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In this paper the analysis focusses on the chanSng character of the coalitious stnictured
around housing poliey formation in Brazil. The history of housing pdiey in Brazil is to a large
extent the history of the National Housing Bank which was created by the incoming mhitary
regime in 1964 to replace the Popular Housing Foundation of the populist era. This paper,
therefore, is to a large extent  a recoustitution of the chandng pattern of interest
intemediation in the arena of housing polity, in which the National Housing Bank was the key
institutional actor.  The distinct 'housing coalitious' - that is specific alliances structured
around housing pdides - that coalesced in this  arena of housing pdiey reflected to some
extent the broader changes in the pofitical reSmes but are not reducible to them. Rather they
primarily constitute a product of the poHtical strateries pursued by the various sodal actors in
response to the broader changes in the political system - which are themselves contingent
outcomes of strugtles.

The Unholy AIllance: The Mllltary, Builders and Cons€rvatlve Populists

The National Housing Bank (Banco Ivacl.opal d¢ J7froI./acao, thereafter BNH) was set up in
1964 as the first major pohiey innovation which was announced by the incoming military
government following the coup 1. In the first meeting of the newly appointed  ministerial team
which took place three weeks after the coup the creation of the new housing ageney was
discussed and a proposal drafted. The rapidity at which this was accomplished in such a crisis
situation is revealing not only of  the politidzation of the current housing crisis but also of the
political stratedes of a major partner of the coup coalition: the conservative populists. These
politicians were associated with the National Democratic Union (UDN) and to a large extent to
the Social Democratic Party (PSD). Prior to the coup,  poHticians at UDN - particularly its
rerional faction in Rio de Janeiro which was headed by its state governor Carlos I.acerda - had
devised a proposal for a federal housing ageney aiming at the Presidential elections in 1965. It
was modelled after Rio's state government experience with a low cost housing program headed
by I.acerda's aide, Sandra Cavalcanti. The proposed agcmcy was a key issue in its presidential
campaign. The coup by excluding the more radical (and more popular)  elements from the
pontical arena - largely from the Brarilian I.abour's Party (PTB) but also from PSD - cleared

1. The bibliography on the cvolu(ion of BNII is huge. For gcncral accounts scc Gama dc Andradc, L. A. and Azcvcdo, Scrgiv
Hdbiacco e Poder , RID de ]anei\ro, Zahal, 198;2:, FENrty, RIchand,  Power Though Bureoucraey. Urban PolidcaL Anarfus in Eirazil,
G-r, 1983; Maricato, E. Poifea Hlabfaacfona/ do Rqgivc M[utar, Vozes, 1987; Fcmandcz, G. A. The Role of the State in I.atin
America: a case study of the Brazihan National Housing Bank', PhD Diss., University of Wisconsin, 1982; Azcvcdo, S. "Vintc c Oito

Anus dc Politico dc Habitacao Popular (1964€8): Criacao, Trajctoria, c Extincao do BNH" , J3wisco de Adndutgivacco f]tbdea, 4,
1989, pp.107-119. For discussions of case studies Of local implcmcntation Of federal policies scc the comprchcusive study by  Sachs,
Cclinc, PoAAtzg.4er I+ibflquies cr Jllabz&af Papz.4aine, Paris, Edition dc la Maison dcs Scicnocs des Hommcs, 19ap scc also Shidlo, Gil,

Social Policy in a ]iondemocradc regiv.c: the Case Of Publie Housing in Brazil, Bouldet, Weswhc-r Ptess, T990. For im ondirsh
rcvicw Of the bibliography see Taschncr, S. P. .Brazil., in Vlict, W van ed., 77ie /i.ecmedoi.a/ flfrodbcok a/JJowing Podefes and
J}acdees,New York, Grccrmood Press, 1990. Thcsc studies (Fcmandcz being the only exception) arc in the mcrst description Of

policies and prichtics, which are largely cxplaincd in tcms of a monolithic authoritarian state, and with no accounts of its intcmal
conflicts. AI altcmative explanation is offered in Mclo, Marcus C The State, the Housing Question and Public Polity Fomation in
Brazil. 1937-1977', PhD diss., University Of Sussex, 1987.
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the ground for lacerda's electoral strategy which was directed prirmrily against conservative
pohticians from PSD. As a major partner in the coup coalition the UDN was now in a position
to use state resources in patronage practices in order to gain electoral support. The much
envisaged housing ageney of the UDN's presidential campaign  could now be created and would
be instrumental in  mobihing pohitical support from the urban popular sector for UDN, which
in the southeastern states was largely an urban based middle class party.

The rapidity at which the new agcmcy was announced also reflected the mobilization of
building interests which acurred in the early 1960's in response to President Goulart's plan for
an urban reform and to the recession which deeply affected the buiding industry. The
developer's interests came to be channelled by the Rio's chapter of the Construction Industry
Employer's Union, SJCEGB - a corporatist body created in the 1930's during the Vargas Era. In
a series of conferences organized by S/CEGB, a proposal emerged for tlie setting up of housing
finance iustitutious modelled after the US's savings and loans. The urban crisis in the SJCEGB
's proposals was a product not of real estate speculative practices and unequal distribution of

urban resources in Brazilian cities, as suggested by left wing critics - a view which was
increasingly being endorsed by Goulart hinself - but primarily as a product of the building
industry crisis. I.ack of credit instniments as a result of escalating inflation was viewed as the
core problem. The builder's proposal included the introduction of indexation of financial
iustrunents so that savings could be encouraged  and long term financing (or for that matter
any loan with a repayment maturity over six months) could be made viable. The Brazilian
industrial bourgeoisie played an instnimental role in overthrowing Goulart. Through their
employers's union, and particularly through a rightwing think tank that played an instrumental
role in the coup, JPES, capitalists forged strong ties with the military establishment. In the post-
coup environlnent, leading entrepreneurs from the building industry acquired privileged access
to pohey-making circles, particularly to the Ministry of Planning and Economic Mobilization -
the institutional /ocus  for the grand strategy of conservative modemization of the society and
economy which was to be pursued by the mhitary reSme.

The builder's interests could be accomodated in the accumulation strategy of the new
reche. Encapsulated in the government's Strateric Action Plan, this strategy was centred in
monetary and fiscal measures aimed at reduchg inflation. The building industry  was viewed
as a key sector in that it could absorb surplus labour from the other sectors of the economy
which were to suffer the impact of recession. Because of its low dependeney on imports and
high employment generation potential it was granted a key role. Moreover, a specialized housing
rmance system would mobilize savings thereby offsetting the inflationary impact of a
stimulated  housebuilding industry.2

The political project of the conservative politicians and the sectoral strategy of the
builders (which was also a political project for countermobilization) were merged in a single
proposal which became the leSslation that created BNH. The Mhitary presided over this unholy
alliance of interests and wielded power veto, but not initiated policy proposals. Sandra
Cavalcanti, I.acerda's chief aide, became the first president of the new agency, and UDN
affiliates were appointed to chief posts in it.3 This compromise proved to be very unstable. The

2. This contrasts sharply with the first period of import substitution industrialization (1930-1960) when real estate and building
interests wcrc considered major obstacles. Cf Mclo, Marcus C 'Rctimes of Accumulation, the State and the Building Industry in
Bwi;\T940:rm:i.,inAnna)soflheXBaTtlettlnteTnalonaLSumrnerScl.ool,r98M.

3. tis Conto dr Mdwha put it .the housing plan is thrcatcncd to become a mere cleetoral platfom for Mr. Carlas lfcerda. Sandra
CavAlcanti ...induced Prcsidcnt Castclo Branco to crcatc an indcpendcnt satrapy that can bc used and abused by hc who takes



P3Q.   xp.*jc±*    f=u:L~  S#j -»`=v   t?u\

split became inevitable when the innovations pertaining to real estate finance, namely the
setting up of independent mortgage institutions, which were introduced by the BNH law, were
not implemented. The resources which were allocated to BNH were channelled to official banks
- rather than throuch the proposed private institutions - and to puunc housing schemes. In
addition, a sharp  conflict emerged when BNH refused to endorse a huge private scheme by a
leading SICEGB member and chief negotiator with the Ministry of Planning. This scheme
involving thirty thousand units and attracted about thirty thousand prospective buyers in a few
days was adrertised as part of a new housing cooperative program dy BNH. It came under
heavy criticis]n by the press and the Brazilian Institute of Architects, as a possible fraudulent
deal. AIleds iuegal procedures BNII seized control of the company's   assets thereby leading to
a confrontation between the two factions. For the Lecerda's faction the scheme represented a
strategy of outmanoeuvering on the part of the builders, which could put at risk their electoral
goals. As a resdy Cavalcanti was dismissed because of the 'overpditidzation' of BNH that
ensued. Key state actors came to perceive Cavalcanti's polity as undemining the reSme's
accumulation strategy.4  At the same time new developments were under way regarding the
political system as a whole. The military announced that the presidential elections would be
adjourned. The irreconciliabhity of the two proposals becane, therefore, apparent.

Althougli highly personalized in two figures - BNII president Cavalcanti and SICEGB's
director Gomes de Almeida - this episode represented a textbock case of sectoral interest
conflict. The former dismissal signalled a broader change in the political system. A strategy of
de-pditicization begun to be pursued by the hard-liners within the mhitary camp in which the
conservative populists - a key partner in the coup coalition - were excluded from the governing
coalition. ushering into a bureaucratic-authoritarian form of reSme.

Ebnkers, Bureaucrats and the Bulldlng Industry Complex: the Grand Coalition under
Bu]neaucraticuuthoritariaDlsm, 1967-1973

The de-politicization of housing policy ushered into a period of hegemony of
bureaucratic and capitalist interests in housing polity-making. A leading developer (who
significantly also attended mhitary school)  was appointed for a BNH directorship after
becoming  a director of the builder's association. On the other hand, bureaucrats orichally
from agendes which managed to be insulated from the political arena in the 1950's came to
orsoupy the higher echelons  at BNH. The exclusion of some actors led to a corresponding
inclusion of other interests in the housing coalition in this period. In fact, the new coalition
encompassed new actors and interests thereby making it its extremely complex. The first actors
to be encompassed were the independent financiers and bankers. Following the enactment of the
Capital Markets Reforin Act in 1965, the mortgage institutions which were proposed in the BNH
law were finally set up. They were highly regulated by BNII which was a lender of last resort
and ds the guarantor of the housing finance system (SFH) as a whole which comprised these
iustitutious and the pubhc housing state companies. This arrangement whereby commercial
banking  operations and public housing companies are not only regulated but also func(ionally

charge...Undcrtl)cplanBNIIbccomesoutsidcthccontrolOfthcSUMOC(thcMonctaryAuthority).ThcMinistryOfPlanningis
stripped Of the povcr to decide over SERPIIAU's (a BNII subsidiary) budget (and so on)... (08/sO/1964)..

4. As an internal report from the Natioml Economic Council put it: 'mis Housing Plan has not prod`iced the cxpcctcd results in
due time. It has been nine months since the setting up of BNH, and just when the labour surplus resulting from the austerity
mc8surcs was to bc absortnd with (hc help of the Plan, the fact is that it has not bccn implcmcntcd.. The report is in Gasparian, F.
Em dqtsa da Econoria Nacional, R3!o de ]a:neho, Saga, \966.
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dependent on much Of the same ftinds is highly conflictuaL`and makes the Brazilian model Of
housing polity rather uniquej New actors and interests assodated with housing finance were
created er /Iilijfo. Some institutions were created which were assodated with non-traditional
banking capital while others had oriSns in merchant capital. These real estate credit sodeties
and savings and loans were alloyed to issue real estate bonds and to collect savings. Within 10
years Of its creation the housing funds slrirocket and came to represent 12% of GDP.6

A much more significant development resulted form the creation of the senjcht`J
eyqrmtec fund (FGrs) in 1966. Based on a 8% payroll tax, this f`ind was introduced to
supersede existing employment compensation schemes. I( facilitated labour tunover as it
permitted dis]nissal provided that the accLimulated share (which was indexed and earned 3%  of
interest per ycar) Of the employee was paid. As the fund was extended to cover virtually the
totality Of all employees in the formal sector Of the economy (about 40 million individuals in
the 1980s), it accumulated vast assets.  The funds were earmarked for loans to the areas of
housing (prim.arily low cost, but frequently luxury units too) and urban infrastructure. Once the
f`nd was iutrodueed (and at the same time and the savings passbooks proved to be popular) it
attracted the interests Of the big commerdal banks. In the past liquidity crises had led to the
Monetary Authority prohibiting banks's financing for real estate development.  Under the plan
the banks were alloved to operate through real estate credit societies which they owned, and
more inportantly, it acted as finandal intermediaries for the funds. The integration of banking
interests to the system also permitted the incorporation Of a vast array of sub-sectoral interests
from the industrial sector because the building components fins were made eligivle for loans
from the FGrs funds. Because of the complex multisectoral linkages Of this sub-sector which
include fims in cement and chemicals or class production the interests with a stake in BNH,
and consequently in housing poliey, had vastly increased. It should be noted that these changes
ocund in a conten Of rapid capital accumulation which came to be known as the Brarilianh-.

During this period the architecture of interests structured around housing poliey became
more complex. This functional differentiation led to the setting up of ABECIPE (the mortgage
iustitutious' association), which acquired formal representation in BNH's decision-making body,
the Adrinistrative Council. Morcover, the president  of ABECIPE was appointed a President of
BNII in 1979. In addition, a new association, the Association of Real Estate Market Executives
(4DEMt), emerged out of the corporatist SICCEGB. SICCEGB which had among its functions
the representation of employer's association in I.abour Courts, and could not operate as an
interest group in its corporatist format.

Flssu]es in the Grand Coalition: Conservative Reromism  and the Builders Reaction,
1974-1978

5. For a comparative discusion Of the US, British and Brazilian Cases scc Mclo, Marcus C  .Eistmturacao lntraurbana, Rcgives dc
Acumulacao c Sistcmas Financeiros da Habitacao: Brazil cm Pcrapcctiva Comparada., Epaco a Z*baas, 31, 37-51. For an
cxcellcnt acount of housing polity in tcms of the Brazilian model Of hrelfare statc' scc Anetchc, M. 'Etado c Mcrcado na
Provisao Habifacional: Tfcs Modclas dc Politica., MA thesis, University Of Campinas, 1990.

6. For political crmofny appi.Caches to real estate dcvelopmcnt in Brazil scc RIbciro, I. C. Q. /„opracco /mounha;
Cgivacchtry Dfromrfu c /mpasses, RIo dc Janciro,IPPUR, 19ap Mclo, Malcus C .Rcames dc Acumulacao, Eistado c Articulacao
dc Intc- na Producao do Eistado coustruido, 1940-1988. , in Valladarcs, Licia and Edmond Prctcccillc (eds) Jbemibiracco
UhbaRA. 7lmder.Ofas c Desqfias, Sao Paulo, Nchcl, pp. 168-182.
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l's presideney started a new period in the contemporary history of military
I initiated a series of reforms aimed at liberahing the poutical system. In

addition, from the outset of his term in office he announced his intention to reform the
'economic model'.  This pledge was encapsulated in the 11 Economic Development Plan (11 PND).

This highly ambitious plan aimed at diversif)ing the Brarilian economy through import
substitution in the capital goods sector and basic inputs, whereby the Brazilian economy would
become highly integrated and self-sufficient.  The motorcar  and the building industry which
had bccn the leading sectors during the years of the miracle were to be de-emphasized and
national resources v`rere to be channeled to these strateSc sectors. More importantly, by
intreduchg some redis(ributive pohdes it aimed at promoting redistribution of income. This
constituted the Achiles' heel of the new reSme which despite the spectacular growth rates that
was achieved showed evidence of increasing income concentration - as pointed out by its ditics
domestically and, as in the case of the World Bank,  in international arenas. The same self-
confidence  informed the political strategy devised by the Hberalizers v`min the governing
ehites. The Brazilian society had undergone rapid modemization and achieved maturity.
Therefore, the time had come to set the basis for the democratization  of the reSme. It should
me stred here that theprocess of democratization tuned out to be  radically different from
the pouticalpro/.ecf of the governing eEte.

The new accu]nulation strategy and political project  pursued by the rerime, in fact,
undermined the grand coalition that coalesced around  BNH. Housing was selected as a reform
area where redistributive policies were to be introduced. Measures designed to foster the
construction Of low cost housing units were announced by the new administration. and an
indtutional rcorganization stripped BNII's Administrative Council of much of its strateric
planning capacities. Major decisions where to be taken by the newly created Coundi for Social
Development (in itself an organizational innovation indicative of the reformist mood) which
was presided over by the President himself. On the other hand, the government took several
measures designed to curb real estate especulation. The  boom in urban land prices were held to
be fueling inflation and more impor(antly was viewed as a major impediment to the
government's goal of providing affordable housing to the urban poor. The new administration
announced that low income housing would be prioritized. and that subsidies were to be
introdued for the first time. In addition, alternative programs designed to provide acess to
land such as sites and services and schemes for the legalization of tenure were to be considered
for the first time.8

The housing strategy turned  housing poliey making into a zero-sum game. Whereas in
the previous periods low cost housing programs were seen as a supplement to the formal market
(which as indicated above was nghly regulated and promoted by state polides), in the new
conjuncture the latter was regarded as an impedinent. The builder's reaction to the
governmentalstrategyreflectthefissuresinthegrandcoatition.Thegovernment'snewpriority
was viewed as a 'housing histery' - a 'mith to be exorcised'.9 The builder's pointed out that

7. The litcnturc on the liberalization process is huge. For the indispcnsablc rcfcrcnccs, scc Stcpan, Alhed Jfroacnndzrfug mz±/,
Jtohzcmso/ThndtonandCormqdr¢fro,OxfordUnivcrsityPrcss,1989;Rcis.F.W.andO'fronneu,G.(cds).4Zhoacracfaro
BrasikDihaascPcrqxrsdves.Vet.ke,T988:,Canungp,A.®ndD.hiz,EL\(eds)Condni.idadceM.dancaroEhaiLdaNova

ftybAiea, Sao Paulo, Vcrtice, 1989.

8. Scc Mclo, Marcus C -Politicas Publies c Habitacao Popular: Continuidadc c Ruptulas, 1979-1988., Jb.a, 2, 1989, pp 37-59;
Sachs, C±line ap. c".

9. Goner dc Almcida, farlas Moacir -Habitacao: Politico e Mites", Rc`wha deAdhrfrfuacco "Zwicpa/, 22, 133,1975, p.37.
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housing provision for low income sectors was unfeasible and produced opposition rather than
support for the government in electoral terms. The goverrment party's defeat in the 1974
senatorial elections were pointed as evidence. According to the  president of ADEMI, "a BNH
house is a matter of bitter, and frequently demagodc, ditidsm". The reason was "the leSslative
and financial contortionisms which seeks to reconcile the lack of income of the poor with the
sum required for purchasing a house..10

Fraglle Coalltlons and the Flal Crlsl8 (1979-1984)

The Figueiredo Adrinistration (1979-84) constitutes the final period of transition from
authoritarianism. Political life rcinvigorated, civil sodety 'resurrected'11, free competitive
elections were contested  and by the end of its term of office power was effectively handed
over to divilinus. On the other hand, under Figueiredo Brazil witnessed a rapid deterioration of
economic indicators. The country foreign debt reached unprecedented levels, inflation escalated
and balance of payment defidts led the government to reach an agreement with the IMF.
Housing pdicy during the Figueiredo administration reached an apogee in terms of output.
Completious reached an all time record in both the public housing programs and in the fomal
market. In fact, a compromise solution was found and the grand coalition was reconstructed -
although this was chort-Hved. During this period the President of ABECIPE was appointed
President of BNII - what indicated the privileged position enjoyed by the financial sector
within BNH. On the ~other hand, the public housing programs were put under short leash by the
Minister of the hterior, and self-nominated presidential candidate, Mario Andreazza. Housing
prograns were for the first time in an overt  fashion used as a patroage resource in the
political arena.

From 1982 onwards, as an nff program was implemented the deavages within the
capitalist camp deepened. As inflation escalated the independent real estate credit societies
could not compete with those owned by banks. These had as chief source of income the derived
from      current deposits at zero cost. Unequal competition and fraudulent practices led to 42
extrajudicial hiquidatious. The deavages between the finandal interests and building interests
(which reflect a deeper antinomy between the distinct forms of reproduction of money capital
and industrial capital) eracerbated as wages were sharply reduced in real terms thereby leading
to escalating arrears as mortgagors fen behind repayment eschedules. The real estate credit
sodeties refund to advance mortgages and charmelled the resources earmarked for housing
finandng (both for builders and prospective buyers) to the booming and nghly especulative
financial markets which characterized pro-hyperinflation in Brazil. 12 These practices had been
frequent since the late seventies but became more prominent as a realization crisis became
apparent in 1982-83. There ocurred an oversupply of housing units in a context of shrinking
incomes.

lot.apes da Caste, J. a 'A Nccessidadc da Moradia., i4Z}EAV,1975, p. 37.

11.ThccxprcesioncomesfromO'honncl,a.&Schmittcr,Ph.7}ioujtiouftmA«&hofaarianRi.4e..TcneachAcCorAtsfomsatow
«hccrfupI Zhoocraeder, Baltimore, John Hophins University Press, 1986, p. 48.

12.Asurveyofthcbalanccshcctsofbuildingrirmsshowcdthat'nonapcrational'profitsincrcasintlycxcecded'opcrationaJ'oncs.
SeeDiagno§1icoNacior.aldalndustriadaConsa-Icao,Fundaco]oaoP.inheho.\982.
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Despite declining incomes the real estate credit sodeties or`/ned by banks - and by then
indistinguishal>le from the banks themselves - attracted increasingiv more deposits as families
transferred their assets out of current accounts and to saving accounts at a faster rate. As the
economy faced a crisis of desintermediation the government found in these resources a means to
ron-on the mounting internal deficit. The government begun to use f`inds which had been
earmarked for housing and urban infrastructure investment for almost tyro decades to purchase
on a massive escale treasury bonds. Furthermore, fiscal and monetary measures were taken
which set borror`ring ceilings for the state puunc housing companies. The material basis for the
alliances forged around housing provision collapsed.

The difficulties experienced by house purchasers to honor their mortgages led to a
massive sodal movement in 1983 to press the government for a pditical solution. These
dificulties were also experienced in a much mnder form in the hte 1960's. As salaries were
increased in nominal terms to reflect the impact of inflation on an yearly  basis and the
mortgage principal was readjusted every three months, a negative balance would appear at the
end of the contract (typically 15 years). . The government created a mandatory insurance
scheme called FCVS to insure borrowcus of housing units in pubhc housing estates and in the
formal market (and under BNII schemes) against this residual balance. This mechanism was a
safegurd chould a gap arise between the the monetary correction of wages and mortgage
prindpals. From 1982 onwards the default rate reached crisis proportions as the real increases
in mortgages repayments surpassed the increases in real wages to an an increasing and alarming
extent. Alleds the illegality of these increases (as the law that created the FCVS made
anbiguous references to a constant share of housing expenditures in a minimum salary
household budget), weu over 2cO.Ou thousand pcople filed suits against the banks in 1983-1984.
The government responded by readjusting mortgages' repayments from the 130% to, depending
on the conditions of the contracts, to 87 to 109% respectively.B

These measures were fough( in Congress by the opposition parties in the first polity
initiative in which pohtical parties came to play a role in two decades. They were introduced
and discurd as part Of the stabilization program dictated try)I the IMF. It was a compromise
solution to the inposed reduction of real wages. In 1984 these rates were set at 143% while
inflation had reached 191%. Moreover the government introduced discounts of 10% to 25%
throuch the issue of bonuses. A more significant subsidy cane in 1985 when the new Civilian
Goverrment further reduced the mortgages repayments in real terms appl3ing a conection
index  of 112% in place of the 246% (the yearly inflation rate). Because of these measures
which covered 35 million mortgages contracts the FCVS which would cover the residual
balances presented a potential deficit of US sO bi. The Treasury would have to cover this
defidt during the 1990's as these contracts reach maturity. The uncertainties surrounding the
government's abifty to honour this fund led the real estate credit societies to paralyse their
lending operations. This led builders (i.e.those who did not co.I the real estate market for
especulative operations in the booming financial sector) to vof.ce their critidsm as these
iustitutious were mandated to invest in housing construction. 14

A vast socialization Of costs is therefore taking place through housing pofiey. The
mortgage finance iud(utious managed (o avoid heavy losses and massive bankruptides because
should they have opted to undertake legal repossession  of the units they  would be unable to
seu this stock in a context of depressed real estate values and of a highly saturated market.

13 For an cxtcnded dianssion  scc Mcto, Mamrs C, j4 Foi7p.acco dr PofEErica Jldbiaocfona/ ra Ivowa RpwhAjca, Rcscarch Report,
CNPQ, 1991.

14 I am using hcrc Hirschrmn'6 vell-known fomulation. Scc Hirschman, A. Eri¢ yojc6 Iqratry. Harvard University Press, 1972.
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Thu&thisuldyalliaaeeofhousii]gbu)rersandfinanciersmanagedtoedemalizethecastsof
the marceconomic instability  Of the Brarilian capitalism to the puunc. This acured in a
conten Of a completely restructured political arem. The grand coalition of the late 19cO's and
early 1970's gave away to fragmented and loosely articulated alliances of an ad Aac nature. New
actors vere irdnded in the new political arena. Fust, the house purchascr's mobilized and
articulated their demands both inside and outside congress throuch national and rerional
associations. They founded the National Coordination of Mortgagors which acquired massive
membcrchip and played a key role in negotiating deals with governments bureaucrats. 15
Second a rejuvenated Congress began to intemediate and channel demands from civil society,
and to force the executive to retreat in several ocasions. last but not least, the mchilization of
purchasers brought the judidary to the fore of the pditical arena. TheprREzndon of the
judigiv constituted another form of the "spilling over" of conflicts which had been
ciramuscribed to interest group polities and intrabureaucratic manceucvering.

Housing acquired an unparalleled political visibility during the years of 1984 and 1986.
This visihility was a direct product of the mobilization Of thousands Of house purchasers all
over the country during these years. However other factors were also impor(ant. These included
the highly publicized cases of extrajudidal Hquidation of real estate credit societies that was
prompted by fraudulent practices.  These reinforced the public perception of rmanciers and
builders as corrupt and state clients. The press coverage and the public debates about the
housing finance system made accessible its technicalities thereby enhanchg the visibhity of the
distribution of costs and benefits of decisions and of the interdependencies of the issues at
stake.

D€momatlzatioD and the Po]ltles or FragmeDtatlon, 1985-1991

The inauguration of Samey as the first dvilian president in 1985 marks the beSnning
Of the soulled New Republic. 16 The transition to democratic nile was made possible as a
result of an inter-elite pact. A coafition of center-left and center-richt political forces
dominated the transition agenda. The former which was represented in party polities by the
Party of the Brazilian Democratic Movement (PMDB) enjoyed an hegemonic position in this
coalition whereas the military retained a veto power in matters concerning the armed forces
and other key pdiey areas. The reformist agenda of the two first years of the Samey
adminination addressed  a variety of policy areas and aimed at implementing sweeping
reforms.

This acurred in a context in which the crisis of the housing finance system became an
important issue in the pditical agenda. This was reflected in the creation of the first Housing
and Ufoan Development Ministry in Braril. The Ministry commissioned the Brazilian Institute
of Architects to sponsor a nationwide debate on the reform of the housing finance system.

15 The coordination's vices and proposals arc contained in Coordcnacao Nacional dan Mutunricxit Jxagrasdeo Jtezfrofroar dd
Coo~NactonaldeMirenariosparaoGnlpodeTtabaLhoparaRtry..LacaodaPoudcaHabiLacior\al,Mi\mco,U9es.

16 For this period scc Lemounicr, 8. cd. I)e Geisar a Oufor: a Ea4anco dr 7}iandcao, Sao Paulo, Sumarc, 19ae Hagopinn, Frances
''be"xnyByUndcmacratieMcaus'?Elitcs,PolitiealPacts,andRcgivcTransitioninBnzil',Corpriadr!Puna/Sfudfa,23,

July,m147-170.ForabrilliantanalysisOfthcpoliticald]mamicsOfccononicrefomswithinsighrfuldiscussionsOfthcBraziliad
capseePHccodski.ANdem.unocaaya].dueMckcaPouscalandEcoromi¢RddrrnsinEasanE.gopeandLainArwica,
Cambndgc University Press, 1991.
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Dozens of events took place simultaneously in various states in which professional bodies and
neichbourhood associations partidpated intensively, and a  final report was published. In this
contexp the Presideney set up a Worhing Group to draft a proposal for refom. The
organization of the debates was a part of a strategy to mobilize support for the proposed
reforms. Furthermore it set out to be a  show case of a partidpa(ory mode of governance which
was the centerpiece of the new pditical discourse. The Working Group composition was a mix
of corporatist forms of representation and of more informal ones. Significantly, It did not
involve congress representations. Ironically, it was a paradigmatic enmple of continuity within
change. Among its members the Working Group included Gomes de Almeida, a former leader
from the Buflder's Association (SICCEGB) who played a central role in the setting up of BNH,
and other key figures as bankers and lawyers. Together with some of the government's economic
adviscr's they comprised the sub-group of invited partidpants. The other members participated
according to chteria of functional representation. These included representatives of the
associations of the real estate credit sodeties, mortgagors, state housing companies, builder's,
housing cooperatives, architects, insurance companies, realtors and of the Brarilian assodation
of Basic Sanitation. These meetings tock place during the negotiations regarding the mortgage
default, and this and related issues dominated the agenda. .

Despite these two initiatives the reformist strategy was discontinued. 17 Three factors
contributed to the decisional paralysis that ensued. First, the fragmentation of the 'transition'
coaltion at a national scale. This ocurred as Samey - a provincial politician who came to power
because of Tancredo Neves death shortly before inauguration - acquired more autonomy vis--
vis PMDB. In fact, The PMDB's  executive committee virtuauy controued much of the pohcy
agenda and were responsible for key ministerial appointments. Samey set out to coopt
conservative politidans to establish an independent basis of poffical support, particularly
during the works of the National Constituent Assembly, when proposals to reduce his term of
office were advanced, A conservative group  within the Assembly (the so called cencoo) were
elevated as his chief coustitueney in congress and several of its members were appointed to key
ministerial positions. This acurred at a time when the President dismissed the reformist
economic team that had formulated and implemented the Plan Cruzado. The fragmentation of
the  transition coalition  undemined the reformist zeal of the New Republic.

The extensive impact of the Plan in the country's financial system constituted the second
factor underlying the falure to implement reform.  Under the Plan a prices and wages freeze
was decreed and monetary correction was consequently abolished. The efforts at 'crisis
management' Of such a complex and bold plan that involved monitoring thousands of prices in
the entire economy fully absolved  the attention of the economic team and mobilized the entire
population. The centralized management of sectoral and punctual conflicts overloaded the
goverrment agenda. In an uncertainty-ridden environment the time horizon which infomed
political and economic calculus in the sodo-economic system was sharply reduced.  As the plan
success proved to be short-lived it alienated its wider coustitueney. The Plan had two immediate
consequences for the housing finance system. Firstly, it entailed huge financial losses as a result
of the monetary index used to adjust its balances. And secondly, and more importantly, it
helped to put BNH under the control of the Central Bank. This undermined the autonomy
enjoyed by BNH's highly professional and powerful bureaucraey within the state system,
thereby weakening a key state actor in the housing coalition. As a result housing reform was
de-emphasind in the refom agenda. Because of the magnitude of the financial losses of the
system and of the FCVS's defidt coupled with BNH's proven inability to monitor the
fraudulent mortgage companies the Central Bank was able to to take over without meeting

17 For the rtsolting pattcm Of polity-making scc Mclo Marcus C, 'Politicas P`iblicas c Trausicao Dcmcmtica., in Moura, A S,  a
Estw e as Polideas PubLicas na Thansicco Democradea, Salo Paiho, Vetti\ce, T989.
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much resistance. It could now channel - with a free hand and to an unprecedented scale -
housing funds to ron-on the mounting in(emal debt.18

The third factor that led to the decisional paralysis  in housing polity was the setting up
of the National Constituent Assembly. The drafting of the new constitution introduced a
variety of new issues in the political agenda, many of which of a foundational nature. They
constituted the rules Of the game and therefore defined the range of possibhities for concrete
poHcies. In the case of housing polity, issues such as the constitutional definition of property
rights were fundanental. The Assembly therefore became the focus of the lobb]ing efforts of
the various interest groups involved. However tlie simultancous consideration of a vast array of
issues fragmented political forces. Housing polity and urban development did not attracted
much attention, mostly because of the fragmentation of the actors with a stake in it.19

The fragmentation of the pdiey agendas within the state system is reflected in an
eremplary fashion in the subsequent fate of housing reform. In 1986, the techno-bureaucracy at
BNH developed a proposal for a National Bank for Urban Development drawing on the reports
that had been produced. This proposal was handed in to the Minister of Urban Development by
the President of BNH. Two chys later President Samey abohshed BNH and announced the sale
of its huge headquarters in Rio de Janeiro, a measure that took BNH's president by surprise.20
A state owned savings bank - the Criiaa! Economf.ca FcdeAV/ (CEF) - was mandated to took over
its functions. The aboHtion of BNH in fact constituted a major political dedsion but apart
from the grand rethoric which accompanied it did not introduce any pohey or organizational
irmovation. Programs were supposed to work along more or less the sane lines as before.
However, a major change ocurred as the organizational power basis of the bureaucraey was
severely undermined. Moreover the polity community structured around housing issues was
disarticula(ed A parallel phenomenon acurred within the capitalist camp. Despite the fact that
other interests, particularly from the urban popular sector had been included in the pofiey
arenas, BNI[ constituted the interlocutor par aae#cnce of the capitalist interests in housing
provision. Key figures from the associations of mortgage institutions and builders complained
about the lack of a decision making-center in housing potty-making from 1987 onwards. Gomes
de Almeida, Brazil's most influential building leader, pointed out that " the flation was taken by
surprise by the decision to abolish BNII - instead of firing it up".21 This points to the
rethorical character of the govemment's commitment to concerted action for reform.

18 This intcrburcaueratic conflict vac dcscribcd graphically by a former Central Bank director : 'Whcn I tcok o`/cr as Central Banl
director the hourfug finance system was totally insulated from the Bank..rae the near totality Of mortgage cfedits arc held by banks,
the isolated liquidity crisis that affected mortgrgc institutions, had become a problem for the cntirc banking system .... This fact

prompted the Central Efank to step in an area (sear8) (hat did no( belong to it. For the rirst time the barriers that had bccn crcctcd
bythcp-rfulMinistcrforthclntchorofthcFigueifedoAdministration...wcrcdismantlcd.(FOAhadeScoPtr«fo,12/6/87).I(is
corth strcsBing that, in fact, those barriers had bccn erected much carlicr.

19Thcg€ncralorganizndonalhagmcntationOfintcrestswasdescribcdvithunusunlclaritybythcprcsidcntofBNHinanintcmal
add~ to the Administrative Council: -mc more the power to rcgulatc is diluted among gcremmcnt agcncics, the less the
cxpcdieny in defining mles. It is universal cxpcricncc  that the complexity of decision-mating praesscs - that inacasc with the
numbcrofparticipants-couldcvcnproduewiscrdccisions.Thcdclays,hovcvcr,increascifallconflictingintcrestsareincludcdin
\hedcoitrfuonmdrin8meewhrs:as.SisanaFinanceirodaltobi¢acao:Desemponhoem1985,.SiaLacao,PtoblemasePerprd\)asem
1986 cxpsicco do Prenden¢c do BNI[ ao Corlselho de Adrninincao em 18/06/1986. Mj\mco.

20ExpsiccodeMbtwdoBancoNacionLdeDeseavohlimanloUTbano,erri14deNdvembrode1986:,ljcneltronEINHPcestidcut
Aragao to Minister Schwanz 11/14/86.

ZIDiariodaAssembteiaNedonaLConschiine,Or|22,|y9or7,p.S\
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Through the Association of the BNH's Employees the burcaucraey was very ac(ire in the
debates around the reform of the housing finance system. It made public impodan( aspects Of
its internal operations and corruption schemes and put forward proposals for rcfom. It also
oppond fiercely the abolition of BNII but was defeated. Its disarticulation entailed the loss of
the indtutional memory of housing prograns. The Brazilian Association Of State Housing
Companies which had played a similar role within the state grstem dedined fououing the
virtual paralisation Of these companies in the late 1980's (see Figurc 1). The pdiey community
was in this conted severely affected.

After 1988 there has been a noticeable inability for the actors which had a stake in
hourfug polity to constnict a coalition for housing reform and to advance polity proposals.
During the presidential campaign in 1989, the president of the Building hdustry Emplapr's
Association at Sao Paulo pointed out that "Disappointment is the best quession to convey our
feelings .... Rather than an indication of lack of pditical dout or influence  by the leaders Of the
®uilding) industry it has to do with a very serious matter: the fact that most Of the
(presidential) candidates are not prcoccupied with the housing questionm

Housing pouey in the period 1988-1990 reflected the fragmentation refened to above.
Restrictive monetary polides adopted in these years set bonowing ceilings for the state housing
companies reducing sharply the number of housing units built. At the same time a highly
chentelistic scheme was created outside the formal structure of the housing finance system (and
that had been in operation for twenty years). Unlike the prograns under BNH (and ty then
transferred to the CEF) it was funded from the federal government general tax revenue  rather
than from a revolving f`ind, and was operated by the Community Action Especial Secretariat
which reported directly to the Presideney. Moreover, community-based associations - instead of
the s(ate housing companies were to be encharged with the implementation of the schemes
which usually involved slum upgrading and self-help  . This flexible structure was par(icularly
suitable for a highly patronage ridden arrangement. It allowed the presiden( to bypass the state
governors who contl'oued the state companies and to coopt politicians at the munidpal level.
This state Of affairs was not altered substantially during the current Couor administration. As
in the case of the Cruzado Plan, the enactment of the Collor Plan in March 1991 - a plan even
more audacious that its precedent - the political agenda of the country became entirely
absorbed by it. Inforined by ncoliberal ideas it encompassed measures designed (o restructure
the puunc sector and the civil service and a complete program of privatization. Its boldest
measure however was the temporary seizure of the almost totality of financial assets in the
economy. Interestingiv, minor organizational changes in housing agencies has acLlrred and very
Httle in the way of housing reform has been accomplished

cODc]usion

This analysis has shown the advantages of the adoption Of a coalition approach to
housing poliey through a case study of Brazil.  To a large extent, it could be posited that the
especificityofhousingpdicyasapolieyarearesidesinitslocationatanintcrsectionOfthe
interest of financial, industrial, rentier, bureaucratic, political, and house consumption sectors.
The potential deavages which are inbuilt in the system makes the coalitious structured in the
arena of housing pdieyfrgl./c cca/I.a.our. Conflicts arise not only along production\cousumption
hoes but among capitalist interests.  These cleavages and tensions involved arc intensified in

z2 0 Esth de SCO pouio,On |Or3|fso
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the Brazilian case because Of the institutonal spcdfities of the hourfug fronce system. As
noted, public housing and comnerdal banks lending for housebuilding  fall under the same
regulatory fronoworL Soctoral deavages among indapcoden( finardcrb bankers  and builders
arise ch)ring tines Of all)ggish ccononic growth as credit restrictions arc implcmcnted, and
building activity contractsed. Conflicts invching state actor  and capitalist interests also
emquge as the .politics Of survival' lead state managers to pursuit rcdistribiitional pdicies.
Changes in the form Of rcchc, in turn, alter institutionalized channck of acess and pemit the
incorporation Of new actor to polity arenas, both directly, and indiredy. Conflicts among
state actors - partiailady the bercauraey and the governing alitcs - and among agencies
thelngches also arke in reapousc to reSme change. As the anabcis Of the failure of reform in
the democratic period slious the instit`itional basis Of the alliances among ac(ors, hovever, is
better coo]oept`]alized as  nor-anticipated consequences Of strugdes anong actors. The limits to
cousu]]ap(ion interests in the gnstem chould not be ignored. In capitalist societies labour is
dcpendcot on capital in that invesment decisions affect labour's velfarcra Hovever, dcavages
bctvecncapitalistintercsts,thequganizedmobilizationofcousumptionsectors,andbureaucratic
and interclass alliances do affect pdicy outcomes. Thus the possibility for institutional modes
Of dcammodification in social polity in general, and housing polity in partia]lar, opens up24

FIOuRE   1

Haueing  irortgages  advances  in  the  llousing  Finenee  Systen
1974-1990
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Source:   lJabite¢ao  &  Po`penc®,   Nov/Dec  1990
*  1990  jen-oct

23 See P-ld, Adam, 7be SAaae and lhlc Econangi eindcr Cqpz14rasm, thor, Hmnd Png 1990.

24FdrdecoDocptofdecodunodificationinsocialpoliey,secEaping-Andcned,Gesta,7*c77beWyzndo/W€//er€Cqpfro«sm,
Prinoctod Univcrity PrcsB, 1990.




