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Housing represents a basic human need. Families can access housing through public
policy, market mechanisms or by their own resources. This article adopts a welfare regime
approach to analyse the housing sector in Mexico. The objective is to map the Mexican
housing regime and to reveal its major outcomes. The study reveals the roles that public
policy, markets and families have played for housing provision in the country’s recent
history. Findings show that whilst recent policy changes have enhanced the government’s
intervention in the housing sector, they have reproduced the unequal and fragmented
nature of the country’s social policy, and their design based on a market rationale has not
resolved the housing needs for the majority of the population. The state and markets fail
to provide adequate support for the majority of Mexican families, which continue to bear
the heaviest responsibility for housing provision.
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I n t roduct ion
Housing represents a fundamental source of welfare for families, it is the centre of
family life, the realm where the family develops, and in many cases it constitutes its
main patrimony (Alcock et al., 2003; Allen et al., 2004). Families can access housing
through government interventions, private sector instruments or resources that they raise
by themselves. Under a welfare regime approach, the interactions of these three spheres,
namely the welfare mix, and their outcomes make up a country’s particular housing regime
(Kemeny, 2006; Norris and Winston, 2012). This article aims to map the Mexican housing
regime by establishing the extent to which the state, markets and families are responsible
for housing provision, and identifying the major outcomes that the interactions between
the three spheres have generated during the country’s recent history.

The article is divided into four sections. The first summarises current depictions of
the Mexican welfare regime. The second provides a historical review of the development
of housing in Mexico. The third outlines the Mexican housing regime, identifying the role
that the state, markets and society have played in housing provision over recent decades,
and establishes the regime’s major outcomes in terms of the access to and quality of
housing for different sectors of the population. The fourth and final section offers some
concluding remarks.

The M ex ican we l fa re reg ime and hous ing

The welfare regime of Latin America has been described as ‘conservative’ up to the
1980s and ‘liberal’ after that decade,1 with a large informal economy in both phases
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Figure 1. (Colour online) Spending on housing as a percentage of total social spending, 1990–2011
Source: Author’s own elaboration with data from CEPAL (2013).

(Barrientos, 2004, 2009). Characterisations of the Mexican regime coincide with this
depiction. In the context of an authoritarian hegemonic party regime and an economic
model of industrialisation through import substitution (ISI), welfare provision was based
on stratified social insurance for workers in formal employment (Barba et al., 2007; Dion,
2010). Families were covered insofar as their breadwinner was insured. Social insurance
was less stratified than in other Latin American countries (Mesa-Lago, 2000), but spending
was kept at lower levels (Hansen, 1971) and the programmes expanded at a slow pace,
only reaching half of the population by the 1980s (Filgueira and Filgueira, 2002; Dion,
2010). Given the limited scope of social policy, families carried the heaviest burden of
welfare provision, with a minor role played by markets (Brachet-Marquez and De Oliveira,
2002).

After the 1980s, political and economic liberalisation triggered and shaped social
policy reforms (Dion, 2010). These reforms have placed market mechanisms at
the core of welfare provision, introduced cuts to social insurance programmes and
expanded the role of social assistance policies, pushing the country towards a ‘liberal’
regime (Brachet-Marquez, 2007; Bayón, 2009). Changes have not relieved families of
welfare responsibilities (Brachet-Marquez and De Oliveira, 2002; Bayón, 2009) and in
some cases have even increased them, as the design of new policy instruments has relied
on the traditional role played by women in Mexican society (Molyneux, 2006).

Recent characterisations of Mexico’s welfare regime have not considered the central
space that housing occupies in the country’s social policy. The Mexican government gives
a higher priority to housing spending than governments of other Latin American countries.
Figure 1 shows that spending on housing as a percentage of total social spending was
much higher for every year since 1991 than in Argentina, Brazil and Chile. In fact,
according to data from the Economic Commission for Latin America and the Caribbean
(CEPAL), up until the mid-1990s the Mexican government was spending more on housing
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than on social security – 16.2 per cent of total social spending on the former, compared
to 13.5 per cent on the latter in 1994 (CEPAL, 2013).

The deve lopment o f h ous ing in Mex ico

1 9 3 0 s – 1 9 6 0 s : m i n i m a l s t a t e i n t e r v e n t i o n

The Constitution enacted in 1917 had established the obligation for employers to provide
housing for their employees; but like other social dispositions, policies to fulfill this
obligation would take decades to be implemented (De Pablo, 2000; Brachet-Marquez,
2007; Garcı́a Peralta, 2010). During the first decades, the government began providing
soft loans to public sector workers and investing in social housing, developing housing
projects and letting the units; but these actions would be largely symbolic and would not
have any significant impact compared with the needs of the country (Brachet-Marquez,
2007; Garcı́a Peralta, 2010). Between the 1940s and 1960s, only 9,500 new homes a
year were provided with state support (Bredenoord and Verkoren, 2010),

Social housing was abandoned in the early 1960s because the focus of public policy
became the promotion of private property to combat socialist pressures (Garcı́a Peralta,
2010). The government created a trust fund within the central bank, called the Housing
Banking Finance and Operation Fund (FOVI), to channel resources for the acquisition and
construction of homes through private banks (De Gortari and Ziccardi, 1996; De Pablo,
2000), but only middle and upper class families would benefit from it, since private
loans were unaffordable for the majority of poor families (Rodriguez and Maycock, 2006;
Garcı́a Peralta, 2010).

The main option for poor families became self-built housing in irregular settlements.
The combination of fast population growth rates, rural-urban migration and urbanisation,2

and the low levels of public intervention generated the emergence of irregular settlements
on the peripheries of the cities, where families built their own homes with precarious
materials (CIDOC, 2004; Rodriguez and Maycock, 2006; Platt, 2010; Bredenoord and
Verkoren, 2010). This process was enabled by three factors. First, the availability of land
due to the illegal trade of rural communal land and direct invasions, with the collusion
of public officials (Shefner, 2001; Rodriguez and Maycock, 2006). Secondly, clientelistic
negotiations between the settlers and local governments, through the hegemonic party
regime, the only valid intermediary between the poor and municipal governments
(Langston, 2002). The settlers demanded, and usually obtained, land titles and public
services, conditional on their support for the political regime (Shefner, 2001; Rodriguez
and Maycock, 2006). Thirdly, the need for a cheap workforce to develop domestic
industries, as self-built housing in irregular settlements kept demands for wage increases
under control, since families did not have to pay rent, and allowed employers to pay fewer
taxes since the government did not have to invest large sums in public infrastructure (Platt,
2010).

1 9 7 0 s – 1 9 8 0 s : t h e i n s t i t u t i o n a l i s a t i o n o f h o u s i n g p o l i c y

At the beginning of this period, the government responded to mounting social pressures
by expanding social policy. The high economic growth rates achieved during the previous
decades had not resulted in significant reductions in poverty and inequality, which
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triggered social and political tensions (Hansen, 1971; Brachet-Marquez, 2007; Dion,
2010). Housing was placed at the centre of the government’s response (Brachet-Marquez,
2007; Garcı́a Peralta, 2010).

Two housing institutes were created. The cornerstone of housing policy in Mexico
was the creation of the Workers’ Housing Fund National Institute (INFONAVIT) in 1972,
to grant soft loans to formal private sector workers for the purchasing, construction or
upgrading of housing units. INFONAVIT was put in charge of planning and coordinating
housing developments, but the construction process was subcontracted to private
companies (Puebla Cadena, 2006; Bredenoord and Verkoren, 2010; Garcı́a Peralta, 2010).

INFONAVIT was conceived as a social insurance model, the same logic as applied
in the design of the main social programmes. It had a tripartite administration with
representatives from officially recognised trade unions, employers’ organisations and the
state. It was funded by a payroll tax of 5 per cent of wages paid entirely by employers,
who did not oppose it because in a closed economy such as Mexico had under the ISI
model, the cost could be passed on to the final consumer (Brachet-Marquez, 2007). The
design of INFONAVIT, under social insurance logic, meant that coverage was limited to
waged workers in formal employment, excluding groups like the self-employed, informal
sector workers and peasants.

INFONAVIT would represent an important boost to housing production, but its
operation was marked by clientelistic and corrupt practices. Housing policy during
this phase was used for political cooptation and control (Garcı́a Peralta, 2010). The
process for the allocation of loans was controlled by trade union leaders, who tended
to favour their own union members to help secure political control (Martinez, 2003). At
the same time, union leaders, along with public officials and business leaders involved
in INFONAVIT’s administration, benefited by creating their own private companies, to
which the construction of housing projects was sub-contracted (Brachet-Marquez, 2007;
Garcı́a Peralta, 2010).

Housing loans for public sector workers were reorganised and grouped under a
unique fund called the Housing Fund of the State Workers’ Social Security and Services
Institute (FOVISSSTE), also in 1972. This fund was designed along the same lines as
INFONAVIT, but with more generous loan conditions (De Gortari and Ziccardi, 1996;
Puebla Cadena, 2006; Bredenoord and Verkoren, 2010). Separate smaller funds were
created for the military and workers of the state oil and electricity companies (INEGI,
2010).

For families of workers who were not in formal employment, many of them living in
precarious homes in irregular settlements, the government introduced subsidies for self-
built solutions. The National Fund for Popular Housing (FONHAPO) was created in 1981,
to offer subsidies for the construction or upgrading of homes (De Gortari and Ziccardi,
1996; CIDOC, 2004; Puebla Cadena, 2006; Bredenoord and Verkoren, 2010). As in other
social assistance programmes implemented during that period, clientelism was pervasive
in FONHAPO’s operation (Paladino, 2010).

Irregular settlements continued to be a common option for many poor families,
but the 1970s marked the institutionalisation of the government’s intervention in the
housing sector. INFONAVIT and FOVISSSTE increased the number of public housing
loans granted in the country from 51,000 in 1973 to more than 250,000 by the mid-1980s
(Brachet-Marquez, 2007; INEGI, 2010); but the process was conducted with high levels
of clientelism, corruption and inequality. Access to government programmes depended to
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a large extent on corporatist/clientelistic arrangements developed to guarantee social and
political control. At the same time, an unequal system had been created, with stratified
benefit levels for different population groups.

During the last decade of this period, the economic crisis of 1982 eroded
INFONAVIT’s resources due to a combination of high inflation and the low interest rates at
which loans were granted (Garcı́a Peralta; 2010), and FONHAPO was almost completely
phased out due to the cancellation of foreign funding and the decentralisation of its
activities to local governments (Connolly, 1997; Puebla Cadena, 2006).

1 9 9 0 s – 2 0 0 0 s : m a r k e t - c e n t r e d r e f o r m s

Three groups of reforms can be identified during this period. INFONAVIT was reformed
in 1992, with the aims of improving its efficiency, making the allocation of loans and the
administration of funds more transparent and offering workers a wider choice of homes
(Garcı́a Peralta, 2010). An individual account was opened for every worker to keep track
of their contributions, and a system of points was created to allocate loans based on the
account balance, age, wage and years of contributions. INFONAVIT had to pay return
rates on the resources deposited in individual accounts higher than the annual increase
of the minimum wage. Workers could then use their individual account balance as a first
payment to buy a home, with INFONAVIT providing the remaining amount as a mortgage
loan with low interest rates (LINFONAVIT, 1992).

At the same time, INFONAVIT withdrew from the sub-contracting of companies for
the construction of housing projects. Loans now had to be used to purchase homes directly
from private constructors. The institute was transformed into a financial institution for the
provision or facilitation of mortgage loans. FOVISSSTE was reformed along similar lines. In
this way both institutions became mere facilitators of credit with no further responsibility
over housing planning or production (CIDOC, 2004; Puebla Cadena, 2006; Bredenoord
and Verkoren, 2010; Garcı́a Peralta, 2010).

The second group of reforms consisted of the enhancement of the role of the private
sector. In the early 1990s the country experienced a boom in private mortgage lending as
commercial banks enjoyed abundant liquidity due to the liberalisation of the economy.
However, when another economic crisis hit the country in 1995, increases in interest rates
and irresponsible lending practices were two of the factors that led to their collapse. The
government rescued the banks, but private financing for housing came to a halt (Babatz,
2004; Garcı́a Peralta, 2010).

To boost private lending again, the government promoted the creation of specialised
private mortgage banks called Sociedades Financieras de Objeto Limitado (SOFOLs),
whilst the FOVI, created in the 1960s, was transformed into the Federal Mortgage Society
(SHF). To capitalise the SOFOLs, the SHF borrowed money from the social insurance
pension funds, which had been privatised in 1997, and the banks then lent the money
to the public. This process provided an abundant flow of resources for the financing of
housing (Babatz, 2004). INFONAVIT and FOVISSSTE introduced joint loan schemes with
the SOFOLs as well as with commercial banks (Puebla Cadena, 2006; Bredenoord and
Verkoren, 2010). A second way in which the government promoted the role of private
mechanisms was by financing the operation of private construction companies. This
process was also conducted through the SHF and the SOFOLs. The SHF began lending
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money to the SOFOLs, so that they could in turn lend it to private constructors (Babatz,
2004).

The two groups of reforms triggered an increase in the number of housing loans
funded by INFONAVIT, FOVISSSTE, SHF and private financial institutions, from 188,000
in 1990 to 832,000 in 2012 (INEGI, 2013), but they also generated considerable negative
effects. INFONAVIT’s reforms neglected the needs of the poorest workers. During the
1980s, 83 per cent of workers that received funding from this institute earned up to
twice the minimum wage; during the 1990s the proportion decreased to only 23 per cent
(Garcı́a Peralta, 2010), and by 2004 the average wage of workers who obtained loans
was six times the minimum wage, whilst 60 per cent of covered workers actually earned
less than three times the minimum wage (Puebla Cadena, 2006).The reforms privileged
middle and upper income workers by setting the individual account balance and the
wage as criteria to establish eligibility for a loan.

Additionally, the withdrawal of INFONAVIT and FOVISSSTE from the planning of
housing projects provoked disorganised growth of urban areas. The land counter-reform of
1992 authorised the commercialisation of rural communal land. Land close to urban areas
could now be bought legally by private constructors, unlike in previous decades when
it was traded on the black market. To maximise their profits, constructors began to buy
land further away from urban centres because it was cheaper, although it lacked services
like water and electricity and there were no adequate roads or means of transportation
to access it (Puebla Cadena, 2006). Between 1980 and 2010, the urban population of
the country doubled, but the urban footprint increased seven times (Herbert et al., 2012).
The poor location of the new housing developments represented severe problems for the
families that inhabited them (Puebla Cadena, 2006; SHF/CIDOC, 2012).

The reforms in housing funding and construction also left the sector vulnerable to
market forces. The government’s weak regulatory framework allowed the SOFOLs to
engage in risky construction and mortgage lending practices, which eventually led them
into severe liquidity problems, especially after the global financial crisis of 2008.3 Private
constructors also suffered, not only due to the economic downturn, but because the
bad location of housing developments decreased demand. The financial troubles of
construction companies meant that they could not meet their obligations towards the
SOFOLs, further aggravating the liquidity problems of the latter. By 2012, practically all
the SOFOLs and the major private constructors had declared, or were close to declaring,
bankruptcy (Herbert et al., 2012; SHF/CIDOC, 2012).

The third group of reforms was the expansion of targeted subsidies for the low income
population. Social assistance programmes had existed in the past, but this time they were
larger in scope, more institutionalised and less clientelistic (Dion, 2010; Paladino, 2010;
Diaz-Cayeros et al., 2012). FONHAPO was revamped in the early 2000s, turning it
again into one of the federal government’s core housing programmes (Puebla Cadena,
2006). During its previous incarnation, FONHAPO’s subsidies had peaked at 61,000 in
1988; in the new version, they rose from 21,000 in 2000 to 278,000 in 2006 (INEGI,
2013).

An additional programme of subsidies for poor families was introduced by another
government agency, called the National Housing Commission (CONAVI), in 2007. These
subsidies were meant to complement mortgage loans obtained from one of the public
institutes or a private financial institution (SHF/CIDOC, 2012), so only families that had
already obtained a loan could receive them.
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Figure 2. (Colour online) Per capita public spending on housing in Mexico, 1990–2010∗
Notes: ∗Amounts in 2005 US Dollars.
Source: CEPAL (2013).

The M ex ican hous ing reg ime

A f r a g m e n t e d an d u n e q u a l p u b l i c p o l i c y

Housing policy has taken different shapes throughout recent history. After an initial phase
of minimal state intervention came the institutionalisation phase when the housing funds
were created. INFONAVIT and FOVISSSTE represented a great step for housing policy, but
their growth was slow, and by 1989 both funds together were granting no more than a total
of 100,000 loans. Even adding FONHAPO’s subsidies, which amounted to 45,000, the
impact of public policy by that year was extremely limited considering that the country had
more than 16 million homes (INEGI, 2010). Moreover, the housing programmes operated
with clientelistic practices, as they were used to maintain social and political control.

Subsequent reforms made housing policy more transparent and less clientelistic, and
did result in a significant increase in the number of government loans and subsidies, which
reached 765,000 in 2012. Figure 2 shows how by 2010 the government was spending
more than triple the amount on housing per citizen than in 1990 (CEPAL, 2013). However,
in spite of the growth, the reforms reproduced a high degree of inequality.

Up to the 1980s, Mexican social policy was characterised by its dual nature (Filgueira
and Filgueira, 2002), with formal sector workers and their families receiving most benefits
delivered through social insurance programmes, whilst little was offered to the rest of the
population (Barba et al., 2007; Dion, 2010). Although introduced much later than social
insurance programmes, housing policy mirrored their ‘truncated’ and unequal nature.
Government action on housing focused exclusively on formal sector employees too, and
neglected the needs of the rest of the population. In the early 1970s less than 30 per cent
of the labour force was covered by social insurance (Carrillo Castro, 1987; IMSS, 2013;
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Table 1 Distribution of public loans and subsidies (% of total)

Year INFONAVIT FOVISSSTE FONHAPO Total

Loans
2000 89.0 8.5 2.5 100
2005 63.9 8.5 27.6 100
2010 66.4 12.7 20.8 100
2012 75.8 8.4 15.8 100

Spending
2000 91.4 7.4 1.2 100
2005 81.7 16.1 2.2 100
2010 73.9 24.5 1.6 100
2012 77.0 21.2 1.7 100

Source: INEGI (2012).

INEGI, 2013), so when the housing institutes were created, they could only benefit at
most one third of the population.

In recent decades social policy has been expanded to reach population groups that
had been traditionally excluded. This expansion has been carried out through targeted
social assistance programmes (Dion, 2010). In the case of housing policy, FONHAPO
represents the social assistance programme by which the government has attempted to
offer benefits to families without social insurance. The implementation of programmes
like FONHAPO means that the ‘truncated’ nature of Mexican social policy has been
breached to a certain degree, but its unequal features persist.

FONHAPO’s subsidies represent the largest share of the increase in the number of
benefits directly provided by public programmes during the last decade. If the loans
or subsidies provided by INFONAVIT, FOVISSSTE and FONHAPO are added together,
FONHAPO’s subsidies move from representing 2.5 per cent of the total in 2000, to more
than 20 per cent in 2005 and 2010. The top rows of Table 1 show the distribution of loans
between the three programmes, the bottom rows compare the distribution of spending.
FONHAPO’s spending did not increase in proportion to the other two funds, peaking at
2.2 per cent in 2005.

Even after the recent expansion of social assistance programmes like FONHAPO,
social policy in Mexico continues to be highly unequal. In 2012, INFONAVIT and
FOVISSSTE covered roughly 35 per cent of the workforce (INEGI, 2013). This means
that 98 per cent of the resources spent on programmes that provide direct housing
benefits are concentrated on that sector of the population. For the housing needs of
the workers not covered by INFONAVIT or FOVISSTE, the government spent only 1.7 per
cent. FONHAPO’s subsidies cannot have a strong impact because of their low spending
levels and meager benefit amounts (Puebla Cadena, 2006).

CONAVI’s subsidies have not reversed this unequal distribution of resources. In
2012, spending on this programme represented only 6 per cent of INFONAVIT’s
expenditure (INEGI, 2012). Moreover, 66 per cent of that amount actually complemented
INFONAVIT or FOVISSTE loans. Hence, even considering CONAVI’s spending as part
of the distribution, the resources spent on that part of the population not covered by
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INFONAVIT or FOVISSSTE, which represents 65 per cent of the labour force, would not
surpass 3 per cent of spending (CONAVI, 2013).

Inequalities also persist between private and public sector workers. The latter have
been traditionally regarded as enjoying more generous welfare benefits (Dion, 2010). To
provide housing, public loan schemes for civil servants were introduced from the 1920s
(De Gortari and Ziccardi, 1996), decades earlier than for workers in the private sector.
But recent reforms have exacerbated inequalities further.

INFONAVIT covers around 33 per cent of the workforce (IMSS), and FOVISSSTE 2
per cent (INEGI, 2014). As can be observed in Table 1, the proportion of loans granted
by FOVISSSTE increased considerably during the last decade, and by 2012 more than 8
per cent of loans and more than 20 per cent of resources corresponded to that fund. In
2000, the average INFONAVIT loan was 19 per cent higher than the average FOVISSTE
loan; but in 2012, the latter was 60 per cent higher (INEGI, 2013). Public sector workers,
who represent a small minority of the workforce, have been receiving a disproportionate
portion of housing spending, enabling them to access housing of much better quality than
workers employed in the private sector.

There are also differences in the interest rates that INFONAVIT and FOVISSSTE
affiliates pay. The annual rates are the same for workers earning the minimum wage,
4 per cent; but begin to differ after that level. At 1.6 times the minimum wage, INFONAVIT
beneficiaries pay an annual rate of 4.2 per cent, whilst FOVISSSTE beneficiaries continue
to pay 4 per cent up to a level of 2.5 times the minimum wage. At ten times the minimum
wage, INFONAVIT affiliates pay a rate of 10 per cent, whilst FOVISSSTE affiliates pay only
6 per cent (LINFONAVIT, 1992; LISSSTE, 2007).

Recent inequalities between INFONAVIT and FOVISSSTE have been the by-product
of the reform of the public sector’s social insurance system. This reform increased
employees’ contribution rates and affected their pension rights (LISSSTE, 2007). In return
for workers not opposing the reform, the government offered an increase on housing
spending, among other perks (Tompson, 2009).

As INFONAVIT was stripped of its solidarity component (Garcı́a Peralta, 2010),
inequalities have also been preserved across workers of different income levels. The
introduction of individual accounts and the points system to allocate INFONAVIT loans
meant that fewer poor workers could obtain a loan (Puebla Cadena, 2006). CONAVI’s
subsidies were a response to these deficiencies, but their low level (CONAVI, 2012)
suggests that, even if covered by a housing institute, low income workers can hardly
accumulate enough resources to significantly improve housing standards.

T h e fa i l u r e o f m a r k e t m e c h a n i s m s

Market mechanisms have been placed at the centre of housing provision in recent
decades. The institutionalisation phase of housing policy was marked by corruption,
clientelism and a limited impact on the majority of the population. In tune with reforms
in other policy areas, markets were seen as the solution to the country’s housing problems.
Market mechanisms were promoted on two fronts: funding and construction.

The lending frenzy on which commercial banks embarked between 1992 and 1994,
eventually granting more loans than INFONAVIT, came to an end with the crisis of 1995
and contributed to their collapse (Connolly, 1997). The government then took the decision
to boost private lending through the SOFOLs. By 2000, the private sector’s participation in
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Figure 3. (Colour online) Private sector’s loans and subsidies (% of total)
Source: INEGI (2012).

the funding of housing had practically disappeared following the collapse of commercial
banks, representing less than 1 per cent and just over 1.5 per cent of the country’s direct
loans and funding, respectively. With the expansion of the SOFOLs, by 2007 the share
had increased to 22 per cent of the loans and more than half of the funding (INEGI, 2012).
These percentages are shown in Figure 3.

In the past, commercial banks had concentrated their lending on middle and upper
income sectors, which constitute the minority of the workforce. After 2000, the aim
became to extend the scope of market institutions towards the low income population;
but the attempt failed. Figure 3 shows that the proportion of private sector loans decreased
significantly after 2007 due to the collapse of the SOFOLs, which moved from granting
23,000 loans in 2008 to only 3,000 in 2011, and representing in this latter year less than
0.5 per cent of the total funding provided by private institutions (SHF/CIDOC, 2012). The
levels of market intervention did not fall further because commercial banks continued
providing loans to middle and upper income sectors (Herbert et al., 2012).

The main factor behind the demise of the SOFOLs was the lack of state regulation. The
government took the conscious decision to renounce its regulatory obligations because it
expected that the market would impose the necessary discipline on the SOFOLs (Herbert
et al., 2012, SHF/CIDOC, 2012). But the prominent rule that the markets followed was
that of maximising profits. The SOFOLs rapidly engaged in lending practices that led to
their bankruptcy after the global financial crisis of 2008. By the end of the period the few
SOFOLs that were still operating relied exclusively on government funding (Herbert et al.,
2012). The story is similar to that of 1995, when the government had to step in to rescue
private banks.

The vacuum in the funding of adequate housing for low income families continues to
be unfilled. Private sector loans remain inaccessible for households with earnings of up to
four times the minimum wage (SHF/CIDOC, 2012), the income bracket into which 40 per
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cent of households in the country fall (ENIGH, 2010). The market imposes unbridgeable
restrictions such as high income thresholds to qualify for a loan, and high interest rates
and down payments (Puebla Cadena, 2006; Bredenoord and Verkoren, 2010). The levels
of mortgage debt have not risen as much as in other countries; in 2009 it was estimated
at 14 per cent of Gross Domestic Product (GDP) (SHF/CIDOC, 2009). But, as discussed,
this is not because the state has not tried to increase mortgage lending, but because of
the failure of its market-centred model.

The second front opened by the state to promote markets was the funding of private
construction companies, carried out by SHF with the SOFOLs acting as intermediaries.
As in the case of mortgage lending, at the beginning the initiative seemed to be producing
good results. The proportion of housing within the construction industry increased from
17 per cent in 2000 to 32 per cent in 2007 (Herbert et al., 2012). However, the absence
of state regulation would also cause serious problems.

The withdrawal of the public housing funds from the planning of housing production
(Puebla Cadena, 2006; Garcı́a Peralta, 2010), combined with historically weak oversight
functions by the federal and local governments (Herbert et al., 2012), meant that the state
tacitly left the planning of the supply of housing to private constructors. Constructors could
count on abundant funding offered by the state, through the SHF and the SOFOLs, but
in order to maximise their profits they ended up flooding the market with badly located
homes far from urban centres, and in some cases of low quality too. Housing demand fell
rapidly; it was estimated that by 2011 there were around 4.6 million uninhabited homes
in urban areas, many of them due to their inconvenient location and lack of access to
public services (SHF/CIDOC, 2011). As happened with the SOFOLs, most of the large
constructors that boomed during the first years of the century were, or close to, declaring
bankruptcy (SHF/CIDOC, 2012).

Housing has been described as the wobbly pillar of the welfare state because of its
reliance on markets (Kemeny, 2006). Private sector participation in housing is frequently
higher than in other social policy areas, but in Mexico the market rationale was seen as
the ultimate solution to the country’s historic housing problems. Liberal politicians and
policy-makers have been promoting market alternatives in all policy areas for more than
twenty years (Teichman, 2002; Rodrı́guez Araujo, 2010). The tendency is evident not
only in housing, but also in pensions, with the privatisation of social insurance systems,
or in anti-poverty policy, where conditional cash transfers of minimal amounts have the
foremost objective of reducing poverty through labour market participation (Bayón, 2009).
The outcomes however, are not optimal. Far from it, the prioritisation of market solutions
by the state has generated additional problems of its own.

The r e l i ance on fam i l i s t i c a r r angemen ts

Home ownership rates have been traditionally higher in Mexico than in many other
countries. In the early 1990s few European countries had a rate higher than 60 per cent,
whilst in Mexico it was close to 80 per cent, as shown in Figure 4. There are two causes
for this high ratio. On the one side, the aim of public policy since the 1970s has been to
support home ownership by providing loans or subsidies, undoubtedly having an effect
on the type of tenure. However, considering the unequal features of housing policy and
markets’ failures, it is familistic arrangements which explain the high numbers of Mexican
who inhabit their own homes.
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Figure 4. (Colour online) Home ownership rate in Mexico, 1960–2010
Source: INEGI (2013).

The majority of families have obtained their land and built their homes with their
own resources. It has been estimated that between the 1940s and 1970s the combined
efforts of public policy initiatives and market instruments amounted to only 35 per cent
of housing production, and that the remaining 65 per cent were homes that families built
mobilising their own resources (Bredenoord and Verkoren, 2010). By 2010, between 50
and 60 per cent of all homes in the country had been built by families using their own
resources, and every year 40 per cent of new homes were built without any government
or market support (SHF/CIDOC, 2010).

The problem for poor families is that self-built homes often result in long construction
periods, higher costs, and homes of low quality (SHF/CIDOC, 2012). By 2012, the housing
deficit, that is the number of homes considered in need of replacement because they
are built with precarious materials and/or overcrowded, was estimated at 9 million,
32 per cent of the national total. It was also estimated that given their low income level
and the labour market attachment of earners, only 7 per cent of families living in those
homes could demand a new home through government programmes or private financial
markets (SHF/CIDOC, 2010). Current state-market arrangements fail to offer alternatives
for the majority of families in the country.

Nonetheless, home ownership does represent an important source of welfare for
Mexican families. Considering that social insurance pensions cover less than one quarter
of the elderly population, and that families can only receive income support through
targeted conditional cash transfers of minimal amounts insufficient to raise living standards
in a significant way (Damián, 2007; Bayón, 2009), home ownership represents one of
the pillars of social protection, as in other semi-peripheral countries (Castles and Ferrera,
1996; Allen et al., 2004; Ferrera, 2005).

These types of welfare arrangements, and in particular the need and ability of families
to mobilise their own resources to access housing, resemble what Papadopoulos and
Roumpakis (2013) call a familistic welfare regime, where the family plays the dual
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role of main welfare provider and key agent for the reproduction of politico-economic
institutions. These regimes are characterised by a segmented, unequal and exclusionary
social protection system; a political regime based on clientelistic and corporatist relations;
a dual labour market with a large informal sector; and a capitalist economy dominated
by oligopolies connected to political elites (Ferrera, 1996; Papadopoulos and Roumpakis,
2013).

Mexico fits into this depiction, notwithstanding that, as in similar semi-peripheral
countries, the nature of state/markets–family relations has been transformed during the
past two decades (Papadopoulos and Roumpakis, 2013). The case of housing, as analysed
in this article, illustrates such transformation. During the first two phases of housing
development between the 1930s and the 1980s, families mainly interacted with state
structures. Markets were adequate to deliver housing for upper class segments. For the
majority of poor families, which provided the workforce for the capitalist development
of the country, relations with the state evolved from a stage when an engagement in
clientelistic arrangements was necessary to acquire a piece of land, regularise land titles
and obtain public services, to a more institutionalised stage, where affiliation to corporatist
institutions provided the key to obtaining a housing loan from the government. In both
stages families had to mobilise their economic and political resources to access housing,
whilst housing arrangements guaranteed the reproduction of the hegemonic party regime
and an economic strategy based on the development of domestic industries.

Market–family relations gained importance during the last phase. Housing policy has
been expanded but with a market rationale. Access to housing now depends to a larger
extent on the family’s market income and its capacity to contract debt. In addition, targeted
subsidies complement the political regime and economic model by supplementing low
earnings. Because of their minimal levels, they fail to offer comprehensive housing
solutions; but along with other targeted programmes they would be helping to legitimise
the pluralist democratic regime by offering at least some benefits to the poor, whilst serving
an export-oriented economic model, by keeping labour costs and social spending under
control, with the aim of raising the competitiveness of the country.

Both modes of state/market–family relations have produced poor outcomes in terms
of the funding available for, and the quality of, housing. In the past, corporatist and
clientelistic practices resulted in the exclusion of large sectors of the population. Under
the current market-oriented model, housing funding and production have increased,
but the country’s historic housing problems have not been resolved, whilst additional
weaknesses and risks have been created that limit the impact of public policy on the
welfare of the majority of the population.

Conc lud ing remarks

The development of the Mexican housing regime illustrates the evolution of welfare
provision in the country. From the onset of the hegemonic party regime until the
beginnings of economic and political liberalisation, state intervention in the housing
sector was based to a large extent on corporatist/clientelistic arrangements that had an
unequal and limited impact on the housing standards of the majority of the population;
simultaneously serving the state’s industrialisation strategy and helping to maintain
political and social stability.
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In the 1990s the government reformed the housing sector under a market rationale,
with the expectation of solving the country’s housing problems. Initially the market-
centred model did increase housing production and financing, but the reforms did not
correct the unequal and fragmented nature of the country’s social policy. Moreover, market
forces generated additional problems and created high barriers for access to housing by
large parts of the population.

Social policy in Mexico has been dominated by a market-centred ideology for the
past two decades. As illustrated in this article by the example of housing, the outcomes
have not been good. The literature on this country could benefit from further research on
the political, economic and social drivers of market-centred reforms, in order to identify
the mechanisms that could bring changes that would result in a more egalitarian and
redistributive social policy.
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Notes
1 More recent reforms could suggest that some countries in the region have moved towards a social-

democratic model (Huber and Stephens, 2012), but this would not be the case of Mexico, where social
policy changes have been based on liberal principles (Bayón, 2009; Dion, 2010).

2 The average annual population growth rate passed from 1.8 per cent in the 1930s to 3.4 per cent
in the 1960s, and the urban population doubled from 34 per cent in 1930 to 59 per cent in 1970 (INEGI,
2013).

3 Mexico was hit hard by the crisis, GDP fell 4.7 per cent in 2009 (World Bank, 2013).
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Federal/Fundación Centro de Investigación y Documentación de la Casa, A.C.
SHF/CIDOC (2012) Estado Actual de la Vivienda en México 2012, México, DF: Sociedad Hipotecaria
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