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Abstract
Housing policy in Latin America cannot be regarded as 
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ed further by rapid urban growth and too much poverty. 
Nonetheless, there are many failings in current housing 
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vitation to the region’s governments to consider whether 
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policies and whether those myths are as damaging as will 
be suggested here.
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Vivienda, política gubernamental, pobreza, subsidio,  
arriendo. 

Resumen
La política de vivienda de Latinoamérica no puede 
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la mayoría de países. Por su puesto, resolver el problema 
de la vivienda es un asunto difícil, y el rápido crecimiento 
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sea aún más complicado. Sin embargo, hay muchas fallas 
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vivienda.  Este artículo es una invitación a los gobiernos 
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políticas, y si estos mitos son tan nocivos como se sugiere 
en este artículo.  

Introduction
As in most parts of the world, housing 
policy in Latin America cannot be re-
garded as having been a huge success. 
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years and in many countries has been 
getting larger. Whatever kind of strat-
egy has been employed (public housing 
construction, capital housing subsidies, 
slum upgrading, or delivery of property 
titles) has seldom managed to dent the 
problem of providing shelter. It’s un-
derstood that the task facing every Latin 
American country is enormous and the 
housing situation is complicated further 
by rapid urban growth and too much 
poverty; nonetheless, there are many 

failings in the proposed solutions of 
various housing policies. These weak 
nesses have been caused in part by cer-
����������������*�#
��#���#�������������
�
the housing policy lexicon. This paper 
is an invitation to the region’s govern-
ments to consider whether any or all 
of these myths persist within their own 
policies and whether those myths are as 
damaging as will be suggested here.

Myth one: The 
housing deficit can be 
eliminated
5�� ������ 6�������� �#�� #	�
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in 1990 was estimated to be 38 million 
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lion and it is currently between 42 and 
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assembly in October 2007, the Orga-
nization of High Ministers of Housing 
and Urbanization in Latin America and 
the Caribbean (MINURVI) indicated a 
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tive deprivation in the region, estimating 
that 40% of households in Latin Ameri-
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����
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�
improvements (22%) or were living in 
overcrowded conditions or otherwise 
lacked a home of their own (18%).” 
If the estimate of 40% was correct, it 
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2007 was around 60 million homes.  

While we should be sceptical about 
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getting any smaller and Latin America 
will suffer from a very large housing 
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clearly no exception to this trend, as 
table one demonstrates.

Myth two: a region 
without slums 
In 1999 the United Nations declared 
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millions of slum dwellers exist world-
wide, and the numbers are growing at 
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has fallen, largely because the UN’s 
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pends principally on improving the wa-
ter supply and sewerage services. Fur-
thermore, since Latin America claims 
to have increased coverage markedly 
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The United Nations’ campaign to im-
prove shelter conditions is commend-
������ ����� �"� �
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ceptable way. The kind of housing con-
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place to place and from one social class 
to another. What would be considered 
�	� ��� �� "��$#�"��� q
���{� ��� �#�� �����
�
Kingdom might be considered perfectly 
�
�������������*�����
�	"��#��'	��
%

It is possible to identify settlements 
or individual houses that lack physical 

 Year ���������	
�	�
�� ���������	
�	�
�� �����
�	�
��

Number % Number % Number %

1973 403 18.2 1,807 52.5 2,210 74.7

1985 492 13.6 1,719 33.2 2,211 49.0

1993 1,579 16.4 2,391 26.5 3,970 41.2

2005 1,307 12.4 2,520 23.8 3,828 36.2

Table 1.��������	
����
��������������������
Source.���
����!�����
�
����"�


infrastructure, and this is broadly how 
the UN�
����
���q
���{%�������#���

��
it is unwise to classify a whole area 
as a slum because there is usually so 
much variation within it, often between 
one household and the next. Settle-
����
�'��#	���'�������*�������

���
�
as slums, but what about settlements 
with water where some of the inhabit-
ants cannot afford to pay for it? What is 
an improved sanitation facility and do 
water pipes always carry water? What 
about gentrifying areas where elegant 
homes are close to over-crowded rental 
tenements? What about the need to dis-
tinguish between the homes of owners 
and tenants?

���*� *���
� �$	�� ������$� FQJ� ��$���
his book on Victorian slums by stating 
�#���#��'	��
��������#��'	�
�q
���{�O�
�
a term in the discourse of politics rather 
than science. It carries a condemnation 
of existing conditions and, implicitly at 
least, a call for action.” Unfortunate-
�*�� *���
� 	"� �+��������� 
#	'� �#��� q�#��
slum’ will always be with us. Even the 
�	
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�
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�
to remedy housing problems in the face 
	"��	�������$��	����*���
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An early test of whether slums could 
be eliminated was conducted in the 
United Kingdom during the late 1920s. 
M{�	��$��� ��
� ����*{
� F�J� "��	�
�
study compared the health and expen-

������	"���q
���{��	������	�����}�	��-
ton on Tees with that of a group that 
had been moved to modern housing. 
“The results were dramatic. Although 
the estate to which the families moved 
was carefully planned and well-built, 
��
��#��#	�
�
�'��������
�'��#������#��
kitchen range, ventilated food store, 

wash boiler and all the most modern 
sanitary arrangements, the death rate 
of the families increased by 46 per cent 
over what it had previously been in the 

���� ����� �#�*� ��"�� ��#��
|� F�J%� /#��
simple explanation was that in order to 
pay for their new housing the families 
were able to spend much less on food. 
As a result they were less healthy and 
died earlier.

The truth is that poor people need 
"		
� ��
� #����#� ����� �	��� �#��� ����-
ity shelter. Hence, many actually need 
cheap, even rudimentary, accommo-
dation. If cheap shelter is unavailable, 
they become homeless or they spend 
too much on housing. There is some-
����
����	���������'��������	���$��#��
�#*
����� ������*� 	"� #	�
��$� ��
� ��-
proving the life of poor people.

No city in the world is without bad 
housing conditions. Moreover, it is im-
possible to remove slums because the 
slum is an ideological and relational 
concept. Even if general housing stan-
dards rise, areas that fail to reach the 
��'�$�������
���
��
�'�������
����
��
�
slums. As such, solving the slum prob-
lem is impossible. Those misguided 
governments in China, India, the Phil-
ippines and Zimbabwe that evict slum 
families for political or speculative 
reasons merely make conditions worse 
somewhere else.

If slums will always be with us, is the 
qj����
� '��#	��� 
���
{� ������$�� 
��-
��*� �� "���#��� �+������ 	"� 	"������ �#��-
oric creating a mythical utopia in an 
imperfect world? Are Latin American 
governments being cynical, employing 
the promise of eliminating slums sim-
ply as a useful political slogan?
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Myth three: Rich 
countries are  
examples of good 
housing practice 
There are of course positive lessons to 
be learned from the experience of de-
veloped countries. In Europe and North 
America the tragic housing conditions 
of the nineteenth and early twentieth 
centuries were eliminated. Gradually 
most houses obtained a piped water 
supply, connection to sewers, and 
where necessary better heating sys-
tems. Extreme overcrowding was also 
reduced. The development of mortgage 
������
� ���	'�
� �#�� �	��� �"������ �	�
purchase their own home, and better 
transport facilities permitted suburban 
development where many families 
could live in a house with a garden. 

But if the tragic living conditions de-
scribed by Charles Dickens, Emile Zola 
or Jacob Reis have been eliminated 
from most developed countries, it is 
most certainly not the case that everyone 
����
� ��� �
������� #	�
��$%� �#���� "�'�
OECD� $	��������
� �����
#� �$���
� 	��
�#����#	�
��$�
�����
�����*���	���������
����		��������*�#	�
��$���
�
	���
	��	��
even have a roof over their heads. In the 
United States, the incidence of home-
lessness is probably higher than in most 
parts of Latin America. According to 
the US Department of Housing and Ur-
ban Development, there were 643,067 
sheltered and unsheltered homeless per-
sons nationwide in January 2009, and 
about 1.56 million people used an emer-
gency shelter or a transitional housing 
program between October 1, 2008 and 
September 30, 2009. This number sug-
gests that roughly 1 in every 200 per-
sons in the US used the shelter system 
at some point in that period.1

Governments in developed countries 
have tried many different approaches 
to solve their housing problems, but 
none have solved the problem of how 
�	�#	�
���#���		���
�������*%�/#�
�#�
�

been a particular problem in the bigger 
cities and in the countryside, and some-
times policy options have produced un-
fortunate outcomes. Efforts in the UK, 
France, the Netherlands, and the USA 
to build public housing for the poor 
have rarely produced the anticipated 
results. While the early council house 
programme in the UK was successful, 
the accommodation did not always go 
to the poorest and such housing was of-
ten located in places that were distant 
from work. However, the real problems 
emerged when governments in the 
1950s and 1960s tried to accelerate the 
programme and build high-rise social 
housing using pre-fabricated methods 
of construction. When combined with 
a lack of maintenance and too little 
proper management, living conditions 
on many of these large estates soon de-
teriorated. Today many are considered 
�	����q
���
{���
��	����$	��������
�����
contemplating their demolition.

More recently, government efforts in 
the United States to turn poor families 
into private homeowners have proved 
disastrous. Previously conservative 
mortgage lenders were transformed 
���	���	��$�������
��
��
	������
����
-
ing money to families with poor credit 
rating and little or no income. We are 
�����	'�
�""����$� �#���	�
�������
�	"�
the sub-prime crisis. Not only has it led 

to macro-economic problems and ris-
ing unemployment, but it has also led to 
���*�	"��#��q�����������
{�	"��	��
��	
-
ing both their savings and their homes. 
6��	�
��$� �	� �#���}����������*/�����
around 3.8 million foreclosures were 
���
� ��� ������ ��
� �#��� ������� �	��
�
����		���	���	���Q������	���*����!F�J%�

The lesson to be drawn from these 
two examples is that no government is 
capable of resolving its housing crisis 
(in whatever form it takes) if the coun-
try exhibits widespread poverty and 
unemployment. If the country is also 
�����������
�	�����#����
���#���*�*���
�
most developed countries have become 
�	��� ��������� �#��� �#�� ��
�� �
� �����
�	���
�"�����%

It would be useful to see UN-Habitat 
supplement its web pages advertis-
��$� q��
�� ��������{� '��#� ��� �����������
	"� q'	�
�� ��������{� F��J%� �	��������
�
across the world have perhaps more to 
learn from the mistakes of others than 
from the too often romanticised success 
stories.

Myth four:  
When home prices fall 
there is a housing crisis
The British press, prompted perhaps by 
real estate interests and the high pro-
portion of home owners in the UK, reg-
ularly complain when house prices fail 

1 The baseline, 1.6 million people, is the number of people who were homeless from October 2009 through September 2010, as documented by The 2010 Annual Homeless 
Assessment Report to Congress (AHAR).
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to rise. If prices fall it seemingly con-
stitutes a housing crisis. I would sug-
gest that the opposite is the case. The 
more house prices rise relative to aver-
age income, the harder it is for young 
families and poor households to buy a 
home. As such, a housing crisis is more 
likely to be caused by rising prices;  
indeed, this has been case in the UK in 
recent years when, in response, banks 
began to offer mortgages of up to the 
full value of the property.2 Servicing 
such large mortgage debts was only 
possible for most households if they 
contained two income earners. After 
2008, when people started to lose their 
jobs, the true horror of their situation 
������� ���
���%� /#�� 	��*� ��������-
ries of rising house prices are real-es-
tate agents and those households old 
enough and fortunate enough to have 
paid off their mortgage. Older Brit-
ons have gained at the expense of the 
young. Even the building industry suf-
fers when people cannot afford to buy 
very expensive houses.

To support the case that well-func-
tioning housing markets are not con-

sistent with rapidly rising real housing 
prices, consider the trend in house pric-
es in the UK and Switzerland in recent 
years. The UK has seen rapid increases, 
Switzerland has not. The reader should 
be able to guess which country has the 
"�'�
��#	�
�#	�

������$�������
�������
housing!

Myth five:  In wealthy 
countries, everyone 
owns their own home 
In Europe there is an enormous varia-
tion in the proportions of families that 
own their own home. In Romania 97% 
of families own their home, but in Ger-
many only 56% do, and in Switzerland 
a mere 35% do. Given that Romania 
is the EU’s poorest country, and that 
Germany and Switzerland are among 
the richest, the automatic assumption 
that there is a positive correlation be-
tween income per capita and ownership 
�	��
����	����
��	��F��J%

The lack of any real correlation is 
even more obvious when the tenure 
structure of very large cities is consid-
ered. Table three shows that some of 

the world’s wealthiest cities contain a 
majority of tenants (New York and Los 
Angeles) and some of the world’s most 
liveable cities contain even larger ma-
jorities, e.g. Geneva and Zurich.

The ideologically motivated link that 
is commonly drawn between home 
ownership and good housing conditions 
is false. Many families enjoy home 
ownership in very poor countries, often 
in rudimentary shelter lacking services. 
Many households in rich countries rent.

Myth six: A principal aim 
of government should 
be to create a nation of 
homeowners
Recent governments have promised to 
turn Colombia into “un país de propi-
etarios”, and virtually every other 
Latin American government has fol-
lowed a similar line. I am regularly 
��
��"	���
��*�#	�
��$�	"�����
�����#��
region that home ownership is part of 
Latin Americans’ culture. It most cer-
tainly is not, any more than it was in the 
United Kingdom before one govern-
ment after another gave more substance 

#��"��$�#%�

�&	���	��'	�(
Figure 1. House price change in UK and Switzerland

Base: 2011 Q3
Trend from 1975 Q1 to present
Trend = c2.9% per annum
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2. The most foolish banks offered loans of up to 125% of the value of the property because they assumed that house prices would continue to rise.
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to the myth. In the UK, around 90% of 
households rented accommodation in 
1918 and a majority still rented as re-
cently as 1970. In Britain, the desire for 
home ownership has been generated 
by excessively generous incentives to 
mortgage holders, a failure to tax im-
puted rent or capital gains, and a ne-
glect of the rental housing sector. The 
British population, like that of the US, 
was bribed to become home owners.

Many households do not need to 
own and currently are content to rent. 
Those who do not have permanent 
jobs, students, new urban arrivals and 
the recently separated or divorced, 
all need temporary accommodation. 
Those who want to set up a business 
cannot afford to use their limited capi-
tal to buy a house. Families without 
children may wish to take advantage of 
a central location; they will have years 
of staying at home once children come 
along! These households do not need 
their own home now - even those that 
dream of eventually becoming home 
	'���
�F���������!����J%

The Colombian constitution declares 
�#�������*���������#�
��#����$#���	���q
�-
cent home’ (una vivienda digna). It is 
not easy to clearly establish the mean-
��$�	"��� q
������#	��{������ �#��
����-
ment is reasonable. What is not accept-
able is that the decent housing has to be 

City Owners Tenants Other tenure

Berlin 11 89 n.a.

Chicago 68 32 n.a.
Geneva 16 78 6
London 58 41 n.a.

Los Angeles 50 50 n.a.
New York 52 48 n.a.

��V�"�	� 26 49 25
Zurich 23 66 11

Table 3.�W���"��
�"����"���X��	[�"�����
������!������������"��

&���$�\]�"���]���"����	��
��"������
�������
�����
]���]�"�(���
��X�����"�-��]	���"�������]	
������
�������������]�����	����	����"*

provided through full ownership. If that 
is the case then the majority of Swiss 
people do not live in decent housing! 
If Zurich and Geneva, with more than 
�#�����������
�	"��#������#�������
�����-
ing accommodation, can offer such 
����+��������������*�	"� ��"�� ��
� ��� �#��
process avoid a sub-prime crisis, that 
experience suggests that rental tenure 
offers a society some advantages.

Myth seven: Poor 
families have a right to 
home ownership
In a nation of homeowners, every poor 
family has the right to ownership.  
But how is it possible to turn this right 
into reality?

From the 1920s on, every govern-
ment in Latin America established 
housing agencies to build houses for 
the poor. In Colombia the Instituto 
de Crédito Territorial (ICT) was es-
tablished in 1939, and for a long time 
was regarded as a worthy institution 
�#��� ������ ��
� 
�
�$��
� $		
� ������*�
#	��
�F�>���QJ%�/#����	�����'�
��#���
it could never keep up with demand, 
and increasingly its homes went not 
to those most in need but to better off 
families or those with political con-
nections. Eventually, the combination 
of too many poor families, too few re-
sources, excessive populism and poor 

�
����
�����	�������
��#����
�������F��J%�
Throughout the region, governments 
found that they could not build enough 
public housing to satisfy demand. 
In addition, when they tried to build 
more units at lower cost they usually 
��	
���
� ���
������� ���	��	
���	�%�
Public housing projects in the 1960s 
were: “small in scale, largely unafford-
able by the poor, poorly targeted, and 
���$��*� ���"������|� F��J%� 5"� �#��� '����
true of the 1960s little changed during 
the 1970s and 1980s. In poor countries, 
it is obvious that too many households 
need homes and too few governments 
have the resources to build even a frac-
��	��	"��#��#	��
��������
%

From the middle 1980s most govern-
ments began to adopt a different ap-
��	��#�� ��������
� ��� �	� ������� ����� �*�
the Chilean experience. In an attempt 
to sweep away socialism, stimulate the 
private construction sector and house 
the poor, the Pinochet government in-
vented the up-front capital subsidy in 
�����F������������������!J%�5���#��"�������
social housing would be built by the 
private sector. Instead of the govern-
ment specifying what the private sector 
should produce, builders would be free 
to compete in providing consumers with 
the kind of housing that they wanted. 
The assumption was that private enter-
prise would produce more cheaply than 
under the public contracting system as 
well as provide a wider choice of hous-
ing for the poor. 

To stimulate demand, housing sub-
sidies would be given to poor families 
to increase effective demand for social 
housing. The Chilean government de-
vised a way of allocating subsidies to 
families who were both poor and pre-
pared to help themselves. The test of 
the latter was their willingness to accu-
mulate savings; the longer their savings 
record and the greater their savings, the 
more likely they were to get a subsidy. 
The subsidy and savings would not 
cover the whole cost of the house and 

3��	
��������6���������	������
������������#����#	�
��$�
�������*��
�������$��#��
�""����������'�����#��������
�	"�#	�
�#	�

�����#���	����*���
��#���������	"�#	�
�#	�

������$�
����
����������	��	
���	�%�/#�����#	
�	"����������	�������
�"�	���	����*��	��	����*���
��
������*���������=��#��#	�
��$�
�������
��	��������	�$��	��������
���
��	��*�
�
�'�
#��$�
�	�#�$#��$#���#�����
�"	���	�������
����������#��
���	�%�/#��}	��#�6"�����
���
	�������������#	�
��$�
�����%��	���������
�
�	"��#���	��������
�����+�������	��	"��#��'�*
����'#��#����
can be calculated see Fresneda (1997).
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the difference would be covered by a 
mortgage. The new subsidy mechanism 
was not an immediate success and some 
years passed before it began to function 
effectively. Ironically, its best results 
were achieved under the democratic 
governments of the 1990s. The govern-
ments of Patricio Alywin and Eduardo 
Frei began to boast that Chile was now 
the only Latin American country that 
'�
�����$��$��	�������
�#	�
��$�
�����3. 

This ABC package of savings (����-
ro), subsidy (bono) and credit was ad-
	���
� ��� �	
���
� "	��� ��� �����	�
�
Latin American countries including 
Colombia, Costa Rica, Ecuador, Mexi-
co, Panama and Peru. The logic behind 
the scheme is impeccable. Households 
have to demonstrate that they are wor-
thy of a subsidy by saving for the de-
posit, their reward is the subsidy which 
helps them to purchase a privately built 
home, and because there are so many 
poor families, the credit element reduc-
es the cost to the state.  

Unfortunately, the last ingredient in-
��	
���
� �� ��������� ��'%� �	�� �� ������*�
of reasons private banks are not keen 
to lend money to poor families, and the 
latter often have too low a credit rating 
to convince the banks otherwise. This 
problem was discovered very early in 
Chile and the answer was to insist that 
the Banco del Estado provide the mort-
gages. Alas, this was proved an unsat-
isfactory answer insofar as many of the 

�����������
�	"��#���	��
�'�����������	��
unwilling to pay interest on their loans. 
This is the reason why the credit element 
is now missing from Chilean policy.

In Colombia there is an additional 
problem. According to DANE, 60% of 
Colombian families in 2008 earned less 
than two minimum salaries and were 
therefore too poor to save very much 
F��J%�/#���	�
��������	"� ������
�
��-
ings and credit has been that the gov-
ernment has struggled to deliver the 
subsidies it has approved. Between 
2006 and 2009 the Fondo Nacional de 
Vivienda assigned subsidies to 172,000 
families, but only 63% were taken ad-
vantage of. 

Of course an obvious answer to the 
lack of credit and savings is to offer 
the poor much larger subsidies. While 
such an approach either increases the 
cost to the state or reduces the number 
of subsidies available, it has been tried 
in Chile and South Africa. However, 
experience in those countries suggests 
that larger subsidies only help partially 
because other problems emerge.

First, subsidised accommodation is 
often built to very poor standards or is 
very small in size. In Colombia, some 
VIP�#	�
��$�#�
�#�
����		�������	"�	��*�
36m2� ��
� #�
� ����� 
�+� �		�
� ��� ��� ��
building with no lift. Generally, highly 
subsidised housing is located in incon-
venient locations built where land is 
cheap. In South Africa, such housing is 

often tens of kilometres from the main 
centres of employment. 

Second, in South Africa, and to some 
�+��������j	�	���������*������������
�
have given up their heavily subsidised 
homes because they could not afford 
to pay for the upkeep of the house, 
the taxes, service charges and mainte-
nance. Others have given up the house 
because of the distance between home 
and work. Their response has been to 

����� �����	���������#� �#��#	�
�� �	���-
other household. 

Third, accurate targeting is at the 
heart of the subsidy system. In Chile, 
the government has developed a very 
good system of identifying the poor. 
Unfortunately, accurate targeting leads 
to groups of very poor families being 
allocated housing in the same neigh-
bourhood. These families have too little 
income to develop businesses or even 
to maintain their homes. The danger is 
that these areas of social housing may 
become ghettos from which no one ever 
escapes. They run the risk of becoming 
q
���
{�����#���	���		�
�
�����"�����%

Myth eight: Informal 
housing never provides 
a decent home
In an ideal world poor people would 
not have to build their own shelter, as 
so many do in Latin America. The dif-
�������
�	"������$������
#���*�'#�����	�-

Figure 2$�^_���	
��	`
�b!��������X�	�]��
������	
	��	��	-�#��	
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structing a house, surviving for some 
years without proper services and with 
problematic education, health and trans-
port facilities is bad enough; but to en-
visage doing this while living in a dan-
gerous physical environment, subject to 

�	��
�� ����#�����
� 	�� �		

�� ��$$��
�
belief. And yet in an environment of 
poverty there is often little alternative. 

Nevertheless, a majority of the Latin 
American population has done just this, 
and to the surprise of many, a large 
�������	"�"������
�#����
	���������2	�%�

Alas, far too many governments in 
Latin America recognise this reality, 
and some (particularly authoritarian 
regimes) have been wont to evict self-
help settlers. Today, most governments 
have accepted that it is more sensible to 
upgrade such settlements and remove 
only those that are located in particu-
larly dangerous places. 

But what about the future? It seems 
that few governments today are willing 
to accept either that an informal dwell-
ing can ever constitute a proper home 
or that self-help housing is an inevitable 
�	�
��������	"��������	����*%�6
�
��#��
no government in the region is creating 
sites and service programmes to accom-
modate the future growth of self-help 
housing. Most are pretending that capi-
tal subsidies and credit programmes 
will create enough formal housing to 
stem the growth of self-help settlement. 
Unfortunately, there is little evidence 
that any Latin American government is 
����$��$��	���
������
�#	�
��$�
�����4.

In that case, it is essential that Latin 
American governments accept that 
well-constructed and planned informal 
housing is a valid supplement to formal 
social housing. This means that gov-
ernments should continue with recent 
efforts to service and upgrade existing 
settlements. The national government 
and certain local governments in Co-
lombia have performed a major service 

in providing water and sewerage to 
low-income settlements in the coun-
try. Between 1985 and 2005 national 
water coverage improved from 57.8% 
to 83.2%, and sewerage from 47.1% to 
63.4% in 2005. In Bogotá and Medellín 
��������*��#��'#	����	������	��������
�
from these essential services.

What is missing is any real effort to 
plan for the future expansion of infor-
mal settlement. As a result, every gov-
ernment in the region is playing a con-
stant game of catch up. What good does 
it serve to provide infrastructure for 
existing informal settlements if nothing 
is done to prevent new ones from being 
formed? The answer was provided years 
�$	���q
���
���
�
���������	2���
{�F�>J% 

There are two essential ingredients 
in planning for the future. First, gov-
ernments must prevent the illegal oc-
cupation of land, particularly land that 
is dangerous for human settlement, 
expensive to service or is destined 
for public use. Second, governments 
should provide alternative areas for in-
formal settlement. Such areas need not 
have a full range of services, but would 
be laid out in a way that they can be in-

�����
��"�������*���
��#����*������������
date. Here the poor could build decent 
#	��
��	����#����*���
�������*� �#���
they do now, especially if technical ad-
vice and micro-credit were available 
and the cost of building materials could 
be kept down.

Myth nine: There are 
too few resources
It is obvious from the arguments so far 
that governments in poor countries can-
not solve the housing problem due to 
the amount of poverty, the size of the 
problem, and the lack of resources. 
Nevertheless, if housing really were 
a priority for Latin American govern-
ments many more resources could be 
dedicated to the task.

4������j#������#����
	����
�
����

�
�	�*�	"�#	�
��$����������6����������	�$����#��
�'��#�j	
������������	����*��	'�#�
������$���#	�
��$�
�������
�����
����	"��#�����������#�����%�
5  The French government in 2007 spent 14.2 billion Euros to help almost six million households to cover their housing costs (http://www.insee.fr/fr/themes/document.asp?ref_
id=T10F072). In the UK, “the chancellor, George Osborne, said spending on housing allowances had risen by 50% over the past decade to £21bn a year” (http://www.guardian.co.uk/
uk/2010/jun/22/budget-housing).

First, most Latin American govern-
ments spend very little on housing as 
a proportion of GDP; in 2008-9 only 
Brazil and Nicaragua spent more than 
��� 	�� 
	����� #	�
��$� F�J%� 5�� �	��-
tary terms, only three Latin American 
countries spent more than US$125 per 
capita on social housing, and Colom-
bia’s spending between 2002 and 2009 
averages out at a mere US$16 (0.5% of 
GDP). These amounts are trivial when 
compared to the amounts governments 
spend in many developed countries.5

Second, Latin American housing 
budgets are often poorly structured, 
target the wrong issues and are too 
	"������
������
��*����"������*���
�
corruption. The later history of ICT 
��
� 
��
�������*� �#��� 	"� Inurbe pro-
vide ample evidence of that in a Co-
lombian context.

If authorities were prepared to spend 
more on housing, and indeed social is-
sues in general, the potential for tax 
generation is considerable. Various 
sources of revenue that could be used 
to help improve the housing situa-
tion are simply not collected, notably  
betterment and capital gains taxes. The 
Colombian national plan of 1971, Las 
Cuatro Estrategias, embraced the ar-
gument that an accelerated process of 
urbanisation would create wealth that 
could be used to house and service the 
$�	'��$� �	������	�� F�QJ%� /#�� ������
reform acts of 1989 and 1997 decreed 
how that task could be accomplished: 
the contribution to develop that is “the 
responsibility of the owners of those 
urban or suburban properties or real 
estate that gain added value as a result 
of social or state efforts

Unfortunately, as many authors have 
pointed out, implementation of urban 
reform in Colombia has been disap-
�	�����$�F����������J�5���	$	�0����������
the property tax collected per house-
hold was only US$189, and the aver-
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age added value was US$2.5. In other 
cities in Latin America the tax yield is 
even lower. In February 2011, Alfonso  
Barrera, the mayor of Quito, told me that 
the property tax collected per household 
averaged out at a mere US$25.  

The lesson is clear. Urbanisation cre-
ates wealth for property owners and 
too little of that wealth is taxed. If  
governments really wanted to spend 
more on social housing, they could do so.
Myth ten: There is 
an enormous amount 
of dead capital in 
informal settlements 
For some, the Peruvian Hernando de 
Soto has provided the answer to the 
housing crisis in Latin America as 
well as  its employment and develop-
ment problems. He explains the current 
problem facing the poor as follows: 
“Even in the poorest nations the poor 
save. The value of savings among the 
poor is, in fact, immense – forty times 
all the foreign aid received throughout 
the world since 1945.” “But they hold 
these resources in defective forms: 
houses built on land whose ownership 
��$#�
������	���
�������*����	�
�
����-
���	��	����
���
���

�
�'��#���
����
�
��������*����
�
����
��	����
�'#��������-
����
� ��
� ����
�	�
� ����	�� �
�������*�
see them. Because the rights to these 
�	

�

�	�
� ���� �	�� �
�������*� 
	��-
mented, these assets cannot readily be 
turned into capital, cannot be traded 
outside of narrow local circles where 
people know and trust each other, can-
not be used as collateral for a loan, and 
cannot be used as a share against an in-
��
�����|�F!�J%

The priority for government, there-
fore, is to give the poor title deeds. Ti-
tles will give them access to credit and 
that will improve the functioning of the 
land and property markets. Of course, 
there is nothing particularly new or 
controversial about this policy. De Soto 
himself pushed this message very hard 
in his earlier book and he has been ac-
tively involved in regularisation and le-
galisation programmes in Peru for some 
*���
�F!�J%���	���
��������'���

�$�����
Washington, given that both the World 

Bank and the Inter-American Develop-
ment Bank have been saying something 
���*�
�������"	��
	��������F!�J%�

Property titling has its place, pro-
vided it does not come at too high a 
price and is supported by some kind 
of enforcement process. However, its 
defenders are too up-beat. Recently De 
Soto has claimed that the dead capital 
of the poor in 12 Latin American coun-
tries amounts to US¢�%�� ������	�� F!!J%�
Unfortunately, the method he uses to 
calculate this staggering sum is less 
�#�������
�������F!�J%�

Legal titles will not transform Third 
World housing for one very simple rea-
son: there are too many families too 
poor to afford decent shelter and are 

�"�������*� '�
�� �	�� �	� �	��	'� ���#�
from banks. In the face of abject pov-
erty, offering to formalise home owner-
ship achieves little for the owners and 
nothing at all to help hundreds of mil-
lions of tenants. Indeed, in the pirate 
settlements of Bogotá credit seems to 
be more freely available at the initia-
tion of the settlement than later. Pirate 
developers offer mortgages to poor 
��	�����������������
�
	��	��F!>��!QJ%���

Conclusion
5�� �� �		�� ��
� ���*� �������� ������

America it is foolish to pretend that the 
housing problem can be solved. Since 
there are serious housing problems in 
Europe and North America, countries 
which are both much richer and more 
������ �#��� �#	
�� ��� ������ 6��������
governments should stop promising to 
�����������#��#	�
��$�
�����%

Yet this is precisely what many Latin 
American governments pretend. One 
day, soon, everyone will not only live 
in a decent home but will own it too! 
The reality is different. 

It is time that governments were 
more honest. They need to stop pre-
tending that current programmes, some 
of which are admirable, can do much 
more than stem the tide of homeless-
ness and informal construction. They 

#	��
����
��	��
	���	"��#���*�#
��#���
they currently peddle. If they truly aim 

to improve housing conditions they 
need to generate more resources from 
the very process that is seemingly caus-
ing the problems: urbanisation. With 
those resources they could spend more 
	�� 
#�������
���
��������� ��
��	�����-
uitable housing policies and thereby 
reduce some of the problems. 

Of course they will never solve the 
problem so long as property markets 
push up land and housing prices, poor 
people earn so little and governments 
are so reluctant to tax capital gains on 
property. In this respect, we might per-
haps argue that Latin America suffers 
less from a shelter problem than from a 
governance problem.  
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