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ABSTRACT 

This dissertation explores the ways in which housing markets based on mortgage-

backed homeownership develop in an emerging economy. This is a case study of the 

institutions, actors, and financial practices at play. It contributes to the debates in the 

areas of the financialization of housing, the production of urban space, and economic 

globalization.  

I focus on developments in Peru from 1990-2014. During this period Peru’s 

national government implemented the country’s first major housing policy, which 

focused solely on the provision of homeownership and more specifically, making it easier 

for households to borrow money for the purchase of a new home. Through these actions, 

the government laid the foundation for a housing market that would be based on access to 

credit. This was a fundamental shift in Peru. This dissertation examined these 

developments and asked a number of questions. How were homeownership and the 

production of mortgages supported through Peru’s national policy? How had global 

actors and institutions facilitated homeownership and its financing? And lastly, were 

homeownership strategies being used as a tool for urban development? 

For this research, I applied an institutional approach to highlight the deliberate 

ways in which homeownership was supported in Peru. I focused on international, 

national, and local officials as well as developers and lenders who influenced the 

availability or scarcity of mortgage finance and the construction of new homes. I focused 

on the political and economic arrangements that transform the built environment into 

pieces that can be bought and sold. I collected data for this research from 1.) archival 

records and documents from Peruvian institutions and international financial institutions 
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(IFIs) and 2.) interviews with representatives from these organizations, often identified in 

the records (n=36). Data from archival research and interviews were used to explore the 

interplay between interests, power, and ideas between national and international 

institutions. This allowed me to bring the temporal chain of events into focus and develop 

the causal connections between actions and support from IFIs. I also examined the extent 

to which the government’s agenda and priorities coincided and diverged from the 

priorities set forth by the IFIs.  

Findings illustrate a compelling story about an important aspect of modern day 

urbanization in a globalizing world where efforts are underway to expand transnational 

networks of finance and investment. Homeownership is not a natural phenomenon as we 

may be led to believe; instead, it reflects interests aimed at expanding the financial sector, 

investment in the built environment and, ultimately, the global economy. Overall, by 

examining the institutional and spatial nexus buttressing homeownership in Peru, this 

study demonstrates how land and housing across the globe are being incorporated into a 

market system and subsequently, how these practices intensify the accumulation of 

capital in cities.   

In Chapter 3, I trace the institutionalization of homeownership in Peru and the key 

motivations behind such actions. Since the 1990’s, the government has introduced 

policies and programs that promote homeownership as the primary response to the 

country’s lack of affordable and adequate housing. Similar to the US, the government has 

taken a leading role in arranging the housing and finance sectors for the creation of a 

mortgage-based housing market.  
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Peru’s homeownership policy has embraced many neoliberal principles and is 

aimed at the restructuring of the housing market. The national government created the 

conditions so that the private real estate market could be arranged for the extraction of 

value. The premise being that once ‘enabled’, the private sector could meet the housing 

needs of low-income and other vulnerable populations. The government’s general 

approach was to reduce market informality (i.e., through titling and registration) and 

build confidence among residents and the private sector in a seemingly predictable 

institution of ownership and housing finance (i.e. through financial incentives and public 

promotion). Findings show that efforts to integrate these markets resulted in housing 

assistance for the creditworthy and created the assumption that one needed a loan to live 

in a house. Housing became increasingly treated as a product to be bought and sold on 

the market instead of a social good. And homeownership as the lynchpin tying the 

housing and financial sectors together.  

Chapter 4 highlights the role of IFIs in developing homeownership in Peru. 

Findings show that the government worked closely with IFIs to set up a strong mortgage 

market that would support widespread homeownership and the development of a 

secondary mortgage market. The national government and IFIs shared varying levels of 

consensus around engaging the private sector in housing provision, financial 

sophistication and standardization in mortgage lending, and deepening the financial 

sector. The case of Peru is useful for understanding the role of the national government in 

developing institutionalized mechanisms for housing finance and how this role has been 

facilitated by IFIs. These findings serve as an empirical example of global capitalism at 

work.  
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Chapter 5 demonstrates how mortgage-backed homeownership in Peru was also 

linked to place-making and urban development. Housing constructed and purchased with 

FMV subsidies was developed in urbanizing areas and concentrated in certain 

neighborhoods. This was not by accident and instead, the concentration of FMV 

properties throughout Peru revealed the speculative nature of such decision-making. 

Homeownership was part of a larger strategy to root investment in certain places and 

create more value within the built environment upon which loans could be made. 

Mortgage-backed homeownership requires certain amenities and structuring that create 

and protect the value of housing and the surrounding neighborhood. In this way, housing 

policies have the power to generate a particular type of urban development to segregate 

groups and to concentrate investment in certain places.  

Finally, it is important to recognize that these findings are not unique to Peru. 

Practices to support mortgage-backed homeownership are taking hold across the world 

and are being led by national and international actors. I refer to the spread of these 

practices as the globalization of homeownership. The concept captures the economic, 

political, and ideological aspects of mortgage-backed homeownership. First, this research 

revealed the spread of a homeownership ideology. Despite the recent housing crisis that 

led to financial repercussions across the world, policymakers in Peru continue to have 

faith in mortgage-backed homeownership. Findings demonstrate how norms and taken-

for-granted beliefs surrounding debt-encumbered homeownership become are transferred 

and institutionalized. 

Second, efforts to support homeownership in Peru and many other emerging 

economies are not insular. Guidance and upfront financing to establish critical institutions 
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to support homeownership, such as mortgage guarantees and entities developed to 

support the primary and secondary mortgage markets, have come from a network of 

transnational actors. These recommendations and projects are in line with other efforts to 

promote economic liberalization and open markets.  

Lastly, I refer to the spread of national governments devoting resources to expand 

access to housing finance as the globalization of homeownership. Homeownership has 

become an international practice to intensify land values, create a market system within 

housing, and promote economic globalization through mortgage-backed homeownership. 

As homes become regarded as commodities, actual homes, mortgages, and other 

practices and institutions associated with homeownership are becoming more similar 

across countries. The infrastructure surrounding homeownership in Nigeria, now 

resembles that of Peru. These practices impose market principles in the organization of 

housing sectors, bolster investor confidence, and promote the flow of capital in and out of 

housing markets.  

The globalization of homeownership will remain an important area of study 

because of the impact it has on international, national, and local economies and the 

stratification it imposes on households and places. Capital will flow to certain places and 

creditworthy households will benefit. These efforts are in line with other neoliberal 

reforms and reflect a reliance on the market to meet the needs of those able to participate. 

This is to suggest that access to mortgage credit will increasingly structure housing and 

spatial opportunities across the globe and likely lead to greater inequality.  
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CHAPTER 1: STUDYING THE CREATION OF HOMEOWNERSHIP IN PERU: 

INTRODUCTION AND METHODS 

 

“A critical weakness in housing policy across the world is that governments place too 

much faith in the virtues of homeownership” – Alan Gilbert (2014: 97). 

 

Introduction  

For what seems like a brief moment in time, the recent housing crisis laid bare the 

complexity of modern mortgage systems. For the first time, the risks associated with 

mortgage-backed homeownership were unveiled. Many placed blame on unscrupulous 

lending and modern financial practices that caused millions of households to be drained 

of their wealth. Yet, the institution of homeownership per se remains unchallenged in the 

U.S. and abroad. In fact, many emerging economies continue to promote and support 

widespread homeownership as a key element of housing policy (Gilbert 2014; Ferguson, 

Smets, and Mason 2014). 

 It is easy to assume that as households acquire more income they desire to be 

homeowners. And that banks will happily rise to the occasion and provide loans. After 

all, this would explain the growth of mortgage-backed homeownership in many 

developing countries.  However, what this assumption and the blame game that followed 

the recent housing crisis in the US ignores are the institutional processes that structure 

residential decision-making for households. The decision to buy home is structured by 

larger forces. Yet homeownership remains taken for granted, viewed merely as an 

individual preference.   

The task of an urban sociologist is to make the invisible visible, to reveal the 

social, political, and institutional forces that create space and bestow opportunities. This 

approach has been applied to examine how access to housing shapes the geography of 
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opportunity in metropolitan areas (Goetz 2007; Shlay 1995, 2014; Cashin 2014). Several 

have also analyzed the institution of homeownership to reveal the social forces behind it 

and understand its increasing accessibility and rise to prominence in Western society 

(Jackson 1985; Collins 2007; Vale 2007). In the case of the US, government support for 

the expansion of homeownership has characterized housing policy since the 1930s, 

giving rise to distinct housing patterns and flourishing mortgage markets (Jackson 1985). 

This dissertation applies a similar lens, to examine the development of housing policy in 

Peru that heavily supports homeownership.1 A seminal work in urban sociology tells us 

that “you can learn a lot by figuring out how cities get built” (Logan and Molotch 2007: 

vii). This work continues in this tradition.  

In the past decade much of the Global South has faced rapid urbanization and the 

proliferation of informal housing settlements. Many national governments have 

responded with housing policies that embrace and heavily support homeownership in 

ways that are similar to the US and other highly developed economies. Peru, Chile, 

Brazil, Colombia, and Mexico have encouraged homeownership by adopting policies that 

make mortgages more accessible to larger segments of the population and by deeply 

subsidizing the cost of new housing (UN Habitat 2011). Recent research indicates that 

these housing policies have inevitably impacted the distribution of housing and people 

throughout these countries (Bouillon 2012). As in the case of the US’ emblematic 

suburbanization, the spatial implications of housing policies can be extensive, 

                                                 
1 Homeownership is defined differently across countries. For the purpose of this research, 

“homeownership” refers to the practice of formally purchasing a home in the private real estate market. 

Purchase of a home typically requires a downpayment and being deemed creditworthy by a commercial 

bank that will issue a mortgage loan.  
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concentrating investment in some areas and widespread disinvestment in others (Gotham 

2002; Shlay 1993).   

As pro-homeownership policies spread across the globe, few question its merits 

and even fewer try to understand the economic and political motivations behind such 

policies. Instead, homeownership is unquestionably touted as the be-all and end-all for 

upward mobility. It is often praised for creating construction jobs and as a key tool for 

asset-building among households. Under this paradigm, there is no limit to building new 

homes and distributing mortgages. In fact, it is common for many Latin American 

presidents to announce a home-building goal upon taking office. Peru’s President Humala 

upon entering office in 2012 announced he would build half a million homes during his 

tenure. What is not announced is the amount of debt households will incur upon 

becoming homeowners. The detail missing from President Humala’s announcement and 

from others is that homeownership is reserved for the creditworthy and that lucky 

recipients will receive a 20- to 30-year mortgage. The point here is that while political 

officials promise to offer “the dream of homeownership” to all, the risk and debt tied to 

such transactions are overlooked.  

Widespread homeownership is made possible through a financial system that 

provides access to long-term debt, such as mortgages. In Peru, as with many other 

emerging economies, mechanisms for the provision of housing finance are expanding. 

Policymakers and regulators are creating the environment through which housing finance 

systems flourish. This includes government-backed insurance for private mortgage 

lending and in some cases, upfront subsidies that are applied towards a downpayment 

(Buckley and Kalarickal 2006; IDB 2004; Zanetta 2004). We must not only examine 



4 

 

what appears to be a growing supply and demand of mortgage credit. Instead, it is 

important to examine the institutionalized mechanisms for housing finance aimed at 

expanding the availability of mortgage credit. These efforts include the integration of 

new financial practices and institutional and legal reforms that support the promotion of 

housing finance for homeownership.  

In discussions around homeownership the web of institutions and finance that 

make it possible are often overlooked. More specifically, how residential choices are 

created is taken for granted. A major assumption underlying this research is that 

homeownership is a social process involving many actors and institutions responsible for 

shaping residential choices and developing housing markets that are increasingly shaped 

by the availability and production of mortgage credit. The social and political 

construction of homeownership is the focus of this dissertation. The US housing legacy 

underscores the important role played by the public and private sectors in shaping 

housing markets and the consequences for people and places, setting the stage for the 

current project.   

Recent literature has begun to critically examine the growing complexity of 

modern-day homeownership (Gotham 2006, 2009; Immergluck 2009). The actual home 

has become less important than the financial credit running through it. In an economy 

where profit is primarily generated through financial channels rather than actual 

production, mortgages take on greater prominence (Newman 2009). Mortgages have 

become engines of financial profit and drivers of economic development in their own 

right. Mortgage debt is now traded and sold across national boundaries by global 
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investors. For all of these reasons, mortgages are aggressively pursued by a myriad of 

local and global actors (Sassen 2009). 

Several researchers have begun to refer to the transformation of housing into a 

standardized, international commodity as the “financialization of housing” (Aalbers 

2008; Rolnik 2013). This concept is used to describe two processes. On one hand, it 

conveys the way in which housing has become an easily tradable asset. And the term is 

also used to indicate the emphasis placed on the financial use of housing versus housing 

as a social good. As financial practices intensify around the accumulation of mortgage 

debt, homeownership is viewed as a tool for financial sector growth and individual asset-

building. This is reflected in the practices of international financial institutions (IFIs) that 

promote homeownership policies as a means of creating lucrative real estate markets and 

deepening of the financial sector in developing countries (Davis 2006; Gilbert 2008; 

Campbell 2013).  

In light of these developments and critiques, this project seeks to explore how 

national housing policy is supporting homeownership in Peru. I examine the incremental 

decision-making regarding the development and implementation of Peru’s national 

housing policy and the many interests involved. I pay particular attention to the national 

government while examining the influence of IFIs and the private sector. Lastly, I 

address how these policies are shaping the urban form in major cities across Peru. This 

approach acknowledges the importance of the city, national, regional and global scales as 

political arenas that contribute to the development and implementation of national 

housing policies. 
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Problem Statement and Research Questions 

The purpose of this dissertation is to explore the ways in which housing markets 

based on mortgage-backed homeownership develop in an emerging economy. This is a 

study of the institutions, actors, and financial practices at play. It contributes to the 

debates in the areas of the financialization of housing, the production of urban space, and 

economic globalization.  

I focus on developments in Peru from 1990-2014. It is during this period that 

Peru’s national government implemented the country’s first major housing policy. Policy 

focused solely on the provision of homeownership and more specifically, making it easier 

for households to borrow money for the purchase of a new home. This was a fundamental 

shift in Peru. The national government’s past interventions in the housing sector largely 

consisted of providing materials for the upgrading of existing homes. Now, for the first 

time, the government was directly subsidizing the purchase, borrowing, and building of 

new homes. These actions were deliberate and were consistent with homeownership 

practices in other countries. The government was influencing the types of homes being 

built, providing subsidies, and increasing widespread access to credit for mortgages.  

 This dissertation explores how mortgage lending and homeownership became 

institutionalized in Peru. I examine national institutions and actors that have influence 

over or develop the country’s housing policy. I also examine international organizations 

that have played a role in the development of Peru’s housing sector. Where possible, I 

examine the relationship between these institutional actors. I address the following 

research questions:  



7 

 

1. How are homeownership and the production of mortgages supported 

through Peru’s national policy? The primary objective of this work is to 

reveal the institutional nexus behind homeownership in Peru. I trace 

developments in Peru’s housing policy as well as the interests driving such 

policies. Homeownership is understood as a social process and therefore, I 

highlight important social, political, and economic interests that come 

together to create a viable real estate market.  

2. How have global actors and institutions facilitated homeownership and its 

financing? For decades Peru has received aid from international 

organizations intended to improve the urban housing stock. Thus, in order 

to fully understand how homeownership came to be in Peru I examine the 

role of IFIs.  I situate national policy and practices that support 

homeownership and mortgage lending within policy prescriptions 

advocated and supported by major IFIs operating in Peru. This phase of 

the analysis is intended to examine the extent to which Peru’s support for 

homeownership is influenced by non-state actors. 

3. Are homeownership strategies being used as a tool for urban 

development? In the last phase of this research, I analyze how support for 

homeownership coincides with decision-making around the use of urban 

space. I examine the relationship between support for homeownership and 

attempts to accumulate profit from the built environment. I am particularly 

interested in how homeownership shapes and is shaped by pursuits of 

urban growth.  
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By answering these questions, the goal of this work is to deconstruct the 

institutionalization of a housing paradigm – one that rests on the production of mortgage 

debt. I also demonstrate that Peru’s widespread support for homeownership cannot be 

understood outside of larger efforts to attract international investment and financial sector 

growth. Ultimately, this is a case of individuals and organizations influencing political 

decisions regarding property rights and the availability of mortgage finance.  

The Political Economy of Space 

 Urban scholars have a rich history of uncovering the political and economic 

arrangements that transform the built environment into pieces that can be bought and sold 

(Molotch 1976; Harvey 1982; 1989; Lefebvre 1970; Hackworth 2007; Brenner and 

Theodore 2002). More generally, these studies have sought to explain uneven 

development as it relates to the increasing intensification of land use for profit. These 

actions are often driven by urban elites, including local governments, developers, and 

business leaders, among others. In many ways the current project is one of urban property 

relations. I identify people and organizations that have vested interests in creating value 

in places. This approach is intended to emphasize various social forces at work in cities. 

It is useful for examining the efforts to drive a particular use of space in Peru, namely 

homeownership.   

By studying homeownership in Peru, I am exploring the political and economic 

interests that make this system work. Who’s setting policy? Who are the winners and 

losers? What are the effects on space? These types of questions attempt to reveal human 

agency behind homeownership. I adopt a political economy approach to disrupt 

conventional ideas of real estate markets (supply and demand) and instead, revert 
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attention to how social relations impact markets. To demonstrate the human agency 

involved in place, I identify people and groups that have interests in place and how those 

interests shape the social and economic use of housing.  

In Peru housing policy is set by the national government. Since the 1990s, the 

government has introduced several neoliberal reforms, promoting open markets, free 

trade, and private competition. During this time, they cut subsidies, privatized several 

state-run businesses, reinforced private property rights and backed deregulation. Given 

these shifts, I examine how support for homeownership relates to larger political and 

economic interests characteristic of neoliberalism. 

Since the 1970s, many urban scholars have focused on how neoliberal practices 

and ideology are restructuring urban places (Lefebvre 1974; Harvey 1982; Brenner and 

Theodore 2002; Peck and Tickell 2002). Some have focused on the distinct role of real 

estate in the new political economy (Weber 2002; Smith 2002). This dissertation 

contributes to the growing body of work on the “neoliberalization of space”. Brenner and 

Theodore (2002) introduced this term to capture how space is being transformed by the 

neoliberal tendency to naturalize growth, promote market logics, and foster competition. 

They argue that cities are strategically crucial arenas for implementing neoliberal 

reforms.   

I apply this theoretical frame to understand how principles of neoliberalism are 

reflected in decision-making around real estate. How is homeownership being used to 

foster capital accumulation through the built environment? Why is development and 

investment concentrated in some areas versus others? I argue that support for 
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homeownership is as important for organizing the use of housing as it is for the use of 

space. Housing is but one way that neoliberal pursuits play out at the local level.  

This theoretical approach brings to light the social context through which a 

market for homeownership is created. Homeownership is contingent upon a foundation of 

strong property and land rights, modern financial practices, access to credit, and other 

regulatory mechanisms. Many of these elements were absent in Peru as recent as 15 years 

ago. Peru thus presents an opportunity to reveal how public and private institutions come 

together to form a landscape that is conducive for homeownership. In addition to the 

legal and financial elements, the built environment also shapes and is shaped by policies 

that support homeownership.  

This research builds on the work of others who have studied the political and 

institutional roots of homeownership in the U.S. (Jackson 1985; Vale 2007; Collins 2007; 

Shlay 1993; 2006; Gotham 2006; 2009). I rely on this literature to identify the traditional 

interests involved in developing lucrative real estate markets. I also rely on a small but 

growing body of work that examines the role of international actors in promoting and 

developing mortgage-based housing sectors in developing countries (Zanetta 2004). An 

important aspect of homeownership in Peru is that way in which policy has been 

transferred from more developed countries. IFIs have been found to prescribe policies 

and lending programs that affect a country’s housing sector (Babb 2009; Woods 2006). 

Lastly, I analyze the relationship between homeownership policies and the urban 

form. Efforts to funnel credit into nascent housing markets have shown to concentrate 

new construction and redevelopment in urbanized areas. While several scholars have 

begun to examine the implications for widespread mortgage lending in cities (Newman 
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2009, Sassen 2009, Aalbers 2012, Brenner and Theodore 2002), little attention is given to 

how urban development and homeownership-based policies coincide as part of a global 

urban strategy to create opportunities for speculation, investment and profit (Smith 2002). 

This dissertation attempts to fill this gap by examining the extent to which decisions 

around housing are part of larger socioeconomic goals including the formalization of the 

economy, the deepening of the financial sector, and attracting investment for urban 

development. 

Creating a market for mortgage-based homeownership requires particular 

amenities and opportunities that give value to land and housing (Zukin 2009, Smith 

2002). Urban areas are often sites for the commodification of land and housing in 

emerging economies where people and real estate transactions are concentrated. Overall, 

by examining the institutional and spatial nexus buttressing homeownership in Peru, this 

study demonstrates how gradually and quite deliberately, land and housing across the 

globe are being incorporated into a market system and subsequently, how these practices 

intensify the accumulation of capital in cities.   

Peru as a Case Study 

The contemporary restructuring of Peru’s housing market provides an important 

opportunity to study the influence of IFIs on the country’s housing policy and programs. 

Since the late 1990’s the country has undergone significant housing reform, largely 

supported by international funding (Fernández-Maldonado and Bredenoord 2010). 

Within less than fifteen years, the government implemented a countrywide land 

formalization scheme, reorganized and expanded its systems of housing finance and 

introduced securitization of mortgage-backed assets (UN Habitat 2008). Largely based on 
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support and recommendations from IFIs, Peruvian housing policy has been aimed at the 

financing of urban housing for homeownership (Fernández-Maldonado 2010; Zanetta 

2001; Dietz 1998). The national government now supports private-sector lending to 

facilitate the mortgage market. Efforts on behalf of the national government include the 

formalization of property rights, the direct provision of mortgage subsidies, guaranteeing 

of loans, and establishing the legal and regulatory framework for direct investment in 

mortgages.   

The emphasis on homeownership and housing finance is not unique to Peru. Since 

the 1970s, the World Bank and other international financial institutions have had an 

increasing role in the construction of housing sectors in developing countries (Pugh 1991; 

Buckley and Kalarickal 2006).2 These institutions have supported housing sectors 

through providing loans to national government for the restructuring of housing policies 

and programs. Most recently, housing policy across many Latin American countries 

indicates a trend towards supporting the growth of affordable mortgage credit (IDB 2006; 

Cruz 2004; Lea et al. 2004).  

IFIs and national governments increasingly argue that the lack of adequate 

affordable housing is tied to a scarcity of capital for long-term mortgage lending (Mitlin 

2011). This trend is apparent in Peru and other Latin American countries where systems 

for housing finance have been developed. To-date, Brazil, Mexico, Colombia, Argentina 

and Chile have developed sophisticated financial systems for housing finance. Many of 

these countries have also developed a secondary market for trading securities backed by 

                                                 
2 As of 2006, World Bank lending alone for the improvement of housing conditions totaled more than $16 

billion, including 278 projects in more than 90 countries (Buckley and Kalarickal 2006: vii). 
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residential mortgage debt. The ability to sell off mortgage debt increases the lending 

capacity of banks offering mortgages.  

While Peru’s mortgage system is still in its earliest stages compared to other parts 

of Latin America, recent steps taken by the national government as well as dedicated 

support from IFIs suggest that Peru is taking similar steps to increase the availability of 

affordable mortgage credit (UN Habitat 2008). Since 2006, the International Finance 

Corporation and Inter-American Development Bank have invested over half a billion 

dollars in developing and expanding a secondary market for residential mortgages aimed 

at freeing up capital of primary lenders to make more mortgages in Peru (IDB 2012; IFC 

2012 ). International support and new national housing policy suggest that these 

institutions have increased their commitment to encourage private sector participation in 

housing finance.  

Housing Policy in Peru  

The rapid and precarious development of housing for a consistent influx of 

migrants largely shaped urban development in Peru. Prior to the 1990s, national housing 

policies were essentially laissez-faire, allowing for the occupation of large swaths of 

peripheral land by poor residents migrating to Lima, the capital and largest city in Peru. 

Migrants to the city would claim unoccupied land and build their houses, usually in an 

incremental fashion. While Lima had a dense urban core the majority of the city was 

characterized by low density development that was built by the migrants themselves.  

After land was settled, the national and city government would typically begin to 

provide water and sanitation services. In some cases, local governments would form in 
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large settlements leading to the provision of additional infrastructure and services. In this 

way housing policy, or rather, the government’s tolerance of occupation and flexible 

housing policies, served as de-facto land-use policy.  

Figure 1.1 shows the growth of Lima from the 1500s until 1993. The lighter 

shaded areas represent the informal settlements located in the peripheral hills surrounding 

the main city. Since the 1960s, with little to no spatial planning, these informal 

settlements (baarriadas) characterized by sprawling low-density residential developments 

came to alter and define Lima’s urban form. For these reasons, Lima has been coined 

“the city of barriadas”.   

 

 

Figure 1.1: Growth of Metropolitan Lima3 

 
 

 

 

Overtime, the local and national government issued legislation that gave land 

rights to the urban settlers and even implemented urban planning practices to improve 

                                                 
3 Riofrio 2003  
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infrastructure and make better use of space (Fernandez-Maldonado 2014). This occurred 

throughout the 1960s through the 1980s whereby policymakers and planners sought to 

improve existing urban infrastructure and encourage development within informal 

settlement. This occurred as vacant land became scarce. As Figure 1.1 indicates above, 

nearly all the periphery land on the hills was occupied by the 1980s so development had 

to occur within city limits. Efforts to improve the periphery areas of the city included 

improving the provision of services, upgrading the housing stock (albeit minimal and 

piecemeal) and strengthening infrastructure so that the density of housing units could 

increase. 

Beginning in the 1990s, President Fujimori restructured the national government’s 

approach to the housing sector. His approach was aimed at facilitating private sector 

investment in the housing sector. This was in line with other neoliberal reforms 

introduced by the Fujimori Administration. Table 1.1 presents a timeline of major 

government-led changes in Peru’s housing sector. In 1992, President Fujimori eliminated 

government-sponsored loans for housing and reconstruction and seized the production of 

any state-sponsored housing. All intervention in the housing sector was officially 

dismantled with the closing of the Ministry of Housing.  

However, the government’s withdrawal from the housing sector was short-lived. 

In 1996, still under President Fujimori, the national government introduced a 

countrywide land registration and titling program. This was the largest of its kind 

throughout the world. By offering all residents the opportunity to register their housing 

and land, the program was intended to integrate the formal and informal housing markets 

into a citywide real estate market (Fernandez-Maldonado 2007).  
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Table 1.1: Timeline of Housing Sector in Peru 

Year Action Role in Housing Sector 

1992 Closing of Housing Ministry  

1996 Creation of Commission for 

the Official Registration of 

Informal Property 

(COFOPRI) 

A government-sponsored 

land administration office 

to distribute land titles 

across the country, 

promoting access to the 

financial system, housing 

investment, and the 

development of a citywide 

real estate market. 

1999 Creation of Fondo 

Mivivienda  

The main government 

institution to facilitate 

access to private, 

affordable housing in Peru. 

2001 Re-opening of Housing 

Ministry 

The Ministry of Housing 

was re-established to set 

Peru’s housing policy and 

facilitate the private market 

for the provision of homes. 

It has since been providing 

direct subsidies to expand 

the effective demand for 

housing.  

2003-2007 National Housing Plan Strategic document 

developed by the Ministry 

of Housing that describes 

the course and goals of 

national housing policy. 

2007-2015 National Housing Plan  Strategic document 

developed by the Ministry 

of Housing that describes 

the course and goals of 

national housing policy. 

 

 

 

Titling and registration programs were followed in 1998, by the establishment of 

Fondo Mivivienda (FMV), an affiliate to the Ministry of Economy and Finance. FMV 

was created to help finance the acquisition of new homes for moderate- to low-income 

groups. These income segments were historically unable to obtain long-term mortgage 
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credit for home purchases (UN Habitat 2008). FMV acts as second-tier financial 

institution that channels subsidies from the government to qualified banks. These banks 

provide loans to individuals for home construction or purchase. FMV’s mandates and 

lending guidelines have always and continue to come from the Ministry of Housing – the 

national arm that sets housing policies and subsidy guidelines.  

Long term financing provided by FMV allows commercial banks to issue 

mortgages with smaller down payments and longer financing terms. The typical 

repayment period of 20 to 30 years makes for more affordable monthly payments. In its 

initial phases, FMV provided an upfront subsidy to borrowers, subsidized the interest 

rate, and guaranteed one-third of the loss in the chance of borrower default for 

commercial banks. These elements increased the willingness of private banks to make 

mortgages. In later years as lending grew, FMV eliminated the interest subsidy and 

lowered risk coverage (UN Habitat 2008). This was a sign that banks were becoming 

more comfortable with making mortgage loans.  

Under this government-sponsored scheme, the private sector remains responsible 

for buying and developing the land and constructing new homes. However, building of 

FMV eligible properties has not always been seen as desirable by developers. In order to 

further encourage private sector development of eligible housing the government has 

relaxed building standards in certain areas and waived the general sales tax for homes 

that fit the criteria of FMV (Calderón 2009b). Policies and incentives reflect the 

government’s commitment to bolstering the homebuilding and lending industries. As 

Fernandez-Maldonado (2014:10) summarizes, “the construction sector is the darling of 

the national government, which has become an important pillar of the national economy”.  
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Since the 1990s, Peru’s housing policy and the main role of the national 

government has been to attract private sector activity in the construction of new housing 

and to facilitate finance for mortgages. Housing has become another good to be 

produced, bought, and sold. This contributes to a fundamental shift in how housing is 

perceived in Peruvian society. New power relations and social values have emerged that 

mark the national government as the facilitator, the citizen as the consumer, and housing 

as a product in the market (Fernandez-Maldonado 2014). Further, government support is 

justified by a pro-homeownership ideology. Every presidential administration since 

Fujimori has touted the government’s commitment to making homeownership (and new 

homes) accessible to the population. These announcements are met with overwhelming 

praise.  

The new pattern of housing production spurred by the government continues to 

carry serious implications for land consumption and urban development. Under the new 

housing policies, thousands of homes have been built for middle class residents and have 

intensified land use in central urban areas (Calderon 2009b). As developers seek to 

maximize profit, much of the new housing stock is out of reach for low-income 

households (Morris 2013). The intensification of land use and the scarcity of vacant land 

have caused the prices of land, particularly, urban land, to skyrocket (Bouillon 2012). 

This is somewhat different from what is occurring in many other Latin American 

countries where government-supported housing construction occurs on large swaths of 

unoccupied land on the outskirts of the city (Bredenoord and Montiel 2014). In Peru, 

most of the new housing projects have been built as mid- to high-rise buildings on small 

plots of land centrally located. As well-situated land becomes scarce, there is a great deal 
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of uncertainty around whether developers will build homes in less-urbanized areas for 

poorer households.  

Methods and Data Analysis 

My research questions address the institutional context through which 

homeownership emerged in Peru. My goal is to uncover the interests and institutional 

support behind Peru’s housing policy. Using an approach developed by Shlay (1993), I 

examine organized systems that are large, have many members, and/or make decisions 

that affect the direction of housing policy and the distribution and availability of housing 

in Peru. An institutional approach is appropriate as I attempt to highlight the deliberate 

ways in which homeownership is supported in Peru. I do not assume that markets are 

merely a response to existing economic relations or individual demand, instead my 

underlying argument, and that which guides my research questions, is that the decision to 

buy a home is a structured outcome of social, political, and economic forces. In this case, 

the availability or scarcity of mortgage finance shapes decision-making processes for 

households while simultaneously endorsing a particular form of housing tenure. 

Therefore, in order to study the construction of new housing policy and its implications 

for housing markets, this research examines institutions whose activities appear to have a 

direct impact on support for homeownership and housing finance.  

The data for this research came from 1.) archival records and documents from 

Peruvian institutions and IFIs and 2.) interviews with representatives from these 

organizations, often identified in the records. Peruvian institutions included those that had 

or have a direct role in designing or implementing housing policy in Peru, such as 
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national policymakers, city officials, financers, and developers. The national institutions 

and their role in Peru’s housing sector are described in Table 1.2.  

 

Table 1.2: Peruvian Institutions Involved in Peru’s Housing Market 

Peruvian Institutions Role in Housing Sector Year 

Established 

Ministerio de Vivienda 

(Ministry of Housing) 
 National government institution  

 Administers housing programs aimed at 

improving low-quality and deteriorated 

urban environments 

 Does not provide direct financing of 

home purchases, construction, or 

improvements for households 

2001 

Municipality of Lima  Tasked with serving the needs of the 

city’s sprawling population  

 Location for the majority of government-

sponsored housing in Lima 

 

Commission for the 

Official Registration 

of Informal Property 

(COFOPRI) 

 A government-sponsored land 

administration office first established 

with a credit from the World Bank  

 Distributes land titles across the country 

 Promotes access to the financial system 

by providing titles, housing investment, 

and the development of a citywide real 

estate market 

1996 

Fondo Mivienda 

(FMV) 
 The main government institution to 

facilitate access to private housing in 

Peru  

 Mandated to provide instruments that 

encourage savings through mechanisms 

of housing finance  

 Major programs consist of funding 

lenders in the private sector and 

promoting targeted savings by 

households for home purchases 

1999 

Coporacion Financiera 

de Desarrollo 

(COFIDE, 

Development Finance 

Corporation) 

 A national, second-tier development 

bank, autonomous from the national 

government 

 Performs financial intermediary 

operations for the national government  

 Channels FMV funds to qualified 

financial intermediaries and manages the 

1971 
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collection of payments  

Private banks and 

developers 
 The national government relies on 

private banks to distribute subsidies and 

to provide mortgages to the targeted 

households under the new housing policy 

 Private developers are expected to build 

housing projects that are eligible for 

subsidies under the new housing policy 

 

 

I also examined the role of international institutions. IFIs create, alter, and constrain 

choices available to national governments in developing countries. I included 

international organizations which have a history of providing aid to and investing in the 

Peruvian housing sector and in offering national housing policy recommendations and/or 

assistance. Table 1.3 lists the international organizations where data was collected and 

their role in Peru’s housing sector. Data from archival research and interviews from the 

variety of these institutions were used to explore the interplay between interests, power, 

and ideas between national and international institutions.  
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Table 1.3: International Organization Involved in Peru’s Housing Market 

International 

Organizations 

Role in Housing Sectors Began 

working with 

Peru 

The World Bank Projects in the Latin America and Caribbean 

region now focus on:  

 Improving the design of subsidies 

and using public finance to leverage 

greater private sector involvement in 

affordable housing;  

 Promoting the development and 

improvement of the basic 

infrastructure that supports 

housing; and  

 Supporting the policy and 

institutional framework for real sector 

interventions, including land titling 

and financial sector growth 

1945 

International Monetary 

Fund (IMF) 
 Promotes economic growth and 

prevent economic crises  

 Provides countries with expert advice 

on a number of issues, including 

strengthening governance, building 

economic institutions, training staff, 

and designing effective economic 

policies 

1945 

Inter-American 

Development Bank (IDB) 

The operational experience and knowledge 

in the housing sector has been mainly 

focused on: 

 Slum upgrading programs 

 Direct demand subsidies 

 Development of mortgage markets 

with an emphasis on homeownership  

1959 

International Finance 

Corporation (IFC) 
 Since 2002, works with clients to 

increase access to housing finance in 

emerging markets and consequently, 

to increase affordable housing 

 Housing finance is one of the fastest 

growing areas of business  

 Activities include investment 

services, advisory services, and 

resource support 

1956 
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Data were collected from January 2013 until December 2013. I focused on the 

period from 1990-2013 as it captures the government’s initial steps to introduce housing 

policy and promote private sector activity in the housing market. Data collection began 

by first creating a timeline of housing policy in Peru and other key pieces of legislation 

that supported mortgage lending. This gave me a sense of the particular policies being 

introduced and helped me develop an interview guide. As research progressed, I aligned 

national policies with financial interventions of IFIs in the country’s housing sector. 

Overlaying national policies with international interventions was useful for identifying 

where IFIs may have had influence over national policy. The mapping of these events in 

time and the institutions involved guided both the archival research and interviews. 

 The primary language spoken in Peru is Spanish. This made data collection 

challenging at times but was not a significant barrier. I had studied Spanish for several 

years in preparation for this research and at the time of data collection had a working 

knowledge of the language. At the start of collecting data I hired a research assistant who 

was fluent in Spanish. She translated documents that were not available in English and 

accompanied me to the majority of my interviews. In most cases, documents issued by 

the national government were in Spanish; but, in some cases had already been translated 

in English. Documents issued by IFIs were almost always in English, their operating 

language. Eight out of the 36 interviews were conducted in Spanish with the assistance of 

my research assistant. It important to note that all interviewees had a working knowledge 

of English so in cases where the interview was conducted in Spanish it often reverted to a 

mix of English and Spanish.  
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Archival Research 

The major goal of the archival research was to gain a better understanding of the 

strategy guiding Peruvian housing policy. Documents included legislation and National 

Housing Plans as well as strategic documents issued by IFIs on issues pertaining to the 

development of Peru’s housing market. This analysis began in January of 2013 and 

continued until the end of data collection in December 2013. Documents and records 

were used to identify the major points of political intervention in the housing market and 

in particular, any decisions that supported the facilitation of mortgage-backed 

homeownership in the country. They were also useful for tracing the actors and 

institutions (many established during this time frame) that were instrumental in these 

decisions. Moreover, the archival research was useful for answering the overcharging 

research question as to how homeownership emerged in Peru and how it was buttressed 

by international support.  

Initially, I reviewed records from Peruvian institutions including legislative 

documents, policy briefs, and other government-issued material that indicated a course of 

policy action in the housing sector. Most of these documents were available online and 

some were provided by the institutions upon request. These included official documents, 

presentations, meeting proceedings, and other notes pertaining to the national 

government’s establishment of housing policy and the creation of tools for housing 

finance on behalf of the public and private sector. The non-official documents, such as 

presentations and meeting proceedings, were very insightful. Regardless of country, 

subsidies are often highly controversial and thus, it was useful to analyze the 

justifications for these policies as they were introduced to the public.  
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In addition, I reviewed a subset of the government material used for marketing 

homeownership subsidies. These documents were used to examine the rationale for these 

subsidies and gain a better understanding of the discursive rhetoric being used to promote 

these subsidies and thereby, homeownership. In addition, the marketing material alluded 

to what groups were being targeted for the subsidies. This material served as an important 

reminder that mortgage-backed homeownership (reflected by living in a new condo 

building) was fundamentally new to the majority of Peruvian citizens.  

In the second phase of archival research, I reviewed records from IFIs with 

operations in Peru. Documents included financial transactions, such as lending streams, 

detailed program overviews and their evaluations, as well as the country-specific 

documents that each organization provides. Some of these documents are created in 

coordination with national actors and are intended to offer a shared vision for the country 

to sustain country borrowing. Most of these documents were publicly available and some 

supplemental documents were provided by organizational staff.  

IFI documents shed light on the key research in the field, the major positions 

taken by each organization, and the language adopted in discussing the role and 

development of mortgage-based housing markets. They often led me to other seminal 

works and examples of what constitutes “effective housing policy” on behalf of IFIs. 

Therefore, I was able to get a sense of the ideology guiding their stance on housing 

policy. In addition, the country specific documents identified the programs and funding 

streams that have played a part in shaping the Peruvian housing market. This led to a 

better understanding of how the promotion of homeownership and housing finance came 

to be institutionalized in Peru as development strategies on behalf of IFIs. Documents 



26 

 

also identified key actors involved in Peru-specific programs and policymaking-related 

activities that, in most cases, I had the opportunity to interview. Moreover, this phase of 

the research lead to a better understanding of how the promotion of homeownership and 

housing finance came to be institutionalized in Peru in large part due to loans and 

technical assistance from IFIs. 

Overall, the archival research and analysis was used to identify and trace the 

government’s role in the housing sector and major points of reform. It allowed me to 

bring the temporal chain of events into focus and develop the causal connections between 

actions and support from IFIs. I was able to examine the extent to which the 

government’s agenda and priorities coincided and diverged from the priorities set forth 

by the IFIs.  

It is important to note that very rarely did Peruvian records acknowledge any 

consultations, financial assistance, or other support from IFIs. Instead, I relied on 

documents from IFIs and later interviews, to better understand the interaction and 

influence between the national and international actors. Both sets of data collected 

throughout the archival research enabled a better understanding of the institutional nexus 

behind Peru’s housing policy and the complex financial practices buttressing 

homeownership. Uncovering the complexity of the infrastructure behind homeownership 

influenced who and how I interviewed.   

Interviews 

Official documents are not sufficient in revealing the politics and negotiations 

around policy recommendations and programs or the informal channels of influence in 
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decision-making within national and international organizations (Woods 2006: 12). I 

conducted interviews to provide greater depth on the processes that shaped Peruvian 

housing policy and the motivations and actions of both international and national 

institutions that were not apparent through official records. The interviews were the 

richest and most substantive data I collected. A benefit I had was that my research was 

recent history which enabled me to talk to people that had lived through the changes and 

in many cases, initiated the reforms. In the end I conducted 36 semi-structured interviews 

with a wide variety of individuals who were involved in or had specific knowledge of 

housing policies and homeownership in Peru. I began conducting interviews in March 

2013 and the final interview was in September 2013.  

Interviewees were often key actors from the institutions I identified through 

archival research. My initial group of informants expanded over time as connections led 

to further connections. Most interviews lasted between sixty and ninety minutes and each 

interview was recorded and transcribed as a word document. Transcriptions were combed 

for references to why particular policies were supported and how they become 

institutionalized, the role of international actors, and if and how housing policy related to 

urban development. Two interview questionnaires were designed, one for national actors 

and one for international actors. Table 1.4 provides a general outline of the questions 

asked in the interviews. I categorize questions under three themes: influence over housing 

policy; goals of the housing sector; and measuring the overall effectiveness of housing 

policy.  
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Table 1.4: Categorization of Interview Questions 

Influence over housing policy 

 What institutions or actors have an active role or influence in the formulation of 

policies towards housing or housing finance in Peru? 

 What role do national leaders’ play in the creation and implementation of housing 

policy in Peru? 

 Are there limits to either national or international sector involvement in its ability to 

influence national housing policy? 

 What role does the private sector have in influencing national housing policy? How 

does this affect decision-making on behalf of national or international actors? 

Goals of housing sector 

 What do you consider the major goals of current housing policy in Peru? 

 What do you consider to be the major priorities in terms of housing? 

 Are these goals in line with the World Bank’s or other international financial 

institutions’ urban or housing agenda? 

 How are the goals guiding housing policy in Peru influenced by what has occurred 

in other countries?  

What constitutes effective housing policy 

 How do you think success or effectiveness of Peru’s current housing policy is 

measured? 

 Are housing policies more or less effective when supported by international 

financial institutions? 

 Can you recall the response faced in the development or implementation of housing 

policy, either between national or international actors? 

 What do you consider to be the major challenges still facing the development of a 

well-functioning housing market in Peru? 

 

 

 

I conducted 26 interviews with major country-level actors in Peru. These 

participants were instrumental in implementing housing programs and strategies as well 

as in creating legislation that made for significant advances in housing finance. Those 

involved in the creation of Peru’s nationally sponsored homeownership subsidy program 

or in the creation of the secondary mortgage market in Peru were of key interest. 

Interviews with national actors addressed participants’ perspectives on changes in the 

housing market, the motivations and rationale behind major changes to housing policy, 

and challenges faced in the implementation of new housing policy. I tried to end each 

interview asking the question as to why homeownership is important. 
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Throughout interviews with national actors, particular attention was given to how 

they gained the knowledge and expertise to build an institutional landscape that would 

support a system of housing finance and ultimately homeownership. I was interested in 

how the preference for homeownership on behalf of national institutions emerged. In 

order to better understand the motivations behind these decisions, I asked many questions 

about the anticipated and unanticipated consequences of adopted housing policies. I 

compared what emerged from these conversations with secondary sources that 

documented housing trends in Peru and indicated challenges faced in the actual 

implementation of recent housing policy. Many times I would ask interviewees about 

contradictions posed in the actual implementation of housing policy – the biggest point of 

discontent being the intended income segments targeted by the homeownership subsidies 

and the actual recipients.  

I conducted 10 interviews with international actors. These conversations helped 

me understand the role of IFI’s in the development of housing policy. Interviewees 

discussed why certain homeownership policies or actions were supported, the intended 

consequences, and typical justifications for challenges faced during implementation. 

Overall, these interviews provided greater depth on the processes behind IFI-supported 

housing strategies and the motivations and actions that were not apparent through official 

records. At the onset of this phase of interviewing I became aware of the sensitivities of 

international actors when asking about their direct involvement in a country’s housing 

policy. Thus, it was essential that my questioning remain neutral and exploratory when 

talking to present and former representatives from IFIs. 
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I concluded the interview phase when I felt that I reached a point of saturation. I 

had a clear understanding of the institutional forces behind homeownership. I also had a 

sense of the motivations behind such policies, including coordination and contention 

between various institutional actors. The pool of potential respondents was smaller than 

expected. I found that those with decision-making power within the national government 

and IFIs was quiet small. I was also pleasantly surprised with the willingness of the key 

actors to participate in my research. Overall, each person I contacted agreed to speak with 

me and often times, directed me to other actors.   

A limitation of this methodological approach is that it provides a top-down view 

of developments in Peru’s housing policy. As I have chosen to primarily collect data at 

the international and national level and in some cases, city level, the perspectives offered 

are from those holding considerable amounts of power. Missing from the analysis then is 

the voice from those on the ground – housing practitioners and individual homeowners. 

Considering this absence, I maintained a critical perspective and consulted a variety of 

secondary sources when possible, especially those that seek to represent this voice. There 

is an extensive body of literature on the consequences of housing programs implemented 

in developing countries by IFIs and how they have been replicated in other countries. 

When possible I situate the changes in Peru’s housing market within this larger 

conversation. In addition, as previously mentioned, I continuously consulted with 

secondary research on the current state of the Peruvian housing market to compare 

intended and actual outcomes. 
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Outline of the Dissertation  

This dissertation provides an empirical account of how homeownership has gone 

global. In telling the story of homeownership in Peru, I draw on several levels of 

decision-making. I find that the country’s housing policy is very much a factor of the 

interdependent relationship between national and international actors. These actors come 

together over shared goals around housing and the larger economy. Additionally, these 

decisions around housing are very much tied to the making of place. Each chapter 

focuses on a specific research question to examine political, institutional, and spatial 

factors contributing to homeownership in Peru.   

Chapter two explores relevant literature and theory on the growth of mortgage-

backed homeownership and accompanying financial practices that have begun to emerge 

across the globe. The chapter begins with the theoretical foundation for understanding the 

necessary components for widespread mortgage-backed homeownership and what several 

have begun to call the “financialization of housing”. To describe this phenomenon I draw 

on several disciplines including economic sociology and urban studies to examine diverse 

theoretical framings and empirical investigations of how homeownership and mortgage 

lending become institutionalized and more broadly, how housing and land become 

commodified. To better ground these concepts, chapter two includes details on several 

elements that gave rise to homeownership in the U.S. with a particular focus on the role 

of the government. The U.S. is a useful case for understanding what is unfolding in Peru 

around homeownership.   

Chapter three traces the institutionalization of homeownership in Peru. It 

highlights how a set of actors came together to intentionally support the arrangement of 
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urban land for homeownership and mortgage lending. How does the Peruvian state 

support homeownership? To answer this question, I trace the development of Peru’s 

housing policy and identify the interests behind policymaking. In doing so, I uncover the 

motivations of current housing policy and the ways in which it is distinctly different from 

previous interventions in country’s housing sector. Findings highlight the emergence of 

homeownership policies in Peru, the motivations underlying certain actions, and the way 

in which homeownership has become part of and supported by a web of institutions and 

actors, both local and global.  

Chapter four situates the role and actions of IFIs in Peru’s housing sector within 

the larger context of recent international development. Questions addressed include: how 

have international organizations influenced Peru’s housing policy trajectory; and why do 

these international organizations advocate for homeownership? In order to formulate and 

implement housing subsidies and other policies to support the facilitation of 

homeownership, the Peruvian government has relied on loans, knowledge transfer, and 

technical assistance on behalf of IFIs. Theoretically, these findings are important for 

understanding how housing can be used as a conduit for economic globalization and 

international development practices.  

Chapter five examines how the government’s support for homeownership has 

become part of larger strategies to generate development and investment in urban areas. 

In what ways have pro-homeownership policies related to urban development in Peru? 

This chapter demonstrates the spatial implications of the commodification of land and 

housing in Peru. More specifically, I trace how homeownership is increasingly used by 

national actors as a means for facilitating greater investments in urban space. Findings 
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reveal that government-subsidized homeownership is linked to efforts to create viable 

real estate markets and deepen the relationship between the housing and capital 

accumulation.   

Chapter six, the last chapter, synthesizes across the three data chapters and 

introduces the concept of “globalization of homeownership”. I developed this concept to 

describe what has become an international practice to intensify land values and promote 

economic globalization through mortgage-backed homeownership. Homeownership 

practices have concentrated national resources for housing in the middle and upper 

classes and in urban areas. In this chapter I also elaborate more on the importance of the 

research findings and discuss contributions of this work in the field of sociology and note 

some limitations. I also make suggestions for future research that emphasize a more 

critical understanding of homeownership as a social institution and its effect on housing 

markets and urban places.  

Overall, this dissertation demonstrates how housing and land in Peru have become 

appropriated for mortgage-backed homeownership. It outlines the social, political, and 

economic factors that aid this process. Findings tell a compelling story about an 

important aspect of modern day urbanization in a globalizing world. Homeownership is 

not a natural phenomenon as we may be led to believe; instead, it reflects interests aimed 

at expanding the financial sector, urban development and, ultimately, the global 

economy. It also has real implications for the development of urban space. It has been 

said that urban sociology is about making the invisible visible. I believe this work 

contributes to our sociological knowledge of the ways in which markets that support 

homeownership are intentionally created and expanded. 
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CHAPTER 2: CONTEMPORARY HOMEOWNERSHIP AND MORTGAGE 

MARKETS: A SOCIOLOGICAL ANALYSIS 

Introduction 

This chapter examines the major components behind mortgage-backed 

homeownership and why it is so consequential in today’s society. I use the term 

mortgage-backed homeownership to make an important distinction between the simple 

act of having legal ownership over one’s home as opposed to the long-term debt 

obligation and financial commitment that modern day homeownership entails. I use this 

concept to emphasize the institutional, economic and financial treatment of contemporary 

homeownership practices.  

How did the practice of homeownership emerge and evolve over time? What 

policies and financial practices contribute to the growth of mortgage lending? And lastly, 

how has the institution of homeownership become an embedded feature of global, 

modern society? The answers to these questions are important for exploring the 

emergence of homeownership in developing countries. In many of these countries, like 

Peru, widespread mortgage lending remains relatively new. Throughout this chapter I 

draw on the fields of urban and economic sociology and geography to highlight the 

nonmarket social phenomena at work, including government policies and institutional 

forces.    

The overarching argument guiding this work is that that homeownership is best 

understood as a social institution and that the growth in mortgage credit cannot be 

explained by a natural tendency to commodify land and property. Modern day 

homeownership is supported by policy and regulation and has come to rely on a web of 

institutional lending that channels credit into housing markets. Where this web was once 
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local, investment in housing is now a global process. Global capital affects the quantity 

and type of mortgages banks can make. While it is easy to focus on the financial 

sophistication that has increased homeownership across the world, public intervention 

and policy aimed at facilitating private capital for mortgages remain the bedrock. 

Therefore, how housing becomes a site of (global) investment is viewed as a social 

process.  

Social scientists initially focused on the intersection of housing and access to 

credit when lending was used as a tool to create and maintain racial segregation (Jackson 

1985; Massey and Denton 1993; Yinger 1995). While this theme remains relevant today, 

especially in light of the recent housing crisis, there are additional features of 

homeownership that make it ripe for sociological analysis. First, the trading and selling of 

mortgage debt has propelled globalization over the last few decades. The capital markets 

that comprise of mortgages increasingly tie global investors to local housing markets. 

This was demonstrated by the global economic crisis of the 2000s that was spurred by 

mass foreclosures in the US. Second, mortgages have become highly profitably financial 

products in their own right. Homeownership and its related services continue to account 

for a sizeable portion of national GDPs. And lastly, the effects of mortgage-backed 

homeownership on everyday life remain salient. People and places continue to be 

affected by efforts to maximize housing and land values.  

The following chapter synthesizes the political and social underpinnings of 

homeownership. I pay particular attention to the way in which housing and mortgage 

lending have been transformed into sites of global investment. The goal is to examine 

how homeownership can simply be taken for granted. A well-functioning mortgage 
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system rests on a multifaceted, history-laden institutional structure. The empirical and 

theoretical literature in this chapter provides an important starting point for understanding 

the emergence of and motivations behind a similar structure developing in Peru. More 

specifically, it provides a lens for examining the actors and institutional linkages between 

homeownership, housing finance and mortgage securitization that are at work in Peru and 

elsewhere. 

Mortgage Markets and Homeownership  

Homeownership is a social institution (Vale 2007; Shlay 2006; Wright 1981). In 

many Western societies, it has become an enduring feature of life that is supported by a 

myriad of social, political, and economic forces. Yet, homeownership is often assumed; 

viewed as an outcome of individual preferences and market conditions. These views 

neglect the social forces that encourage homeownership and mortgage lending such as 

government policies and incentives aimed at making homeownership accessible to large 

segments of the population. In the US, for example, housing is the largest sector in which 

government policy is most responsible for the expansion of credit (Carruthers and 

Ariovich 2010).    

For homeownership to prevail in modern society there must be a stable flow of 

mortgage lending that allows households to finance the purchase of a home. While the 

existence of mortgages dates back to the period of English Common Law, the US system 

of housing finance has set the precedent for modern mortgage systems across the world 

(Carruthers and Ariovich 2010). The way in which mortgage credit is made available and 

grows has not been a result of invisible market forces. Rather, it is an outcome of socially 

created institutions working to expand the sources and availability of credit. In this 



37 

 

section I focus on the major institutions and assumptions that underlie the development of 

mortgage markets. In doing so, I offer some conceptual clarification of the major 

components of mortgage markets and the inevitable push towards homeownership that 

accompanies such efforts.  

The Primary Mortgage Market 

Throughout the history of the US and other Western countries, land has been the 

major vehicle for investment and wealth accumulation. States originally developed in 

response to individuals’ desires to use, own, and regulate land (Aalbers 2009a: 282). 

Although originally reserved for the wealthy and powerful, mechanisms developed for 

ownership and the buying and selling of land. These practices gave land security and 

value, making it a safe investment. The value and legal rights attached to land helped to 

create the practice of borrowing money secured by that value. This process gave meaning 

to private property rights and eventually became the foundation for mortgage lending 

(Aalbers 2009a).  

In response to many middle and upper-middle class families being unable to 

purchase a home outright, lenders began making loans to individuals secured by the real 

estate or land being purchased. This form of lending makes up the primary mortgage 

market. In most cases, borrowers issue a down payment to cover a portion of the 

purchase and then finance the balance. Because loans are secured by property or land, the 

risk to lenders is minimized as they can recover the property in the case of borrower 

default. As a result, lenders are willing to lend at a lower interest rate and extend the 

terms of the loan (Carruthers and Ariovich 2010). Mortgages are also advantageous 
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investments for borrowers. Households are able to make use of the property and gain 

equity while repaying the loan.   

The general theory behind mortgage markets persists today: property rights are 

secured by the state and with lenders acquiring contingent property rights over land or 

housing they can offer low-cost loans. But such a system does not magically take hold 

across countries. Enforcing property rights does not automatically translate to a pool of 

eager banks poised to make mortgages. Instead, governments often offer additional 

incentives to create or expand an attractive market for mortgage lending. In order to spur 

mortgage lending in the US, the government began insuring mortgages. With more 

confidence of repayment, lenders lowered interest rates and made more loans.  

It is also important to understand how mortgage lending commodifies homes. 

Through the issuance of mortgages, homes, notoriously illiquid assets, can be readily 

transformed into cash. This process assumes that the value of the collateral remains stable 

or at best, increases. If the property does indeed have to be seized by the lender they then 

can recoup their loss. While standards for appraisal methods emerged in the 1920s and 

1930s to ensure some consensus among the determination of housing value, social factors 

also determine value. Most notably in the US, the racial composition of the neighborhood 

in which a house is located is known to affect the value of the home. The way in which 

housing value is determined and then maintained is a fundamental component of 

homeownership and has historically had an effect on where mortgage loans are made 

(Cashin 2014; Squires 1994).  

The primary mortgage market in the U.S, dating back to the 1800s into the 1930s, 

was much simpler than today. It consisted of agreements between two parties –the 
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borrower and the lender. Lenders were traditionally insurance companies, mortgage loan 

companies, savings banks, and building and loan associations, which made the loan and 

would continue to hold it in their portfolio until the loan was repaid in full. That is, if a 

borrower took out a six year mortgage from a savings bank, then for six years that bank 

would receive direct payments from the borrower. These loans allowed individuals to 

spend more on their homes by anticipating future income and in doing so, allow home 

builders to sell more. 

Mortgage lending its naissance, while simplistic, was unable to reach large 

segments of the population. Prior to the Great Depression in the US, the private sector 

reserved mortgage lending for the wealthy, those capable of making a sizable down 

payment and paying off the loan sometime between two and six years. Therefore, owning 

a home was largely a lifestyle choice of the well-to-do. In the 1930s the housing market 

stagnated and there was a massive credit crunch among the private banking sector. It 

became clear that the traditional model of mortgage lending would not deliver the degree 

of homeownership and homebuilding desired by the government. Wanting to drive 

investment and activity in this sector, government intervention in housing markets 

emerged.  

There are a set of common (and unwavering) beliefs that surround 

homeownership and often justify government support for it. In addition to serving as a 

tool to build household wealth, homeownership is viewed as beneficial for society 

because homeowners invest more in their neighborhoods, engage more in civic activities 

and have children that do better in school and commit less crime (Vale 2007; Hayden 

1981; Perin 1977; Barker and Miller 2009). Overall, homeownership is argued to be a 
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major source of social stability. Others argue that it is not necessarily the act of owning a 

home that is the explanatory variable, but instead the financial obligation with banks that 

households incur. Households enter into a debt structure that requires consistent 

employment and creates a heightened concern over the stability of housing value 

(Hayden 1981; Wright 1981). In this way homeownership is also linked to social 

stability. Despite the recent housing crisis which drained the wealth of millions of 

households, these views remain largely intact (Rohe and Lindblad 2013).  

The first major step by the US government was to provide mortgage insurance. 

Through the newly established Federal Housing Authority (FHA) the government began 

guaranteeing loans in the case of borrower default. Before this time, it had been standard 

among lenders to require at least a 30% down payment, but the FHA created 

opportunities for borrowers to acquire mortgage financing with down payments of less 

than 10% of the purchase price (Schwartz 2010: 54). These lending terms and low down 

payments ushered in through the FHA soon became standard mortgage products 

throughout the industry regardless of whether the loan was FHA-insured and 

subsequently made owning a home largely accessible to middle-class households. This 

was the first attempt on behalf of a national government to spur private sector lending for 

mortgages and subsequently, revive the housing market, employment, and the larger 

economy (Jackson 1985). Since then, the so-called “institutionalization of mortgage 

markets” occurred whereby institutions and complex systems have been deliberately 

created with the mission of making homeownership more accessible than ever before 

(Aalbers 2009b).  
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As previously mentioned, creating and maintaining value of homes is essential for 

a stable mortgage market. In addition to setting standards for assessing borrowers’ 

creditworthiness the FHA also developed stringent guidelines for the types of properties 

on which it would insure mortgages (Schwartz 2010). Both physical quality and location 

had to meet certain requirements. This was an attempt to ensure greater predictability in 

terms of stable housing prices. Uniform standards were set for new construction to ensure 

that properties were structurally sound and thus, would not diminish in value over time. 

Geographical guidelines were not market-based, but instead, were much more subjective 

resting on racial characteristics and the environment of the neighborhood and the 

surrounding area. Lending and underwriting (i.e., risk assessment) guidelines for FHA-

insured loans often restricted borrowing among minority households. In some cases, 

lending was prohibited in entire cities (i.e., redlining) because the FHA deemed minority 

neighborhoods, urban areas, and older neighborhoods in general as ‘high risk’ (Jackson 

1985).  

Guidelines for government-insured mortgages had major implication for 

residential segregation and disinvestment in cities. The racial and anti-urban 

underpinnings of this legislation fueled the out-migration of white residents from cities, 

suburbanization, and long-standing patterns of uneven development (Denton 2006; 

Gotham 2002; Massey and Denton 1993; Jackson 1985). Redlining practices caused 

rampant disinvestment in major cities while FHA home mortgage activities flourished in 

suburban counties (Gotham 2002; Jackson 1985). Subsequently, housing prices in the 

suburbs increased while they dropped throughout inner-cities. Recent work by Aalbers 

(2009b; 2012) suggests that these practices also occurred and continue to occur 
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throughout Europe. In short, discriminatory lending practices that accompanied 

government support for homeownership underscore the social forces behind 

homeownership and highlight how housing value is a political, social and institutional 

construction.  

Due to the underwriting guidelines, the main beneficiaries of FHA-insured 

mortgages were white, middle and working-class households (Schwartz 2010; Jackson 

1985). As Jackson notes, from 1934 through 1960 the suburbs of Washington, DC 

received seven times the mortgage insurance as the nation’s capital (1985:213). This was 

the case for many of the country’s metropolitan areas whereby institutional workings 

channeled mortgage lending to the suburbs while actively discouraging lending in central 

cities. The provision of mortgages based on racial and locational criteria worked to 

preserve racial homogeneity of neighborhoods and by proxy, housing values. Such 

actions account for longstanding patterns of residential segregation and metropolitan 

uneven development (Gotham 2002; Norton 2015). The FHA did not invent racial 

discrimination and redlining, as these practices were standard in the real estate sector at 

the time, but did offer their stamp of approval. By instituting criteria for a government-

backed, national mortgage lending program that was heavily dependent on race and 

place, “the FHA exhorted segregation and enshrined it as public policy” (Jackson 1985: 

213). In the US, racial discrimination in housing markets operated both explicitly and 

implicitly at the behest of federal housing policy and private real estate practices. While 

homeownership benefits middle-income households, home builders, real estate industry, 

and lenders, it was often at the expense of poor residents and racial minorities (Gotham 

2002).  
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The Secondary Mortgage Market and Securitization  

Since the establishment of the FHA, the volume, sources, and terms of mortgages 

have evolved considerably – in large part due to continued government intervention 

(Carruthers and Ariovich 2010). This path was also paved by political and economic 

institutions in the US. Although mortgage insurance did facilitate mortgage lending for 

the middle class, in order for banks to continue making long-term mortgage loans, they 

needed a greater, more immediate source of liquid capital. When banks or other lending 

institutions hold many long-terms loans in their portfolio, such as mortgages, their 

capacity to make more loans is limited. This is especially true in times where interest 

rates for depositors are volatile and not in line with that of mortgage payment yields. In 

the 1970s and fully implemented in 1980s, the US government deregulated savings and 

loans institutions in an attempt to help them grow and expand their investments. This led 

to the elimination of interest rate ceilings and allowed for market-rate interest rates. With 

higher savings account yields to customers and increased liquidity for mortgage loans, 

these institutions soon faced a shortage of capital. To respond to the credit crunch and the 

eventual downfall of savings and loan associations, a new era in housing finance 

emerged. Mortgage lenders would now heavily rely on a government-sponsored 

secondary mortgage market for liquidity, their ability to make continuous, long-term 

loans (Schwartz 2010:61).  

In the late 1930s, the US government established Fannie Mae (and later Freddie 

Mac), the premier secondary mortgage institution. This effort was intended to increase 

homeownership and the availability of affordable housing. Fannie Mae was set up as a 

government-sponsored entity that would purchase government-insured (FHA) mortgages. 
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This increased liquidity in the primary market and allowed banks and other loan 

originators to issue more housing loans by relieving them of significant debt obligations. 

Through the secondary market, lenders no longer have to wait until the full term of the 

mortgage to be repaid. They are now able to sell the borrowers promise to repay (i.e., 

debt) to investors. This allowed lenders to immediately sell their loans to investors, 

regain their capital, and make more loans. The creation of the secondary market was 

deliberately created by the US government to spur lending on the primary market and 

thereby homeownership. For its first thirty years Fannie Mae held a monopoly over the 

secondary mortgage market. 

While there is a limit of liquid capital available to banks to make mortgages, the 

same was true in the secondary mortgage market. Looking to expand the amount of 

mortgages they could purchase, government-sponsored secondary market institutions 

(e.g., Fannie Mae and Freddie Mac) began the practice of securitizing the mortgage debt 

that they acquired. This process included consolidating a large number of mortgages into 

pools, which are then divided and sold as mortgage securities to a variety of national and 

international investors. Investor appetite was largely driven through the government 

guarantee that Fannie and Freddie offered, although implicit, against any losses. 

Mortgage securities can be bought and sold like traditional and familiar bonds, meant to 

encourage investors to put more money into real estate.  

By transforming individual mortgage loans into marketable securities that can be 

bought, sold and traded on secondary markets, mortgage-backed securitization has 

become the most integral part of mortgage systems (Gotham 2009; Aalbers 2009a). As 

mortgage securitization attracts international investors it has come to represent the link 
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between the macro level of global finance and the microscopic level, the mortgages 

obtained through the purchase of new homes. Figure 2.1 depicts the relationship between 

the secondary and primary mortgage market. 

 

 

Figure 2.1: Mortgage Lending with Securitization4 

 

 
 

 

The combination of lending instruments, guarantees, and the secondary market for 

mortgages vastly expanded the reality of homeownership to a wider proportion of the 

population. Owning a home was more accessible than ever before, and homeownership 

rates expanded from 44% in 1934 to almost 63% in 1972 in the US (Jackson 1985: 205). 

By the 1970s, interest rates and monthly mortgage payments were at an all-time low and 

in some cases only 10% of purchase price was needed for a down payment. Overall, the 

structure of homeownership finance had fundamentally changed. With the advent of the 

long-term, fixed-rate mortgage, the new system of housing finance heavily endorsed 

                                                 
4 Base image from the Massachusetts Real Estate Law Blog: Mortgage Backed Securities, see 

http://massrealestatelawblog.com/tag/mortgage-backed-securities/.  
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debt-encumbered homeownership with many new homeowners acquiring the 30-year 

mortgage (Stone 2006: 83). With the emergence and growth of the secondary mortgage 

market, the key institutions were now in place to support widespread homeownership 

(Schwartz 2010). In the decades to follow, continued government intervention and 

innovation in mortgage markets, particularly through the secondary mortgage market, 

would facilitate institutional lending for homeownership.  

The expansion of the secondary market not only allowed for an influx of capital 

into the primary market but allowed for third party investors to intervene between lenders 

and borrowers. Unlike primary lenders, investors have little to no knowledge of the 

property to which the loans they acquired are secured upon or the credit-worthiness of 

borrowers. In this way, credit now flows anonymously between people and entities. So, 

what then gives investors confidence? In order to facilitate non-local investment, the 

personal relationships between borrowers and lenders have largely been replaced by 

established credit ratings and other mechanisms for standardization. Ratings convey 

information on the quality of the loan or pools of loans. Investors rely heavily on credit 

rating agencies to provide information on the risk or safety of mortgage securities to 

which they invest. The process of securitization thus relies on a high degree of 

standardization which increases the liquidity of the home – the extent to which it can be 

readily transformed into cash. 

Like lending in the primary market, activity in the secondary mortgage market 

can also affect place-based inequality and also reinforce historical patterns of 

disinvestment in communities (Williams, Nesiba, Mcconnell 2005). In a recent analysis 

of secondary market activity (1996-2007), based on a case study of the Philadelphia 
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region, higher levels of loan purchases from government-sponsored entities (GSEs) were 

associated with net increases in homeownership in neighborhoods throughout the region 

(Norton 2015). This research also found that these changes sharpened socio-economic 

divides between the different communities depending on where the GSEs concentrated 

their purchasing activity. Urban centers, where GSE market share was lowest, 

experienced the greatest reductions in homeownership and the greatest increases in 

neighborhood poverty levels. This is to suggest that activity in the secondary mortgage 

market can reproduce place-based inequality. We saw this at scale when poor, minority 

neighborhoods were disproportionately affected by foreclosures during the recent 

housing crisis, which stemmed from intentional subprime lending in the primary market 

made possible by the deregulation and expansion of the secondary mortgage market 

(Immergluck 2009).  

In sum, since the 1930s, credit has been intentionally steered into the housing 

market through the creation of highly sophisticated financial practices making 

homeownership more accessible to those with middle- and moderate-incomes. With 

government insurance and the secondary market lenders have been able to lend more and 

extend the life of the loan upwards of 30 years. Individuals are able to buy a house with a 

10% down payment and incur monthly payments that in many cases are less than paying 

rent. While financing has become subsequently cheaper, households entering 

homeownership take on an unprecedented amount of debt. Figure 2.2 shows the rise in 

mortgage debt from 1950s to the present.  
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Figure 2.2: Total Mortgage Debt Outstanding, Household (1950-2014) 

 

Source: Federal Reserve Bank 2014 

 

 

There is also a relationship between mortgage debt and other consumer debt. With 

the arrival of credit cards in the 1950’s there’s been a steady rise in access to credit and 

subsequently, the accumulation of household debt. Mortgages are assumed to be a driving 

force of debt-driven consumerism whereby more and more households use credit cards 

for household purchases (Carruthers and Ariovich 2010:86). 

The role of credit and debt in today’s society cannot be understated. In 1970, only 

9.2% of households had at least one credit card and by 2004, 72% (Statistical Abstracts 

2008, table 1158). As the rise in mortgage debt and credit cards indicate, the US economy 

has become dependent upon access to credit and general indebtedness has become a 

mainstay of American culture. This is in large part a result of the concurrent deregulation 
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of consumer credit and mortgage markets that makes credit more accessible (Rossi 

2013:1069). Moreover, it is reflective of the larger shift in today’s society towards an 

economy that rests on the production of debt for profit.  

Financialization of Housing  

The previous discussion laid out the fundamentals, major policies, and 

institutional framework that underlay the modern system of housing finance and support 

homeownership. I now focus on how land and housing, despite their fixed properties, 

become tradable commodities. I examine the implications of having a primary mortgage 

market that is highly dependent upon a world system of real estate financial transactions. 

How are local housing markets shaped and ultimately defined by their integration into 

globalized financial markets? Drawing on urban theory and literature on economic 

globalization, I illustrate how housing markets have responded to larger political and 

economic shifts and how mortgages have become central to national and global 

economies.   

As described above, mortgage securitization flourished at the turn of the century 

into the early 2000s. This occurred during the rise of financialization in the US economy. 

Two definitions are useful for understanding the concept of financialization in this 

context. Krippner (2005) defines financialization as a pattern of accumulation in which 

profit-making occurs increasingly through financial channels rather than through trade 

and commodity production. For Epstein (2005) financialization refers to the increasing 

role of financial motives, financial markets, financial actors and financial institutions in 

the operation of domestic and international economies. Both conceptualizations rely on 

common measures for capturing the changes that occurred in the past 30 to 40 years in 



50 

 

the US economy. They commonly refer to the increasing number and activity of financial 

firms and the amount of financial activity by non-financial firms, such as mortgage 

brokers. While scholars usually turn to trends in employment and production to 

understand broad shifts in the economy, in light of financialization the focus of economic 

change is on where profits are generated.  

The slowing down of the overall growth rate and stagnation of the real economy 

(i.e., actual production and services) is argued to have propelled the US and other 

capitalist countries into financialization where the economy relies on growth of finance to 

increase capital (Foster 2007). The real estate sector has since emerged as the pillar of 

financialization. The securitizing, buying, and servicing of mortgages has served as a 

lucrative if not vital source of profit since the late 1980s well into the 2000s (Aalbers 

2008). Financialization of the real estate sector has been fueled by the deregulation of 

mortgage markets that began in the 1970s and was fully implemented in 1980. This led to 

the downfall of depository institutions serving as primary mortgage lenders and the 

advent of mortgage companies. These companies often immediately securitize and sell 

off their mortgage debt. They are not banking institutions and are thus not subject to 

federal oversight. As the Federal Reserve lowered interest rates and allowed non-banking 

institutions to issue mortgages, capital flowed massively into the housing market, 

mortgage lending skyrocketed, and housing prices soared. Subsequently, the real estate 

sector became heavily mortgaged and hyper-speculative while investors largely reaped 

the financial benefits.   

By the 2000s, pension funds, private equity, and hedge funds invested in 

mortgage securities and flooded capital into housing markets. It had become clear that 
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mortgages had taken on a greater prominence. Global finance made for a primary market 

flush with capital to make loans and soon touched much of the real estate sector 

(Immergluck 2009). The steady influx of capital coupled with the political force of 

homeownership ideology propelled homeownership (Rolnik 2013). And under the 

surface, local housing markets and the global economy began to operate under a high 

degree of interdependence. Whereas homes remain local, through the secondary 

mortgage market they are connected to global markets with each being increasingly 

dependent on the other.  

Through the secondary mortgage market and securitization there are various 

points at which mortgages themselves generate profit. The traditional way in which a 

mortgage generates profit is the payment of interest on a loan (i.e., extraction of 

household income) and typically some upfront processing fees. While interest payments 

and fees still generate some profit for lenders and investors, the securitizing of mortgages 

has introduced new sources of income through transforming mortgages into innovative 

high-risk financial instruments. The bundling and selling of mortgage loans or rather, 

splices of mortgage loans into residential mortgage-backed securities (RMBS) allow both 

lenders and investors to mask risk and sell off their loans into packages with higher 

returns (Ashton 2009). The rapid buying and selling of mortgages has allowed for the 

influx of high-risk and often overpriced mortgages and hence, higher yields for investors. 

The process of mortgage securitization mortgages themselves are delinked from places 

and act as purely financial instruments that can be bought and promptly sold (Newman 

2009).  
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Sassen (2009) summarizes two major features of mortgages that are different 

under the new political economy. First, mortgages serve primarily as a financial 

instrument because of the rapidity at which they are bought and sold. The actual house as 

collateral or as an investment is less important as ownership may last for as little as two 

hours in some cases after which the mortgage is packaged and sold. The common 

practice has become that mortgage loans are spliced and bundled into various diverse 

investment packages. In fact, no component in a bundled security represents a whole, 

single home. This is where investor attachment to the actual home becomes distanced. In 

most cases, investors own a small part of a loan or sell of the loan so that mortgage 

default does not pose a major risk. However, investors suffer when defaults occur at a 

massive scale as in the case of the recent housing-induced financial crisis. The 

internationalization of RMBS trading made this into a global crisis. While mortgage 

trading expands the distance between the investor and the actual home, homeowners are 

very much still attached to the actual home. At any given time an investor or servicer 

who owns the financial instrument can make claims on the home if the owner is late on a 

mortgage payment (Sassen 2009).   

The second major feature of the financialization of mortgages is that investors no 

longer make profit solely off of payments to the mortgage but rather, through the sale of 

the financial package that bundles hundreds or thousands of mortgages together (Sassen 

2009: 412). Due to these features, mortgage lenders place a greater emphasis on making 

more and more mortgages that can be sold on the secondary mortgage market. This 

becomes an issue of quality versus quantity. As lenders strive to originate mortgage loans 

to sell off, the quality of the loan or the creditworthiness of the borrower is less important 



53 

 

to lenders. In fact, if a borrower has poor credit, a lender can offer a higher priced loan 

that will benefit them in the short term before they sell it off to investors in the secondary 

market.  

A reoccurring theme of this chapter is the mortgage industrial complex that has 

evolved in the US and other places. Emphasizing our economy’s increasing prominence – 

if not dependence – on mortgages, Aalbers (2008: 150) argues that we have now entered 

into a period where mortgage markets are no longer facilitating markets and instead, 

markets in their own right. This is important because it introduces greater risk in 

mortgage lending and broader financial markets. Under these new economic 

arrangements it is highly likely that the financialization of the home was never meant to 

fuel homeownership, but instead, the economy. As previously mentioned, profit-making 

involved in real estate transactions now occurs at various levels beyond just at the sale of 

a home to include a complex network of debt obligations, capital, and what was 

seemingly overlooked prior to the housing crisis, risk. This represents the present duality 

of mortgage markets as local consumer markets as well as global investment markets. 

Financial stability and housing prices at the local level can have a direct effect on global 

markets. At the same time, mortgage lending practices can tie households to financial 

obligations that are not feasible in the long run (Aalbers 2008). While real estate markets 

have always depended on access to credit, today investment in real estate is even more 

dependent on the development of financial markets and vice versa.  

In light of rapid financialization, it is important to remember that housing has not 

always been a commodity, an economic good. Instead, it is a feature of modern 

capitalism and the financial practices attached to owning a home have evolved over time 



54 

 

(Pattillo 2013). A key element of the financialization of real estate markets occurring 

today is the process of securitization whereby housing, as a spatially-fixed asset, is 

transformed into a transparent security. Housing is therefore not a simple commodity that 

is bought and sold, but instead is entwined in a complex system of financial practices. In 

the following section I explore what it means for the built environment when it becomes 

a tradable commodity in nonlocal markets. I elaborate on this point by highlighting the 

institutional and political roots in the creation and control of housing as a liquid resource. 

Overall, this analysis is critical for understanding the role and linkages between the 

government, homeownership and economic globalization.  

Securitization and De-Placement: Local Priming for Global Integration  

“These institutional developments represent a series of ad hoc state efforts to 

“delocalize” residential and commercial property, and embed real estate financing within 

global capital markets” – Kevin Fox Gotham (2006: 231). 

 

Social scientists have long theorized about the role of investment in the making of 

urban space by focusing on what they refer to as the “secondary circuit of capital” 

(Gotham 2006; 2009; Gottdiener 1994; Harvey 1982; Lefebvre 1970). The secondary 

circuit of capital is relatively autonomous from the primary circuit, which is generally the 

realm of physical manufacturing and production. It refers to financial investment in fixed 

residential and commercial property and efforts to attract new sources to finance real 

estate or other elements of the built environment. Focus on the secondary circuit arises 

when the primary circuit is saturated and opportunities for generating surplus capital are 

scant. As the capitalist superstructure demands the extraction of surplus value, investors 

will turn to the built environment often through real estate speculation (Harvey 1982; 
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Merrifield 2002). While one may not be able to “see” the secondary circuit of capital at 

work, it has profound effects on the production and use of space. And as global 

investment is increasingly channeled into local housing markets, it raises the question of 

how nonlocal forces affect these markets (Aalbers 2009b; Newman 2009; Sassen 2009).  

As local real estate markets become embedded in global financial networks, to 

what extent do homes remain unique, place-based commodities? When mortgage 

securitization first emerged it largely consisted of investment in mortgage securities 

derived from government-insured loans. Not knowing many specifics of the house or 

borrower, the government-backing offered investors greater confidence. However, since 

the 1980s the amount of mortgage debt that becomes securitized has grown, including 

private, non-insured loans. As a result, most mortgage debt becomes securitized with the 

lending agent or broker selling off the loan within hours or days after the transaction is 

completed. This has made the process of mortgage lending exceedingly impersonal with 

borrowers having no knowledge of the entity that holds their loan and with investors 

knowing nothing about the home (and therefore location) and borrowers to which their 

investments are backed. Securitization enables this process by packaging place-based 

home loans into pooled securities categorized by investment risk that is determined by 

the borrower’s credit score and features of the loan. This is a process of standardization 

where a once highly idiosyncratic commodity (the home) becomes a transparent and 

predictable investment for sale on the global marketplace.  

While housing itself remains a durable commodity that is heavily dependent upon 

local and individual conditions, the debt an individual owes on his/her house has become 

“liquid” – a tradable, standardized commodity for national and global investors. As a 
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result, these investors require no knowledge of the actual circumstances of the share of 

pooled mortgages they have just purchased (Aalbers 2008; Gotham 2006). What this 

translates to on the ground is the very real possibility that anonymous, unrelated investors 

in Thailand, Chile, or somewhere else on the planet have a financial stake in the 

mortgage of a family living in North Philadelphia. This is precisely the way in which 

local housing markets can have global effects. Problems for investors arise when a large 

number of borrowers default and overall confidence in these securities wanes, as we have 

seen in the case of the US subprime mortgage crisis, which had massive and wide-

ranging implications on a global scale (Immergluck 2009).   

Confidence among investors does not arise out of thin air. Market actors must 

understand and accept commodities as transparent, homogenized, and standardized for 

securitization to be successful (Gotham 2006: 235). This explains the emergence of 

various financial practices implemented to calculate value, risk, and other elements 

assumed to increase control over an asset to which investors are far removed. Global 

markets thereby insist that local knowledge and distinctiveness of a home or another 

fixed entity, become standardized and predictable, in order for its commodification and 

integration into larger global financial markets. 

But who creates the framework that transforms homeownership into a site of 

international investment? After all, due to real estate’s idiosyncraticities, space, as a 

commodity, is non-exchangeable, non-transferable, and involves long turnover when 

buying or selling. Gotham (2009; 2006) uses the term “spatial fixity” to describe real 

estate prior to securitization. This is to suggest that real estate cannot be homogenized 

and is largely unpredictable, making it a risky investment. In contrast, securitization of 
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real estate, as a social process, transforms it into predictable, standardized, and 

exchangeable assets. This process is not a natural function of the market place. Instead, 

liquidity of real estate is enabled by government policy and regulation that creates and 

facilitates the securitization of mortgages (Gotham 2009).  

While it is easy to focus on the international flows of capital and financial 

abstractness that securitization conveys, Gotham (2009; 2006) reminds us that for 

securitization to occur national governments must intervene. That is, securitization 

involves policy and legal reform that weakens the institutional buffers between local, 

national, and global markets. National legislative and regulative action initially developed 

the secondary mortgage market and subsequently facilitated the growth of commercial 

mortgage-backed securities. A major political force behind mortgage securitization also 

included deregulation of financial sectors in the 1970s and 1980s. This is important 

because the choice to deregulate is one of power. If we were to focus on the withdrawal 

of the state from overseeing transactions across financial sectors we would ignore the 

way in which different government institutions and agencies participate in setting up new 

institutional and regulatory frameworks for global finance and trade (Gotham 2006: 260). 

Deregulation and financial innovation have driven increased activity of the secondary 

market where a lucrative real estate sector no longer relies on the production and selling 

of housing, but rather, markets for finance and new financial instruments (Gotham 2009: 

357).   

Some argue that the heightened ability of financial transactions and networks to 

occur across national boundaries increases economic integration and weakens the role of 

the state (Hicks 1999; Huber and Stephen 2001; Swank 2002). This is often argued of 
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globalization at large. The rise of mortgage securitization challenges this argument. 

While mortgage securitization facilitates cross-national investment in real estate, it could 

not have occurred without important institutional and legal reforms. Gotham (2006; 

2009) emphasizes this point and argues that the state’s capacity to influence the degree 

and development of liquidity is a powerful mechanism of globalization. He states:  

The state’s capacity to create and control liquid resources is a powerful 

vehicle for globalization insofar as it allows state actors to assist, lead, or 

constrain the development of global economic flows and networks of 

activity. In short, we cannot explain globalization in terms of market 

forces and technological change alone without addressing questions about 

the deeper institutional conditions that yield those circumstances. 

(Gotham 2006: 268). 

 

If we were to examine economic integration alone we would overlook the institutional 

developments, especially legislative and regulatory, that have increased the growth and 

extension of real estate activity across national borders. Motivations for increasing the 

velocity of real estate transactions and interchanges first came about because the 

government (and later private financers) wanted to mobilize capital to serve this 

enormous potential demand for credit in the housing market and later serving as a 

channel for investment (Gotham 2009; Harvey 2010). When describing the advent and 

then rapid expansion of mortgage securitization, Harvey evokes to the idea of the 

secondary circuit of capital referenced above. He notes, that “the securitization of local 

mortgages and their sale to investors all over the world was viewed as a way of 

connecting areas of capital shortage with those in surplus in a way that supposedly 

minimized risk” (2010:42). 

In sum, the work of Gotham and others is useful for understanding how 

homeownership becomes globalized whereby housing, as a local commodity, becomes 
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disembedded from local conditions of financing and production and placed in a global 

market. More broadly, through the state, property becomes de-linked from place and the 

issue of spatial fixity is overcome to facilitate property investment and capital 

accumulation for investors across the globe. The government however creates the 

institutional framework for this to occur and remains a powerful mechanism for 

economic globalization. In the case of homeownership in Peru, I apply a similar lens to 

examine how gradually and quite deliberately land across the globe is being incorporated 

into a market system. I explore the advent of property rights, financial practices, 

government subsidies, and other regulatory laws that support the growth of mortgage-

backed homeownership to examine how the state shapes the development and degree of 

liquidity in the housing market. As a contribution to urban theory, this work highlights 

the workings and continued salience of channeling investment into real estate.   

Financialization of Housing Markets from Above 

“Then the development project yielded to a globalization project intent on restoring 

market sway and reducing the power of the states and citizens to the status of servants 

and consumers respectively” – Philip McMichael (2012:15). 

 

As outlined above, the government and financial industry have fueled the 

financialization of housing, giving rise to mortgage-backed homeownership. This trend 

can also be found within international financial institutions (IFIs), those working to 

promote social and economic development in developing countries. Increasingly these 

organizations focus on the promotion and growth of financial sectors (McMichael 2012). 

This section offers a macro-structural perspective on the role of IFIs in spreading 

mechanisms for international housing finance and homeownership.  
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Since the 1980s, nations around the world have undergone massive economic, 

social, and political transformations. During this period, neoliberal policies, privatization 

processes, and political conservatism spread throughout the U.S. and abroad (Harvey 

2005). There is increasing emphasis on the efficiency of free markets (in terms of 

production and distribution), deregulation, and the retrenchment of the welfare state. 

These policy trends follow the downfall of Keynesian economics that dominated in the 

Fordist period – an era of mass production where the state cultivated and protected 

potential “consumers”. With a growing service-based and more recently, knowledge-

based economy, those same principles, once aimed at social welfare are seen as the 

source of social problems. Instead, focus is placed on three main entities, the market, 

property, and the individual, for promoting social well-being and economic growth 

(Robinson 2004; Harvey 2005). While these ideological and policy shifts originated in 

Western nations, especially under the Reagan and Thatcher administrations, similar 

principles have been adopted by international development organizations and spread 

throughout developing countries (Babb 2009; Robinson 2004; Held and McGrew 2002). 

These political shifts contributed to the growth of financialization. During the 

“crisis of profitability” of the 1970s and early 1980s, investors could not find places to 

invest and earn surplus profit. As Arrighi explains: 

Financialization is a consequence of last-ditch efforts by the U.S. 

government during the 1980s, instituting rules promoting liberal capital 

markets and deregulating banking to attract capital flows to the US with 

rising interest rates in order to overcome the relative decline in its 

industrial productive capacity. (Arrighi 2007: 145). 

 

Financialization thus plays an important role in the expansion and integration of the 

world’s various financial markets fueled by investors preferring to hold capital in liquid 
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(rather than illiquid) forms. The U.S. was losing its competitive edge and industrial 

capitalists switched investment from fixed capital into financial ventures (McMichael 

2012: 688). As a result, there is now a world market for currencies, equities, government-

backed bonds, and other financial instruments, including mortgage-backed securities 

(Fligstein and Goldstein 2010). Preference for liquidity together with the deregulation of 

financial markets has encouraged securitization (consolidating and selling of debt) and 

greater financial speculation. In the housing sector, these changes drove the 

financialization of housing and ultimately, the development of the complex secondary 

housing market.  

As in the case of structural adjustment policies, financialization was also 

embraced by international actors such as the Bank and embedded in their approach to 

economic development. Before the economic turmoil of the 1970s to the early 1980s, 

development was essentially a state-led project. Development then became a private 

sector project aimed at greater participation in the global market. The role of the state 

shrinks at the expense of the market (Robinson 2004). Subsequently, since the 1980s, 

transnational actors, such as the Bank and IMF, have increasingly promoted financial 

liberalization and supported private sector development to generate greater participation 

in the global market among emerging economies (Helleiner 1994). Others suggest that 

these efforts are an outgrowth of U.S.’ economic interests and more specifically, an 

attempt to create neoliberal states at the national level to prevent international regulation 

of capital (Robinson 1996; 2001; McMichael 1996).  

According to McMichael (1996), since the 1980’s we entered a period of 

globalization, representing a movement “from above” by powerful business and financial 
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interests and their allies to reduce or eliminate public regulation of corporations and their 

ability to operate across national borders. This includes the promotion of markets across 

national boundaries, liberalizing trade and investment rules, and privatizing public goods 

and services. However, the globalization of markets is not inevitable. McMichael argues 

that markets are institutional constructs managed by powerful players, including IFIs, 

states, banks, and NGOs. Whereas IFIs once defined development as nationally-managed 

economic growth, they have redefined it as “participation in the world market” (World 

Bank 1980). This redefinition is important as it sets forth the global economy as the unit 

of development, superseding economic nationalism.  

 This ‘globalization period’ of development, introduced by McMichael, is useful 

for explaining the financial integration of capitalist principles taking place across the 

globe. Policies that support a country’s integration into the global economy have been 

favored by IFIs working closely with governments in developing countries. Due to loan 

conditionality, many states restructured their political-economic priorities to obtain 

creditworthiness from the global financial community. Social goals, like access to decent, 

affordable housing, often become secondary to those of sound financial policy. IFIs’ loan 

documents or other country-specific guidance attached to debt negotiations have changed 

considerably during the 1980s. They originally focused on project loans for public 

infrastructure and have shifted towards policy/process loans geared at structural 

adjustment in developing countries (i.e., market reforms). They also embrace other 

normative, legal, and financial priorities of these organizations that support private and 

financial sector development (McMichael 1996). These changes matter as IFIs often set 

parameters in which certain state-level decisions are made.  
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Creating an institutional structure to support mortgage-backed homeownership at 

scale is one strategy for deepening a country’s financial sector and facilitating integration 

into the global economy. Therefore it should not be surprising that the practice has been 

overwhelmingly promoted by IFIs. The development of housing finance for 

homeownership has been used by IFIs as a strategy to address housing shortages (albeit 

with limited success) and also as a development strategy as it allows the country to 

“participate in the world market” (McMichael 2012). Given this context, studying the 

development of the housing market in Peru focusing only on the nation-state as the key 

actor would provide an incomplete picture of the origins of housing policies in the 

country. Instead, examining the prevailing approaches to international development and 

global capitalism provides a better context for understanding the rationale for such 

policies.   

Theoretical Framework: The State, Housing Policy, and Finance  

This chapter laid out the institutional structure that supports homeownership with 

particular attention to the political and economic forces that continue to increase or at 

least, sustain liquidity in housing markets – a model first introduced in the US. By 

ensuring a ready pool of credit for real estate, the federal government created an 

institutional landscape that continues to shape individuals’ residential preferences and 

opportunities for owning a home (Vale 2007; Rohe and Watson 2007; Collins 2007; 

Jackson 1985). Overwhelming support for homeownership – historically distinctive of 

American society – has been part of larger efforts to channel investment into certain 

places (disinvestment in others) and is increasingly tied to the development and growth of 

local, national, and international economies. 
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The US case is an important one as it largely set the global precedent for creating 

a system of institutions, policies, and regulations (or lack thereof) that buttress 

homeownership and mortgage lending. Housing finance has become almost fully 

integrated within national and international capital markets and the local-global 

integration characterizing housing markets has had a significant impact on the availability 

of mortgage credit. Aalbers (2012) has introduced the concept of the “real estate/financial 

complex” to refer to this system and highlight the interdependence of real estate, finance, 

and national governments. While some have begun to study the connections between the 

government, finance, and real estate, there remains much to learn about the ways in 

which policies that support homeownership and subsequently, mortgage lending have 

become embedded in processes of globalization and financialization.  

The literature reviewed in this chapter provides a critical lens for studying how 

land and housing, traditionally local commodities, are transformed into financial, 

exchangeable goods and how institutional actors lead these reforms. Policies and 

incentives have constructed the demand for homeownership while deregulation and 

financial innovation have ensured a steady flow of capital for mortgage lending. These 

elements underlie the so-called real estate/financial complex in the US and have begun to 

be implemented in emerging markets. In such markets, these elements necessitate high 

levels of standardization as well as stable and predictable housing and economic markets. 

However, as Gotham argues, the process itself involves a series of political struggles. The 

following chapters examine how the state, market, and other societal forces at different 

geographical scales have created a market for homeownership in Peru and how 

homeownership has become embedded in the political economy of the city and state.    
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The field of urban studies, including sociologists, political scientists, and 

geographers, have contributed greatly to the understanding of homeownership and 

increasingly, mortgage lending. Much of this work responded to exclusion and 

discrimination evident in mortgage lending in the 1970s onwards (for an overview see, 

Squires 1994; 2004; Shlay 2006) and following the recent housing crisis, has focused on 

how structural changes to mortgage lending and investment continue to affect people and 

places (Immergluck 2009; Ross and Squires 2011 ). Theoretically, these changes and 

experiences have been analyzed by tracing the secondary circuit of capital at work and 

more generally, how the built environment is appropriated for capital accumulation 

(Harvey 1982; Lefebvre 1974). Under modern homeownership and lending practices, 

space is not just a site for industrial production, but also a direct circuit from which 

surplus value can be extracted.  

Gotham’s conceptualization of securitization is particularly useful for this 

research. By illustrating the way in which liquidity is created out of a spatially fixed 

commodity, he situates the process of mortgage securitization within the tendency of 

capital to mobilize space and the built environment for production and profit. 

Securitization is thus an additional path to extract capital from land and housing. How 

and why societies implement policies and practices that support securitization remains an 

important topic for sociological inquiry. Gotham’s work remains one of the few empirical 

studies that examines securitization within larger efforts to support the financialization of 

the economy and globalization. The current project builds on this body of work to 

analyze the relationship between real estate, finance, and housing policy as it emerges in 

Peru, a country in the midst of establishing a mortgage-based housing market.  
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While there is increasing attention to homeownership and the structural changes 

in mortgage lending, the connection and interdependence between real estate, housing 

finance, and the state remains under-researched and under-theorized. Very few studies 

provide an empirical analysis that grounds modern financialization and globalization 

processes associated with the institutionalization of homeownership. In an attempt to fill 

this void, this research uncovers the political, economic, and institutional forces that give 

rise to mortgage-backed homeownership and the socio-political elements that accompany 

such efforts. This is an empirical study of how homeownership and systems for housing 

finance become institutionalized in an emerging market. We can often see and hear 

homeownership being embraced across countries; yet, the financial practices that make 

the system possible are rarely made visible. From a pure disciplinary perspective, 

research findings demonstrate how the social construction of seemingly natural economic 

phenomena is not inevitable.   

This work is also unique in that it examines the role of international actors as 

homeownership-based policy and housing finance are viewed as a strategy for 

development by these organizations. Together, I examine the institutional structure and 

government legitimization of homeownership, how homeownership is being used as a 

development or financial strategy and lastly, how such a strategy becomes crystallized in 

urban places. I demonstrate the interdependent relationship between real estate and 

finance at different geographical scales. These findings lead to a better understanding of 

how local, national, and international actors, political infrastructures, and institutional 

forms facilitate or impede homeownership, secondary mortgage markets, and 

securitization. Additionally, I provide a better understanding of the priorities and actors 
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shaping housing markets in emerging economies and the implications for urban 

development. Overall, this study contributes to our sociological knowledge of the ways in 

which markets that support homeownership are created and expanded as a means of 

supporting the financial sector, urban development and, ultimately, the global economy.   
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CHAPTER 3: THE SOCIAL AND POLITICAL CONSTRUCTION OF 

HOMEOWNERSHIP IN PERU 

Introduction 

This chapter explores the emergence of homeownership and housing finance in 

Peru. As explained in Chapter 2, global processes of financialization and privatization 

have encompassed the housing sector in recent decades, especially in highly developed 

economies. Many developing countries seek to formalize or expand access to credit for 

housing, developing the institutional infrastructure and resources to support the growth of 

finance within the housing sector. While this trend is apparent across many Latin 

American countries, questions on how such policies take hold and some of the larger 

social implications are largely unexamined. The present chapter explains how such 

processes evolve by uncovering the institutional nexus and motivations behind the 

creation of a market for mortgage-backed homeownership in Peru.  

Since the 1990s, the Peruvian government has set policies and practices that 

support mortgage-backed homeownership for larger segments of the population. This has 

been the case in other Latin American countries before Peru, originating during times of 

general, widespread neoliberal reforms. This approach to housing policy is often referred 

to as “enabling housing markets” (Ferguson, Smets, and Mason 2014). It consists of 

providing various incentives to potential homebuyers, commercial banks, and private 

developers to make the construction, sale and purchase of homes and housing finance 

easier and more affordable.  

Throughout Latin America many countries have halted production of public 

housing and instead, embraced policy reforms aimed at enabling the private sector for the 

provision of new homes and mortgage finance (Bouillon 2012). In many of these 
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countries, including Peru, the middle class has considerably expanded in the past two 

decades and with it opportunities for private, market-based housing. As real household 

incomes continue to grow, many new households can afford market-rate homes, 

generating a greater effective demand for formal, privately produced housing (Luengas 

and Ruprah 2009). The extent to which government subsidies for homeownership meet or 

influence this demand is debatable. However, it is clear that there remains a lack of 

programs and alternative policies that support the development of for example formal 

rental housing across the region (Bouillon 2012).  

Chile was the first in the region to support widespread homeownership. The 

Chilean government introduced subsidies for homebuyers and a national system for 

funding mortgages at below market rates. The government also supplemented these 

reforms with provisions for discounted or in some cases, no-cost land for the 

development of affordable homes by private developers. As will be described in greater 

detail throughout this chapter, the model introduced by Chile became known as the 

“ABC” scheme: Ahorros (savings), Bonos (subsidies), Credito (finance). “ABC” refers to 

the confluence of a down payment, homebuyer subsidy and mortgage finance that make 

widespread homeownership possible. Similar policies were later adopted by other 

countries in the region, like Mexico, Colombia, Brazil, and Peru (Gilbert 2002).     

These housing policies have been largely characterized as social housing reforms 

with the explicit mandate of building affordable housing for lower-income groups. 

However, the fact is that these programs rarely reach lower-income and poor households, 

which make up to 80% of some countries (Gilbert 2002; Ferguson, Smets, and Mason 

2014). Instead, middle-income households, developers, and the mortgage finance 
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industry have benefited from this approach (Fernandez-Maldonado 2014). Additionally, 

housing policies that overwhelmingly support the provision of demand-side subsidies and 

cheap mortgage finance often take away resources and funding to support the self-help or 

incremental process of improving housing conditions.5 Critics also note how this 

approach neglects other sectors such as rental housing. The production of rental housing 

continues to fall well behind the demand – which some argue increases with the influx of 

temporary workers, migrants, and young professionals to major and intermediate cities 

throughout the developing world (Gilbert 2014). Thus, homeownership-based housing 

policies often ignore the residential realities of large segments of the population.    

Research Question and Chapter Outline 

In tracing the institutionalization of homeownership in Peru, I show how a set of 

actors came together to intentionally support the arrangement of urban land for 

homeownership and mortgage lending. The main research question I address in this 

chapter is how homeownership and the production of mortgages are supported through 

Peru’s national policy. In order to answer this, I trace the development of Peru’s housing 

policy and identify the forces behind policymaking and the powerful groups that were 

and are able to influence housing reforms and benefit by them. I also examine 

homeownership as it relates to larger economic goals such as the deepening of the 

financial sector and modern consumerism.  

The chapter is organized in the following way. First, mortgage-backed 

homeownership is framed as a strategy aligned with neoliberal policies, a link often 

                                                 
5 This approach refers to the government provision of tools and resources to assist those with little to no 

resources improve their existing housing. 
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overlooked. I focus on the changing function of housing under the “enabling market” 

approach. The second section explains the development of housing policy in Peru, and 

particularly the elements in it supporting homeownership. Third, I rely on interview data 

to explore the motivations and incentives of the national government and other real estate 

actors, including banks and developers. Here, I examine the goals of key actors that 

participate in the government-sponsored homeownership programs. Taken together, this 

chapter unravels the social and political construction of homeownership in Peru.  

Homeownership and Neoliberalism 

Several urban scholars have examined how space is transformed by the neoliberal 

tendency to pursue growth, promote market logics, and foster competition (Lefebvre 

1974; Harvey 1982; Brenner and Theodore 2002; Peck and Tickell 2002). This growing 

body of work points to cities as strategic arenas for implementing neoliberal reforms. 

Recent debates on ‘urban entrepreneurialism’ and ‘glocalized capitalism’ have garnered 

even greater attention to place-making processes under contemporary neoliberal practices 

(Brenner and Theodore 2002: vi). An overarching theme throughout this literature is that 

the urban form and way of life is increasingly affected by national and global forces such 

as processes of deregulation, liberalization, and state retrenchment. Housing sectors 

across the globe reflect this changing political and economic landscape. As previously 

mentioned, since the 1980s with the global shift towards markets and deregulation an 

enabling-housing-markets paradigm has been widely adopted by developing countries. 

While homeownership in the U.S. was embraced well before the so-called 

‘neoliberal turn’, it has become a central feature of national economies under 

neoliberalism, perhaps the most central feature of neoliberalism. Housing reforms and 
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policies across the world reflect elements of a larger shift towards fiscal austerity, free 

trade, reduced welfare spending, and lower taxation. What did this look like it terms of 

housing policy or a pro-homeownership regime? Many governments, particularly in the 

U.S. and throughout Western Europe, have incentivized homeownership by privatizing 

government-owned housing, demolishing existing public housing, reducing subsidies that 

support rental housing and other forms of social welfare, and establishing tax policies that 

benefit homeowners (Schwartz 2010). Equally important, these trends have occurred 

alongside efforts to make credit more available to middle- and low-income consumers, 

deregulate financial markets, and increase opportunities for international investment 

(Gotham 2006; 2009). These efforts have resulted in higher homeownership rates as well 

as stronger and larger housing-based financial markets (Rolnik 2013). 

The reliance on the private sector for housing and the increasing emphasis on 

homeownership are viewed as key strategies of neoliberalization (Saegert, Fields, and 

Libman 2009). The liberalization of mortgage markets and homeownership in general has 

been encouraged on the basis of driving a country’s financial sector growth and a tool for 

building household wealth and job creation. These motivations have led to a complex 

interconnected system of institutions, regulations, and policies that support the 

organization of land, housing, and finance for homeownership. In more developing 

countries, where there has been a historical trend to reducing the size and reach of the 

government, these efforts are additionally justified on the need to reduce informal 

housing solutions, increase access and enhance quality of life for lower income groups 

(Bouillon 2012). 
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While decent affordable housing is recognized as a right by many politicians, 

under the housing finance paradigm policymakers put increasing emphasis on the 

economic dimensions of homeownership. This approach to housing relies on the private 

market to meet the needs of low-income and other vulnerable populations. As 

governments focus on the facilitation of housing finance, the provision of cheap or free 

land for private development of new homes, and the reduction of public housing options 

for decent and affordable housing for those most in need dwindle (Burgess, Carmona, 

and Kolstee 1997). This is an example of what Brenner and Theodore refer to as 

“moments of neoliberal localization” whereby two dialectically intertwined but 

analytically distinct moments occur: “the (partial) destruction of existing institutional 

arrangements and political compromises through market-oriented reform initiatives and 

the creation of new infrastructure for market-oriented economic growth, 

commodification, and the rule of capital” (2002: 15). In this case, I am referring to 

national, state, and local governments’ reliance on market-based housing finance and 

other efforts that support homeownership that are essentially restructuring urban housing 

markets and transforming the built environment.   

As part of efforts to spur private market activity, the government’s role as a 

housing provider is changed into a role of enabler of housing markets. This includes 

arranging the legislative, institutional, and financial framework through which mortgage-

backed homeownership is created and maintained (Smets, Bredenoord, and van Lindert 

2014). These are certainly not a set of actions that develop overnight; instead, 

homeownership relies on a complex set of policies and institutional arrangements. Mayo 
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and Angel (1993:4-5) describe seven major building blocks that enable private sector 

housing activity, as depicted in Figure 3.1. 

 

Figure 3.1: Building Blocks of a Private Housing Market 

 

 
Source: Mayo and Angel 1993 

 

We often take homeownership as a natural outcome of individual preference and 

market forces, but the above list contains some of the most essential conditions it takes 

for mortgage-based housing markets to develop and function. These building blocks refer 

to the political, social, and economic constructions behind homeownership. Government 

takes a role of convener, while depending on private (large) developers and commercial 

banks for the supply of housing and the provision of finance. In more and more countries, 

beyond the US and Western Europe, macroeconomic policies and financial deregulation 

have increased the demand for mortgage capital at both the national and local level 

deepening our reliance on the banking and financial sectors for the provision of housing 

(Newman 2009).   

In what follows, I describe the political economy of homeownership in Peru. I 

highlight the confluence of government-backed mortgages, subsidy systems, large-scale 
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construction, and national housing policies. I focus on the critical roles and 

interdependent relationship between the government, developers, and banks and how 

these institutions work together to construct homeownership. Peru’s political context has 

drastically changed over the years; yet, the policies and institutions supporting 

homeownership that were introduced in the early 2000s remain largely intact. Support for 

homeownership is one of the few policies that has stuck across very different 

Administrations. What is it about homeownership in Peru that makes it the country’s sole 

(and unchallenged) approach towards its housing challenges? 

The Story of Homeownership Policies and Practices in Peru  

In this section I provide a historical overview of government support for 

homeownership in Peru. I describe the major housing reforms since the 1990s. During 

this time, the institutional infrastructure was put in place to create a homeownership-

based housing market. The story begins with efforts to standardize titling and registration 

of housing and ends with current efforts to set up a secondary mortgage market. Here, I 

focus on actions of the government that prioritize homeownership and create the 

institutional mechanisms and policies aimed at facilitating the private sector delivery of 

homes. Figure 3.2 provides a timeline of the major events that will be described in this 

section. 
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Figure 3.2: Timeline of Major Housing Reforms in Peru 

Year Action Role in Housing Sector 

1992 
Closing of Housing 

Ministry 
Complete withdrawal of government support for the housing sector.  

1993 
Elimination of “Right 

to Housing” 

In the 1993 Constitutional revision, President Fujimori’s 

Administration eliminated the people's “right to housing”.  

1996 

Creation of 

Commission for the 

Official Registration 

of Informal Property 

(COFOPRI) 

A government-sponsored land administration office to distribute land 

titles across the country, promoting access to the financial system, 

housing investment, and the development of a citywide real estate 

market. 

1999 
Creation of Fondo 

Mivivienda (FMV)  

The main government institution to facilitate access to private, 

affordable housing in Peru. 

2001 
Re-opening of 

Housing Ministry 

The Ministry of Housing was re-established to set Peru’s housing 

policy and facilitate the private market for the provision of homes, 

especially to those with the greatest housing needs. 

2003-

2007 
National Housing Plan 

Strategic document developed by the Ministry of Housing that 

describes the course and goals of national housing policy. 

2003 
Homeownership 

policies launched 

Programs and policies put in place to support homeownership, namely 

MiVivienda Credit and Techo Propio. 

2007-

2015 
National Housing Plan  

Second strategic document developed by the Ministry of Housing that 

describes the course and goals of national housing policy. 

2007 
Homeownership 

policies relaunched 

Homeownership subsidy scheme reoriented to reach lower income 

groups.  

 

 

This chapter focuses solely on the actions of the Peruvian government and other 

national institutions. The following chapters take a more in-depth look at how 

international or transnational forces influence national-level policymaking in addition to 

how the local level –the city – is an influencing and influenced factor.  

 

Land Formalization and Institutional Reform: Creating a Market for Homeownership 

Before the 1990s, the Peruvian government had minimal intervention in the 

country’s housing sector. The government’s most significant housing programs were 

Fondo Nacional de Vivienda (FONAVI, National Housing Fund) and Banco de 

Materiales (Building Materials Bank). FONAVI was a national fund to support a public 
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mortgage program. It was funded through some state contributions and a direct tax from 

those working in the formal sector.6 The state would provide the mortgage at preferential 

rates while the private sector would supply the housing. The program was designed to 

reach the lower-middle class and provide a response to the increasing number of informal 

housing solutions.  

The program had little success and became subject to corruption and misuse 

(Calderon 2005). Some argue that is was never intended to provide housing to those most 

in need, but rather was created to inject funds into the construction sector (Driant 1991). 

The Banco de Materiales was set up to provide low-cost loans for building materials 

specifically to those with informal employment and residing in informal settlements. This 

program is said to have been plagued with corruption, with loans consistently provided to 

those not in the lowest income sectors, who were the intended beneficiaries (Driant 

1991).  

These two programs were called and viewed as housing policies sponsored by the 

national government. However, they had a very small effect on the housing market at 

large. Instead, it is argued by some that pre-1990s, the housing policy with the most 

significant effect on Peru’s housing market (and particularly, in Lima) was an implicit 

one. The national government had a history of allowing poor migrants of rural areas to set 

up informal and precarious housing on unoccupied, peripheral land surrounding the 

capital city of Lima (Riofrio 1991; Calderon 2005; Fernandez-Maldonado 2014). These 

new settlers were commonly referred to as invasores (invaders) to underscore the 

illegality of their actions and housing units. However, by pledging political patronage to 

                                                 
6 Formal sector refers to employment where workers receive a regular wage, are assured certain rights (e.g. 

paid holidays, sickness leave) and wages are taxed. 
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the existing establishment very few faced prosecution. These settlements continue to exist 

today, housing most of the city’s poorest residents.  

Housing reform was only introduced in Peru in 1992, with the decision of the 

Fujimori Administration to dismantle the country’s major housing institutions. The 

government closed the Banco Hipotecario (Central Mortgage Bank), the Ministry of 

Housing, and public programs that supported the delivery of serviced urban land. 

Together, these institutions were the channels through which public resources were 

distributed for housing – albeit having limited impact in the sector as a whole.  

These actions taken during the Fujimori Administration were only a piece of a 

larger state reform program to tackle a deep economic depression in the country and 

reduce government expenditure. After implementing a macroeconomic policy defined at 

the time as a “shock therapy” to bring inflation under control, the government moved to 

cut current expenditure by reducing the size of the state through a comprehensive 

privatization process to attract foreign and local private investment. The state would only 

maintain a strong presence in sectors such as education, health, justice and security 

(Ruiz-Caro 2002), while taking a regulatory role of other sectors such as housing, but 

also mining, energy and telecommunications (Kay 1996). As it will be seen, there was an 

understanding that the housing sector was best left to the private sector.  

The government’s withdrawal from the housing sector was significant because it 

implied abandoning the view of housing as a public good. Resources for housing were 

not a priority and attention to the proliferating barriadas (informal settlements) rapidly 

waded. This removal of institutional and financial resources for the housing sector during 

President Fujimori’s administration was followed by the removal of the right to adequate 
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housing in his Constitutional revision of 1993 (Fernandez-Maldonado 2010:4). It was 

now up to the private sector to meet the housing needs. The extent to which the state 

would attempt to facilitate private activity in the housing sector remained an unknown.  

Although the period of 1993-1997 was one of strong economic growth in Peru, 

private banks were more interested in other sectors rather than in the provision of housing 

finance, as the major investment opportunities of the time were seen in 

telecommunications, pension funds, energy, and mining (Ruiz-Caro 2002; Torero 2002; 

Campodonico 1999).7 Some government officials had speculated that there would be a 

flood of capital for housing, but this never came to fruition. Instead a cycle emerged in 

which banks typically provided mortgages to those with a regular household income of at 

least $1,300/month and thus, developers would build houses only for that segment. New 

housing for lower income segments, especially those looking to relocate from the 

barriadas, was largely absent. With housing assistance left to the private sector, those in 

greatest need for assistance were left behind. The vicious cycle was argued to have 

excluded 80% of the Peruvian population (Gwinner 2007).  

The lack of resources and investment for the housing sector became visible across 

major cities in Peru. Urban areas, many of which had experienced both informal and 

formal growth in previous decades, were deteriorating (Calderon 2009a). These areas 

suffered from a lack of investment in housing but also a complete absence of urban 

renewal/redevelopment policies and programs. Subsequently, traditional middle class 

residential areas in the city center deteriorated and in some cases were abandoned and 

became vacant.   

                                                 
7 Economic growth during this time period was relative to a very low base, which was a consequence of 

years of significant economic contraction. 
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In line with President Fujimori’s market fundamentalism, his first approach into 

formalizing the housing sector was a country-wide program for land titling. This was 

built on Peruvian economist Hernando de Soto’s theory of titling and access to credit (de 

Soto 1989). According to de Soto, having titles to a parcel of land or a house would not 

only strengthen private property rights, but would spur lending in the private market. The 

assumption was that homeowners would access credit using their land or housing as 

collateral. As a former collaborator of de Soto described, “titling sends a market 

signal….you apply market rules where there is no market” (Interview: July 26th 2013a).  

In 1996, with a loan from the World Bank, President Fujimori established the 

world’s largest program for land titling in informal settlements. Although this was not a 

housing policy per se, it was intended to carry major implications for the housing sector. 

It was the government’s first attempt to apply legal and regulatory boundaries to the use 

and ownership of land. These are foundational elements of any well-functioning 

mortgage market. Under this program, the Commission for the Official Registration of 

Informal Property (COFOPRI) was established and remains today the institutional arm 

for issuing titles to convey ownership of housing and land, and setting the legal 

framework for ownership.  

The objective of the policy was twofold. On one side, formal ownership was 

expected to increase access to credit as the titled house or parcel of land could be used as 

collateral. It was assumed that new formal homeowners would take out loans for home 

improvements, small business creation, education or increased consumption. But at a 

more macro level, the move was aimed at the creation of a real-estate market. By backing 

legal ownership of previously informal properties, these houses now had a market value 
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and could be openly sold and bought by individuals or private companies. The 

expectation was that this would encourage further housing and neighborhood-level 

investment and upgrading (de Soto 2000).    

I begin the story of homeownership in Peru with a description of the mass titling 

program because it highlights the emphasis placed on property rights, access to financial 

credit, and housing as investment versus improved access to affordable, adequate 

housing. After all, de Soto’s main argument is that “formal property forces you…to go 

beyond viewing the house as mere shelter…and thus a dead asset…and to see it as live 

capital” (2000:50). This idea is consistent with many of the neoliberal tenets listed above. 

However, this was never really materialized in Peru. Research indicates that people were 

not inherently mobilized to borrow following the issuance of titles and that the program 

failed in terms of spurring a market for mortgage lending (Field and Torero 2003; 

Lastarria-Cornhiel and Barnes 1999; Kagawa 2001). Regardless of its success, the titling 

program and its institutional apparatus laid the foundation for a system that secured and 

protected property rights, the basis for a functioning real estate market in Peru (Morris, 

Endo, and Ugaz 2004).8  

Besides the countrywide titling program, the government remained largely absent 

in terms of policy or programs to facilitate private sector activity in the housing market 

throughout the remainder of the 1990s. Very few resources went to low- and moderate-

income households to improve their housing situations. Government officials remained 

preoccupied with spurring private sector activity to expand opportunities for 

homeownership (Interview: July 26th 2013b; Interview: August 1st 2013).  

                                                 
8 As of 2009, it had administered nearly 2 million land titles in urban areas (COFOPRI 2009). It should be 

noted that COFOPRI only provided titles, did not offer formal credit or any mechanisms for neighborhood 

upgrading.   
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A National Housing Policy 

Beginning in 1999, the national government established policies and programs to 

incentivize mortgage lending and home construction for moderate- and low-income 

households. They first introduced the MiVivienda Fund (FMV). This was a quasi-

government institution created to encourage financing for affordable homes for the 

middle- and lower-income segments of the population, households that could not 

traditionally access mortgage credit. FMV operates as a second tier bank offering long-

term financing at advantageous rates to private sector commercial banks. In other words, 

the government was lending money to banks to make mortgages. FMV would also give 

funding to the banks so that they could apply homeownership subsidies to borrowers at 

the time of financing. In addition to distributing government subsidies for 

homeownership, FMV also receives direct funds from the national government to run the 

low-income homeownership program. Figure 3.3 shows the relationship between FMV, 

commercial banks, and mortgage lending.  
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Figure 3.3: FMV Support for Primary Mortgage Market 

 

Source: Author’s conceptualization.  

Why would the government lend money to private banks to make loans? The 

government was interested in promoting real estate and a mortgage market, both of which 

required the availability of long-term housing finance. FMV would lend money to banks 

at below-market rates for the purpose of expanding their mortgage lending operations. 

Utilizing FMV’s long-term financing and homeownership subsidies, banks were to 

support the delivery of government-subsidized homeownership for moderate- and low-

income households. This was the government’s first major attempt to integrate the 

country’s housing and financial sectors.  

FMV is similar to a government sponsored entity (GSE) in the U.S., such as 

Fannie Mae and Freddie Mac, in the way that it operates somewhat autonomously from 

the government, self-generates revenue, and responds to targets and goals set forth by 
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other government agencies.9 Both sets of institutions were created to provide greater 

liquidity to the primary mortgage market. FMV however was not originally set up to 

purchase mortgage loans made by these banks and instead was set up to subsidize banks 

by providing discounted capital for the purpose of mortgage lending. Banks making 

FMV-subsidized mortgage loans would hold these loans on their books. The mortgage 

market needed to grow before a secondary market could flourish. The goal was that FMV 

would function as or facilitate a secondary market for mortgages in the future.  

During FMV’s first four years very few banks participated in the homeownership 

programs. This was due to the fact that commercial banks still felt a great deal of 

uncertainty and caution towards widespread mortgage lending, especially for the less 

affluent. The terms and incentives were also unclear to both banks and potential 

borrowers (UN Habitat 2008). The government had been absent from the housing sector 

for nearly ten years. Officials from FMV and other proponents of housing reform within 

the government urged President Toledo (elected in 2001) to re-establish the Ministry of 

Housing. They believed that this would give the housing sector both the resources and 

political attention needed to develop a well-functioning market. In 2001 the Ministry of 

Housing was re-established.  

The Ministry soon went to work developing the country’s first housing plan 

which was intended to guide the Ministry’s actions from 2003-2007. The Plan publicly 

marked the reentry of the national government in the housing sector and described its 

major priorities. According to the Plan, the role of the state was a facilitator, creating an 

                                                 
9 FMV began with an initial, single transfer of funds from the national government. Approximately $500 

million came from the defunct National Housing Fund (FONAVI) and was to be used for improving access 

to housing.  
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enabling environment so housing market actors (particularly the private sector) could 

become more active. As the Plan states: 

The state acts as a facilitator and regulator in the housing sector, and 

promoting the transfer of the design, construction, promotion, 

maintenance or operation of housing activities to the private sector…and 

to consolidate a housing integrated system integrated to the private 

economic system. (Ministry of Housing 2003:46, author’s translation). 

The government’s commitment to homeownership and housing finance was evident in 

the Plan. Both were seen as mechanisms for generating economic growth, improving 

living conditions, and creating a more socially cohesive and stable society. The specific 

objectives outlined in the 2003-2007 National Housing Plan included (Ministry of 

Housing 2003): 

 To facilitate the access to urban land and promote use for private real estate 

investment. 

 To increase the production of housing and promote better diversification and 

quality.  

 To update, simplify, and make more flexible the technical norms guiding 

urban development, construction of housing, and that which protects property 

rights.   

 To encourage the development of urban infrastructure and public services to 

support new housing development. 

 To expand and to improve housing finance schemes for the acquisition and 

improvement of housing. 

 Promote a change in the attitudes of market actors towards the residential 

housing market. 
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 Strengthen institutions responsible for the formulation and execution of the 

housing policy. (author’s translation) 

These pillars underscored the national government’s commitment to homeownership and 

highlighted the many factors they deemed necessary for the creation of a market for 

homeownership.  

The Plan also stated the mission and outlined the role of FMV (Ministry of 

Housing 2003; Fernandez-Maldonado and Bredenoord 2010). This was a response to the 

ambiguity the surrounded FMV in its earlier years (Interview: July 26th 2013b). As a 

quasi-public agency, the role of FMV was to facilitate the development of a real estate 

market while making homeownership accessible to those with the fewest resources. The 

stated objectives and functions of FMV reflect the commitment to expanding financial 

practices within the country’s housing sector, while developing a system that meets the 

needs of low-income households. Table 3.1 lists the functions and strategic objectives for 

FMV that developed from this Plan and remain in effect today. 
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Table 3.1: FMV Strategic Objectives and Functions10 

Strategic Objectives: 

 Contribute to the development of decentralized mortgage market positioning ourselves 

as a company of the efficient and effective public sector to meet the housing needs of 

the population of fewer resources. 

1.  2. Strengthen the participation of the FMV at the national level in the generation 

of real estate through a management integrated with the private financial sector and 

real estate according to the needs of the population. 

 Achieving sustainability of FMV, generating value through efficient financial 

management. 

1.  2. Optimize the operational efficiency of our processes contributing to the 

standardization of the construction sector and real estate. 

1.  2. Strengthen the business growth and learning of the FMV ensuring a human 

capital highly motivated, competent and identified with the institution. 

Functions: 

 Articulate the development of the real estate market at a national level. 

 Finance the acquisition of homes through financial institutions. 

 Administer the granting of subsidies to ensure that families can have its own housing.  

 Promote the development of the supply of real estate through the realization of public 

competitions. 

 Promote the construction of social housing through our program. 

Source: FMV 2015 

 

 

 

With FMV in place, the Ministry of Housing introduced new policies and regulations 

aimed at facilitating widespread homeownership.  

Throughout the 2000s, FMV also attempted to increase the liquidity of the 

primary mortgage market by supporting efforts to implement mortgage securitization in 

Peru. Legislation was passed to allow for the securitization of mortgage loans but a lack 

of standardization in the mortgage origination process prohibited transactions to reach a 

scale that would entice international investment. While efforts to integrate Peru’s housing 

sector within the global economy were not initially successful, the government continues 

                                                 
10 Translation by FMV.  
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to play a facilitating role by introducing requirements for those issuing FMV-loans. This 

is an attempt by the government to increase the homogenization of mortgage practices.  

MiVivienda Credit and Techo Propio  

In this section, I describe the main policies developed by FMV and the Ministry 

of Housing to arrange the banking and construction industry for homeownership – many 

of which remain in place today. Soon after the Ministry of Housing developed the 

country’s new housing plan, FMV re-launched its major housing programs, MiVivienda 

Credit and Techo Propio. With a few tweaks over time, they remain the major housing 

programs in Peru.11 As outlined above, FMV lends money to private commercial banks 

so that they will offer mortgage loans. Lenders who participate in FMV’s homeownership 

programs are typically the largest commercial banks in the country.12 

Conditions are attached to FMV financing. For banks to be eligible for FMV 

loans, the mortgage loans they make must meet several conditions: government-issued, 

below-market interest rate, loan term between 10-20 years, a 10% down payment, and the 

loan must be applied to housing within a certain price range. When the program was first 

introduced, “affordable” houses – those eligible for FMV issued subsidies – could not 

exceed $50,000 in value. As of 2013, this limit had increased to around $90,000. This 

represents a considerable jump from when the program was first launched. Participating 

banks must also be willing to apply government-issued subsidies to these loans. Subsidies 

                                                 
11 In FMV’s early years very few loans were granted due to limited eligibility and reluctance on behalf of 

the private sector to make mortgage loans. The National Housing Plan 2003-2007 gave greater clarity to 

FMV’s mission and goals and outlined a comprehensive strategy including potential homebuyers, banks, 

and developers.  
12 The framework behind FMV’s subsidy scheme is not unique. In countries across Latin America, this 

approach is referred to as the ABC scheme. 
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vary across the MiVivienda Credit and Techo Propio programs and will be discussed in 

further detail below. The conditions for FMV financing were intended to make mortgage 

lending and thereby homeownership more accessible to moderate- and low-income 

households.   

FMV’s support for market-based homeownership marked an important shift in 

housing policy. Instead of the direct provision of housing or mortgages on behalf of the 

government, the private sector would be largely responsible for buying and developing 

land and building and selling new houses. Commercial banks would qualify creditworthy 

borrowers and provide mortgages within terms and conditions that would make them 

more accessible to households with lower incomes.  

FMV provides two types of subsidies under the MiVivienda Credit and Techo 

Propio programs.13 The MiVivienda Credit operates as a subsidy for moderate- and 

middle-income households and Techo Propio for very low-income households. The 

MiVivienda Credit functions in the form of an interest rate reduction after the borrower 

has shown timely repayment for 6 months. The interest rate reduction is applied by the 

lending institution and is part of the conditional requirement for receiving FMV 

financing. The interest rate reduction typically cuts the total loan amount by $5,000 for 

units under $90,000.  

Techo Propio is a homeownership program targeted at lower-income groups. In 

this case, FMV provides an average upfront subsidy of $6,500 for units below $18,000 

(Ministry of Housing 2013). This can be applied towards the down payment reducing the 

                                                 
13 The third most significant housing program is MiConstrucción, an additional loan product that targets 

self-build construction for expanding or improving a home. Loan amounts range between $4,000 and 

$33,000 dollars, with a payment period of 12 years. However, due to high interest rates and other 

transaction costs, uptake has been slow and for the purpose of this research was not included in the 

analysis.   
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costs of financing. Eligibility for Techo Propio is restricted to households with a monthly 

income under $600. Other than the upfront subsidy, loan conditions for Techo Propio are 

similar to MiVivienda Credit. Under both programs, monthly mortgage payments should 

not exceed 40% of beneficiary’s net income. 

An additional element of the government’s homeownership scheme, and arguably 

the most critical, was the government guarantee offered to banks providing FMV-

sponsored mortgage loans. When FMV programs were relaunched in 2003, in addition to 

low cost financing, they offered mortgage insurance to participating banks. A 

government guarantee was viewed as the last resort effort to overcome the banks’ 

reluctance to provide mortgage loans to low- and middle-income households. It was a 

tool to reduce the risk of mortgage lending for banks. For the first 6 years of the program, 

FMV insured up to one-third the loss in case of default. According to a former Minister 

of Housing, his team had urged President Toledo to agree to the guarantee, citing the 

success of government-backed mortgage insurance in the US and claiming it would be a 

last resort for banks. It was argued to be an essential step for building confidence in 

widespread mortgage lending (Interview: August 1st 2013).   

The Ministry of Housing and FMV also worked together to ensure what they 

called affordable housing supply would grow alongside mortgage lending. The same 

lending institutions that administer FMV-subsidized mortgages also worked with 

developers to finance the construction of units to which these mortgages could be 

applied. As mentioned, FMV finance is primarily eligible for newly constructed FMV-

designated buildings that fall below a price cap set by the Ministry of Housing.   
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In addition to getting banks to make mortgages, the government also provides 

incentives to get developers to build homes for those who received government-

subsidized mortgages. As part of initial efforts to get FMV-eligible properties in the 

pipeline, the national government relaxed building standards in certain areas of the city. 

This allowed housing to be built more cheaply and rapidly (Calderon 2009b). In the early 

years the government also waived the sales tax, allowing developers to raise housing 

prices slightly. Both of these actions encouraged the building of FMV-properties by 

decreasing red tape and securing profitability for developers. Today, developers that built 

FMV-eligible units continue to receive low-cost financing from FMV (through private 

banks) and/or discounted land from the Ministry of Housing. 

In some cases, the government would offer up land to developers who committed 

to build housing for moderate- and low-income households. FMV would identify huge 

swaths of unoccupied or unused government land such as an old military base, and 

petition their necessary government counterparts to make this land available for 

government-subsidized housing (i.e., FMV-eligible housing). In order to make this land 

available to private developers for the construction of FMV-eligible housing they then 

solicit bids from several private construction firms before selecting a developer. The bids 

consisted of developers’ plans to build FMV-eligible housing (both MiVivienda and 

Techo Propio) and other commercial development on the proposed plot of land. In 

FMV’s early years most centrally-located, unoccupied government-owned land was 

offered to private developers for this purpose. These developers would acquire the land at 

almost no cost with the agreement to develop FMV-eligible housing and install necessary 

services like water and sanitation. Private developers also had the option of identifying 
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land, often with the help of FMV, for purchase and development of buildings that are 

eligible for subsidies. FMV has a real estate department that assists with the selection and 

purchase of land for the purpose of building new units for government-subsidized 

homeownership. The framework behind FMV’s homeownership subsidies, including 

efforts to support demand and supply for homeownership, is depicted in Figure 3.4



93 

 

 

Figure 3.4: Framework behind Homeownership Subsidies in Peru 
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FMV-eligible units are often part of whole buildings in which the developer 

purchases a single plot of land and develops a high-rise building that consists of all FMV-

eligible units. The whole building strategy allows developers to make the most use out of 

the plot of land and maximize profit due to the density of units. In most cases, a 

developer constructs several buildings in one plot. Figure 3.5 shows a typical set of 

FMV-eligible buildings.  

 

Figure 3.5: Typical FMV Property (Lima, Peru) 

 
 

 

 

By setting the parameters for the types of properties for which FMV subsidies can be 

applied, the government essentially created a market for homeownership that did not 

exist before. The building of new residences for middle-, moderate-, or low-income 

households was scarce. Therefore, government efforts have been largely responsible for 

driving the development of these complexes and more specifically, a housing market for 

these segments of the population.   
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Homeownership and its Discontents in Peru 

During the launch of FMV and later, the MiVivienda and Techo Propio programs, 

the government had presented its efforts to support homeownership as a strategy for 

improving housing solutions for moderate- and low-income households. Reaching those 

most in need was a stated goal. However, requirements for savings and access to credit 

often resulted in the beneficiaries of FMV programs being moderate- and middle-income 

households (Morris 2013; Calderon 2009b; Fernandez-Maldonado 2014). Figure 3.6 

illustrates how different income segments in Peru have typically addressed their housing 

needs and how FMV programs respond to the existing housing demand.  

 

Figure 3.6: Housing Response by Income Group 

 

 

 
Source: Adapted from Morris 2013 
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The largest housing demand exists at the base of the pyramid among the poorest and 

biggest sector where government subsidies do not reach. Thus, there is a mismatch 

between intended and actual beneficiaries. These low-income households are often 

unable to save for a down payment and/or do not have the formal employment necessary 

to be deemed creditworthy for a government-subsidized mortgage.  

Over the past decade, in light of mounting criticism over FMV’s support for 

homeownership and in particular, its bias towards the middle class, the government 

slightly restructured FMV’s programs (Fernandez-Maldonado 2014). In 2006, as part of 

the 2007-2015 National Housing Plan, President Garcia’s Administration increased the 

maximum home value for Techo Propio properties.14 This was intended to make building 

homes for this program more attractive for developers, thereby growing the supply of 

these properties for low-income households. The reason for this was that during the first 

National Housing Plan (2003-2007), the overwhelming majority of FMV-sponsored 

mortgages were MiVivienda Credit compared to Techo Propio.   

The 2007-2015 National Housing Plan also announced new programs that would 

provide subsidized finance for home improvement and expansion. However, due to high 

lending and transaction costs, uptake was extremely low for these programs. Despite the 

changes outlined in the 2007-2015 National Housing Plan, the majority of government 

support continues to go towards the building and acquisition of new homes. As a 

consequence, few options remain for those unable to purchase a new home.   

 

                                                 
14 This change was in line with the administration’s anti-poverty stance and redistributive goals such as 

Agua para todos (Water for all) and Vivienda para todos (Housing for all). 
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Homeownership in Peru Explained by Key Informants 

In this section, I explore some of the motivations and rationale driving support for 

homeownership in Peru. Using interview data, I first examine the rationale behind 

government support for homeownership and the way the government marketed 

homeownership to the general public. Next, based on discussions with banks’ 

representatives and developers, I examine the incentives behind their participation in 

FMV-sponsored homeownership programs and the extent of their influence over the way 

housing policy was implemented in Peru. These narratives reflect conflicting values and 

priorities of the public and private sectors around homeownership. Yet, there is shared 

consensus in using homeownership as an instrument to strengthen the culture of credit. 

The last part of this section describes the use of homeownership in building a modern 

consumer economy in Peru.   

Chasing the American Dream in Peru  

Homeownership creates value and that value generates incentives for private 

sector involvement. This is the key idea behind the government’s approach to housing in 

the last 20 years. Among government officials, there was a strong conviction that 

homeownership was the right approach for a housing policy that reached all Peruvians. 

This belief in the power of private sector involvement was consistent with the overall 

macroeconomic framework of market liberalization. Homeownership was essentially the 

lynchpin tying the housing and financial sectors together.  
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This vision of homeownership in Peru did not differ much from what was 

prevalent in the US and other developed countries. In an effort to preserve value, 

ownership created incentives for residents to take care and improve the condition of their 

houses and their neighborhood (Interview: August 27th 2013; August 13th 2013a; July 26th 

2013b). Such assumptions were commonly used to justify support for titling and 

homeownership. One FMV official described the power of homeownership to transform 

places: 

Fondo MiVivienda projects can change lives….It was a dangerous place 

[a poor neighborhood with new housing developments]…developers 

started to build and changed their lives completely….they have a cinema 

and supermarket. There is safety. People around these huge buildings 

started to paint their houses. They start to change their houses…If we 

make something good, people around will change their houses. If there is 

something good around, they also want to be good. (Interview: September 

3rd 2013). 

 

A manager within the Lima municipal government later explained that such reasoning 

has led to the idealization of homeownership and mortgage lending, in detriment of 

alternative policies, for example, leaving fewer options for renters (Interview: August 

13th 2013b).  

The positive attributes attached to homeownership also worked to justify the 

government’s lack of investment in informal housing. Informal housing was seen as 

having no economic value for its residents and for the private sector. Therefore, its 

residents had no incentives to care about the quality and appearance of their house or 

neighborhood, limiting the creation of value. Renters and informal housing dwellers in 

fact “did not think of the value of their house” (Interview: September 10th 2013).  

Priorities for housing assistance were also reflected in how informal housing and 

informal dwellers were referred to by government officials, illegal settlements and 
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“invaders” respectively. “Invaders” were not worthy of government support (Interview: 

August 7th 2013; August 27th 2013; August 8th 2013). Instead, government resources were 

reserved for those willing and able to invest in their housing. As noted by a former Vice 

Minister of Housing in regards to the government’s support for the housing sector, “the 

city is to grow from investment, not invasion” (Interview: August 13th 2013a).  

This paradigm was first reflected in the elimination of the right to housing from 

the Constitution in 1993. Later one’s right to housing became equated with one’s ability 

to access a mortgage. Critics of homeownership, particularly those employed with the 

municipal government, argued that the national government put too much emphasis on 

homeownership and was therefore not supporting those unable to access a mortgage loan 

(Interview: August 26th 2013b; August 13th 2013a; July 26th 2013b). Respondents were 

often referring to the absence of support for extremely low-income households as well as 

the majority of the rural population. As a representative from the city of Lima noted: 

There are persons that will never be able to have their [own] house 

because their income will not be enough. The dream of the own house is 

not so good. The rental market could be a solution to live in better 

conditions… (Interview: August 13th 2013b).  

 

There was a disconnect between the government’s idealization of homeownership 

aspirations and the country’s context. As one respondent from a microfinance institution 

summarized, “FMV does not articulate the reality of the country. We are not a country of 

proprietaries” (Interview: August 26th 2013b).  

Promoting the American Dream in Peru 

While the financial circumstances of many households limited access to 

homeownership, it is important to remember that mortgage-backed homeownership was a 
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completely new concept in Peru. The notion of saving enough for a down payment and 

entering into a 20-year debt obligation was new to residents. Banks had not lent at this 

scale to moderate- or middle-income households, let alone low income ones, nor were 

developers in the business of building homes for such households.  

Several government officials recounted their experience promoting 

homeownership in Peru (Interview: September 10th 2013; July 12th 2013; September 3rd 

2013; August 1st 2013). The provision of financial incentives for homeownership was not 

sufficient. Instead, they had to launch a marketing campaign alongside the re-launch of 

the FMV programs in 2003 (Interview: July 26th 2013b). The government literally created 

a market for mortgage-backed homeownership. 

The government first set out to convince potential homebuyers, banks, and 

developers that homeownership was a viable concept in the country, profitable, and a safe 

investment. The Ministry of Housing, not FMV, became the promoter of the country’s 

homeownership programs. Due to previous government-led housing initiatives being 

plagued with corruption, the general public did not place a lot of trust in FMV and the 

programs it delivered (Interview: August 1st 2013). Therefore, from 2002 through 2005, 

Carlos Bruce, the Minister of Housing, became the national advocate and spokesperson 

for homeownership. His efforts and promise to deliver the “American dream” in Peru 

brought him the nickname “Techito” (little roof) (Interview: July 26th 2013b). Techito 

became then the name of the FMV and Techo Propio mascot, as depicted in figure 3.7. 

The marketing push around homeownership programs increased awareness of them and 

emphasized the government’s commitment to their success.  
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Figure 3.7: Techito 

 
 

 

Techito and homeownership in general became synonymous with Carlos Bruce and 

increased his popularity among voters. Upon leaving the Ministry of Housing in 2005, he 

became a member of the National Congress where he remains in office today.  

Representatives from FMV and the Ministry of Housing also released marketing 

materials, ran commercials, and set up events throughout the city. They developed a 

multi-pronged approach in coordination with the largest organization of developers, 

Cámara Peruana de la Construcción (CAPECO), to reach the general public, 

municipalities, and the construction industry. As one developer described: 

With CAPECO, we developed a media strategy to get the people to 

support these housing projects…. The first target was people that don’t 

want new construction, [and also municipal governments, generally 

skeptic with the approach]. We needed to explain to them that without 

construction their son or daughter will live far from them. And that 

shopping nearby is a service to them. The next media campaign will get 

them to save money for a down payment. And the third target group is 

stakeholders – architects, engineers, developers. (Interview: September 

10th 2013).  

In addition to the public campaign, the government also adopted a strategy to make 

building these units more attractive for developers. Up until the 1980s, the construction 
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industry for housing was largely government-led. Existing private developers focused in 

commercial construction and in housing for the wealthy. As a former Minister of Housing 

noted: 

There was always a supply issue, the demand was there [for 

homeownership]. This is because developers didn’t know this market. 

This was the first time the private sector had to design and sell houses to 

these people…we had to show them how to reach this market…We 

changed the rules to build housing to be more flexible. We tried to 

convince developers that it was possible for them to do this and that it was 

preferred by the people. The developers had never built for this sector. 

(Interview July 26th 2013b).  

In fact, several of the former government officials interviewed for this study are now 

developers. Many of them were involved in the design of the housing policy and then 

entered the business of building FMV-sponsored projects.  

As previously mentioned, homeownership under the FMV programs primarily 

meant mortgage-based ownership of a condo in a high-rise building. Traditionally, Lima 

was a horizontal, low density city. Therefore, condominium-style housing introduced the 

notion of living in close proximity to neighbors and in some cases, a living space much 

smaller than typical middle-income residences (Interview: September 3rd 2013). The 

government wanted to make this style of living more attractive to potential homebuyers. 

As a result, they set up model homes in downtown Lima so that families could imagine 

arranging the limited interior space. Due in large part to the government’s marketing of 

FMV programs, FMV-sponsored buildings became associated with “modern living”.  

A Program for the Poor?  

The way in which homeownership was implemented in Peru was a reflection of 

negotiations between the public and private sector. The national government relied on 
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private banks and developers for the construction of homes and the provision of housing 

finance. On the other hand, banks and developers came to rely on government subsidies 

to build demand for homeownership. Their interdependent relationship influenced the 

design of housing policy and ultimately, its outcomes. 

From its onset, FMV was faced with the dual mandate of spurring a real estate 

market while directing government assistance for housing to those with the fewest 

resources. The resulted in homeownership and meant that resources for housing benefited 

only those that were deemed creditworthy. Although FMV was established to meet the 

housing needs of those with fewest resources, most interviewees, both governmental and 

non-governmental, coincided that FMV programs translated into subsidies for middle-

class homeownership (Interview: August 15th 2013; August 8th 2013b; July 31st 2013; 

August 11th 2013).   

FMV officials often cited the underwriting guidelines of banks and the bottom 

line of developers to justify the misallocation of the homeownership subsidies. They were 

created by the Ministry of Housing to engage the private sector and this, according to 

some FMV officials, hindered their ability target households with the fewest resources. 

At times, this created tension between the Ministry of Housing and FMV, but generated 

little accountability. When asked about homeownership subsidies not meeting the 

greatest housing needs in the country, one current FMV official noted the dependence on 

the private sector. He explained: 

We have a market solution. We are not the Ministry of Housing. We don’t 

have solutions for the poor. I can’t solve this problem. I must watch and 

see if the market can solve this problem. (Interview: August 9th 2013b).  
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For both FMV and Ministry of Housing, growth in mortgage lending was assumed to 

improve the housing situations of all households and thus, justified the continuation of 

homeownership subsidies and policy. The Ministry of Housing also did not report the 

income of households that received the subsidies and there was little enforcement of how 

the subsidies were delivered. After all, as a former housing official stated, “the 

government’s response to housing has been to disperse funds to the sectors of the market 

that can mobilize the money” (Interview: August 27th 2013).  

 Although banks and developers benefited from the creation of a market for 

middle-class homeownership through making loans and selling homes, government 

officials recounted several examples in which they had to provide additional concessions 

to overcome the reluctance of private sectors to participate in the programs (Interview: 

August 7th 2013; September 3rd 2013; August 26th 2013a). In such efforts by the 

government, the public sector came to bear the risk while the private sector enjoyed the 

payoff. An example of this was the government-backed mortgage guarantee that was 

offered to banks when homeownership programs were relaunched in 2003. Banks were 

open to offering a new lending product only if spared of the associated risk. In order to 

get banks on board, the practice of mortgage insurance was adopted, following the US 

model. As a former Minister of Housing stated: 

The banks argued that it was very complicated to work with this kind of 

people [lower income]… that they weren’t trustable and didn’t have all 

their papers; besides, working with the developers was going to be 

difficult too....the first step was to offer the guarantee to the banks. 

(Interview: August 1st 2013). 

 

This guarantee led to an immediate increase in mortgage lending among the middle-class, 

the upper-tier of eligibility for FMV homeownership programs. According to a former 
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Vice Minister of Housing, the government guarantee paved the way for middle-class 

homeownership (Interview: September 10th 2013). 

The government also had a long history of working closely with the construction 

industry (Interview: August 7th 2013; August 26th 2013a). For developers, it was only 

profitable to participate in government programs like MiVivienda Credit and Techo 

Propio if price caps were high enough and the scale of the project was appropriate. Thus, 

CAPECO regularly negotiated with FMV and the Ministry of Housing over the housing 

price caps in place for MiVivienda Credit and Techo Propio programs (Interview: July 

31st 2013). The price caps have nearly doubled since the programs’ launch in 2003, which 

allowed developers to increase the selling cost of their properties (Interview: September 

3rd 2013). Developers have also worked with the government to secure large swaths of 

land for FMV-eligible housing at no-cost (Interview: August 9th 2013b). At the time of 

my interviews, developers were putting pressure on FMV to identify unoccupied 

government-owned land on the outskirts of the city that could be made available for 

FMV-sponsored megaprojects.  

Banks and developers had little incentive to lend or build for non-middle-income 

households, especially very low-income households like those eligible for Techo Propio 

housing. They simply would not profit enough from these projects or it was viewed as too 

risky (Interviews: September 9th 2013; September 2, 2013). The reluctance to build units 

for the lower-income groups within the Techo Propio program has nearly halted 

construction for these units in the past few years. These were profit-driven decisions and 

reflect a key contradiction between the social inclusive spirit and rhetoric of housing 
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policy in Peru and the implemented market-oriented solution. This “contradiction” is 

neoliberalism in practice.  

Bank representatives interviewed explained that they would provide loans for 

homes for a lower amount when the units are part of megaprojects consisting of a mix of 

low- and middle-income housing. Megaprojects almost always involved free or 

discounted land from the national government. A real estate manager of a commercial 

bank referred to this strategy as seeing “the whole picture” (Interview: September 2nd 

2013). He explained: 

Why I get involved in this [housing policy]? Because of the buildings of 

MiVivienda Credit, not because of Techo Propio. I can win the whole 

cake: Techo Propio is the initial price I have to pay to make a profit later. 

And it is the same for developers. (Interview: September 2nd 2013). 

 

Several developers also stated that the small profit margin from building Techo 

Propio properties discouraged them from building these properties. They were only 

interested in building low-income housing in the case where land was free or as part of a 

mega-project where the units are cross-subsidized by the development and sale of 

MiVivienda-eligible properties. Although developers heavily relied on subsidized finance 

and homebuyers, they did not view themselves as conduits of government-assisted 

housing. As explained by a CEO of a large development firm: 

You sell a product for the highest price the market can bear. I don’t feel 

bad about that. As a company we have discovered how to build really 

good products that cater to that area of the market… we are here to do 

business; we are here to make money. The government is here to do other 

things. We can do things together but the responsibility of allowing 

Peruvians to have housing is not mine, it’s theirs (Interview: August 26th 

2013a). 

 

While motivations varied across groups, one bank representative reflected on what 

accounted for the working relationship between banks, developers and FMV. He stated, 
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“we have a good relationship with FMV because we have the same interest: give houses” 

(Interview: September 9th 2013).  

In this way, the interviews highlight how adopting a homeownership approach as 

a social strategy heavily reliant on the private sector gives way to the demands of the 

finance and construction industry rather than meeting the country’s housing needs. While 

the banks and public sector are partnering to deliver homeownership, their motivations 

differ and ultimately carry implications for how homeownership programs are 

implemented and what households benefit. Bank representatives, for example, noted 

making loans to lower-income groups to the extent they had to in order to continue 

making loans to the middle class under the FMV program. Middle-income households 

were their target population and the flexibility of the homeownership programs allowed 

banks and developers to target these groups instead of developing solutions for those 

most in need, the original intent of the policy. As stated by a real estate lawyer based in 

Peru, “the lack of oversight of developers is a social problem. They have a lot of power” 

(Interview: July 31st, 2013). 

The Shaping of a Modern Consumer Economy  

A former collaborator of Hernando de Soto explained that at the heart of de Soto’s 

theory of capital was the idea that “everyone was a potential borrower.” “We just have to 

give them [the poor] the means to integrate within the formal economy and access to 

credit” (Interview: July 26th 2013a). Homeownership was assumed to be the tool by 

which households could become embedded within networks of credit (and debt). 

Interviews with financers and developers also indicated the way in which their actions to 
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support homeownership were part of larger efforts to develop a modern consumer 

economy. It was thought that middle-class homeownership would help grow a culture of 

credit and banking as well as create a need for new infrastructure to meeting the growing 

consumer demand.   

In its efforts to support the development of real estate and mortgage markets, 

banks and developers praised FMV for opening up a new line of business for developers 

and banks. Homeownership subsidies played a critical role in the extension of credit and 

debt to the middle-class. As one former housing official, now turned developer, noted, 

“FMV showed that the middle-class could be good clients and that lending to this market 

was possible” (Interview: August 16th 2013). Banks agreed. As the head of real estate for 

one of the country’s largest commercial banks stated, “FMV had a good role. They 

helped us see this new segment of the population and see them as clients and that’s it” 

(Interview: September 9th 2013).  

FMV’s homeownership programs did more than just integrate housing into the 

financial sector, but also indirectly led to the development of other financial products to 

serve the growing middle class such as credit cards and savings accounts. One bank 

representative referred to the notion of molding homebuyers into desirable long-term 

clients: 

The banks participate in Techo Propio because we hope this new client is 

a good one that is starting to enter the bank and can continue his life in the 

bank (get credit cards, other loans, etc.) but in the beginning it is not 

profitable. It is an informal client, it is not a good payer...but we have to 

help these people to become formal... (Interview: September 2nd 2013). 
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At the time FMV rolled out its homeownership programs, banks were beginning to set 

their eyes on the middle class.15 During my interviews, several bank representatives noted 

participation in the government-sponsored homeownership program as a means of 

growing their client base and their real estate portfolios among this emerging middle 

class. Thus, homeownership was more than just a mortgage transaction. As a bank 

representative noted, “all the clients that come through the bank due to FMV, are all 

opportunities and future clients of the bank. We can give them other financial products” 

(Interview: September 9th 2013). 

 Developers and banks also saw homeownership as a means of creating additional 

opportunities for investment. According to several developers and financers, retail and 

real estate development went hand-in-hand (Interviews: August 23rd 2013a; August 26th 

2013a; September 2nd 2013). Often with the development of new middle-class enclaves 

came a supermarket, gym, and several other retail outlets. As one bank representative 

explained, “We think about how the project will generate more development in the 

surrounding area” (Interview: September 9th 2013). The decision to build for both 

developers and banks often involved identifying opportunities for surrounding retail 

development. As stated by one of the country’s largest developers and a subsidiary of a 

major commercial bank also issuing FMV-mortgage loans:  

We aren’t only the largest issuers of FMV-eligible housing, we do hotels, 

movie theatres, supermarkets, pharmacies, and schools that offer middle-

income families a world class education. New homes allow us to give the 

sign that this is a nice place to live at. (Interview: August 23rd 2013a). 

   

The emphasis on generating bank clients and developing middle-class amenities 

highlights the distinct qualities of mortgage-backed homeownership. It was a pathway for 

                                                 
15 Despite recent economic growth, banking penetration in 2013 was only 30% for the country (Schipani 

2013).  
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bringing households into the financial system. Their house was now a source of 

investment and with that came access to other financial services and products. 

Developers and banks were already positioning themselves to meet this demand.   

Discussion and Conclusion  

National housing policy in Peru has sustained the development of a real estate and 

mortgage market. Since the 1990’s, the government has introduced policies and programs 

that promote homeownership as the primary response to the country’s housing deficit. 

Similar to the US, the government has taken a leading role in arranging the housing and 

finance sectors for the creation of a mortgage-based housing market. Figure 3.8 outlines 

these steps.  

 

 

Figure 3.8: Peru’s National Strategy for Homeownership 

 
Source: Author’s conceptualization  
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The government’s support for homeownership began with a country-wide titling program 

and is continued by current efforts to implement mortgage securitization, a crucial step 

for integrating the country’s housing sector within the global economy. This has involved 

a series of institutional and regulatory actions aimed at bringing together public and 

private institutions to grow a market for mortgage-backed homeownership. By 

dismantling the country’s housing institutions back in 1993, the national government was 

creating a pathway for market-oriented reform. This action ultimately gave way to the 

creation of new infrastructure for market-oriented economic growth, commodification, 

and the rule of capital.  

Peru’s homeownership policy has embraced many neoliberal principles and is 

aimed at the restructuring of the housing market. Referring back to literature on 

neoliberal restructuring, Weber (2002: 176) reminds us that “the private real estate 

market often cannot supply all the conditions necessary for the extraction of value.” In 

the case of Peru, FMV and the Ministry of Housing played a key role in convening the 

private sector. They provided the institutional framework and financial incentives to open 

up new markets for homeownership. The premise being that once ‘enabled’, the private 

sector could meet the needs of low-income and other vulnerable populations. The 

government’s general approach was to reduce informality (i.e., titling and registration) 

and build confidence among residents and the private sector in the institution of 

ownership and housing finance (i.e. financial incentives and public promotion). These 

practices normalized and intensified the financial practices taking hold within the housing 

sector. Housing became increasingly treated as a product to be bought and sold on the 
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market instead of a social good. Consequently, housing policy in Peru while having 

social goals, has been subordinated to macroeconomic goals of a neoliberal nature. 

Interviews also revealed how support for government-sponsored homeownership 

was tied to larger efforts to develop a real estate market, deepen the financial sector, and 

build a modern consumer economy. The discourse of the government and private sector 

around the provision of government-sponsored homeownership programs differed. While 

the private sector was the conduit of the government’s housing assistance, they did not 

view their participation in the homeownership programs as providing a public good. 

Instead, it provided opportunities for expanding networks of credit and the accumulation 

of capital within the built environment. To the private sector, homeownership represented 

a mortgage transaction and more broadly, the growth of a class that relied more heavily 

on credit and new neighborhood amenities.   

The government’s focus on homeownership and heavy reliance on the private 

sector resulted in housing assistance for the creditworthy. It became assumed that you 

needed a loan to live in a house. As with other capitalist societies, housing assistance was 

another mechanism for creating consumers. The government focused on the facilitation 

of housing finance and the provision of cheap or free land for private development of 

new homes. These actions consisted of a series of political compromises to entice private 

sector participation. In the end, the design and flexibility of the homeownership programs 

allowed the private sector to deliver subsidized-homeownership in a way that maximized 

profit and excluded much of the low-income population.  
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CHAPTER 4: THE INFLUENCE OF INTERNATIONAL ORGANIZATIONS ON 

HOMEOWNERSHIP IN PERU 

Introduction 

The story of homeownership in Peru would not be complete without an overview 

of the involvement and influence of international financial institutions (IFIs) throughout 

the process. As previously described, the emphasis on homeownership and mortgage 

markets is not unique to Peru. Since the 1970s, the World Bank and other international 

organizations have had an increasing role in the engineering of the housing market in 

developing countries (Pugh 1991; Buckley and Kalarickal 2006).16 These institutions 

have supported housing programs through direct lending and have also shaped the 

development of housing policy. In the past decade, IFIs have increasingly channeled 

resources for the expansion of affordable mortgage credit (IDB 2006; Cruz 2004; Lea et 

al. 2004).  

Many IFIs and national governments argue that the lack of adequate affordable 

housing is tied to a scarcity of capital for long-term mortgage lending (Mitlin 2011). As a 

consequence, a number of emerging economies have developed sophisticated financial 

systems for delivering housing finance and in some cases, markets for trading securities 

backed by residential mortgages. Mortgage securitization is aimed at both increasing the 

lending capacity of private institutions as well as integrating national economies to 

regional and global financial markets. These secured bonds are purchased by both 

domestic and international investors, creating new pathways for foreign direct investment 

(Sanchez 2007).  

                                                 
16 As of 2006, World Bank lending alone for the improvement of housing conditions totaled more than $16 

billion, including 278 projects in more than 90 countries (Buckley and Kalarickal 2006: vii). 
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In this chapter I focus on the role and influence of IFIs in the development of 

homeownership in Peru. I situate these developments within the larger context of 

international development practices since the1990s. I examine how international 

organizations have influenced the trajectory of Peru’s housing policy; the reasoning 

behind IFIs emphasis on homeownership versus other approaches to housing; and their 

focus on developing sophisticated systems of housing finance. This analysis is important 

for the understanding of how housing can is used as a conduit for economic globalization 

and how it is embraced by recent international development practices.  

My findings support the hypothesis that reforms in Peru reflect a trend towards 

the “globalization of homeownership”. In order to formulate and implement housing 

subsidies and other policies to support the facilitation of housing, the Peruvian 

government has relied on loans, knowledge transfer, and technical assistance from IFIs. 

In most cases, the national government sought assistance from these organizations. 

However, consensus was not one-sided. Interviews with national and international actors 

reveal shared goals among the national government and IFIs on the merits of 

homeownership. There was a shared emphasis on engaging the private sector in housing 

provision, developing financial sophistication and standardization in mortgage lending, 

and deepening the financial sector on behalf of IFIs and Peruvian public officials 

embracing market-friendly policies.  

The Evolution of International Development and Housing Strategies  

“The housing finance genie is out of the bottle” – Robert Buckley (Buckley 

2006). 

 

Since the 1970s, the World Bank and other IFIs have supported housing programs 

through direct lending and have also provided recommendations that influenced the 
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development of housing policy. This section focuses on the changing approaches towards 

housing programs as adopted by the World Bank over the past 40 years. I have chosen to 

review the housing perspectives of the World Bank as it often sets the standard for 

program/policy design and implementation across national governments of borrowing 

countries and among other international development organizations. The World Bank’s 

reputation as a knowledge institution with a wealth of technical expertise and resources 

for international development gives the institution much influence among national 

policymakers and other IFIs (Woods 2006; Zanetta 2001).  

Throughout Latin America, aside from national governments, the major players in 

the reform of the housing sector are the World Bank, the International Finance 

Corporation, the Inter-American Development Bank (IDB), the United Nations, and the 

International Monetary Fund (IMF). The role of these organizations varies from directly 

funding government initiatives targeted at housing sector reform to organizing forums 

around housing reform across Latin America. Many of these institutions’ activities and 

recommendations mirror what is being done or advocated by U.S. institutions such as the 

Federal Housing Administration, Fannie Mae, Freddie Mac and the Department of 

Housing and Urban Development (Chiquier and Lea 2009; IDB 2004; Zanetta 2001). In 

this chapter, I describe how these institutional relationships and spheres of knowledge 

and power affect policymaking around housing in Peru.  

The Evolution of International Housing Policy Recommendations 

The World Bank first supported housing development in the early 1970s. From 

this time through much of the 1980s, national governments of many developing countries 
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addressed the lack of adequate housing through the construction of units and more often, 

programs aimed at upgrading poor and informal settlements (Zanetta 2001; World Bank 

1993).17 The World Bank’s approach largely reflected John Turner’s (1976) “self-help” 

model.18 This model for housing provision emphasized the incapacity of national 

governments to meet housing needs and instead, called for the provision of services to 

build on the strengths of the informal housing sector. Public resources, such as materials 

and technical expertise, were provided for the gradual expansion and improvement of 

households. Under this approach, it was assumed that through households’ own labor and 

to the extent to which their resources permitted could be enabled to improve their housing 

and at the same time, increase their wealth (World Bank 1980). As governments 

continued to provide assistance for shelter upgrading and at times, engage in the actual 

construction of housing units, the private sector had relatively little to no involvement in 

the provision or upgrading of housing, especially in low- and middle-income markets 

(Buckley and Kalarickal 2005).  

As IFIs and national governments became increasingly involved in housing 

sectors, a consensus emerged around the merits of market-based housing policy versus 

strictly public interventions. Throughout the 1980s a growing body of research, mainly 

produced by the World Bank, emerged that highlighted the benefits of more market-

oriented approaches (Buckley and Kalarickal 2005). A number of conclusions were 

widely accepted and would come to influence housing policy and assistance in the 

                                                 
17 Informal housing settlements are, based on the UN Habitat Programme definition, i) residential areas 

where a group of housing units has been constructed on land to which the occupants have no legal claim, or 

which they occupy illegally; ii) unplanned settlements and areas where housing is not in compliance with 

current planning and building regulations (unauthorized housing).Characteristics of informal housing are 

insecurity of tenure and a low standard of infrastructure and services. 
18 John Turner is a British architect and is seen by many as a pioneer in self-help housing approach. Starting 

in the 1960s, he developed the theory, practice and tools for self-managed home and neighborhood building 

in villages and urban squatter settlements, particularly in Latin America.  
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coming decades – many of which were grounded in pro-market, neoliberal thought.19 

Economists and other researchers began to call for enforceable private property rights, 

less regulation by national governments, and an increase in private housing finance to 

strengthen housing markets and to help individual build assets. IFIs generally 

recommended a pro-market approach towards the housing sector. The role of the public 

sector was understood as one of facilitator of private sector activity. Buckley and 

Kalarickal (2005:249) describe this period as a paradigm shift in terms of how national 

governments and IFIs approached housing. This started the trend towards the adoption of 

market-friendly housing policy based on the promotion of housing finance that still 

persists today.  

The shift was first publicly recognized in a 1993 official World Bank report, 

“Housing: Enabling Markets to Work,” which evaluated the World Bank’s housing 

policy and lending since the 1970s (World Bank 1993). The report focused on the 

efficiency and increasing reliance on the private sector in delivering adequate housing 

solutions. The World Bank’s leading economists argued that since land and housing 

markets are spatially-fixed and highly heterogeneous, central decisions on behalf of 

national governments are not only inefficient but potentially prohibitive for private sector 

involvement. The report also highlighted the lack of affordable housing and financing 

available to individuals for investment in housing (World Bank 1993). The major 

conclusion was that housing construction and finance should be left to the private sector. 

                                                 
19 Some of the major conclusions include the regularity of housing demand within and across countries 

when controlling for per capita income and levels of development, the importance of secure property rights 

for economic prosperity of poorer groups, the detrimental effects of land regulation and rent control 

policies on the functioning of the housing market, particularly the shelter opportunities for poor people, and 

lastly, the need for housing finance mechanisms for low-income shelter opportunities. For more on the 

origins of housing research by international organizations see Buckley and Kalarickal 2005. 
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This recommendation was in line with other neoliberal reforms taking place at the time, 

including the privatization of public sector enterprises, a reduced role of governments, 

and deregulation. As Zanetta (2001:524) summarizes, “the conceptual model for 

development predominant in Latin America started to shift from one of heavy state 

interventionism to one of neo-liberal economic reform that emphasized a reduced role of 

the state, fiscal discipline, and financial and trade liberalization”. Following the World 

Bank’s new recommendations, many national governments of developing countries 

began withdrawing direct support for housing and channeled those resources to promote 

private sector activity in the sector (Mitlin 2011; Zanetta 2001; Pugh 1991).  

Mortgage-backed homeownership was also a major emphasis in the 1993 report. 

The World Bank called for developing housing finance and particularly, affordable 

mortgage credit (World Bank 1993). The private sector was thought to have the best 

resources and knowledge to develop an efficient mortgage-based system. Governments 

were again urged to take a subsidiary role; they should facilitate private sector activity for 

homeownership through the enforcement of property rights, formalization of property 

registration, and the provision of land readily available for development. To increase the 

individual demand for mortgages, governments were also encouraged to provide direct 

subsidies or guarantee private loans to increase the purchasing power of households and 

the confidence in lending of private banks. In addition to offering these demand- and 

supply-side incentives, the report also charged governments with establishing a legal and 

regulatory environment that was conducive to the development and expansion of housing 

finance. Figure 4.1 provides an expanded list of what has been and is continually 

recognized as the basic policy levers needed to support mortgage-backed homeownership 
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by those working with and in coordination with IFIs. This is a similar list to the one I 

introduced in Chapter 3 on the widely-accepted building blocks of a private housing 

market. 

 

 

 

Figure 4.1: Housing Production Chain 

 

Source: Hoek-Smit 2013. 

 

Under the new housing paradigm, housing was viewed as more than just a public 

good. Housing was now seen as part of a countrywide real estate market and largely as a 

productive sector tied to the overall economic development of a country (World Bank 

1993). The provision of services and resources to those unable to adequately house 

themselves was therefore seen as short-sighted. Instead, the World Bank expanded its 

approach to housing to include middle- and moderate- income segments (Pugh 1991). It 

was understood that the best way to serve the poor was to implement policies that pertain 

to the overall functioning of housing markets. This was also argued to ensure that the 

lower end of the market not be discriminated against through policies and regulations, 

such as building and land use standards or rent regulations (World Bank 1993).  

The World Bank’s priorities had clearly shifted. The goal of adequately housing 

the most impoverished segments of the population was now replaced by an emphasis on 
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the economic effects of housing policy and programs. This perspective was also reflected 

in an emerging interest in the effects of policy on housing sector performance, often 

measured by increases in housing starts and mortgage debt. 

In the early 1990s, this policy shift created a buzz in the international community 

around the importance of housing titles. The securing and formalizing of property rights 

was seen as the foundation for developing a system of asset-based lending, such as 

mortgage lending (Payne 1997). For example, if a bank wanted to make a loan that was 

secured by one’s property, then the borrower needed legal proof of ownership so that in 

the case of borrower default the bank could seize the property and recover loss. The 

formalization of property was seen as the first step to creating a viable real estate market 

in developing countries. Additionally, formalizing property and conferring titles was 

intended to spur lending outside of the housing sector. It was based on the assumption 

that having a title would encourage households to acquire loans secured by their dwelling 

for small business development or other household expenses.  

The surge in support for titling programs among IFIs was fueled by the widely 

influential publication The Other Path (1989) and later, The Mystery of Capital (2000) by 

Peruvian economist Hernando de Soto. These works outlined the nature and detrimental 

effects of informal housing, among other informal sectors such as transportation and 

trade, on the success of capitalism. De Soto’s main argument was that in order to create 

usable wealth among informal settlements, titles had to be granted to facilitate the 

creation of value. He argued that “titles capture and organize all the relevant information 

required to conceptualize the potential value of an asset and so allows us to control it” 

(2000: 47). Largely based on de Soto’s theory, securing property rights became the so-
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called first step for national governments to develop a functioning and productive 

housing market for both countries and individuals.  

Progress Towards ‘Enabling Housing Markets’ 

In 2006, the World Bank released a review of its progress on “enabling housing 

markets” throughout developing countries (Buckley and Kalarickal 2006). The review 

highlighted the World Bank’s role in housing policy and lending since the early 1990s, 

namely the shift from supporting limited project-based loans to loans that address the 

whole sector (sector-based loans). This included loans for the restructuring of housing 

policy and for facilitating private housing finance. Lending and resources for housing 

were no longer isolated to low-income communities. Instead, the World Bank had 

adopted a sector-wide integrative strategy for housing aimed at incorporating all elements 

of the housing market, including private sector and also informal settlements. At the time 

of the report a much smaller share of World Bank lending went to support low-income 

housing. Since the mid-1990s, only10% of total housing lending went to very low-

income households compared to more than 90% from the mid-1970s to the mid-1980s 

(Buckley and Kalarickal 2006). Lending for housing on behalf of IFIs was also 

concentrated among more emerging economies versus low-income countries.   

The review focused on what the authors considered the “changing policy 

environment”. They were primarily referring to the host of market-oriented approaches, 

such as homeownership subsidies and the development of housing finance that had made 

for an active private sector. They discussed the critical role of public subsidies, flexible 

and transparent regulation, and private sector construction in creating a market supportive 
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of widespread mortgage-backed homeownership. At the time of this report, housing 

finance was the largest component of the World Bank’s lending for housing (Buckley and 

Kalarickal 2006).20  

The 2006 review was also indicative of how housing was viewed by the World 

Bank as a productive sector. This is a major divergence from when housing was 

originally incorporated into the strategic planning of the World Bank for mainly 

improving the livelihoods of impoverished groups (i.e., a public/social good). In addition 

to providing an actual roof over one’s head, the report emphasized housing as a sector of 

investment for governments and the private sector. It was assumed to be a driving force 

of household consumption, a source of household wealth, and a facilitator of credit in 

stable and well-functioning markets. The report did however warn about the risks 

associated with mortgage lending if lenders were not transparent and borrower 

protections were not in place. It urged governments to strengthen legal and regulatory 

structures and provide market incentives to drive institutional development and 

liberalization of housing finance. This, according to the authors, would increase activity 

in the secondary mortgage market and securitization.   

Chiquier and Lea’s (2009) review of housing finance policy in emerging markets 

further highlighted the IFI’s emphasis on expanding market-backed homeownership since 

the 1990s. This was also a major report released by the World Bank. The authors argued 

that housing had proven to be a durable asset in developed countries, enabling long-term 

bond markets and financial innovation. Housing finance was seen as a critical aspect in 

the development of private banks, non-banking financial institutions, and bond markets – 

                                                 
20 From 1972-1986, housing finance lending made up 11% of the World Bank’s total shelter lending and 

from 1987-2005, that percentage jumped to 49%, making it the largest component of the World Bank’s 

shelter lending (Buckley and Kalarickal 2006). 
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all of which served to enhance a country’s overall investment climate and financial sector 

growth. The assumptions underlying the emphasis placed on housing finance coincided 

with an increasing consensus among development experts that the building of the 

financial sector was a fundamental development strategy. Thus, housing policy was 

recognized as a major component of a country’s development (Chiquier and Lea 2009; 

Buckley and Kalarickal 2006).  

The World Bank’s shift in focus from shelter provision to housing finance 

remains in effect today. It is reflected in housing finance programs no longer being 

housed under the Urban Development Sector of the World Bank. Housing related 

assistance now falls under the Financial Sector Development program. Since the 1990s, 

housing markets and lending practices in developing countries have become financially 

complex in ways comparable to the US and other Western countries (Chiquier and Lea 

2009; Renaud 1999; Buckley and Kalarickal 2005). Loans for the restructuring of 

housing policy and housing finance from IFIs and other donors have influenced the 

adoption of these institutional practices and policies (Chiquier and Lea 2009; Buckley 

and Kalarickal 2006). Efforts to engage the private sector in the provision of housing 

have created housing markets that rely on institutionally-mediated finance and a legal and 

regulatory environment that fosters homeownership. To create and maintain value of real 

estate, a number of financial practices and institutions have been introduced that 

standardize methods of appraisal and underwriting. These practices, by instituting 

requirements and guidelines, have made for greater confidence in mortgage lending 

among domestic and international lenders and investors that have no direct knowledge of 
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borrowers. Standardization of practices is required for international investment in 

housing markets to occur.   

As the liquidity of mortgage markets increasingly relies on non-local capital 

markets, investors and rating agencies demand conformity of practices that occur through 

the loan origination process. This includes methods for credit-scoring, appraisal, and 

underwriting (Chiquier and Lea 2009: 69). To facilitate standardization in lending, 

international standards have been developed for assessing the value of residential real 

estate. The International Valuation Standards Committee, in coordination with US and 

European appraisal institutions, provides documentation of international valuation 

concepts and codes that serve as guidelines for national institutions and IFIs (Chiquier 

and Lea 2009: 69).  

In sum, the World Bank’s evolving position on housing policy bears a preference 

towards mortgage-backed homeownership. IFIs and national governments have worked 

together to expand mortgage lending in a way that is attractive and predictable to outside 

investors. However, the extent to which IFIs influence national policymaking around 

housing remains unclear and understudied. Zanetta (2004) was one of the first to examine 

the influence of the World Bank and other IFIs on national housing policies. Using 

Argentina and Mexico as case studies, Zanetta examined the extent to which housing 

policies implemented during the 1980s and 1990s were influenced by the World Bank’s 

urban agenda. She concluded that the World Bank was not all-powerful and that the 

policies being implemented at the national level were ultimately the responsibility of the 

countries’ leaders (Zanetta 2004: 9). But where shared consensus was present (i.e., 

agreement on private sector involvement in the housing sector), she found that the World 
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Bank and other IFIs would direct more resources and engagement. At the time of 

Zanetta’s research, mortgage-backed securities were only being tested in emerging 

markets (Shaw 2000). Therefore, her findings do not speak to the impact international 

organizations have had on the creation of mortgage securitization in developing 

countries. As described, these markets are often used as a means of channeling domestic 

and international investments into housing markets of emerging economies and involve a 

number of institutional reforms. Understanding the institutional nexus, particularly the 

role of the national government, behind these actions and the decisions that led to them is 

an important contribution to the literature. 

The Influence of International Organizations in Peru 

In this section I describe the involvement and influence of IFIs in Peru’s housing 

sector. I focus on efforts on behalf of the World Bank, International Monetary Fund 

(IMF), International Finance Corporation (IFC), and the Inter-American Development 

Bank (IDB). These international organizations have allocated significant resources 

towards institutionalizing homeownership in Peru. In addition to financial support, they 

have provided strategic guidance on housing policy and legal and regulatory 

recommendations for the development of a market for mortgage-backed homeownership.  

I collected data for this analysis from official documents produced by IFIs as part 

of loan/debt conditions as well as more high-level documents that outline the 

macroeconomic strategy for poverty reduction and development in Peru. I reviewed IFI’s 

major country-level documents for Peru that were produced from 1993 to 2013. This 

includes loan documents that stipulate the objectives of projects being financed by IFIs 
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and strategic assessments that are produced for borrowing countries by IFIs.21 For 

example, the major strategy for poverty reduction created by the World Bank Group 

(consisting of the Bank, the IFC and the Multilateral Investment Guarantee Agency) in 

coordination with the Peruvian government is outlined in the Country Assistance Strategy 

(CAS) for the country. The CAS is developed in consultation with country authorities, 

civil society organizations, development partners, and other stakeholders. Its purpose is to 

set out a portfolio of the World Bank Group support linked to a comprehensive 

development strategy for the country. While the CAS and other strategic documents are 

meant to be truly collaborative efforts on behalf of IFIs and national countries, the extent 

to which they receive adequate input from country governments remains widely debated 

(McMichael 1996; Woods 2006; Babb and Carruthers 2008).  

Formalization and Housing Finance 

For the past 60 years, IFIs have been implementing projects and providing 

technical assistance to support infrastructure investments and institutional and economic 

reforms in Peru. In the early 1990s, IFIs set forth the process of structural adjustment. 

However, they didn’t actively participate in the land and housing sectors until the mid-

1990s. In 1996, the World Bank financed the first countrywide titling program. The 

World Bank provided a major loan to launch this effort and provided technical assistance 

intended to “create a system assuring formal and sustainable rights to real property in 

selected, predominately poor, settlements in larger urban areas” (World Bank 1998: 1). 

As described in Chapter 3, this effort was sought to lay a foundation for private 

                                                 
21 In addition to the World Bank Group’s CAS documents, I also reviewed the IFC and IDB loan 

agreements with the government of Peru and Peru’s Letters of Intent for the IMF, which describe the 

policies that Peru intends to implement in the context of its request for financial support from the IMF.  
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homeownership by creating a system for registration and titling and ultimately, the 

incorporation of informal settlements into the formal housing market.  

The World Bank’s CAS for 1998-2000 framed efforts to support property rights 

within the country’s overall development strategy. In this context, urban property 

formalization was referred to as a “means of creating an asset base for urban poor people 

and promoting a property market and financial intermediation as well as strengthening 

municipal tax bases” (World Bank 1997:49). Extending secure titles to more than a 

million informal property holders was assumed to open access to credit thereby 

enhancing investment opportunities and reducing poverty. Title recipients were expected 

to use their title as collateral to get a loan for either home improvement or a small 

business. To spur lending, the IFC, the arm of the World Bank that can invest in the 

private sector, extended financial support to MiBanco, the country’s largest microfinance 

institution. 22 MiBanco provided an outreach and training program to title recipients 

teaching them how to use their titles as collateral for housing and small business loans. 

However, as noted in Chapter 3, while the titling program did institutionalize a 

mechanism for securing property rights, it fell short of spurring any demand-driven 

system of housing finance.  

The countrywide titling program also reengaged the Peruvian government in the 

housing sector. This is after all housing-related institutions and programs were 

dismantled in 1993. The reentry into the housing sector and efforts to institutionalize 

ownership and titling foreshadowed and in some ways, set in motion the commitment to 

creating a system for widespread mortgage-backed homeownership. This process shifted 

                                                 
22 The IFC invests in initiatives of the private sector of developing countries when the result is expected to 

benefit the country overall. 
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the national conversation around housing from one focused on the provision of shelter as 

a public good to one emphasizing housing as a site of investment.  

By the 2003-2006 and then the 2007-2011 CAS, a clear emphasis on 

homeownership and housing finance emerged. Housing finance penetration was in fact 

identified as the leading strategy for financial sector growth. The 2003-2006 CAS 

attributed the lack of affordable housing to a weak mortgage market. It recommended that 

public and private sectors work to “organize and coalesce the primary mortgage market, 

stimulate construction lending, home building, and eventually, capital market activities” 

(World Bank 2002: 70). For the first time in a CAS for Peru, the World Bank Group 

declared it would work with the government to not only expand access to housing finance 

for underserved groups, but also establish a secondary mortgage market infrastructure 

and support financial innovation in capital markets (i.e. mortgage-backed securities). As 

stated in the 2003-2006 CAS: 

The World Bank and IFC will work with the government to expand access 

to housing financing especially to under-served segments of the 

population. IFC will also pursue, with the Peruvian financial sector, the 

establishment of secondary mortgage market infrastructure which should 

increase available mortgage financing while providing well-structured 

capital market instruments…. To aid in the broadening and deepening of 

capital markets, IFC and the World Bank are currently working 

intensively with government and private sector partners to put in place the 

necessary legal and regulatory framework for the establishment of a 

secondary mortgage market company (World Bank 2002: 85). 

 

In the CAS for 2007-2011 the emphasis on housing finance and in particular, a 

secondary mortgage market as a key tool for affordable housing continued. In 2006 and 

at the same time the CAS for 2007-2011 was produced, the IFC led the first major 

mortgage securitization in Peru (World Bank 2006). With considerable support from the 

IFC, private sector companies from Peru and Colombia joined to create Titularizadora 
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Peruana, a private entity that would assemble pools of mortgages to create asset-backed 

securities. This effort was intended to free up capital for more loans in the primary 

mortgage market and expand opportunities for international investment in Peru’s housing 

sector. This project brought together Titularizadora Colombiana, an IFC client, with the 

largest bank conglomerate in Peru, Interbank.  

At the same time that the securitization deal was being prepared, the IFC also 

provided a line of credit to BBVA, the second largest commercial bank in Peru. This loan 

was intended to expand the bank’s housing finance activity by providing access to low-

cost financing that would allow the bank to offer mortgages for lower income segments 

of the population. These IFC activities were aligned with those of the World Bank Group, 

which was working closely with the government around the design of the MiVivienda 

program (FMV). For example, the IFC and World Bank had expected that the mortgage 

securitization firm, Titularizadora Peruana, would buy part of FMV’s existing portfolio to 

provide liquidity for new investments (World Bank 2006). 

The World Bank and IFC have also remained steadfast advocates for the 

homeownership subsidies provided through FMV. They see these subsidies as a 

complement to private sector initiatives fostered particularly by the IFC (World Bank 

2006). In 2005, the World Bank even provided technical assistance to re-design the 

homeownership/housing finance strategy implemented by FMV to expand and improve 

the delivery of the subsidies. This effort was part of the World Bank’s FIRST Initiative, 

which provides short-term grants for technical assistance that contribute to more stable, 

efficient and inclusive financial systems. The desired end goal was a flourishing primary 

and secondary housing finance market that would ultimately deepen and develop the 
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country’s finance sector. This technical assistance effort as well as the CAS documents 

throughout the 2000s reflected the blurred line between housing and financial strategies 

supported by the World Bank. They were inextricably linked and alternatives to 

providing affordable housing and developing a stronger housing market outside of 

homeownership, such as support for the rental housing market, were not discussed. 

The emphasis on housing finance as a development strategy was also shared by 

the IMF. Throughout the 2000s, Peru’s Letters of Intent for the IMF focused on the 

refining of homeownership subsidies and other mechanisms for supporting widespread 

mortgage lending.23 As early as 1999, the IMF encouraged tax legislation that would 

support the development of new financial instruments and markets, including a secondary 

mortgage market (IMF 1999). A few years later, the IMF also recognized the ability of a 

well-developed housing finance market to “further Peru's integration into the regional and 

world economy” (IMF 2004). It is important to note that this statement coincided with the 

height of international trading of mortgage-backed securities in the US and indicates 

housing being seen as a potential channel for foreign direct investment.  

 The IDB also played a significant role in the development of homeownership in 

Peru. In the early 2000s, the IDB made a major loan to Peru aimed at strengthening the 

housing sector and improving the housing options for the lowest income groups. The 

loan, Program to Support the Housing Sector, was introduced in 2003 and consisted of a 

four-pronged approach: 1) strengthen the institutions for delivering housing, housing 

finance, and potentially, a secondary mortgage market, 2) increase the number of FMV 

homeownership subsidies 3) finance the production of urban land for the provision of 

                                                 
23 An IMF Letter of Intent is a country-specific document that describes the policies a country intends to 

implement in the context of its request for financial support from the IMF. 
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social housing; and 4) support the upgrading of neighborhood infrastructure, such as 

sanitation, green open spaces, and roads. As with the World Bank and IMF, this 

conditional loan agreement emphasized homeownership as the sole solution to the 

country’s housing deficit. As a result, the program primarily focused on the first three 

objectives. In that capacity the IDB worked alongside the Ministry of Housing and FMV 

to improve the delivery of the homeownership programs.  

The IDB program aimed at strengthening the housing sector was originally 

intended to be a two-phased project (i.e., an additional loan planned to be disbursed in 

2011). However, the first-phase resulted in little improvement of the housing sector and 

Peru’s national government cancelled the planned second phase of the project. More 

specifically, the program failed to deliver mortgage-backed homeownership (via FMV) to 

the segments in greatest need and instead, national support for housing remained 

concentrated for the middle class (Morris 2013). Peru’s Ministry of Economy and 

Finance felt that this was a middle-income housing policy and therefore cancelled the 

second phase. Despite this public criticism, the homeownership subsidies remain in place 

and largely unchanged.  

Figure 4.2 shows the confluence on national policies and IFI support for 

homeownership. The top half of the figure lists the major housing policies and programs 

adopted by Peru’s government and the bottom half lists the major assistance from IFIs. 

All of these actions appear to support one overarching objective: creating an 

enabling environment for private homeownership. In addition to the policies and loans 

listed below, national and international actors have also begun working together to 

streamline and standardize mortgage operations such as underwriting and servicing as 
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well as altering the legal and regulatory framework to support a secondary mortgage 

market and securitization.  
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Figure 4.2: National Housing in Peru and IFI Involvement 
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A Top-Down Approach to Homeownership?: A Closer Look at the Relationship Between 

the National Government and IFIs 

Since the 1990s, the Peruvian government took a number of steps to facilitate 

mortgage-backed homeownership throughout the country. This was an attempt to get the 

private sector more involved in the provision of housing. As described in this chapter, 

international organizations largely supported these efforts with institutional loans and 

technical expertise. However, the extent to which these efforts influenced the 

development of Peru’s homeownership policy was unclear. In this section, I draw from 

interviews with national policymakers and representatives from IFIs to examine the 

convergence of the national government and international actors around homeownership. 

I examine both the rhetoric surrounding national-international coordination on housing 

policy and the reliance on IFIs for designing and implementing housing programs.   

The Right Place at the Right Time 

During the time homeownership policies and programs were implemented in 

Peru, a string of presidential administrations that were in favor of market-oriented 

reforms had been in office. The national government had been relying on IFIs for 

technical assistance and loans to help grow the financial sector and private market. As 

described by a long-term consultant to the World Bank, “there was a shared recognition 

that the private sector was the big generator of wealth and jobs in developing countries. 

The World Bank would help set up the conditions for an enabling environment….so that 

the private sector could grow and develop goods” (Interview: April 16th 2013). In 

discussions with representatives from IFIs and the national government about the 
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development of homeownership policies and programs, it became clear that both groups 

shared a desire to increase private sector activity in the country’s housing sector and 

mortgage-backed homeownership was the solution. 

Representatives from IFIs and the national government recounted working 

together on homeownership policies as an effort to support the larger economy. The 

approach towards the housing sector was consistent with larger social and economic 

goals among both entities. However, according to a former Minister of Housing, IFIs 

were largely responsible for articulating the connection between homeownership and the 

broader economy. As he noted: 

At the beginning there weren’t resources to make this program work and 

the word ‘subsidy’ was a bad one. Finally, with the assistance of 

international organizations, the President and the Ministry of Economy 

and Finance, were convinced this was the way to go. The proposal was 

accepted. If the housing policy worked in Chile, a country with a 

neoliberal economy, why couldn’t it work in Peru? The homeownership 

subsidy was a compensation mechanism for the neoliberal economy. 

(Interview: August 8th 2013).  

 

Beginning with the country’s mass titling, IFIs emphasized the importance of formalizing 

the housing sector to facilitate private investment in housing. This was the cornerstone of 

IFI’s approach to the housing sector. According to an official from the IFC who was 

formerly based in Peru during the design and implementation of homeownership policy: 

Homeownership became synonymous with getting the formal sector to 

work …The goal of the IFC and World Bank was to create the conditions 

to enable mortgage lending such as the necessary law and regulation to 

ensure efficient access and development of land, clear ownership, and 

foreclosure processes. (Interview: April 29th 2013). 

 

While IFIs and the national government employed similar rhetoric around 

homeownership and getting the private market to work, IFIs placed greater emphasis on 

the financialization of housing. They focused on the development of a well-functioning 
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mortgage market that would grow the construction and financial sectors. This approach 

was assumed to replace the earlier decades’ focus on incremental housing and was more 

geared towards bringing a subset of households into the formal housing and financial 

sectors (Interview: April 16th 2013; May 31st 2013). As one representative from the 

World Bank described, “it was more about the financial architecture and deepening… 

The government buy-in came from the creation of a lot of low-skilled jobs and 

homeownership was an end sought by many governments worldwide” (Interview: April 

24th 2013).  

IFI representatives therefore emphasized the economic role of housing. A 

representative from the IFC who worked closely with FMV in its early years explained 

the economic goals of homeownership while evoking the ideas of the Peruvian economist 

De Soto:  

De Soto is right. You have a lot of dead capital in shanty towns …lack of 

water, sewer, and lack of ability for people to realize the investment they 

made. Our efforts are to address these things and contribute to economic 

growth in that way…our goal is to get to the point in the U.S. and Europe 

where people below the median can afford mortgages… A major theme of 

the housing finance work is to extend access to credit systems and 

banking. (Interview: April 29th 2013). 

 

In focusing primarily on the development of housing finance, IFIs talked less about 

whether homeownership subsidies were meant to reach the lower or middle classes or 

rather, the extent to which such a policy scheme could address the housing deficit. On the 

other hand, as described in Chapter 3, many national government officials saw this as a 

policy to result in new housing for low-income households. Therefore, there were varying 

views of the intended beneficiaries. A senior economist from the World Bank explained 
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the desired outcome of homeownership policies, noting the irrelevance of the intended 

beneficiaries: 

Our work is mostly about generating long-term funds for investment in 

housing. Depository investments can only go so far. We create systems so 

long-term funds are in the economy, like pension funds and insurance 

companies….these aren’t middle or low-income strategies. They are 

housing strategies. For example, we position government to be more on 

the enabling side of supplying housing, like providing public transport, 

waste disposal, water, sanitation, and titling. So that developers will want 

to build not drive up their fixed costs. (Interview: April 24th 2013). 

 

The same representative from the World Bank went on to explain how homeownership is 

more of a financial versus social policy, 

You have to start somewhere. In places where 80% of the population is 

poor…it is clear that it [mortgage-backed homeownership] is for the top 5 

or 10% of population. So, we do this not from a social but instead 

economic perspective to develop the financial sector. Also, housing and 

shelter aren’t always a priority of governments and they don’t have the 

resources to address it so they are in the position to improve housing with 

the private sector, not social housing solutions. (Interview: April 24th 

2013). 

IFIs are credited for promoting efforts to support the financialization of housing in Peru. 

It became the catch-all solution for spurring the construction of new housing for lower 

income groups and extending the reach of finance and credit into housing markets. As a 

former Minister of Housing from Peru stated, “it was because of the IDB and World 

Bank, that we finally saw the economic role of housing” (Interview: July 26th 2013b). 

The key point here is that IFIs were critical in furthering the ideology that treats housing 

as a commodity to be bought and sold on the market like any other. Interviews with 

representatives from IFIs revealed the way homeownership was viewed as less of a social 

strategy and more of a tool for investment and financial sector growth.  

But what motivated the national government to engage with IFIs around 

homeownership in the first place? When describing early engagement with IFIs around 
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the development of policies to support mortgage-backed homeownership, representatives 

from the Ministry of Housing recall wanting to find a private market solution to build 

new homes (Interview: July 26th 2013b; July 12th 2013). They wanted “new homes and 

wanted the private sector to build them” (Interview: August 1st 2013). Since the 1990s, 

each of Peru’s presidents announced a public commitment to build new homes, often 

promising over one million new units (Interview: April 24th 2013). Homeownership, in 

this way, was as much as a political end as it was economic. IFIs offered a solution to 

help the government get there – an approach to housing that was consistent with other 

macroeconomic trends at that time (Interview: August 8th 2013c).  

Despite the overwhelming support for homeownership among IFIs in Peru, 

interviews revealed internal criticism over such an approach. These conversations shed 

light on the conflicting values and goals within IFIs around homeownership-based policy. 

A representative from the IDB described what she referred to as the “business of 

homeownership”, particularly noting the focus on credit and bias it has towards the 

middle class in Peru (Interview: May 22nd 2013). IFI representatives generally expressed 

awareness that housing approaches based on developing a mortgage market rarely 

reached lower income groups, those traditionally facing the greatest need for adequate 

housing. As the representative from the IDB further explained:  

People are only thinking about homeownership because they are interested 

in driving the private sector. They don’t care about the poor. They care 

about business. Make the housing, sell it, and leave it. They don’t take into 

consideration all the social aspects of housing….However, we [IFIs] do 

support homeownership policies because this is what the governments 

want and in the end and we [development banks] want to lend money. 

(Interview: May 22nd 2013). 
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Another IDB representative also criticized both IFI and national governments support for 

homeownership: 

Housing policy in Latin America has a huge bias towards the middle 

class…we focus on the building of new houses and not 

redevelopment….We [IDB] go to countries and do what they require. 

They want to build houses. …Countries don’t have a vision. They just 

focus on new housing. There’s a political incentive to building new 

houses. Also, developers are happy and very powerful in these countries. 

(Interview: May 31st 2013).  

 

The criticism raised by IFI representatives also speaks to an argument I raised in 

Chapter 3, namely that support for homeownership results in housing assistance for only 

those that can get a loan from a private bank. Using housing to support the extension of 

credit markets often meant the poor would be ignored. This is not a contradiction of the 

policy, but rather the way the policy was designed to work. In describing how the 

approach overlooks low-income groups, a respondent from the World Bank stated, “the 

enabling approach has always been for the middle [class]” (Interview: April 16th 2013). 

Other representatives from IFIs described support for homeownership as a means of 

addressing the unmet housing needs of the middle class, those just at the margin of being 

able to receive a mortgage (Interview: April 29th 2013; April 24th 2013). 

According to some respondents from IFIs the middle class was always the target 

of homeownership policies. However, the national government in Peru did not portray the 

housing programs in this way. Part of the issue is the vague (or convenient) definition of 

what constitutes low-income housing. As an international housing consultant explained 

what she thought about IFIs and housing solutions for the poor: 

It is interesting how the definition of “low-income” shifts during 

discussions of mortgage-backed homeownership. As soon as the 

development banks get involved, the middle-income is talked about as 

low-income. But it’s never for the bottom. A critical issue is working out 
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what is really low-income. Generally speaking, formal housing solutions 

are too expensive for poor people. (Interview: June 17th 2013).  

 

Overall, interviews revealed that homeownership in Peru is not simply a policy 

preference transferred from IFIs to Peru. Rather, interests among both groups coincided 

to support the development of homeownership. IFIs and the national government 

embraced homeownership for economic, social, and political reasons. As a former 

government official summarized when describing the development of the country’s mass 

titling program, “it [titling] is not something imposed from the outside [IFIs]. It’s a 

political opportunity” (Interview: August 27th 2013). In line with IFI and national 

government coordination around titling, homeownership emerged from and reflected the 

convergence of national and international interests. It was a cross-cutting solution to 

generating investment in the housing and financial sectors. We also should not discount 

the criticism raised by IFIs during interviews. From their perspective, homeownership 

was likely never intended to offer housing solutions for the worst off. Instead, 

organizational interests to develop the banking and credit sectors and meet the demands 

of national governments contributed to support for homeownership. What emerged was a 

policy couched in terms of the provision of social housing but in reality aimed at creating 

an institutional and financial infrastructure to support homeownership for those able to 

access credit.   

Offering the “Cookie-Cutter” Approach to Homeownership 

It is one thing to support the idea of homeownership, another is to put it into 

practice. IFIs were crucial in the development of Peru’s policy and programs to support 

homeownership. IFIs provided technical guidance to government institutions, including 
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the Ministry of Housing and COFOPRI, to facilitate and lower the transaction costs for 

homeownership. They also provided guidance related to laws and regulation that enforce 

the rights of mortgage lenders and contracts. A representative of the IFC previously based 

in Peru referred to these efforts as addressing ‘enabling issues’ (Interview: April 29th 

2013). Often times working on the enabling issues surrounding homeownership, as in the 

case of Peru, involved fostering collaboration between the country’s central bank, 

Ministry of Economy and Finance, and the Ministry of Housing. In Peru, the IFC and the 

IDB also invested directly in commercial banks so that they would provide mortgage 

loans to lower income segments than they had previously served.  

In discussions with national government officials, past and present, about the 

development of homeownership policy and programs many noted that they originally 

turned to the World Bank and the IDB for expertise (Interview: August 9th 2013). As a 

former senior official at FMV explained, “the IDB came with the idea…and with the 

money” (Interview: August 8th 2013b). IFIs also offered the knowledge and know-how 

for making it work. The Minister of Housing who introduced homeownership subsidies 

in Peru had explained that he had very little background in housing and so he and his 

staff relied heavily on IFIs. One of his first actions was to go to the IDB and ask them to 

organize a 20 day trip to countries within Latin America where recent housing reforms 

were successful. He eventually settled on the creation of FMV and homeownership 

subsidies based on the Chilean model. The same model was expected to work in Peru 

given their well-developed banking system and emerging middle class (Interview: April 

16th 2013).  
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Starting in 2003, as homeownership policies were still being designed and 

refined, the national government secured a loan from the IDB to strengthen the 

“institutionalization” of the housing sector. At the time, the institutions working on 

housing and land related issues were siloed. The IDB worked closely with the national 

government to rebuild the Ministry of Housing and to centralize and strengthen the 

country’s efforts around the housing sector. While part of this strategy included focusing 

on upgrading of housing, that effort never came to fruition (Interview: August 6th 2013). 

After the necessary institutions were in place, the government continued to work 

with the IDB and later the World Bank to develop Peru’s homeownership programs. IDB, 

in particular, had knowledge of what worked in other countries throughout the region. As 

explained in Chapter 3, the housing policy developed in Peru represented the ABC 

scheme (savings+subsidy+credit) that was being implemented in other countries 

throughout Latin America. IFIs were typically involved in these country-level processes 

as well, especially in Chile, Mexico, and Colombia (Chiquier and Lea 2009). It is 

important to note that the approach originated in Chile but without initial support of IFIs. 

Chile’s president at the time Pinochet led this effort without support from IFIs and 

instead, with the aid of Chicago-school economists that surrounded him (Interview: April 

16th 2013; June 17th 2013). Nonetheless, the success of the Chilean model for expanding 

access to mortgages attracted IFIs and they have promoted such approaches ever since.  

Several interviewees, national and international, described the ABC 

homeownership model as a one-size-fits-all housing policy.24 The IDB actually hired 

                                                 
24 See Brenner and Theodore (2002), for more on the tendency of neoliberalism to promote a “one size fits 

all” model for policy implementation that assumes that identical results will follow the implementation of 

market-orientated reforms, rather than recognizing the variations that arise as neoliberal reform initiatives 

are imposed within contextually specific institutional landscapes and policy environments.  
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consultants from Chile to meet with officials in Peru as part of its technical assistance to 

the government. One representative from the IDB described the organizations’ blanket 

approach to homeownership. Describing herself as an outlier, she explained: 

We have Chile’s policy in all of our countries. It’s the model we use. We, 

the multilaterals, are driving those programs and policies that are affecting 

urban development... In the end, we want to lend money. (Interview: May 

22nd 2013).  

Another representative from the World Bank with years of experience in the Latin 

American housing sector explained: 

The IDB had a cookie-cutter approach for Latin America and focused only 

on homeownership. Their scheme was upfront subsidies, 10% savings and 

you can get a loan in the formal market. That’s their model. So then you 

focus only on the people that are eligible for mortgages, and that is not the 

entire population. You leave out the bottom-end except for some small 

upgrading projects…Governments bought into this, less so though in 

Socialist-leaning countries like Bolivia, Ecuador, and Venezuela. 

(Interview: April 16th 2013).  

It was common for past and present housing officials to comment on the positive 

relationship with IFIs to support investment in the housing sector. In addition to technical 

expertise, IFIs also helped establish sources of long-term funds for mortgages among the 

commercial banking sector. As a former Vice Minister of Housing noted, “We have a 

wonderful relationship with IFIs. They make possible the experience of other countries to 

inform the Peruvian reality. They also help with finance” (Interview: August 13th 2013a). 

The international organizations worked on creating the long-term financing to make for 

consistent low-cost mortgage lending (Interview: April 24th 2013). The World Bank and 

IFC often worked together to ensure that policy was in place and long terms funds were 
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matched for housing mortgage. This was the strategy they carried out in Peru throughout 

the 2000s.  

IFIs also worked together to launch mortgage securitization in Peru. They led this 

effort. While the World Bank and IMF recommended legal changes to allow for the 

securitization of mortgage loans, the IDB funded the creation of Titulizadora Peruana, the 

Peruvian securitization company. The company launched a residential mortgage-backed 

securitization transaction in 2008 worth $30-40 million. Given Peru’s investment grade 

status awarded by Standard & Poor’s and Fitch in 2008, the setup of Titulizadora Peruana 

was expected to draw huge interest from international investors (Lozano 2008). However, 

due to the lower than expected demand for mortgages within Peru and the capitalization 

of banks making the loans, there was not an urgent need for additional liquidity in the 

primary market. Mortgage securitization thus never reached the expected scale and 

additional transactions never materialized beyond the first major securitization deal. In 

hindsight some of the staff from IFIs noted that not every country was ready for mortgage 

securitization at the time reforms were introduced. As a current housing finance specialist 

from the World Bank explained: 

Most emerging economies are not ready for securitization firms like 

Fannie and Freddie. …Banks in Peru weren’t lending for mortgages as 

expected so the securitization firm developed by the Bank [IFC] closed 

down because the local commercial banks didn’t need it. It was set up, but 

not doing any business and eventually shut down. (Interview: April 24th 

2013).   

The IFIs had their greatest impact on Peru’s housing sector in the 2000s. Through 

varying levels of hand-holding and collaboration between IFIs and the national 

government homeownership programs were improved and expanded and continue to 

persist today. However, since 2010, the role of IFIs has waded. As evidence mounted that 
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homeownership subsidies were largely serving the middle class, the IDB found 

themselves in between Peru’s Ministry of Housing and the Ministry of Economy and 

Finance. Ultimately, the Ministry of Economy and Finance argued that the IDB did not 

sufficiently provide assistance to better deliver housing solutions for the poor. Instead, 

they supported the development and continuation of programs to subsidize middle-class 

homeownership. As a result, the Ministry of Economy and Finance refused to enter the 

second phase of the IDB loan agreement that was intended to strengthen the housing 

sector in Peru (Interview: August 6th 2013).   

Discussion and Conclusion 

This chapter describes the ways in which the government worked closely with 

IFIs to set up a strong mortgage market that would support widespread homeownership 

and the development of a secondary mortgage market. The role of development banks in 

homeownership in Peru cannot be understated, especially in terms of establishing the 

building blocks for the development of a primary and secondary mortgage market. Each 

one of the housing programs and policies the Peruvian government has adopted since the 

1990s has been financially supported and tied to recommendations by the World Bank 

Group, the IMF, or the IDB. 

While the Peruvian government expressed interest in facilitating private sector 

involvement in the housing sector, they relied on IFIs for developing the mechanisms to 

do so. What resulted was a system of homeownership subsidies with a public intent of 

reaching low- and moderate-income households. Most notably, IFIs provided resources 

and guidance so that housing reforms also supported homeownership as a means of 

strengthening the financial sector and providing a channel for foreign direct investment. 
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Review of official documents from IFIs indicates that homeownership was conceived as 

the lynchpin between capital and housing markets. This lends support to the hypothesis 

that homeownership is part of a larger effort to support financialization and economic 

globalization.  

From a broader perspective, this research supports the argument made by 

Ferguson, Smets, and Mason (2014:52), that “the new political economy of affordable 

housing finance is characterized by a kaleidoscope of local initiatives against the 

background of multiple contemporary developments on a global scale”. The housing 

market is a unique sector in which global and national interests converge. This was 

evident in Peru. The national government and IFIs shared varying levels of consensus 

around engaging the private sector in housing provision, financial sophistication and 

standardization in mortgage lending, and deepening the financial sector. Under this 

housing paradigm, homeownership became more about the production of mortgages than 

the actual provision of shelter. 

My interest in this topic emerged from Kevin Gotham’s work (2006; 2009) on the 

role of states in transforming real estate, a spatially fixed commodity, into a standardized 

and transparent security that can be bought and sold on a global scale. His major 

argument was that cross border flows and exchange depend on the creation of liquidity, 

which is a product of an elaborate and complex set of rules, regulations, and institutions 

that are established by the state. In this way, he argued that the state can be a major force 

of economic globalization. While Gotham’s work applies to the US, I considered a more 

complex story in developing countries where actions of the nation-state, especially 

around the housing sector, are partially a result of recommendations by IFIs. Beginning 
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with the formalization of property rights and the current efforts to expand mortgage 

securitization, the development of homeownership policies and programs in Peru 

revealed an ongoing process among international organizations and Peru’s national 

government to delocalize residential and commercial property and embed it within global 

capital markets. 

Additionally, the coordination among IFIs and the national government revealed 

that homeownership is not something that simply appears. It requires buy-in from banks 

and developers as well as legal, regulatory, and institutional policies that create 

confidence in mortgage lending. Mortgage-backed homeownership is as much about 

creating a web of institutions to support mortgage lending as it is about creating an 

ownership ideology –an ideological force that paves the way for increasing demand for 

mortgages.  

In Peru, to view the nation-state as the centralized and national-level actor would 

ignore the way in which coordinated efforts occur within shared pursuits to integrate 

Peru’s economy within regional and global markets. The case of Peru is useful for 

understanding the role of the national government in developing institutionalized 

mechanisms for housing finance and how this role has been facilitated by IFIs. 

Homeownership remains one of the few policy areas in Peru that goes unchallenged 

among very polarized Administrations. The unwavering support for these policies from 

IFIs may have played a role in the country’s continuation of homeownership policies and 

programs. Whether or not that is the case, a shared consensus around increasing the 

availability of mortgage credit and its subsequent integration into the global investment 
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arena is still present in Peru. These findings serve as an empirical example of global 

capitalism at work.  

In sum, IFIs have played a major role in Peru’s market-oriented approach and 

especially in the institutionalization of mortgage-backed homeownership. These efforts 

are in line with other neoliberal reforms and reflect a reliance on the market to meet the 

needs of those able to participate. By channeling funds into the private sector, IFIs have 

fueled the commodification of housing. While the national government promoted 

homeownership as a social housing approach, benefits have accrued to the more affluent 

while the needs and desires of poorer residents are overlooked. The “enabling approach”, 

including the formalization of property rights, the direct provision of mortgage subsidies, 

guaranteeing of loans, and establishing the legal and regulatory framework for direct 

investment in mortgages, has proven to be quite costly and often at the expense of the 

most vulnerable, under-resourced households. Findings also improve our understanding 

of how normative principles and taken-for-granted beliefs surrounding homeownership 

and mortgage debt become institutionalized. As such, this story does not end with Peru. 

Since starting this dissertation, the World Bank and IFC have financed the development 

of a mortgage finance institution in Pakistan, a system for mortgage guarantees in 

Nigeria, a comprehensive strategy for affordable homeownership in Tanzania, and a 

mortgage guarantee corporation in India. The globalization of homeownership remains in 

full swing.  
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CHAPTER 5: THE FUTURE OF HOMEOWNERSHIP AND URBAN 

DEVELOPMENT IN PERU 

Introduction 

This work has described the emergence of homeownership policies in Peru. My 

goal has been to unravel the web of institutions and actors that made mortgage-backed 

homeownership a reality, while making the connection of these activities to larger 

processes of financialization and globalization. However, I have yet to answer how these 

homeownership policies manifest in physical spaces. What is the relationship between 

financialization of housing and urban growth? In this chapter, I begin to examine how the 

government’s support for mortgage-backed homeownership affects urban development in 

Peru. Yet in doing so, I raise more questions than answers. Relying less on empirical 

data, I highlight trends and the potential implications for the use of space in light of the 

growing number of homeownership-based urban development projects.     

Recent research indicates that homeownership policies throughout Latin America 

have affected the distribution of housing and people across the urban landscape of the 

region (Bouillon 2012). In many of these countries, the policies that support mortgage-

backed homeownership rely on the simultaneous construction of new homes and a host of 

amenities that meet the needs of potential homebuyers. In some cases this has fueled 

middle-class enclaves while in others it has resulted in more affordable housing located 

on the far outskirts of the city isolated from employment sectors and transportation and 

social networks. Although cities have become the strategic nodes for mortgage-backed 

homeownership as such policies take hold across the world, there remains little research 

on how this relates to urban development (Rolnick 2013).  
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Of course, examining the relationship between homeownership and space is not 

new. In the US, the financial practices that surround homeownership have been found to 

create and maintain racial and class segregation and uneven development (Gotham 2002; 

Shlay 1993; Jackson 1985).  

In this chapter I speculate on how homeownership policies and more broadly, the 

financialization of housing, are related to urban development. For Peru’s homeownership 

scheme to work, property rights must be enforced, a stable mortgage infrastructure must 

be in place, and as I will emphasize in this chapter, a market for real estate must be 

created and housing must have and maintain value. Location and the potential for future 

development affect decisions on where to build and finance new properties as well as 

households’ decisions to purchase a home.  

This discussion grounds the story of homeownership in Peru. I begin by 

summarizing how the Peruvian government fueled the financialization of housing 

through their support for homeownership. I place this discussion within a broader 

framework of financialization and urban development, giving particular emphasis to the 

effects of real estate and mortgage lending on urban space. This provides a useful context 

for understanding how urban development and homeownership-based policies can 

coincide as part of a global strategy to create opportunities for speculation, investment, 

and profit in cities.  

I then draw on secondary sources and interviews to provide a framework for 

thinking about how homeownership relates to urban development in Peru. I describe how 

national actors use homeownership subsidies as part of larger strategies to generate urban 

development in targeted places. I highlight the incentives of those that develop and 
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finance government-sponsored housing projects, how these public and private actors link 

housing strategies to urban development, and how the country’s future urban 

development might be affected by these housing strategies. My goal is to provide 

insights, although tentative, on the role of private interests and homeownership policy in 

channeling investment into the built environment.  

Financialization of Housing in Peru  

In 2000, the Peruvian government established Fondo MiVivienda (FMV), the 

premier institution for facilitating access to financing for the acquisition of new homes 

for moderate- to low-income households. Since then, the financialization of housing has 

been in full swing. New homes are readily available to those who have savings for a 

down payment, are deemed creditworthy, and able to obtain a mortgage. Most of these 

homes are located in urban areas with access to services, amenities, and transportation.  

These changes have led to new dynamics in the housing market. They have fueled 

the construction of homes, largely condominiums, for middle class families. They have 

led to the development of new business lines for banks (i.e., the primary mortgage 

lenders in Peru) and developers. Leading commercial banks have developed real estate 

departments devoted to mortgage lending and are working closely with developers to 

finance the construction of large housing projects. Banks attribute this growth to the 

government’s homeownership programs, which greatly expanded the market for 

mortgage lending by originally sharing some of the risk with lenders. Nowadays, banks 

readily provide mortgages to middle-income households, with or without a government 

subsidy. With the aid of the national government and banks, developers have also shifted 

their business models. They have created a market for homeownership. For the first time, 
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developers can build and sell houses for this sector (at scale) and still generate a hefty 

profit.   

Peru’s current housing market is a product of the coming together of financiers 

and developers. They determine where housing gets built and for whom. This is 

essentially what FMV set out to do when they started providing subsidies, loan 

guarantees, and advantageous credit for the purchase of news homes. The focus on 

homeownership has led to an increasing emphasis on the production, selling, and 

management of land and housing so that capital can be accumulated and continue to flow 

through the built environment. In this way, homeownership has transformed housing into 

a form of investment comparable to the ways in which US homeowners treat housing. 

This is more often a form of speculation. The similarities between housing markets in 

developed and developing economies, such as increasing speculative behavior around 

housing, stem from the financialization of urban space (Rolnick 2013; Campbell 2013; 

Shlay 2015).  

Speculative investments are oriented towards economic growth and elite 

consumption practices. Smith refers to such activities as the retaking of the city for the 

middle classes (Smith 2002). Such words as “aristocratizacion/aristocratization” (Hardoy 

1992), “reconquista urbana/urban re-taking” (Sargatal 2000), and “elitzacion/elite-

ization” (Garcia 2001) have been used to describe similar phenomenon throughout Latin 

America. According to Inzulza-Contardo (2012:2088), Latin American inner cities have 

undergone rapid fragmentation, where areas are separated by consumption and 

production of high-income neighborhoods (gated communities) and of informal sectors. 

Under these processes, some more than others will have control over the success of their 
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investments. The victims are often those whose neighborhood may be less desirable, are 

targets of discrimination, and who suffer from poorer quality place-based amenities 

(Shlay 2015: 568).  

Urban theory has long been marked by its interest in how market-oriented policies 

and the capitalist economic system affect urban space, including the built environment 

and the everyday lives of its residents (Harvey 1989; Logan and Molotch 2007; Brenner 

and Theodore 2002). Peru gives us an opportunity to look at this. Below, I begin to 

explore how the creation of a market for mortgage-backed homeownership is linked to 

the extraction of value in urban areas throughout the country and what that might mean 

for the everyday lives of those unable to participate in the real-estate driven economy.    

Homeownership and Urban Development in Peru 

I rely on a mix of data from secondary sources and interviews to explore the 

relationship between government-sponsored homeownership and urban development. 

First, I rely on data from FMV to show the location and spatial concentration of 

government-sponsored housing. The analysis looks deeper into the spatial distribution of 

new government-sponsored housing within Lima and the country at large. Second, I draw 

on interviews with government officials, developers, and lenders that explore the 

motivations behind the location and type of government-sponsored housing that was 

constructed and how it relates to decisions about the use of urban space. I rely on this 

data to demonstrate how these groups discussed housing as an urban growth strategy and 

to speculate on what this means for the future of urban development throughout Peru.  
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Spatial Concentration of Government-Sponsored Housing in Peru 

As I described in Chapter 3, developers had free reign over where they built 

government-sponsored homeownership projects. The only stipulation was a limit on the 

maximum price of the housing units. The ceiling on price was high enough that it allowed 

for a great deal of flexibility in terms of location. However, in the first ten years of the 

homeownership programs the overwhelming majority of subsidies went to newly 

constructed housing units within Lima, despite it being a national housing program 

(Calderón 2009b). Building in Lima allowed for higher home prices than in more rural 

areas or smaller cities. Homeownership, in this way, became tied to investment in major 

urban spaces. A more nuanced look, as I discuss below, reveals that developers targeted 

certain neighborhoods as well.  

Throughout the 2000s, government-sponsored housing was concentrated in 

certain neighborhoods throughout Lima. There was an association with these housing 

units and strong real estate activity. The areas with the greatest concentration of FMV 

properties were the neighborhoods surrounding the city center and where other real estate 

activity was occurring. While I cannot conclude if real estate activity drove decision-

making around FMV development or the opposite, FMV-sponsored housing, from the 

beginning, was strategically built to meet the needs of the emerging middle class. The 

fewest housing subsidies went to the poorest areas of the city and the neighborhoods that 

surround them (FMV 2013).  

Unlike other countries in Latin America, there was not a wave of construction on 

the periphery of the city in isolated areas. Developers were able to buy up centrally-

located land for the building of FMV properties before land prices spiked in the capital. 
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In some cases, as previously mentioned, the national government offered land in 

desirable areas to developers at an advantageous price for the development of FMV 

properties. This was part of FMV’s strategy to generate real estate markets throughout 

Peru. Building in these areas allowed developers to sell housing units to middle class 

households at the upper tier of FMV price limits. Despite increasing non-government 

sponsored real estate activity, FMV continued to subsidize new construction in these 

areas until land became scarce.   

The government has since made strides to promote housing elsewhere. With 

pressure from the Ministry of Housing to allocate housing subsides outside of Lima, a 

similar pattern is being replicated in intermediate cities like Trujillo, Chicaylo, Cusco, 

Arequipa, Piura. These projects typically serve the emerging middle class in these areas 

and are often accompanied by the development of large commercial malls, including 

department stores, multiplex cinemas, food courts, fitness centers, specialized stores, and 

clinics. In Figure 5.1, I map the concentration of FMV properties from 2011 to 2013. 

This majority of new FMV properties during this time period are located in intermediate 

cities along the coast. As the case with Lima, this concentration represents a spatial 

mismatch between housing assistance and need for improved shelter.   
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Figure 5.1: Government-Sponsored Housing Projects in Peru 2011-2013 

 

Source: Ministry of Housing 2013. Author’s conceptualization.  
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Housing constructed and purchased with FMV subsidies continues to be 

developed in urbanizing areas, presumably contributing to the development of real estate 

markets in these areas. While often touted as a strategy for all, the concentration of FMV 

properties throughout Peru reveals its distinct urban and speculative nature. Housing 

appears to be part of a larger strategy to root investment in certain places.  

Homeownership as a Tool for Urban Development 

The topic of urban growth and development emerged during interviews with 

national policymakers, mortgage lenders, and developers when discussing the rise of 

mortgage-backed homeownership in Peru. Decisions around housing were linked to the 

use of urban space. This was true for the housing projects inside Lima and the increasing 

emphasis on building massive projects in intermediate cities throughout the country for 

the middle class. Whether housing was located in or around the downtown area or more 

towards the outskirts of the city, homeownership programs allowed for the growth of 

middle income neighborhoods or the influx of middle class households into areas that 

were traditionally out of their reach. Through interviews it became evident that new 

properties constructed as part of the government’s homeownership scheme were often 

tied to a larger approach of creating a market for real estate where one did not exist.   

According to the various actors involved, the government’s homeownership 

programs were a means of driving construction, formalization of property, and 

repopulation in underpopulated but urbanizing spaces. For some, lending for 

homeownership was often described as part of a larger strategy to create a thriving real 
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estate market (Interview: August 8th 2013c; Interview: August 9th 2013b; Interview: 

August 27th 2013). Developers perceived this process as the long game. 

In areas outside of Lima’s center and outside of Lima, developers would often 

have to make an investment in other infrastructure and services when developing a 

project (Interview: August 26th 2013a; Interview: August 23rd 2013a). While this was 

initially costly, developers and financers made these upfront investments with the hope 

that the development of FMV-subsidized buildings would attract homebuyers, increasing 

the potential for additional development in the surrounding area. As stated by the 

manager of real estate for one of Peru’s largest commercial banks: 

We need FMV subsidies to build affordable housing. You are able attract 

families with subsidies to live in some areas far from the city. The 

population comes to these areas and then these areas become part of the 

city and then you can build more houses there and profit… So, I profit a 

little at the beginning but after the area becomes more expensive and 

desirable, I am able to get more money. (Interview: September 2nd 2013).  

 

A major developer and one of the largest issuers of FMV-subsidized buildings also noted 

his “place-making” approach that heavily relied on the government’s homeownership 

program. In this case, he was referring to the building of massive FMV-sponsored 

housing projects and associated amenities in emerging cities throughout Peru. He 

connects housing and urbanization to creating a more competitive country: 

We are in the process of trying to build better cities and a more competitive 

country and housing is paramount to this….We are trying to create a country, we 

are in the business of nation-building and our focus is the middle-class. 

(Interview: August 23rd 2013a). 

 

These quotes speak to the issue of using the construction of new housing and more 

broadly, the creation of a mortgage-based housing market to bring value to places. This 

approach directly supports the business of urban developers, financers, and the national 
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economy as a whole. While the poor may receive a handful of new homes, the approach 

is primarily geared at those who can afford and obtain a mortgage and bring spending 

power that will likely benefit the local economy.  

The type of housing being constructed and the location of housing raises 

questions regarding the right to housing and use of urban space. As the country continues 

to urbanize and the right to housing relies more and more on access to credit, what does 

this mean for lower income groups? A top advisor for the Municipality of Lima believes 

that poor people are left out of the housing scheme because national policymakers and 

developers assume they will not participate in the network of mortgage-backed debt: 

 There is now the tendency to reinvent and densify cities. But this is for the 

high- and middle-income. But not for poor people, for reasons they cannot 

explain…We don’t (or can’t) build for poor people because there is no 

land. But for high- and middle-income, land is not an issue. Why? 

(Interview: August 7th 2013). 

 

This respondent works for the Municipality of Lima but his quote also reflects some of 

the national-city level tension around access to the country’s homeownership programs. 

While the effects of FMV-sponsored housing are local, the decisions about it were made 

at the national level and by developers. There has been little input from local authorities. 

Municipalities are often the ones left dealing with the problem of inadequate housing for 

their poorest residents.  

The national government facilitated the financialization of housing. In addition to 

spurring markets for housing finance, they also had to overcome the issues of local 

bureaucracy that would traditionally stall or slow housing construction. When the 

government first implemented homeownership programs, they passed policies that 

allowed for fast-tracked development of FMV-sponsored multifamily buildings. These 
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buildings had special treatment and required little or no approval from local governments. 

For instance, no approval was needed when the land was owned by the national 

government despite the impact it might have on the surrounding neighborhoods. 

A former Minister of Housing described the process of fast-tracking development 

as necessary because the national and local governments did not always have the same 

priorities (Interview: July 26th 2013b). Through interviews it became clear that local 

authorities were not always pleased with the development FMV-sponsored buildings. 

Staff of the Municipality of Lima recalled the pressure such development put on local 

traffic patterns, infrastructure, and services (Interview: August 13th 2013b). They also 

noted the national government’s disregard to any land use planning in favor of rampant 

real estate development. As stated by the head of urban development for the Municipality 

of Lima: 

The Ministry of Housing continues to make decisions with no real 

involvement of the municipalities….With the construction and 

development of housing, they are not thinking on the city as a whole, they 

are just building whenever they can and it is profitable. There have been 

changes. Right now you can see a real estate boom, in my opinion, thanks 

to Fondo MiVivienda. This is positive and good. The problem is that this 

growth is only about units of houses, not about the city…It is fine to do 

houses but they have modified the regulation so that public spaces are not 

important, we have to adjust the law so it is not only the house. (Interview: 

August 13th 2013b). 

 

In recent years, the national and local tensions have bubbled and in some cases, halted 

projects for months. Mayors have been able to stall projects when they do not think their 

residents will benefit from the growth. In a few cases, the developer continues with the 

project by offering up some free housing for poorer residents and community amenities, 

such as a school, soccer field, or community center.  
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 In short, decisions around housing and homeownership in Peru are strategic. They 

are tied to larger goals for the use of space and in particular, urban space. The national 

government, developers, and financers have used the government’s homeownership 

programs to drive growth in targeted areas. The tension around homeownership between 

local and national authorities reflects differing priorities around profit, urban land use, 

and quality of life. The unplanned character of urban densification taking place in Peru 

will likely lead to increasing conflicts over urban space. While the approach brings 

development and housing to some, those with the fewest resources are often left out. The 

new housing and surrounding retail and amenities remain out of reach for certain groups. 

While I was unable to examine the marginalization of communities in the face of massive 

FMV-sponsored projects, there is reason to suspect that this pattern of growth will 

continue to lead to middle class enclaves.  

The Future of Housing and Urban Development in Peru 

FMV’s goal has always been to create thriving real estate markets. Yet, this 

aspect was emphasized less by the Ministry of Housing who instead publicly touted the 

construction of affordable housing. However in 2013, the Ministry of Housing created an 

official program that married homeownership and urban development. For the first time, 

the national government employed a concerted effort to channel investment into urban 

areas outside of Lima. 

Their program, Nuestras Ciudades/Our Cities, is an effort on behalf of the 

national government to bring formal development, people, and investment to intermediate 

cities throughout Peru. The current Chief of Staff to the Minister of Housing and former 
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Vice Minister of Housing described the Ministry’s increasing focus on generating 

investment in urban areas by working more closely with local governments: 

Previously, we weren’t worried about urban development and cities. But 

the current government is changing our view. We are thinking more in 

terms of cities and urban development...We are now giving cities technical 

assistance under our “Our Cities” program to help cities develop 

sustainable urban plans. Even though cities are traditionally local, the 

national government is intervening to develop and attract further 

investments. Our big projects now have the urban concept…We are 

constructing small cities more than just housing. (Interview: August 9th 

2013a). 

 

In some cases, the program involves populating existing cities and at other times, the 

complete creation of new cities. The government’s homeownership programs were 

fundamental to this program, subsidizing the construction of thousands of new units.   

The government introduced Nuestras Ciudades when much of the open spaces 

throughout Lima were saturated with development. In order for widespread housing 

construction and mortgage lending to continue, the government shifted to supporting the 

creation of megaprojects in and around intermediate cities throughout the country. These 

massive projects typically consist of upwards of 10,000-15,000 housing units with the 

concurrent development of recreational, educational, commercial, and industrial areas. 

These developments could span upwards of 250 acres.25 

I also learned that the program partly developed out of pressure from large 

developers to build large-scale developments. In order to continue to participate in the 

FMV homeownership programs, they wanted land and support to build thousands of units 

at a time (Interview: August 9th 2013a; Interview: August 23rd 2013a; Interview: 

September 2nd 2013). Big developers and financers greatly profit from large-scale 

                                                 
25 For comparison, the Pruitt-Igoe housing project located in St. Louis and built in 1956 was much smaller 

than these developments. It consisted of 33 11-story apartment buildings (2,870 apartments) covering 57 

acres of land. It remains one of the largest public housing projects in US history. 



163 

 

formalization and urban development that is catalyzed by government-sponsored 

housing. They benefit from the sale of FMV-subsidized units and the generation of new 

opportunities for development. The question remains, with developers in the driver’s seat, 

who’s needs and desires will future urban development and growth reflect?  

Discussion and Conclusion 

In focusing on the relationship between homeownership and urban development, I 

underscore the multi-dimensional nature of housing. Housing is made up of physical, 

economic, consumption-based, and locational elements (Shlay 1995). In this chapter, I 

focused on the economic and locational elements of housing, which are directly tied to 

the creation of mortgage-based housing markets and the extraction of value from the built 

environment. Value relies on the accessibility and proximity to other homes, businesses, 

and amenities, including the neighborhood, access to services and opportunities, and 

environmental quality, among others. In particular, creating a market for mortgage-

backed homeownership requires certain amenities and structuring that keep the market 

intact and create and protect the value of housing and the surrounding neighborhood 

(Zukin 2009, Smith 2002). It also incentivizes particular locational choices and therefore, 

drives development decisions (Shlay 2015). It is thus no surprise that urban areas are 

often sites for the commodification of land and housing in emerging economies like Peru 

where capital prefers to land. We are seeing the widespread capital accumulation through 

the built environment unfold in Peru and I expect it to continue and intensify in the 

coming years.   

Contemporary urban development in Peru cannot be understood without 

considering housing policy, especially that which is targeted at mortgage-backed 
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homeownership. In recent years, the development of Peru’s urban and mortgage-based 

housing market has coincided with rising land and housing prices and rapid formal urban 

development. Instead of an integrative approach, urban development has resembled a 

process of densification of central areas that supports the widespread construction of new 

condominium buildings. The institutional and spatial nexus buttressing homeownership 

in Peru, demonstrates how gradually and deliberately, land and housing are being 

incorporated into a market system and subsequently, how these practices intensify the 

accumulation of capital in cities. These decisions have not considered the availability of 

open and green spaces, quality of life, or the stress on existing water/sewer infrastructure. 

Instead, housing policy is used by the national government and developers as a tool for 

expanding capital markets and urban development that reflects their own views of 

revitalization and city expansion.  

This is global capitalism at work, creating international networks of credit and 

finance and housing markets that rely on the proliferation of mortgages. Homeowners 

become embedded, sometimes unknowingly, in complex financial networks and 

agreements. Alternatives to this market system exist where market principles are not 

instilled and access to a decent home does not solely rest on access to credit. Houses are 

not seen as mere investments but rather, shelter and subsistence. The use value of a home 

is more important that its exchange value. From a policy perspective, families looking for 

improved shelter have more options than relocating and taking on a mortgage.  

Housing policies have the power to generate a particular type of urban 

development, segregate groups, and concentrate investment in certain places. 

Homeownership is as much about creating viable real estate markets (urban) as it is about 
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deepening the relationship between the housing and financial sectors as discussed in 

previous chapters. An emphasis on homeownership has affected the type of housing 

being built and the use of space throughout Peru. The overall organization of the housing 

market is being largely determined through the government’s homeownership programs. 

As a result, resources and opportunities have become concentrated in certain places and 

for certain groups. This same dynamics play out when examining homeownership on a 

global scale. The globalization of homeownership means that access to mortgage credit 

will increasingly structure housing and spatial opportunities across the globe and likely 

lead to greater inequality. 

The patterns I observe in Peru are characteristic of the larger Latin American 

region whereby urban land is used for capturing private investment and increasingly, 

attracting foreign capital. Government-subsidized housing finance is a tool developers 

can use to reach new markets and channel investment into land and housing. While 

housing can be argued to have always affected neighborhood change (e.g., displacement 

via upper class residents into a neighborhood) the major agents driving this process now 

are governments, corporations, and private-governmental partnerships. Future research 

should continue to examine the ways in which urban development and homeownership-

based policies coincide as strategies to create opportunities for speculation, investment, 

and profit in cities.  
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CHAPTER 6: CONCLUSION 

Introduction 

 

This research contributes to the debates in the areas of the financialization of 

housing, economic globalization, and the production of urban space. This research has 

investigated the development of housing policy in Peru that heavily supports 

homeownership. It is a study of the institutions, actors, and financial practices that 

supported these practices.  

I paid particular attention to the actions of the national government while 

examining the influence of IFIs and the private sector. I also addressed how these policies 

were shaping the urban form in major cities across Peru. This research is a case study on 

how housing markets based on mortgage-backed homeownership develop in emerging 

economies.  

Since the 1990s, Peru’s national government implemented the country’s first 

major set of housing policies. These policies focused exclusively on the provision of 

homeownership to make it easier for households to borrow money for the purchase of a 

new home. Through these actions, the government laid the foundation for a housing 

market that would be based on access to credit. This was a fundamental shift in Peru. 

This dissertation examined these developments and asked a number of questions. How 

were homeownership and the production of mortgages supported through Peru’s national 

policy? How had global actors and institutions facilitated homeownership and its 

financing? And lastly, were homeownership strategies being used as a tool for urban 

development?  
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The larger goal of this work has been to deconstruct the institutionalization of a 

housing paradigm – one that rests on the production of mortgage debt. I set out to provide 

a better understanding of homeownership as a social process. I highlight important social, 

political, and economic interests that come together to create a viable real estate market. I 

also demonstrate that Peru’s widespread support for homeownership cannot be 

understood outside of larger efforts to attract international investment and financial sector 

growth. Ultimately, this is a case of individuals and organizations influencing political 

decisions regarding access to decent housing and the availability of mortgage finance.  

To explore the emergence of mortgage-backed homeownership I focused on the 

political and economic arrangements that transform the built environment into pieces that 

can be bought and sold. Who is setting policy? Who are the winners and losers? What are 

the effects on space? These types of questions framed the research and were aimed at 

revealing human agency behind homeownership. I adopted a political economy approach 

to disrupt conventional ideas of real estate markets and to demonstrate how social 

relations impact markets. Different people and groups have interests in place and those 

interests shape the social and economic use of housing.  

It was also important to examine how support for homeownership and more 

broadly, decision-making around real estate were tied to broader economic and political 

goals. Through this work I was able to examine how homeownership was being used to 

foster capital accumulation through the built environment by expanding networks of 

credit and finance. Homeownership is but one way that capitalist and pro-market pursuits 

play out at the local level.  
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I examined how place-making and the use of space were important factors 

contributing to support for homeownership. Focusing on the perspective of developers 

and lenders shows how investment in homeownership was used as a mechanism to drive 

urban development and local consumerism. Urban areas were targeted with construction 

of new housing and amenities to meet the needs of middle-income homeowners. Housing 

and land in Peru had become appropriated for mortgage-backed homeownership. Support 

for homeownership was as important for organizing the use of housing as it was for the 

use of space  

This dissertation provides an empirical account of how mortgage-backed 

homeownership has spread globally. The findings illustrate a compelling story about an 

important aspect of modern day urbanization in a globalizing world where efforts are 

underway to expand transnational networks of finance and investment. Homeownership 

is not a natural phenomenon as we may be led to believe; instead, it reflects interests 

aimed at expanding the financial sector, investment in the built environment and, 

ultimately, the global economy. In telling the story of homeownership in Peru, I draw on 

several levels of decision-making. I find that the country’s housing policy is very much a 

factor of the interdependent relationship between national and international actors. These 

actors come together over shared goals around housing and global capitalism. Overall, by 

examining the institutional and spatial nexus buttressing homeownership in Peru, this 

study demonstrates how land and housing across the globe are being incorporated into a 

market system and subsequently, how these practices intensify the accumulation of 

capital in cities.   
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This chapter has several parts. In the first section I discuss the research process 

and methods used in this research. In the second section I discuss the major research 

findings and implications. In the third section I discuss the challenges I faced in the 

research process and limitations. I then discuss future research that should be conducted 

as the “globalization of homeownership” continues to unfold across the globe. In the final 

section I conclude with thoughts on what an alternative approach to housing would must 

look like.  

Research Process 

For this research, I applied an institutional approach to highlight the deliberate 

ways in which homeownership was supported in Peru. I focused on international, 

national, and local officials as well as developers and lenders who influenced the 

availability or scarcity of mortgage finance and the construction of new homes. Decision-

making by these groups shaped decision-making processes for households while 

simultaneously endorsing a particular form of housing tenure.  

I collected data for this research from 1.) archival records and documents from 

Peruvian institutions and IFIs and 2.) interviews with representatives from these 

organizations, often identified in the records. Peruvian institutions included those that had 

or have a direct role in designing or implementing housing policy in Peru, such as 

national policymakers, local officials, financers, and developers. In total, I conducted 36 

semi-structured one-on-one interviews. Records provided context on the impetus and 

motivations behind Peru’s housing policy. 

Documents and records were used to identify the major points of political 

intervention in the housing market and in particular, major decisions that supported the 
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facilitation of mortgage-backed homeownership in the country. They were also useful for 

tracing the actors and institutions (many established during this time frame) that were 

instrumental in these decisions. Moreover, the archival research was useful for answering 

the overcharging research question as to how homeownership emerged in Peru and how it 

was buttressed by international support. The interviews provided greater depth into the 

processes that shaped Peruvian housing policy and the motivations and actions of both 

international and national institutions that were not apparent through official records. 

From the interviews I was also able to discern how respondents expressed satisfaction or 

disappointment with the way in which homeownership policy had been implemented and 

the effects on people and places.  

I also examined the role of international financial institutions (IFIs). IFIs create, 

alter, and constrain choices available to national governments in developing countries and 

that appeared to be the case in Peru based on international resources targeted at the 

housing sector. Data from archival research and interviews from the variety of these 

institutions were used to explore the interplay between interests, power, and ideas 

between national and international institutions. This allowed me to bring the temporal 

chain of events into focus and develop the causal connections between actions and 

support from IFIs. I also examined the extent to which the government’s agenda and 

priorities coincided and diverged from the priorities set forth by the IFIs.  

 The interviewing protocol and approach also evolved over time. How 

homeownership was discussed varied among respondents. While all respondents had a 

stake in making homeownership succeed, their viewpoints differed based on their 

relationship to the system. I also learned that homeownership was discussed differently in 



171 

 

a public versus private setting. Ultimately, it was a topic that was shaped by one’s view 

on a society’s right to adequate housing, belief in the American dream, faith in the credit 

system, and ideas of what urban development should resemble. As the research 

progressed, respondent narratives exposed the main issues discussed in this dissertation, 

which were explored further during successive interviews until all major themes were 

fleshed out. A major benefit to this research was that I was able interview people that had 

lived through the changes and in many cases, initiated the reforms. 

Major Research Findings and Implications 

 National housing policy has overwhelmingly supported mortgage-backed 

homeownership in Peru, fueling the development of a real estate and 

mortgage market. 

 

 Since the 1990’s, the government has introduced policies and programs that 

promote homeownership as the primary response to the country’s lack of affordable and 

adequate housing. Similar to the US, the government has taken a leading role in arranging 

the housing and finance sectors for the creation of a mortgage-based housing market. 

The government’s support for homeownership began with a country-wide titling program 

and is continued by current efforts to implement mortgage securitization, a crucial step 

for integrating the country’s housing sector within the global economy. This has involved 

a series of institutional and regulatory actions aimed at bringing together public and 

private institutions to grow a market for mortgage-backed homeownership.  

In 1993, with the dismantling of the country’s institutions that provided actual 

homes, cheap financing, and other resources for housing, the government approached the 

housing market with a blank slate. Decisions to facilitate private housing finance and 

construction created a pathway for market-oriented reform. These actions on behalf of the 
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national government ultimately gave way to the creation of new infrastructure for 

market-oriented economic growth, commodification, and the rule of capital within the 

country’s housing market.  

Peru’s homeownership policy has embraced many neoliberal principles and is 

aimed at the restructuring of the housing market. The national government created the 

conditions so that the private real estate market could be arranged for the extraction of 

value. Fondo Mivivienda together with the Ministry of Housing provided the institutional 

framework and financial incentives to open up new markets for homeownership. The 

premise being that once ‘enabled’, the private sector could meet the housing needs of 

low-income and other vulnerable populations. The government’s general approach was to 

reduce market informality (i.e., through titling and registration) and build confidence 

among residents and the private sector in a seemingly predictable institution of ownership 

and housing finance (i.e. through financial incentives and public promotion). These 

practices normalized and intensified the financial practices taking hold within the housing 

sector. Housing became increasingly treated as a product to be bought and sold on the 

market instead of a social good. Consequently, housing policy in Peru, while having 

social goals, has been subordinated to macroeconomic goals of a neoliberal nature. 

 

 Support for government-sponsored homeownership was tied to larger efforts 

to develop a real estate market, deepen the financial sector, and build a 

modern consumer economy.  

 

The discourse of the government and private sector around the provision of 

government-sponsored homeownership programs revealed a difference in priorities and 

motivations. The government consistently touted the potential of homeownership 
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programs to provide much needed assistance to low-and moderate-income households. 

While the private sector was the conduit of the government’s housing assistance, they did 

not view their participation in the homeownership programs as providing a public good. 

Instead, it provided opportunities for expanding networks of credit and the accumulation 

of capital within the built environment. In this way, housing policies increased credit 

profitability or rather, the selling of money. To the private sector, homeownership 

represented a mortgage transaction and more broadly, the growth of middle class 

neighborhoods that relied more heavily on credit and new neighborhood amenities.   

Government assistance for mortgage-backed homeownership was another 

mechanism for creating consumers, especially those that relied on credit. Homeownership 

serves as a tool by which households become embedded within networks of credit and 

debt. The private sector particularly highlighted how they viewed middle-class 

homeownership as a means of growing a culture of credit and banking as well as creating 

a need for new infrastructure to meeting the growing consumer demand. FMV’s 

homeownership programs did more than just integrate housing into the financial sector, 

but was also associated with consumerism and the development of other financial 

products to serve the growing middle class such as credit cards. 

For these reasons, homeownership can be viewed as the lynchpin tying the 

housing and financial sectors together. Findings show that efforts to integrate these 

markets resulted in housing assistance for the creditworthy. It created the assumption that 

one needed a loan to live in a house; debt-encumbered homeownership went 

unquestioned. The government focused on the facilitation of housing finance and the 

provision of cheap or free land for private development of new homes. These actions 
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consisted of a series of political compromises to entice private sector participation. In the 

end, the design and flexibility of the homeownership programs allowed the private sector 

to deliver subsidized-homeownership in a way that maximized profit and excluded much 

of the low-income population. Government resources were reserved for those willing and 

able to invest in their housing. Of course, whether or not homeownership will prove to be 

a durable investment in Peru for both the government and homebuyers remains to be 

seen.  

 

 The spread of mortgage-backed homeownership supports economic 

globalization. International financial institutions played a crucial role in 

establishing a market for mortgage-backed homeownership in Peru 

 

The role of development banks in homeownership in Peru cannot be understated, 

especially in terms of establishing the building blocks for the development of a primary 

and secondary mortgage market. Since the 1990s, all of Peru’s housing programs and 

policies have been financially supported and tied to recommendations by the World Bank 

Group, the IMF, or the IDB. Findings show that the government worked closely with IFIs 

to set up a strong mortgage market that would support widespread homeownership and 

the development of a secondary mortgage market.  

While it may appear that housing reforms are national in scope, they are unfolding 

against the backdrop of global capitalism. This was evident in Peru. The housing market 

is a unique sector in which global and national interests converge. The national 

government and IFIs shared varying levels of consensus around engaging the private 

sector in housing provision, financial sophistication and standardization in mortgage 

lending, and deepening the financial sector. In the case of Peru, IFIs had a strong interest 
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in developing a homeownership-based housing market, similar to other developing 

countries. IFIs provided resources and guidance so that housing reforms supported 

homeownership as a means of strengthening the financial sector and providing a channel 

for foreign direct investment.  

These findings suggest that the state together with international organizations 

worked together to enable mortgage-backed homeownership in Peru. Beginning with the 

formalization of property rights and the current efforts to expand mortgage securitization, 

the development of homeownership policies and programs in Peru revealed an ongoing 

process among international organizations and Peru’s national government to delocalize 

residential and commercial property and embed it within global capital markets. This 

process required buy-in from banks and developers as well as legal, regulatory, and 

institutional policies that create standard practices and confidence in mortgage lending. 

In Peru, to view the nation-state as the only actor would ignore the way in which 

coordinated efforts occur within shared pursuits to integrate Peru’s economy within 

regional and global markets. The case of Peru is useful for understanding the role of the 

national government in developing institutionalized mechanisms for housing finance and 

how this role has been facilitated by IFIs. Homeownership remains one of the few policy 

areas in Peru that goes unchallenged among very polarized Administrations. The 

unwavering support for these policies from IFIs may have played a role in the country’s 

continuation of homeownership policies and programs. Whether or not that is the case, a 

shared consensus around increasing the availability of mortgage credit and its subsequent 

integration into the global investment arena is still present in Peru. These findings serve 

as an empirical example of global capitalism at work.  
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 Mortgage-backed homeownership was also linked to place-making and 

urban development.  

 

Housing constructed and purchased with FMV subsidies was developed in 

urbanizing areas and concentrated in certain neighborhoods. This was not by accident and 

instead, the concentration of FMV properties throughout Peru revealed the speculative 

nature of such decision-making. Homeownership was part of a larger strategy to root 

investment in certain places and create more value within the built environment upon 

which loans could be made.  

Contemporary urban development in Peru is largely shaped by housing policy, 

especially that which is targeted at mortgage-backed homeownership. In recent years, the 

development of Peru’s urban and mortgage-based housing market has coincided with 

rising land and housing prices and rapid formal urban development. Instead of an 

integrative approach, urban development has resembled a process of densification of 

central areas that supports the widespread construction of new condominium buildings 

and amenities for new homebuyers. These place-based efforts are aimed at creating value 

within the built environment. Mortgage-backed homeownership requires certain 

amenities and structuring that create and protect the value of housing and the surrounding 

neighborhood. In Peru, new condominium buildings and commercial development send 

signals of formalization and wealth. In this way, housing policies have the power to 

generate a particular type of urban development to segregate groups and to concentrate 

investment in certain places.  

I found that the government’s homeownership programs were a means of driving 

construction, formalization of property, and repopulation in underpopulated but 
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urbanizing spaces. Urban areas are often sites for the commodification of land and 

housing in emerging economies like Peru where capital has a tendency to land. As a 

result, resources and opportunities have become concentrated in certain places and for 

certain groups. These decisions have not considered more “local” priorities such as the 

availability open and green spaces, quality of life, or the stress on existing water/sewer 

infrastructure. Instead, housing policy is used by the national government and developers 

as a tool for expanding capital markets and urban development that reflects their own 

views of revitalization and city expansion.  

 

 The findings of this research are not unique to Peru. Practices to support 

mortgage-backed homeownership are taking hold across the world and are 

being led by national and international actors. I refer to the spread of these 

practices as the globalization of homeownership.   

 

A major goal of this research was to demonstrate how homeownership is a social 

phenomenon – how it comes to be through the deliberate creation of an institutional 

network that binds together individuals, housing, and finance. This process results from 

institutional, political, and regulatory changes that pave the way for widespread mortgage 

lending. While most efforts to facilitate mortgage-backed homeownership take place at 

the national scale, international financial institutions are supporting them in developing 

countries by providing policy guidance through recommendations and project finance.   

There are a few factors behind why I refer to the spread of homeownership as a 

globalizing process. The concept captures the economic, political, and ideological aspects 

of mortgage-backed homeownership. First, this research revealed the spread of a 

homeownership ideology. Despite the recent housing crisis that led to financial 

repercussions across the world, policymakers in Peru continue to have faith in mortgage-
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backed homeownership. This resulted in large part from IFIs that spread the idea and 

financed projects throughout Latin America. In Peru, these ideas were institutionalized 

and maintained through the creation of FMV. Their practices and mission were built on 

the assumed benefits of homeownership. Findings demonstrate how norms and taken-for-

granted beliefs surrounding debt-encumbered homeownership become are transferred and 

institutionalized. 

Second, efforts to support homeownership in Peru and many other emerging 

economies are not insular. Policies are implemented at the national scale. But the push 

can come from above. Guidance and upfront financing to establish critical institutions to 

support homeownership, such as mortgage guarantees and entities developed to support 

the primary and secondary mortgage markets, have come from a network of transnational 

actors. In addition to the financing of actual in-country projects, one way that IFIs embed 

recommendations to support widespread mortgage lending is through their partnership 

agreements with borrowing countries. These recommendations and projects are in line 

with other efforts to promote economic liberalization and open markets.  

Lastly, I refer to the spread of national governments devoting resources to expand 

access to housing finance as the globalization of homeownership because it results in a 

system by which land and housing are incorporated into a market system. This is global 

capitalism at work. In this way, homeownership has become an international practice to 

intensify land values, create a market system within housing, and promote economic 

globalization through mortgage-backed homeownership. As homes become regarded as 

commodities, actual homes, mortgages, and other practices and institutions associated 

with homeownership are becoming more and more similar across countries. The 
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infrastructure surrounding homeownership in Nigeria, now resembles that of Peru. These 

practices impose market principles in the organization of housing sectors, bolster 

investor confidence, and promote the flow of capital in and out of housing markets.  

The globalization of homeownership will remain an important area of study 

because of the impact it has on international, national, and local economies and the 

stratification it imposes on households and places. Capital will flow to certain places and 

creditworthy households will benefit. These efforts are in line with other neoliberal 

reforms and reflect a reliance on the market to meet the needs of those able to participate. 

The formalization of property rights, the direct provision of mortgage subsidies, 

guaranteeing of loans, and establishing the legal and regulatory framework for direct 

investment in mortgages, has proven to be quite costly and often at the expense of the 

most vulnerable, under-resourced households. This is to suggest that access to mortgage 

credit will increasingly structure housing and spatial opportunities across the globe and 

likely lead to greater inequality.  

Research Challenges and Limitations 

As with any study there were challenges faced in the research process and 

limitations associated with the analytic design. This project was primarily exploratory 

research. I set out to explore how mortgage-backed homeownership evolved in Peru. 

While the project had a defined scope, it also required that I learn more about the context 

in which these changes emerged. This meant I had to learn more about the culture of 

decision-making in Peru. Who and what had influence and more specifically, historically 

what was the relationship between the public and private sectors around housing? Data 

collection and analysis evolved as I learned new information and conducted interviews. 
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Often times, new information led to more questions. My analytical approach had to 

remain flexible as I constructed the story of homeownership in Peru based on varying, 

but rich narratives.  

Another challenge with this research was getting respondents to think critically 

about homeownership. It was so commonly accepted that questions regarding decision-

making and motivations around homeownership were initially met with blank stares. 

What was there to discuss – homeownership was the American dream, not a scandal or 

site of major corruption? I learned early on in the research that asking simple questions 

on homeownership would not result in much detail. Nor were respondents prepared to tie 

these decisions to larger economic or political phenomenon. I had to adjust my 

questioning to evoke more reflective responses on what steps were involved to develop 

homeownership programs, the actors involved, and the motivations and goals of those 

involved. Often times this led to questioning about specific policy decisions and well as 

broader questions regarding the respondents’ views on the role of housing in the 

economy and opinion towards government support for housing assistance. I also asked 

about the inverse of homeownership – why policies did not address renters or what 

happened to those unable to afford homeownership, and more generally ideas on the role 

of government in housing. These questions shed more light on the priorities of those 

supporting and implementing homeownership throughout the country.  

The findings of this research are also limited based on those I interviewed. My 

approach was interviewing those involved in the facilitation and implementation of 

mortgage-backed homeownership. All of the respondents were in positions of power, 

meaning they had or have political influence and private capital invested in making 
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homeownership successful. Although I incorporate a diverse set of perspectives, I 

provide a top-down view on homeownership. I did not interview those most arguably 

affected by homeownership policies on the ground, such as homebuyers, those unable to 

receive a mortgage loan, and organizations working to advance housing solutions beyond 

that of homeownership. This required that I maintain a critical perspective and consult a 

variety of secondary sources along the way. I often asked about conflicting perspectives 

during interviews as well to learn about the perceived sensitivities from those in more 

powerful positions.  

Lastly, a note on the generalization of these findings. While neoliberalizaiton is a 

broad, macrostructural trend, the actual local manifestations have to do with the 

interaction of policies with pre-existing socio-economic and demographic conditions in 

particular places. I hope to have demonstrated that homeownership is one of these local 

manifestations through which neoliberalism plays out. The overarching policy trends, 

actors involved, and priorities that characterize support for housing in Peru are likely to 

be found in countries embracing a similar model. However, the specifics of how 

homeownership is delivered and institutionalized will likely vary across places. In 

addition, neoliberalization is not a static, unchanging process that produces homogeneous 

outcomes and identical socio-spatial effects across diverse territories. The outcomes of 

such policy, such as segregation and gentrification, will also be different from place to 

place.  

Future Research  

 

Future research needs to explore the social outcomes of homeownership in Peru 

as mortgage lending continues to rise. An important question that emerges from this 
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current research relates to the effects of homeownership-based housing policy on the 

housing outcomes of low-income groups, especially those residing in more rural areas. 

Does the state of low-income housing improve or deteriorate in light of government-

sponsored efforts to support homeownership and concentrate resources in urban areas? 

Second is the question of whether or not mortgage lending is sustainable in Peru. Given 

Peru’s sometimes volatile economy and informal employment sector, has mortgage-

backed homeownership proven to be affordable for middle-income households? What is 

the landscape of foreclosures and arrearages? Are there certain segments of new 

homebuyers worse off than others? The answers to these questions will shed light on the 

success of mortgage lending and the effects on those unable to participate.  

Another major issue that calls for further research is that of uneven development 

and displacement as outcomes of contemporary mortgage lending. While I was able to 

point to instances in which homeownership led to the development of middle-class 

enclaves, I was unable to assess if this was ubiquitous of homeownership, led to 

displacement of other households or shifted residential patterns. In this sense, it would be 

interesting to look at how the market value of neighborhoods changed in relation to 

increases in mortgage-backed homeownership. Further, research should examine these 

outcomes on everyday lives of residents. This would include examining how the 

opportunity structure available to individuals and families in different neighborhoods is 

altered by concentrations of mortgage lending. Additionally, as some communities are 

preferred by capital over others, what are the consequences for households in areas of 

investment and those facing disinvestment? These consequences can include access to 

adequate housing, transportation, jobs, education, shopping, and healthcare.  
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These findings also point to important questions for theorists related to the 

relationship between financialization, space, and the everyday life of residents. The 

magnitude of debt being introduced to households across Peru is still very new as is the 

concept of debt-encumbered homeownership. This raises questions about social and 

spatial relationships between individuals and their homes as they are transformed into 

financial commodities governed by markets and bought and sold by institutions. How 

does this affect the stability of households and social relationships? How do households 

think about the exchange value of their house and how does that impact places and 

relationships? These questions delve deeper into the relationship between urban 

development and homeownership as cities and housing become strategic sites for 

speculation, investment, and profit-making. 

Finally, there is a growing concern that a more liquid primary market in Peru may 

be required in the near future. Currently, most banks sell their loans to FMV or hold them 

on their books. Banks, along with the major association of developers, and international 

organizations are working to develop a platform for standardizing these loans across 

banks. There are hopes for a more active secondary mortgage market and securitization. 

If a secondary market were to take hold in Peru, research should examine how patterns in 

mortgage lending change and how the increased financialization of housing affects 

neighborhoods and their residents.   

 

Conclusion 

The findings of this research are useful for understanding the extent to which 

decisions around housing and homeownership are part of larger socioeconomic goals 

including the formalization of the economy, the deepening of the financial sector, and 
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attracting investment for urban development. Using Peru as a case study, I demonstrate 

the process by which housing markets are created through the provision of mortgage-

backed debt. The recent housing crisis in the US has spurred renewed attention to the role 

of actors and institutions in shaping land and housing markets and this study continues in 

this tradition. Since the crisis, a growing body of research has focused on the increasing 

complexity and financialization of mortgage systems and their implications for capital 

accumulation and the built environment. The intellectual merit of this research lies in its 

effort to uncover the mechanisms that lead to similar outcomes in other countries. In 

order to maintain the expansion of capital flows within a global system, new people and 

places must be incorporated within the market system. This is essentially what is 

happening in Peru. The financialization of space is dependent upon the creation and 

control of land markets and the built environment for capital accumulation.  

This research also introduces the notion of the “globalization of homeownership” 

to account for the social processes responsible for shaping residential choices and 

developing market-based housing markets. This is critical for advancing our 

understanding of the social forces that underlie housing markets, household mortgage 

debt, and development and investment in the built environment. Through this research 

my goal was to integrate and expand sociological theories on urban development and 

global capitalism to explain the emergence of particular, historically-situated housing 

policy and markets.   

Finally, global capitalism can be abstract – a difficult concept to understand and 

explain. This research demonstrated that global capitalism was not just a factor of open 

markets but also national and international actors. This study contributes to existing 
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literature on the role and limits of the state in establishing the legal, regulatory, and 

institutional infrastructure necessary for the expansion of homeownership and systems of 

housing finance that are integrated into the global economy. By looking at the role of 

international actors, this work demonstrates the interdependent relationship between real 

estate and finance at different geographical scales. It provides a better understanding of 

how local, national, and international actors and institutions facilitate or impede 

homeownership, secondary mortgage markets, and securitization. In this study, 

homeownership-based policy and housing finance are also viewed as a strategy for 

development on behalf of international organizations. In these ways, this study 

contributes to our sociological knowledge of the ways in which markets that support 

homeownership are created and expanded as a means of supporting the global economy.   
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