
by Mike Balkwill

We need a community-based hous-
ing sector that can be a strong,

long-term influence in the housing mar-
ket, that operates with a high degree of
independence in decision-making, and
is a good manager of public resources.
There are two factors which will deter-
mine our evolution in this direction. The
first  factor  is access  to  development
capital, and the second factor is the abil-
ity to form joint venture partnerships
which allow for learning and technology
transfer between the private and com-
munity sector.

Jane Jacobs’ writing is useful in un-
derstanding the importance of capital
and partnerships in the development of
new economic sectors. In her book The
Economy Of Cities, she describes the
importance of capital for community-
based  organizations, particularly with
respect to its role in creating “new
work.” Whether the role you play in the
housing market is “residual” or “institu-
tional” depends on your capacity to be
self-sufficient and self-determining.
Traditionally, says Jacobs, the process
of self-determination (which she calls
“import-replacement”) begins with the
process of adding new work on to old.

This process of self-determination, or
import-replacement, requires the inven-
tion of the new work and the provision
of small amounts of capital through new
financial arrangements.

Jane Jacobs’ story of how the Japa-
nese bicycle industry began is a useful
analogy for considering the next stage in
the development of an independent,
community-based  affordable  housing
sector.

After bicycles were imported into Ja-
pan, shops to repair them sprung up in
the big cities. In Tokyo, the repair work
was done in numerous one- and two-per-
son shops. Imported spare parts were
expensive and broken bicycles were too
valuable to cannibalize for parts. Many

repair shops thus found it worthwhile to
make replacement parts them-
selves—not difficult if a man special-
ized in one kind of part, as many
repairmen did. In this way, groups of
bicycle repair shops were almost doing
the work of manufacturing entire bicy-
cles. That step was taken by bicycle as-
semblers who bought parts, on contract,
from repairmen: the repairmen had be-
come “light manufacturers.”
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Far from being costly to develop,
bicycle manufacturing in Japan,
paid its way right through its own
development stages.  Moreover,
most of the work of making appro-
priate production equipment was
added  to the  Japanese economy
too, gradually and in concert with
the development of bicycle manu-
facturing.

The Japanese got much more than
a bicycle industry. They had ac-
quired a pattern for many of their
other achievements in industriali-
zation: a system of breaking com-
plex manufacturing work into
relatively simple fragments in
autonomous shops.  The method
was soon used to produce many
other goods and is still much used
in Japan. Parts making has become
a  standard  foot-hold for adding
new  work. Sony, the enormous
manufacturer  of communication
equipment, began, at the end of
WWII, as a small-parts shop in

Tokyo, making tubes on contract
for radio assemblers, and was built
up by adding to this the manufac-
turing of whole radios (for which
some parts were bought from other
suppliers) and then other types of
communications and electronic
goods. (pp. 64-65)

It may be analogous to say that the
current not-for-profit housing sector is
similar to the situation of the bicycle
repair industry in Japan after WWII.
Many not-for-profit organizations (we
refer here to the resource groups, but
also to the sponsoring organizations and
various sector organizations) have the
capacity to do many small parts of the
housing production business. A critical
mass of skills, knowledge, and confi-
dence may be being reached where an
independent not-for-profit housing sec-
tor can take responsibility for a larger
part of the process of producing afford-
able  housing.  A viable,  community-
based affordable housing sector may be
in the process of emerging, much as the
bicycle assembly emerged from the net-
work of bicycle repairmen in Japan.

Jacobs states that the emergence of
new work occurs organically, but the
emergence of a viable network of or-
ganizations doing “new work” (i.e.. a
sector or an industry) is related to the
provision of small and targeted amounts
of capital to support these emerging or-
ganizations. The creation of new work,
(which in this instance means the crea-
tion of an independent,  community-
based affordable housing sector) must
be accompanied by the support of capital
investment. Jacobs says, “Capital by it-
self can create nothing; and there is noth-
ing in which to invest development
capital of any magnitude until there are
already in existence various starting
points, however small.” She says it is
important to begin with small sums of
capital: “to use capital purposefully and
knowledgeably for development is im-
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possible unless small sums have first
gone—most  likely for  quite different
purposes—into a multiplicity of new
ventures.” (p. 215)

Jane Jacobs tells the story of how the
science-based industries in the Boston
area were stimulated by the formation of
a specific development capital invest-
ment group called American Research
and Development (see pp. 204-08 for the
detailed story). By matching a “new”
capital source with a new form of work,
a long-term and systemic change was
made to the Boston economy and, to a
limited extent, to the national economy.
Not only were science-based industries
stimulated by this investment strategy,
but the form of the development capital
investment organization itself was cop-
ied, thereby strengthening the invest-
ment infrastructure. This in turn
supported the creation of additional new
work and new industries.

Jacobs recommends that

It would seem, from past experi-
ence in developing economies,
that the way to create these organi-
zations might be for the govern-
ment to establish considerable
numbers of small and decentral-
ized lending agencies in the local
economies of various cit-
ies—more of them in the larger
cities —and to encourage them to
specialize by seeking out promis-
ing new goods and services being
added to the older work in their
cities. They would have failures,

but they would also finance un-
precedented industries. (p. 212)

It is not, however, typically the policy
of governments to provide development
capital to not-for-profit organizations.
Jane Jacobs describes government’s tra-
ditional reluctance in this area.

2 factors are critical: access
to development capital, and
joint venture partnerships

which transfer learning and
technology between the private

and community sector

Perhaps it is because people who
run government activities, the
world over, tend to seek sweeping
answers to problems: that is, an-
swers capable  of being  applied
wholesale the instant they are
adopted.  People  in government
work . . . do not seem to bring their
minds to bear on a particular and
often seemingly small problem in
one particular place. And yet that
is how innovations of any sort are
apt to begin, including financial
ones. (p. 210, emphasis added)

Jacobs also says that

Capital is not used this way by
most agencies of government, es-
pecially those presiding over serv-
ices for “the general welfare.”

Those agencies tend to use capital,
for the most part, as if money itself
were capable of solving problems
and promoting the general good. Is
an  education  system, a housing
program, a health system collaps-
ing? More money, for more of the
same, is the common prescription.
But without creativity, . . . there is
really very little, if any, “progress”
that money can buy. (p. 216)

If a viable network of community-
based providers of affordable housing is
to  develop, these  organizations must
also be able to form novel and reciprocal
partnerships with existing organiza-
tions. The non-profit housing policy of
the government over the past years has
allowed a certain level of partnership to
develop between community organiza-
tions, resource groups, and the private
producers of housing. The non-profit
housing sector may have come as far as
it can without independent capital of its
own. Sector organizations must develop
the capacity to bring their own money to
the table for land acquisition and devel-
opment.

Federal and provincial governments
should provide  loan guarantees as  a
means to assist community-based hous-
ing providers in creating housing forms
that retain equity and capital within the
community as a form of public profit.
This will also facilitate the creation of
public-private  partnership  technology
transfer that is necessary to build a strong,
community-based housing sector.�
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