rcaching
relatively small nunders of pcople.lG Put at the saw> time
recanmends phasing out programs which provide help to jeople badly
in need of shelter. This, despite the mandates of Corgress mentioned

earlicr.
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Rural Housing

ATAC correctly supports aid to the campesino:

"he camesino.... has not the posor to form his own destiny

or to create his own cogp plan.  The  future of his cconomic social

develoyment and the extent to which he will be helpad to participate

in its shaping depends upon those who do.  This Lo sane extent depends

upon AID and the tyre of projyrams it formulates in the light of
nl7

Title IX.
ATIC's research should have rarealed the importance of F(H's role
in assisting the rnral residents of Panama with their housing needs.

-

Coops hre Private Interprise

MAC' s miswnderstanding of cooperatives becomes cvident in

this scckion of their report. It states, "AID also has, hovover,

a_broad mandate to protect private enterprise. While this should
n18

not lcad to digcrimination against the coop form of business...

that arc cooperatives if they are not private enterprise? Did this
misunderstanding of cooporalives color N'AC's observations, research,
and recawrendabions?  Certainly a quick reference to thie Foreign
Assistance Act of 1961 and the Humphrey auendarnt should have made
the thinking of G Congross clear on this point.

Institution puilding and Continuing Regpional Support

While on the one hand, 2MAC calls for contimrsd support

for instituli:n building, on the othev it calls for phasing out

17,5, 88.

18, 80,
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AID support to such vital organizations in the housing sector.

ATAC states, "AID should emwhasize cooperative institution

building... both in teims of developing agricultural cooporative

nl9

novesionts and in fortering cooperstive developmont generally.

FCH rogional activities arc strongly dirccted at strengthening and
supporting national institution building, a program supported by

AT/C. It canes as a surprise then to read thot ".... the (FCH)

progran be phosed out.... at least with respect to regional activitics

120

and countrics surveyed..... If this is done how will AID render

support to national institution building in the housing cooperative
field for which it has a congressional mandate.

To sun up, FCH fails to understand why ATAC should make
recamnendations on AID priorities which contradict those cstablished

by the Congress in the oreign Assistance Act of 1961 ac amended.

ACCPTABIT.LTY OF (OOPERATLVID HOUSTRG I\ND THE

INTLUY ?\\"f. () T A VS I TS O LI

Few itaus received the attenltion ATAC gave to its unsupported
obsorvations that cooporative housing is not readily accoptable to
the familics for whon it is designed.  The "inpressions”, "con=
clusions”, ond "obuorvations" of AIAC in this arca came as a surprise
to ¥CH, pirticulorly in the absence of any data to cupport these

conclusions; 1.c.

— ——

191).3 (Feoomendation 3) .

20, 4 (), 1 47(c).
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"Progran encounters substantial resistance from Latin American

preference for individual ownership as compared with cooperative
21

ownership".

"We gainad the imoression that most people, and most cooperativists
22

in other fields, want their own house with their own individual title".

"If ATD reqards develorment of.... cooparative housing as a

legitimate objective of its proaram, the FGI progrom provides a

well-organized and well-adniuistered vehicle for its achicvamont

to the extent {that resistance to this foxrm of home ownership

23

can b2 overcoma".

These statanonts appear to reflect ATAC's own resistance to
cooperative home ownership, not that of cooperators and other
citizons of the countries surveyed. ICH questions the validity
of these statonents since it has not encountered such resistance
from people who want homes. 7H wonders as to the size of the
sample intervicwod, what coop residents were interviewad, and where?

ATAC assumzs that people buy coop hnusing only in the absence
of alternatives. The report states:

"It appeavs cvident that many buy cooperative homes not
because they are attracted by cooperatives per cc, but rather
because it is a way of geltbting [inancing for a home (often difficult
in Latin Anerica) or because there are simply not many hanes

available in the llL‘.zlf]LC!t",Z/l
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This conclusion of ATAC's ignores the fact that thousands of people
in Latin America have voluntarily formed housing cooperatives over
the years. uwthemore, cooperatives provide one means of generat-
ing capital and thus financing, which ATAC admits is difficult to
obtain.
The FCHl experience in the U.S. and in each of the countries
in Latin Auerica in which it has worked has shown that people like
cooperative housing when they have an opportunity to live in it.
ATAC identifies benefits in the single-mortgage systcm, then
calls for its exclusion from AID prograwms with a curious contra-
diction of opinions. The report says:

"another claimd adventage of the cooperative cammmity is

and nortgage), rather thou individual titles and mortgages.  This

docs make it ):‘»‘)ssible for the commmity as a whiole to sct ils

rules as toomintenance and fwprovoucib of proporty. It also
¢

prevents people fran buying homes jrincipally on (for) spoculation

25

rather than intcorest in living in the conmunity”.

e Lt

But thon statoes:

"The objcct should be housing and not the smmosition of a

home cwnership system thal: may not be in acoord with local or

26

group preferences”,

25, 132

26]._). 136.
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Although FCII believes that "mutual ownership" coops offer
many advantages and econamies, it does not rule out coops which
provide individual titles or are organized under "horizontal
property” or condominium laws when they are most appropriate.
The rural coop program in Panama is an example.

It should further be pointed out that the FCH cooperative
housing program rather than "imposing" a home ownership system,
is in fact, giving people a choice. Most housing built by
Government agencies and private builders with AID loans or
- guaranties in Latin America are sold with individual titles.
What objection can there be to offering the cooperative form of
cwnership to those who want it.

Equally questionable is ATAC's statement that:

"However, it is our impression that a great majority of

home seekers in Latin America (as we think also in the United

States) would nrefer to have title to their own liomes, and the
-

possibility of benefitting ultimately from any appreciation in

value, should they at sometime want to sell",2’

ATAC, in its assessment of U.S. and Latin Zmerican home buyers,
fails to note that in the U.S.A. more than 250,000 (one quarter of
a million) families have bought cooperative housing as the means
of satisfying their housing neads, and they certainly bowght from
choice rather than because it was imposed on them. Of .these, ICH

has developed move than 50,000 cooperative homes.

21, 136,
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FCH would further point. out that speculation frequently
causes housing which has received favorable financing or even
subsidy to eppreciate to a point where the families of the income
level whan it was intended to serve cannot afford it when it is
re-sold. This is particularly true in countrics with large
housing deficits. Under I'CH progrems, coop hom2 owncrs build
equity and can often, with coop approval, benefit from appreciation
vhen they nust sell. On the other hand, cooperatives discourage
the speculator fran buying simply to realize an uncarned profit.
This was nowhere noted in ATAC's report. In short, the above
illustrations of cooperative housing readily show why it should
be supportol and not delelad from AID programs,

In a further cffoct to show the unacceptability of cooperative

owncrship, ATAC states, "Lven anong oraanizers end leorders of

other types of coops, wo found enthusiasm forr the coon system of

. T 4 o e T ranns A = - T e, — m———

hzne ovnershin to he {;]"iqh_t".zg

Jal is very intercsted in this

statamont:, wand after thorough revicw of this yeport, finds that
novhere ave those omyanivers and leaders identiCicd; nmedithor are
their cooporatives or organizations,  FCH wond o how mwoy such
individuals vore intervicad.  Is there in fact any data to support
the conclusions AIAC hags made relative to the acceptability of

cooporative Inusing?
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Influence of Cooperatives

On the subject of the powerlessness of cooperatives, I,
while not challenging this "conclusion", would like to 1llustrate
how influence has been achicved by some cooparative groups. FELQOVIL,
the Honduras IFedoration of Housing Cooperaltives, studied by AIRC,
was able to gain presidential candidatos' support for its work
when Mr. Oscar Pinto, its Ceneral Fenager, cousht out the two
candidates during the canpaign poriod.  Doth conenidtod thenselves
to as:isting cooperative housing development and supporting the
cooperative housing novanent upon enterd ng into oifice. Ceortainly
a cooporative or group can exert a great deal wore influcnce than
can ixlividuals.

Confcderations of Gororalives

In responte to ATAC's statament that "albove the federation

level no confedoration of coons has beon crealed in any of the

six ccill:}l:p’"(_lz.:—",?q P would call A'l,'x".(‘?':; attention to INIEIVIQD,
an association of T¢0's fram anama, Cotanbia, Veacusuela, Chile,
and the United States. This was fornad in ord o Lo shonre teclnical
and cooporative lechniques and infond jon and Lo undertalie
couprative housing develojmont teelniaues ard information and

to undertake coonorative housing deve e ment techaioues and
i ¢ i |

informition collectively in other Tatin Zuerican oounterics Jacking

29[). 18
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their own bodies to perform these services.
Finally, we were surprised by a gratuitous camment by AUAC

which states: "lhis davelopwant (tomrmk amrong  coop menbers)

is the more dnmportont for its rarity in manv Tatin Aorican

cowntrics, torn as they are by mistrust and divisions of all

30

sorts". FCH fecels that this does not apply signilicantly to
housing cooperatives. The annual conferences of cocperative
houssing crganizations from many countrics throwjhout Latin America

which have Leen held for the past seven years, certainly does not

support ZTAC's olzervation.

COPERATIVES TIOUSTNG: IS _PLACE T THE DIVE) OPMENT PROCHSS

—— e ——

Two topics rcmain to be discussed which FC believes were not
coverad sufficicntly in the MAC report. These deal with the applic-
ability of cooporatives in furthering the development: procosses in
Latin Zivrica and the value of cooperatives in furthering danocracy
and the dancratic process in the cowtrics in which they arc
operating,

AUAC approprintely polad the attention given to cooperatives
at the Punta del Bste conforence in 1961

“Ihe Charlor of the Piata del Vobe (conference) ol Aujust,

o ——————— - e

1961, ... the corneratone of hn > Al dines for Proaress, aluo

s s v b b ek w41 e w B e . e s Y 8 S - s e Bk = iarts b 4 e St el

calls Cor addd spocilicnlly for ooopaa. . the Aer e Republics

e e L fri ot 2 @ et

30
p. LOL,
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recognize for cxample that coops are institutions that should

be strengthened for the increasing and effective use of domestic

resources'. 31

Tt is significant in supporting this statement to note the cxemplary
role that housing and housing cooperat:‘..vc-:s can play in furthering
the "increasing and effective use of dmmestic resources".

Housing cones close to being a camplete 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 managerial sexrvices. Housing construction
requires tools and equipment, electrical supplies and canponents,
plunbing and materials such as steel, cemant, stone, wood, and
other domestic products. Furthemmore, the new hame owner provides
a substantial market for applicances and household fumishings
of all kinds. Particularly in its cooperative fomm, housing
would appear to represent exactly what the Charter conference
had in mind.

The direct and indixect benefits of cooperatives and
cooperative housing could in thamselves be a topic for major
discussion. lHowever, it is the FCH intention only to respond

to ATAC's question and subsequent answer, "Has this success

(democracy) carrded over into societics in which these coops
32

exist? The answor is no in most cases".

3]11. 94,
3:’.’]‘. 102.
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The intangible benefits of cooperatives, are at best difficult
to measure and identify and impossible to quantify.

Wnat happens to a family when it noves into a housing coop~
erative? Is there a side effect or direct effect: on the society
in which these families live? Many pecple who buy hames in housing
cooperatives frequently have little knowledge of cooperatives
when they purchase their hames, Often they buy because the Coop-
erative housing unit represents a good economic value and sanetimes
a unicque opportunity for then. Often they have saved for two
years or more in order to satisfy the downpayment. Once they
ocapy their dwelling, the family is exposed to mutual decision-
making, becames part of a body working for a comon good, and
soon leamns that in its housing cooperative, it is a merber of

a small conmunity dependent for success upon its membership and

created for their benefit.

23 NIAC has noted, teamwork among cooperative mombers 1s a

"Joy" to hehold. Great personal benefits are derived which are

supplementary to the shelter provided., In creating the cooperative,

the steps of incogporation and the weiting of by-laws enable

many to include their views and ideas in the rules which will

guide their camunity, Frequently, this is the first tims they
have been able to participate in commmity decision-naking.
The sclection of leadurship, the staffing of camnittees, the

membership meetings, all give the cooperator a voios in his

conmunity, a volea he i encowraged Lo wio, Now wlidllls ave




learmed as cooperators debate, evaluate, explore, and discover
how they may make o;_at':ﬁmm use of their new vehicle. Whether
these efforts involve establishing a crecat union, a child care
center,nursery school, a coop market, or recreation facilities,
is not important. What is inmportant is the way in which pre-
viously powerless fanilies begin together to harness their new
pover and achieve,; @s a result, a better living environment.

Cooperative experience is an education in itself,
Cooperators who may barely bz literate learn tha importance of
writing, of keeping minutes. They learn the necessity of order,
whether in rxccord-keeping or in meetings of their peors. They
lear to use the deocratic political process and to cooperate
with others to achieve their desires. Thoy learn to accept and
support decisions nmade by the metbership for the convon good.
Furthermmore, they lewn the importance of saving and of meet'ng
financial obligations. :

It is hard to beliwve that, once in pousession of this
newly-acquired knowledge, cooperative residents have no impact
on their larger coramnities, their places of awployment, or their
local goverrients, though it is difficult to measure. On the
contrary, the nowly-created participunt having witneused the
value of participation and couparation, participates further,
What the marber of a cooperative learns ray help hin in

better canprelending the problans of govermvent, in develop=

ing leadarship slidlly, or in buoaning a loader, having been a
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life~time follower., Does the cooperator cexercise influence

in the lager cawmiinity? Do coujerative practices, including
a respoct for demderatic procosses ana {iocal responsibilities,
inflwoace the encictios In vhich thooe cooporative: exist?

FCH bolicves that they can and often do,





