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UNITED STAT. ,NTERNATIONAL DEVELOPMENT COO; ATION AGENCY
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 
WASHINGTON DC 20523
 

ASSISTANT /ADMINISTRATOR 	 -' 
t ,4t/k 

9/2-14 / 

GJARANTY AUTHORIZAION 

PROJECt NO. 532-W--011 

PROVIDED FRM : Housing Guaranty Authority 

The Government of Jamaica 

Pursuant to the authority vested in the Assistant Administrator, Bureau for Latin 
America and the Caribbean by the Fbreign Assistance Act of 1961, as amended 
(FAA), and the delegations of authority issued thereunder, I hercby authorize the 
issuance of guaranties pursuant to Section 222 of the FAA of not to exceed 
Fifteen Million Dollars ($15,000,000) in face amount, assuring against losses 
(of not to exceed one hundred percent (100%) of loan investment and interest)
with respect to loans by eligible U.S. investors (Investor) acceptable to A.I.D.,..1,&,,,.,c shallotr activities in - -

These guaranties shall be subject to the following terms and conditions: 

1. 71erm of Guaranty: The loans shall extend for a period of up to thirty 
years (30) frcn the: date of disbursement and may include a grace period
of up to ten years on repayment of principal. The guaranties of the 
loans shall extend for a period beginning with disbur-emenit of the 
loans and shall continue until such time as the Investor has been paid
in full pursuant to the terms of the loans. 

2. 	 Interest Rate: The rate of interest payable to the Investor pursuant 
to the loans shall not exceed the allowable rate of interest prescribed 
pursuant to Section 223(f) of the FAA and shall be consistent with 
rates of interest generally available for similar types of loans made 
in the long term U.S. capital markets. 

3. 	 Government of Jamaica Guaranty: The Government of Jamaica shall 
provide for a full faith and credit guaranty to indemnify A.I.D. 
against all losses arising by virtue of A.I.D.'s guaranties to the 
Investor or from non-payment of the guaranty fee.
 

4. Fee: The fee of the United States shall be payable in dollars and 
sE-ll t"e cnr-"!ilf cEf one percent (1/2%) per annum of the outstanding 
guarantr:: -:, u of t-.: 1c2n. plus a fi:*:d aumount equal to one percent 
(1%) of the amount of the loans authorized or any part thereof, to be 
paid as A.I.D. may determine upon disbursement of the loans. 
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5. Eligibility Dates: Shelter activities commenced under Phase I
(532-HG-010) shall be eligible for reimbursement under Phase II (532-HG-011)

so long as such activities meet all of the criteria in the Phase I and Phase
 
II authorizations.
 

6. Other Terms and Conditions: 
The project shall be subject to the following

conditions precedent to first disbursement under Phase II and to such other
 
terms and conditions as A.I.D. may deem necessary:
 

A. Progress satisfactory to A.I.D. on implementation of the Phase I $15.0million loan, Project No. 532-HG-010, including a new revised cost recovery
plan and agreement on new land tenure instruments; 

B. Reorganized and adequately staffed Sites and Services and Comunity
Development Units in the Ministry of Construction;
 

C. A Phase II Project Delivery Plan including a financial and
construction schedule for each sub-project; 

D. A substantial number of leases shall be signed to cover the individual
projects that have been completed under the Phase I project; and 

E. The completion of a study, in form and substance satisfactory 'to

A.I.D., of the interest rate structure in Jamaica and its effect on the
 
housing sector.
 

Marshall D. Brown
 
Acting Assistant Administrator
 

Bureau for Latin America and the Caribbean
 

nal-P 

Clearances: 
PRE/H:D6ScVoy (Draft) 8/18/81
GC/i:MKitay (Drafts "'88/81
LAC/DR: ILevy
IAC/CAR:GHill (Draft)
GC/rAC: BVeret '/-, 
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I. SUMMARY AND RECOMMENDATIONS
 

A. INTRODUCTION AND BACKGROUND
 

This Project Paper covers the second phase ($15.0 million) of a $30.0
 
million program which originally provided Housing Guaranty (HG) financing for
urban (tenement-area) upgrading, squatter settlements improvement and rural
 
homes improvement. 
 It was designed to assist the Government of Jamaica (GOJ)

and the Jamaican private sector with the development of the institutional,

financial and planning framework necessary to carry out these program elements
 
on a continuing basis. 
 The first $15.0 million (Phase I) was authorized in
 
September 1977 (532-HG-010) and the contract documents were signed in February
 
1978.
 

The proposal contained in the PP represents some modifications to the
 
program as originally set forth in the first Project Paper, both in the imple
menting institutions and in the program content. 
 It is based on the experi
ence to date in implementing Phase I which is set 
forth in two evaluations
 
undertaken in September 1979 and July 1981 but also reflects AID's long

experience in the housing sector in Jamaica which includes a series of HG
 
loans and grant assistance. It also takes into account the recent change in
 
Jamaica's government and the deteriorated economic situatiolL existing when the
 
new Government took office late last year.
 

The Phase I program provided $10.0 million for the urban upgrading

program and $2.5 million each to squatter settlements improvement and rural
 
homes improvement. 
 However, management problems, conceptual differences and

problems resulting from the political campaign resulted in a shift from the
 
urban upgrading program to the squatter settlements improvement program. 
In
addition, the home improvement loan program was expanded to include both rural
 
and urban credit union members.
 

Problems associated with the above, the overall economic situation, and
 
the departure of the Regional Housing Officer and the technical assistance
 
advisor in July of last year, replacements not arriving until March and
 
February 1981, respectively, have left the entire program behind schedule.
 

However, the new government is producing continuing changes in policy,

institutions and new personnel aimed at improving management and implemen
tation performance including the shelter sector. 
This new climate plus the

lessons learned and experience gained to date in Phase I argue for moving

ahead now on Phase II and completing Phase I. 
(Section II.C.1. describes the
 
experiences of Phase I in more detail).
 

To this end, USAIn has had discussions with the GOJ about the desir
ability of completing the drawdowns on Phase I as rapidly as possible and

moving ahead with a Phase II by the end of September. The COJ has responded

positively, citing steps it is taking to strengthen its management and imple
mentation capacity and seeking furthet, technical assistance. The latter
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includes help in completing its national housing policy and assistance with a
 
national settlements strategy.
 

B. THE PROBLEM TO BE ADDRESSED
 

All of the statistics relative to shelter shortcomings in Jamaica cited
 
in the PP in Phase I, both in terms of absolute shortages and in terms of the

availability of amenities and deteriorated neighborhood conditions, continue
 
to apply. 
 In fact, they now are worse and the problem, as in all developing
 
countries, impacts most heavily on the poor.
 

The Phase I PP cited estimates in 
1977 of the need for 20,000 new units
 
per year for ten years to keep abreast of population growth without taking

into account improvement or replacement of the vast backlog of sub-standard
 
buildings. More recent estimates suggest that there should have been some
 
22,000 new units built per year from 1970-80. In 1979, it was estimated that

74 percent of the Kingston Metropolitan Area (KMA) population lived in tene
ments and squatter communities under sub-standard conditions (overcrowded,

unsafe and lacking water, sanitary and electricity facilities) and that 45
 
percent of all "low-income" households occupied dwellings of this character.
 

Efforts in providing new shelter over the past ten years have, however,
 
resulted in only 5,000 new units or serviced plots per year, far below the
 
needs. While figures are imprecise, direct AID experience under Phase I,

despite providing some families with improved shelter and helping to establish
 
a governmental mechanism for the continued improvement of squatter communi
ties, indicates there is still a large and growing number of squatter com
munities in need of upgrading. Furthermore, the growth of squatter communi
ties is likely to continue given the increasing cost of conventional housing,

the slow pace of new construction, continued rural to urban migration and the
 
relatively high rate of natural population increase.
 

New projections for Jamaica's population, now 2.2 million, indicate a
 
growth of some 415,000 during the current decade, with the fastest growth

occuring in the 20-30 year age group--the group which will have the greatest

need for housing and probably be most vocal about it. 
 The result is that new
 
estimates for housing needs exceed 20,000 units per annum.
 

The problem, which needs to be addressed and defined in a comprehensive

national shelter policy, falls roughly into three elements: conceptual--what

level of shelter and amenities should be provided; financial--how to raise the
 
resources to finance the housing and the related issue of cost recovery; and
 
delivery--that is, how can both the government and the private sector be
 
geared-up to produce the solutions. The GOJ currently is working on a
 
national shelter policy.
 

C. SUMMARY PROJECT DESCRIPTION
 

1. The Project
 

The project will provide for an additional $15.0 million in HG financing

for two sub-projects; approximately $10.0 million for a program to improve
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squatter settlements and up to $5.0 million for a program of home improvemen
 
loans to members of Jamaica's creditunions. All sub-projects will be aimed
 
at families earning below the median income
 

The Ministry of Finance will be the borrower and will make funds
 
available tothe two sub-projects.
 

a. The Squatter Settlements Improvement Program: This component will
 
provide financing for land tenure, water,sewerage, drainage, roads, footpaths
 
and electricity but will not necessarily include all elements at each site.
 
Tenure will be provided in the form of a leasehold. It will be implemented by

the newly reorganized Sites and Services Division (SSD) of the Ministry of
 
Construction (4OC).
 

The exact cost recovery formula has not been established yet, however, an
 
approach acceptable to AID will be a condition precedent to disbursement under
 
the project. (See Section VII for-an illustrative approach).
 

b. Home Improvement Program: This component will provide financing
 
for home improvement loans to families who belong to member organizations of
 
the Jamaica Cooperative Credit 'Inion League (JCCUL). Any family earning below
 
the median urban income who belongs to a JCCUL member organization of the will
 
be elegible. Funds will flow through the Ministry of Finance to the JCCUL who
 
will on-lend to individual credit unions. The credit unions will process and
 
service the individual loans in accordance with the criteria set up under the
 
project. Details on charges by the institutions will be worked out during
 
Implementation Agreement negotiations.
 

Cost recovery is built into this program due to the necessity for the
 
individual credit unions to recover the full cost of their loans.
 

2. Goal, Purpose and Strategy
 

The proposed project intends to address all three elements associated
 
with improving the shelter situation in Jamaica in order to achieve the
 
overall goal of improving the quality of life of poor families. The emphasis
 
will be on strengthening delivery capacity. In Phase I, the project was
 
diluted somewhat by the number of institutions involved to deal with plus the
 
need for more central government coordination and the use of the Jamaica
 
Mortgage Bank as the intermediary.
 

The objective of Phase II is to continue the successful elements of Phase
 
I will concentrating on two sub-programs, squatter settlements improvement and
 
home improvements through the credit unions. The MOF, as the formal borrower,
 
will play a coordinating and reviewing role in the sub-programs. Technical
 
assistance will focus on stronger project management and the newly reorganized
 
Sites and Services Division (SSD) in the Ministry of Construction in the
 
squatter settlements improvement program, other selected GOJ and private
 
sector organizational units and on assistance to the JCCUL and some of the
 
individual credit unions in the home improvement program.
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In working with the MOC, the project will seek to strengthen planning,

implementation and servicing (cost recovery) functions within the Ministry.

The HG financing, while helping to alleviate the overall squatter shelter

problem, also will provide the means for the Ministry to expand its operation

and thereby gain the necessary experience to continue the program.
 

In working.with the SSD on the design and planning of the program, the
 
idea is to structure the improvements at a level where the costs are more
affordable to the beneficiary and to institute a phased-in program of recover
ing costs. Over the long-run, services can be increased and the government

budget allocation for shelter can reach a larger number of families and concen
trate subsidies on the very poorest.
 

By providing continued support to the financing of home improvements

through the credit union mechanism and extending the program to both urban and

rural communities, the strategy under Phase II is to continue to foster
 
greater initiatives-by the private sector to improve Jamaica's overall shelter

situation. If it can be clearly demonstrated that credit union members can
 
utilize this program to upgrade their shelter and will repay the loans in a
 
timely way, then there will be an increase in credit union membership and
 
savings with an ultimate expansion in the number of home improvement loans.

To the extent that the home improvement program through credit unions can be
 
expanded, it will take some pressure off of the government for providing

assistance to families which have this program available to them and allow the
 
government to concentrate on squatter settlements improvement and reinstitute
 
its efforts in tenement upgrading and sites and services.
 

In the broader context, AID, using the relationship it has and is develop
ing with its HG program will work with the Minister in helping to finalize an
 
overall comprehensive national housing policy and a settlement development

strategy. This will seek to integrate more closely the efforts of other
 
government institutions and programs, ensuring that they do not proceed as 
a

series of uncoordinated projects and that they are developed within the con
text of established criteria.
 

To support this effort, AID is tentatively programming, $10.0 million HGs
 
each in FYs 1982 and 1983. Although the composition of these programs will
 
begin to take shape after the updated Shelter Sector Assessment and overall
 
urban review, they could include participation in such things as re-instituted
 
sites and services and the urban upgrading programs, co-op housing and housing
 
finance institutions.
 

3. Project Outputs
 

a. 
Squatter Settlements Improvement: Improvement of approximately

fifteen squatter sites under Phase II at various locations in Jamaica will be
financed by this component. The number of families per site will vary from
 
approximately 50 to 500. The level of improvements per site will depend on

needs at the site but will emphasize, as first priority, secure land tenure,

with the minimum improvement related to that priority, i.e., surveying and

grading. Additional improvements will include water, sewerage, drainage,
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access roads and paths etc. and will depend on the cost recovery program

adopted. It is anticipated that approximately US$10.O million will be
 
allocated to this program with about 2,500 lots being upgraded at 
an
 
approximate average cost of $4,000 per lot.
 

b. Home Improvement: This component of the project will finance
 
approximately 5,900 home improvement loans to members of credit unions through
out Jamaica which belong to the Jamaica Cooperative Credit Union League.

is anticipated that up to US$5.0 million will be allocated to 

It
 
this program and
 

that the average loan will be US $1,000 (J$1780) with the credit union putting
 
up at least 15 percent.
 

c. Institutional: By the completion of the drawdown for Phase II,
 
it is projected that the newly reorganized Sites and Services Division of the
 
MOC will be fully staffed and with a body of experience gained through this
 
project. 
 It also is planned that the Ministry will have a new design/plan
ning/monitoring unit to have the overall responsibility for planning,

coordinating and monitoring all of the Ministry's h 
sing programs. The
 
Ministry has asked AID to help in the development of this unit.
 

The JCCUL will have developed the procedures and experience to effec
tively expand its assistance to-its member credit unions. 
 It is planned that
 
the credit unions, with the expansion of their home improvement loan capacity

under this program and the addition of new members and savings, will have
 
gained the experience to continue 
to expand the program.
 

4. Project Inputs
 

a. Housing Guaranty: The $15.0 million of HG funding will provide
 
approximately US$10.0 million for the Squatter Settlements Improvement Program

and US$5.0 million for the Home Improvement Program.
 

b. Technical Assistance: The long term resident advisor provided

under Phase I PRE/Housing OPG will be continued under Phase II working pri
marily with the MOC Sites and Services Division. Additional short and long

term technical assistance and training will be provided including a resident
 
Project Coordinator in the MOC. 
Short term technical assistance also will be
 
provided. 
Grant assistance will be incrementally funded in FY 82 and FY 83.
 

c. Local Contribution: 
 As in Phase I, the GOJ will provide the land
 
and cover administrative costs for the squatter settlements improvement pro
gram. This contribution is estimated to be 
$2.0 million. In addition, the
 
individual credit unions will provide a minimum of 15 percent of the loan
 
amount for the home improvement program.
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d. 	Summary (US$ 000,000):
 
HG DG GOJ Credit Unions Total
 

Squatter Improvement 10.0 	 2.5
- -	 12.5
 
Home Improvement 5.0 - - .9 
 5.9
Technical Assistance - .5 
 -	 .5 

Total 	 15.0 .5 2.5 .9 


5. Beneficiaries
 

The beneficiaries will be families living in squatter areas, who earn
 
less than the median urban
 
family income in 	Jamaica. The median family income for urban areas is
 
approximately US$281 (J$500) per month as 
of June 1981.
 

For the home improvement loan program the same figures will be used and
 
no loan will be made to a family exceeding these figures.
 

6. Issue and Constraints
 

The most recent evaluation identified a series of problem areas in Phase
 
I which are dealt with in more detail in Section II.C.I. All will be

addressed in Phase II. However, three of them are considered significant

enough to merit special attention to ensure successful implementation.
 

The first issue concerns cost recovery and affordability. A firm
 
recovery plan has not yet been instituted to cover lease assignments on the
 
plots completed under the Phase I squatter settlements improvement program.

The basic principles are agreed to, i.e., 
a 49 year lease with payments

covering 40 percent of the capital costs, the remainder to be recovered as
 
part of the user charges for utilities. However, a final determination of
 
costs and the imposition of the user charges has not been made. 
Interest
 
rates will be set at a level consistent with current government programs and

policies and a phased-in approach leading toward greater cost recovery will be
 
adopted under Phase II. Moreover, it is imperative that the new government

adopt a plan as soon as possible (an illustrative approach is contained in
 
Section VII) and 	a condition to this effect will be contained in the
 
Implementation Agreement.
 

The two remaining issues concern land acquisiton and tenure and the
 
staffing of the implementing agencies,
 

In general, Jamaica's land tenure situation is complex, full of different
 
historical precedents, conflicting claims, quescionable titles and various

rental and leasehold arrangements. 
 It is within this context that settlements
 
are identified or nominated, declared and acquired by government and then

leased by individual occupants once settlement upgrading has been completed.
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The current process involves several Ministries in multiple interactions that

conclude with government purchase or long-term lease from the owner. 
 Under
 
the best of circumstances, the process is long and difficult, often delaying

the upgrading process and indirectly increasing costs. 
The GOJ is continuing
 
to improve the land acquisition process and will consolidate these responsi
bilities under the MOC in the future.
 

The expeditious development and implementation of Phase I was partly

affected by the availability of competent and experienced staff. 
The new
 
government has, in general, been hindered by a lack of experienced ?ersonnel,

adequate budgets to fund positions and personnel turnover, shelter ;,rograms

being no exception. 
The MOC has met with serious constraints in its search
for senior, experienced professionals and asked AID to help out with short
term technical assistance. This is currently being done with a financial

analyst now in Jamaica and a senior engineer to arrive shortly to assist on
 
technical aspects. In addition, the Ministry plans to increase its efforts to

locate and employ the staff it needs to implement the project. 
 In the
 
meantime AID grant funds will help to provide short-term assistance to advise
 
existing staff.
 

As pointed out in the evaluation section, some of the credit unions need
 
more experienced staff to handle an expanded home improvement loan program and
will require additional TA from the JCCUL. 
The JCCUL will benefit from the
 
continued inputs of 
a resident advisor financed under Phase II and such
short-term assistance as is needed. 
With this help the credit unions should
 
be able to handle the program.
 

D. RECO2IENDATIONS
 

Based on the findings set forth in this paper and experience to date with
 
Phase I of the Urban and Rural Shelter Improvement Project, it is recommended

that a Housing Guaranty and development assistance be approved as follows:
 

Housing Guaranty: $15.0 million
 

Technical Assistance Development Grant: $500,000.
 

-
 The project meets all applicable statutory criteria
 
- The statutory checklist is attached as Annex I.
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II. DETAILED PROJECT DESCRIPTION
 

A. HOUSING SECTOR BACKGROUND
 

1. Urbanization
 

Over the past 35 years Jamaica has experienced rural to urban migration

on a massive scale. 
 Between 1960 and 1970, Jamaica's overall population grew

by 15.6 percent while the urban population increased by 43 percent. Although
 
a population census has not been conducted since 1970, the available evidence
 
suggests that this trend has continued up to the present. Between 1970 and
 
1980, according to the Department of Statistics, 72 percent of the country's
 
growth occurred in urban areas.
 

In 1980 over 50 percent of the island's 2.2 million population lived in
 
urban areas, according to official estimates. In constrast, only 22 percent

of the population lived in urban areas in 1943, 30 percent in 1960.
 

While internal immigration is an important factor in the growth of
 
Jamaica's cities, natural increase also plays an important role with an
 
overall population growth rate in the country of 1.7 percent per year during
 
the 1970-78 period.
 

A major feature of this rapid urbanization has been its concentration in

the Kingston Metropolitan Area (KMA). By 1983 the population of the Kingston

Metropolitan Area is expected to reach 830,000 or about 75 percent of the
 
total urban population.
 

While the KMA continues to be the chief target of rural to urban
 
migration, a number of regional centers have experienced growth due to

migration. 
These include Montego Bay, Spanish Town, May Pen and Mandeville.
 
Together they account for approximately 15 percent of the island's approxi
mately 1,200 "towns".
 

2. Housing Conditions
 

In 1977 the estimated requirement for new housing construction just to
 
keep abreast of population growth was 20,000 units per year over the next 
10
 
years. This estimate did not include elimination of the backlog of sub
standard dwellings.
 

During the 1971-77 six-year period, only about 32,000 units were com
pleted, half by government, half by private developers. In recent years,

however, due to a variety of reasons, private housing development has
 
diminished considerably and government-sponsored development has increased.
 
By 1978 the GOJ was developing at least 75 percent of new formal housing.
 

A 1977 Ministry of Housing survey revealed that the number of people

living in sub-standard housing (overcrowded, unsafe, lacking water and power
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connections and sanitary facilities) in the KMA, Spanish Town, May Pen and
 
Montego Bay amounted to 33 percent of the urban population. A survey of five
 
low-income areas (including two 
squatter settlements) in Kingston conducted in
 
1972 found that 6 percent of the buildings were in good conditions, 29 percent
 
were fair, 58 percent were poor and 14 
percent unfit for living. Since then,

the quality of the housing stock has deteriorated even further, although no
 
further statistics similar to the above are available. 
 The steady decline of

the Jamaican economy has led to widespread deferred maintenance, and rela
tively little new construction has taken place.
 

In general, the quality of the housing in the urban areas is related to
 
family income. High-income families occupy extremely costly residences on the
 
better sites; middle-income families reside in individual units or large

housing developments. Low-income families are in part located in the central
 
areas of the cities where the great majority rent units of one or more rooms
 
within a small compound known as a yard.
 

Yards vary considerably in size and composition, from units with one
 
dwelling in a single, one-room structure, to large tracts of open land of over
 
an acre with many structures. In 1977 it was estimated that over 50,000 yards

existed in the urban areas of Jamaica. At an average of three dwelling units
 
per yard, it would mean that roughly 150,000 dwelling units were included in
 
the yard areas at that time.
 

A typical dwelling is a room of approximately 30M2. Generally a shared
 
toilet and kitchen facilities and sometimes a standpipe are located in the
 
open land. A common entrance serves all the dwellings in the yard.

Electricity, water, sewage collection facilities and roads are 
present, though
 
in varying degrees of quality.
 

A substantial portion of low-income families cesides in squatter areas 
on
 
captured land. Squatter settlements are characterized by high density (esti
mated in one squatter area of Kingston to reach 300 persons per acre). 
 Data
 
from yard areas and squatter settlements show an average occupancy of five
 
persons per room. The most striking element in the squatter areas is the lack
 
of basic infrastructure including water, roads, electricity, and sewage col
lection as well as 
the lack of schools, health clinics, community centers,

parks .nd play areas. The typical unit built by squatters may employ salvage

material or concrete blocks, with most having a metal roof of one form or
 

2
another, and a surface area of approximately 30M .
 

In the rural areas 
the overall owner occupancy rate has been estimated at
 
77 percent. This rate varies greatly from farming areas where the vast major
ity are owner occupants, to sugar estates where the owner occupancy rates vary

from as low as 
15 percent up to about 50 percent. Data adjusted to 1974 show
 
an average of 4.7 persons per unit with 50 percent of the dwellings having
 
only one room.
 

3. Projection of Needs
 

Little is available in the way of recent planning figures to set the
 
framework of housing needs in the future other than those cited in the summary
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section. Production in the 1970's however fell so much short of the estimate
 
of needs for that period that any current projection of needs would be substantially increased. The figure ciLed in the summary--about 20,000 new units per

year over the 1980-90 decade to keep pace with population increase and meet
the backlog--appears reasonable. 
 In addition, maximum use of programs for
 
tenement upgrading, squatter settlements improvements and home improvements

will have to be made to keep existing marginal housing stock from deterio
rating further.
 

AID also will be undertaking a Shelter Sector Assessment update to
 
provide a better framework for the housing policy work and program planning

which will be assisted by AID. 
These efforts will provide a better assessment
 
of overall housing needs.
 

B. GOJ SHELTER POLICIES, PROGRAMS AND INSTITUTIONS
 

1. Policies and Programs
 

The GOJ shelter policy is not yet fully developed and will not be
 
complete for several months. 
However, the GOJ is determined to present a

comprehensive statement of goals and objectives that is based on an accurate
 
assessment of constraints and realistic so'utions. 
AID already has provided

some policy advice at the request of the GOJ and has been asked for additional
 
assistance in chis regard as well as 
to provide assistance in the development
 
of an overall shelter sector assessment.
 

Although the comprehensive shelter policy has not yet been developed,

there are several clear goals that the GOJ is pursuing. Under the former
administration, new attempts were made to provide affordable housing and basic

services for low income people. 
Announced policy goals included preservation

of existing housing stock to the maximum, avoidance of dcmolition and improve
ment of yards (tenement areas). 
 The AID-funded squatter settlement improve
ment projects and the IBRD-funded sites and services projects demonstrated
 
fewer alternatives for low income facilities than previous efforts.
 

These projects, however, also revealed implementation constraints, (e.g.,

land acquisition, project supervision and lack of interagency cooperation)

which are being examined by the GOJ as 
part of its assessment and evaluation

effort. There is, 
for instance, a 1977 Community Amenities Act which empowers

government to negotiate acquisition of private lands. 
 The procedures, however, tend to be cumbersome. 
Among other things it is often difficult to
 
trace the title or identify the owner. The serviced sites and squatter

settlement improvement programs, with modifications, remain essential elements
 
of the current Government's shelter plans. Modifications in the settlement

improvement program include more appropriate site selection, more discrimin
ating provision of services and infrastructure based on site assessments and
reorganization of the Ministy of Construction's Sites and Services Division.
 
Sites and services projects will most likely include serviced plots and

serviced plots with one habitable room, although the specific features of the
 
program are being deferred until present projects can be consolidated and
 
occupied.
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Another specific area of policy emphasis is the upgrading of regional
 
centers and smaller towns to strengthen their role in the urban heirarchy.
The present Government has proposed a program to improve the quality of rural
 
life and enhance the economic viability of secondary and srall towns by
extending urban services (electricity, water, public transport, health, educa
tion and recreational facilities) to 
120 towns over the next twenty years.
This represents a departure from past efforts which have been characterized by

the scattered piovision of services which has led to a kind of rural sprawl,
greatly increasing the cost of infrastructure and inhibiting the development

of economically viable small towns. 
 Preliminary plans call for improved

infrastructure and shelter and new employment opportunities. 
 In addition, the
MOC will streamline its management and planning responsibilities and attempt

to allocate the bulk of construction activities to the private sector.
 

Generally, the Ministry appears committed to the development of a policy
which pursues a range of shelter solutions based on private sector involve
ment, sound management and reduced subsidies. 
 The overall economic decline of
recent years, ever spiraling construction costs and the lack of experienced
 
manpower present great obstacles. It is, in fact, the recognition of the
 
degree of the problem which is inhibiting policy clarification.
 

In adopting a policy which recognizes the important role of squatter

settlements, the GOJ hopes to rationalize the spatial development pattern and
 
the delivery of services in order to raise the standard of living of large
numbers of poor people. 
 The squatter settlement improvement program is one
 
part of a broader GOJ effort which attempts, with a mimimum of government
assistance, to increase opportunities for the poor to gain title to property

and 
to find shelter that is within the range of their abilities to pay. In
order to achieve these objectives, the GOJ will utilize serviced plots,

squatter settlement upgrading and various minimum shelter solutions.
 

2. Institutions
 

a. General: Several ministries as well as parastatal agencies,

quasi-government bodies and private institutions are responsible for shelter,

or infrastructure related to shelter. 
 Phase II will deal primarily with two

of these organizations, the Ministry of Construction (MOC) and the private

Jamaica Cooperative Credit Union League (JCCUL) and they are described in more
detail in the Institutional Analysis, Section III. 
 However, it is useful to
briefly describe the overall institutional context of shelter sector

activities in Jamaica and the re-emphasis of the Jamaica Mortgage Bank on
secondary market operations and provision of mortgage insurance rather than
 
its role as a primary mortgage lender.
 

b. Government Ministries
 

(I) Ministry of Construction (MOC): The MOC was created in 1979
 
by combining the Ministry of Housing and the Ministry of Public Works although
these two elements continue to operate more or less separately. The Ministry
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is the largest government housing developer and has the primary responsibility
 
for the majority of housing programs.
 

Until the World Bank's sites and service program authorized in 1974, most

public housing involved completed units supposedly aimed at low income families and at a subsidized basis. 
 Funding for these projects was to come from
 
the Housing Fund, 
a statutory fund generating resources 
from the sale or
rental of Ministry-built housing. 
 In fact, 1975-76 data, the latest figures

available, indicated that only some 
8 percent of the Ministry's programs were
financed from the Fund, the rest coming from general revenues. More recently,

the Ministry's programs have been essentially reduced to those being financed
 
by AID and the World Bank.
 

In addition to 
the World Bank's Sites and Services Program, which is

finally in the process of being completed, Phase I of the HG provided funds

for the Squatter Settlement Improvement Program and the aborted urban (tene
ment) upgrading program (see 
Section II.C.I. - Evaluation originally in the
Ministry of Local Government but transferred to the MOC. The Ministry also
 
had a pilot project for resettling indigent families.
 

The Ministry will continue both its Sites and Services Program as 
the

World Bank project comes to a close and the Squatter Improvement Program, and
 
may re-institute the urban upgrading program. 
A more detailed treatment of
 
the Ministry's reorganization efforts to cope with its existing and proposed
 
programs is contained in Section III.
 

(2) Ministry of Local Government (MLG): The MLG was originally

responsible for executing the Urban Upgrading Project but eventually gave up

its responsibility to the MOC. 
 It was also originally a joint sponsor with

the MOC of the indigent housing scheme but the program has not expanded.

Thus,,the MLG, at 
the moment, is not a major factor in housing.
 

c. Government-Owned Entities
 

(1) National Housing Trust (NHT): 
 The NHT was established in
1976. 
 It raises its funds through a 3 percent employer tax on wages and a 2
percent contribution on wages by employees earning above some minimal level
 
per week. The latter contribution is withheld and paid to the government by

the employer and is refundable after seven years at an interest rate of 1
 
percent below the lowest NHT rate.
 

The funds are used to finance home improvement loans or mortgages for the
 
acquisition or construction of homes. 
 Loans are available at up to 10 times a
borrower's income and repayment is at 
20 percent of income. The interest rate
varies with the amount borrowed and the term will thus be a function of the
 
amount borrowed and the borrower's income.
 

The NHT administers about half of the annual flow of resources into
 
housing and, therefore, its policies and programs 
are of great significance in
 
structuring a new national housing policy.
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(2) National Housing Corporation (NHC): The NHC is a government
 
owned corporation under the overall responsibility of the MOC. It produces

completed housing units for a higher income group than MOC programs in gen
eral. 
 It has obtained funds from foreign and domestic commercial banks, the
 
Commonwealth Development Corporation (CDC) and the JMB and attempts to make a
 
profit on most of its projects. It has, however, incurred sizeable losses in
 
recent years..
 

(3) 
The Urban Development Corporation (UDC): The UDC is a
 
government corporation which was established in 1968 to undertake urban
 
development projects that are too 
large or complex for the private sector to
 
handle. Although the UDC has constructed some "low income" completed housing

units, its major efforts have been toward land development and reclamation and
 
basic primary infrastructure tied into tourism, commercial facilities and
 
hotels.
 

(4) Jamaica Mortgage Bank (JMB): The JMB was established in
 
1971 with the assistance of AID. 
It is wholly owned by the Government and
 
under the responsibility of the MOF.
 

The JMB was originally intended to provide a secondary mortgage market
 
function and to perform as a mortgage insuror. Patterned somewhat after the
 
U.S.'s Fannie Mae, the oank became an active primary lender with the proceeds

of an AID $10.0 million Development Loan. In addition to AID and the GOJ, the
 
JMB has obtained considerable credit through the Jamaica National Investment
 
Co., the CDC and the Caribbean Development Bank.
 

The Bank has operated at higher income levels (although Phase I of the HG
 
is administered by JMB) and there hhs been some recent discussion that it
 
would begin to concentrate more on a secondary market operations and insur
ance.
 

(5) Sugar Industry Housing Ltd. (SIHL): The SIHL began

operations in 1976 as 
a wholly owned government corporation affiliated with
 
the Sugar Industry Authority under the Ministry of Agriculture. It provides
 
financing for housing, either new units or home improvements and for upgrading
 
the infrastructure in specific areas.
 

c. Infrastructure: Three major agencies are responsible for water
 
supply: the National Water Authority, a statutory corporation under the MLG
 
which carries out the planning and development of water supplies for the rural
 
parishes who in turn have the responsibility for improvements and extension;
 
the Water Commission which produces and distributes water from the city of
 
Kingston and urbanized St. Andrews; and the Kingston and St. Andrews Corp.

which handles the rest of the Kingston/St. Andrews area.
 

Government agencies acting as developers, e.g., the MOC, and private
 
developers must pay the cost of extending water transmission mains to project
 
sites as well as site distribution. Thus, major infrastructure costs are
 
often charged against projects even though situations arise where other
 
projects eventually derive benefits. 
 This has a major impact on attempts to
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lower plot costs to an affordable level in low income projects. The same
 
three agencies are rasponsible for sewerage although only Montego Bay and
 
portions of Kingston are on central sewerage systems.
 

d. Other Financial Institutions:
 

(1) Building Societies: The 6 building societies in Jamaica
 
with 29 branches, about half located in the Kingston area, constituted the
 
largest supply of mortgage finance up until 1977 when the NHT assumed that
 
role. 
More than 90 percent of their financing goes for residential units.
 

Through 1977 the assets of the societies had increased by an average of
 
about 21 
percent per year from 1970 due to certain tax incentives to savers to
 
a total of J$185.7 million. Since 1977, activity, along with the Jamaican
 
economy in general, has trailed off significantly. Interest rates on
 
mortgages are currently 13-14 percent. Savings accounts pay 9 percent with
 
large one year deposits earning from 10 to 10 1/2 percent.
 

(2) Jamaica Cooperative Credit Union League (JCCUL) and Credit

Unions: JCCUL is the trade association for the 96 credit


unions in Jamaica totalling about 192,000 members, up from about 142,000 at
 
the end of 1978. The total savings at the end of 1980 were J$138 million.
 
Most of the credit union funds go to finance consumer items.
 

There is, however, increasing interest in expanding their mortgage and
 
home improvement operations. Demand far exceeds available funds for mortgages
 
which are now limited to J$20,000 per loan.
 

More details on the operation of the JCCUL and the credit unions relative
 
to Phases I and II 
are contained in Section III, Institutional Analysis.
 

(3) Others: Life insurance companies are the largest non-bank
 
financial intermediaries which make mortgage loans. 
 Their activity in recent
 
years amounted to about 10 percent of total mortgages.
 

Jamaica also has five merchant or investment banks whose mortgage activ
ity amounts to about 5 percent of the total. In addition, seven trust
 
companies operate in Jamaica, most affiliated with commercial banks. Mortgage
 
loans made by these companies constitute about 7 percent of the total.
 

C. AID PROGRAM STRATEGY
 

1. Phase I Evaluation
 

a. General: Under Phase I of this program, AID entered into agree
ments with the borrower, the Jamaica Mortgage Bank (JMB), and the implementing

institutions, the Ministry of Finance (MOF), Ministry of Housing (MOH)--which
 
was later reorganized as the Ministry of Construction (MOL), Ministry of Local
 
Government (MLG), and the Jamaica Cooperative Credit Union League Limited
 
(JCCUL). The US$15.0 million loan was made by the Federal Home Loan Bank of
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New York. 
The loanis financing two of the three intended sub-projects--

Squatter Settlement Improvement and the Credit Union Home Improvement loans.
 
The third and originally the largest sub-project, Urban Tenement Upgrading,
 
was discontinued in 1980 with funds reallocated to 
the Squatter Settlement
 
Improvement Project.
 

The Implementation Agreement was signed on February 23, 
1978. By late
 
1978 the conditions precedent to disbursement were satisfied and US$5.0 million was advanced to the JMB. Other disbursements were for US$1.0 million in
 
September 1979, US$2.0 million in March 1980, and US$2.0 million in December
 
1980. The remaining US$5.0 million was deposited in an escrow account in
 
December 1980, pending final disbursement.
 

An initial evaluation was made of the project in August 1979. 
 The report

showed that overall implementation progress was fair and identified a number
 
of problems and constraints for which a series of actions were proposed. 
The
 
evaluation indicated that although the three-element demonstration project was

moving slowly, at least two of the three sub-projects could accelerate their
 
implementation schedule with the recommended adjustments.
 

It was possible, however, to anticipate the abnormal and extraordinary
 
conditions which plagued Jamaica during the following year. 
 The year prior to

the general election of October 1980 was marked by hurricane-caused floods, a
 
continued severe economic decline, increased social tension and escalating

political violence as the election approached. Two of the three sub-projects
 
were particularly sensitive to the strains and tensions created in the society

at large. 
 By their very nature, the Urban Upgrading and Squatter Settlement
 
Improvement projects dealt with high density low income sites which became
 
particularly vulnerable to political and criminal intimidation. All three
 
projects experienced problems whose origin and solutions were external to
 
project remedies.
 

The post election period has seen an improvement in the overall political

and social environment and some improvement of the economy. However, the new
 
Government, hindered by a lack of experienced personnel, severe budget prob
lems and personnel turnover, has moved cautiously with institutional, manage
ment and staffing changes.
 

All of the project coordinating and executing institutions were affected
 
by both pre- and post-election actions. 
 There have been major changes in
 
senior staff positions in the Ministry of Construction and the Sites and
 
Services Division. Generally, the shortage of experienced personnel for key

management positions has overburdened the "acting" managers, creating a slow
 
decision making system. 
It is in these general circumstances which the HG
 
program operated over the past two years. Brief descriptions of the sub
projects follow.
 

b. Urban (Tenement Yard) Upgrading: The Urban Upgrading sub-project
 
was discontinued in 1980 after considerable effort under difficult circum
stances had produced negligible results. Of the proposed $10.0 million sub
project budget, only $200,000 was disbursed. The balance of the funds were
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reallocated to the Squatter Settlement Improvement sub-project. The project

objectives were not achieved, but some lessons were learned.
 

The project was intended to upgrade some tenement areas of Jamaica, pri
marily located in Kingston and described in Section II.A. above, through repairs and upgrading of the buildings, the infrastructure, the common outdoor
 
living areas and selected demolition of clearly unsound buildings. As such,

it represented in ambitious attempt to improve the social, economic and
physical conditions in some of Jamaica's most depressed areas. 
 Unfortunately,
the project was beset by conceptual, management and implementation difficul-
ties which were compounded by the deterioration in the overall Jamaican
 
situation.
 

Essentially, the project was not able to overcome one of the basic
 
problems surrounding efforts of this nature, i.e., preservation and rehabili
tation vs. demolition and replacement. 
The need also was there to include
 
some aspect in the project which could immediately demonstrate to the people
 
that their situation would improve.
 

Management problems growing out of the above :onceptual difficulties
 
plagued the project. This resulted ultimately in the transfer of the project
management from the MLG to the MOC but the difficulties were never resolved.
 
Another problem related to the fact that most tenement occupants are renters
and agreement was never fully reached over the specific rights and responsi
bilities of the tenants and landlords.
 

However, the GOJ has expressed strong interest in obtaining AID assis
tance for a new multifaceted urban and shelter development effort that could
include some concepts and elements of this sub-project. Both the GOJ and the
 
USAID have agreed that the first step will be a further examination of the old
 
sub-project as a part of overall feasibility and design studies.
 

c. 
Squatter Settlement Improvements (SSI): This sub-project was
originally allocated $2.5 million in Phase I to provide for the following

elements in two or three squatter areas over a 30 month period: 
 (a) provision

for legal recognition (land tenure) through long-term lease arrangements (49

years); (b) preparation of 
a balanced lot scheme for the physical arrangement
of residences; and (c) installation of basic utilities and services including

water supply, sewerage, drainage, roads and footpaths and electricity. The

GOJ contribution of land, administrative costs and community facilities was

valued at $2.0 million. It is being implemented by the Sites and Services

Division (SSD) of the Ministry of Construction (originally the Ministry of
 
Housing).
 

The scope of this sub-project was substantially expanded as a result of
 
the reallocation of the $10.0 million carmarked for- Urban Upgrading bringing
the total to $12.5 million. 
The number of sites was increased to twelve with
 
physical work now 100 percent completed on one site, 80 percent on two, 60 per
cent on four, 30 percent on three and just underway on two.
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Given the conditions in Jamaica since the project was authorized and its
 
substantial expansion, progress has been satisfactory. Nevertheless, there
 
are a number of areas where shortcomings were identified and improvements need
 
to be made in Phase II. First, the lack of sufficient skilled and experienced

staff has hindered the project from the beginning. The SSD is undergoing some
 
reorganization (see Section TII) which will result in improvements. 
 However,

staff recruitment remains a problem and must be addressed as a high priority.
 
Substantial technical assistance must continue.
 

A workable cost recovery plan has not been formulated. As the Ministry
 
prepares to assign leases for the first completed sub-projects this item
 
becomes crucial. 
 Only the general principles have been established; 40
 
percent of costs are to be recovered through the leasehold payments and the
 
remainder through user charges for the utilities. A condition precedent to
 
disbursement for Phase II requires that leaseholds be signed for the sites
 
completed under Phase I.
 

Related to the above is the question of affordabilit.y. The program deals
 
with squatters already on site. If cost recovery is to .ccur, then special

consideration needs to be given to further reductions in the cost per plot in

order to maintain the level of subsidy within the financial capability of the
 
Government. 
Other problem areas that need to be addressed are those of land
 
acquisition (tenure), selection of sites based on some specific criteria and
 
the tightening up of the contracting process.
 

d. Home Improvement: This sub-project was allocated $2.5 million in
 
Phase I, originally to finance home improvements for credit union members
 
below the median family income in "rural" areas. Because of difficulties in

establishing what constitutes "rural" area membership, the eligible
 
beneficiaries were ultimately expanded in late 1979 to include all members of
 
credit unions whose incomes fell below the median income level.
 

The funds flow through the Jamaica Cooperative Credit Union League

(JCCUL) to its member credit unions located throughout Jamaica, for example.

The Jamaica Mortgage Bank on-lends to the JCCUL which in turn on-lends to the
 
credit unions. The credit unions make home improvement loans to their
 
members, providing 15 percent of each loan from their own funds.
 

The JCCUL provides for administrative and staff costs associated with the
 
on-lending activity, monitoring, promotion and education efforts. 
 AID has pro
vided for a limited amount of technical assistance which has been beneficially
 
utilized in the promotional campaigns, improved analysis of loan applications,

better evaluation techniques and improved loan management and servicing. More
 
recent efforts have taken a broader look at an expanded role for credit unions
 
in home improvement loans and mortgages.
 

The project's progress has been reasonable. A little over $1.5 million
 
of the $2.5 million had been disbursed by July 1981 for some 4,000 sub-loans.
 
Several problems have been identified, however, and these will be addressed in
 
Phase II.
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First, JCCUL has not received any spread to date for its role in the
 
project despite obvious incurrence of costs. The initial thinking was that
 
this would be a service to members. However, if JCCUL is to play a positive
 
and significant role as the project proceeds into Phase II it should receive a
 
spread on the on-lending (from JMB and, in Phase II, the MOF) to the credit
 
unions. This was recommended in the first (1979) evaluation and negotiations
 
were recently completed to give the JCCUL a spread.
 

Some of the credit unions participating in Phase I and others who have
 
indicated their desire to participate lack the capacity to manage such loans
 
economically and effectively. This lack of management skill and experience

has been reflected, in some 
cases, in inadequate demand, poor processing and
 
servicing practices and underutilization of available resources.
 

In the remainder of Phase I and in Phase II JCCUL should tighten up its
 
criteria for recipient credit unions and provide additional technical
 
assistance as part of the program. 
The latter will, in turn, depend on a
 
sustained AID T.A. input.
 

2. Project Goal and Purpose
 

a. Goal: The goal of this project is to improve the overall quality
 
of life of poor families in Jamaica by improving the conditions of the shelter
 
in which they live.
 

b. Project Purpose: To assist the GOJ and the Jamaican private
 
sector to develop the institutional, financial planning implementation frame
work necessary to provide adequate shelter and related services in the
 
country's urban and rural areas for families with low incomes. 
 The project

will finance a range of infrastructure improvements and services for qualified
 
persons living in squatter settlements. It also will finance home improve
ments for credit union members throughout Jamaica.
 

The objective of Phase II will be to continue the successful elements of
 
Phase I, i.e., the squatter settlements improvement program and the home
 
improvement loan program.
 

3. Sub-Project Objectives
 

a. 
Squatter Settlements Improvement Sub-Project: Squatter settle
ments represent a significant part of Jamaica's urban growth process. 
 In
 
1979, 74 percent of the population of the Kingston Metropolitan Area lived in
 
inner-city tenements or squatter communities. It was projected that approxi
mately 22,000 new units per year were needed to meet the needs of new house
holds and reduce the housing backlog. However, average production of units
 
and serviced sites was only 5,000 per year in the 
1970s, so the overall
 
situation worsened considerably. 
Given the existing backlog in residential
 
construction and the rapid escalation of building costs, the only alternative
 
available for a large proportion of urban households is to find accommodations
 
in already overcrowded and inadequately serviced squatter settlements or in
 
new squatter communities.
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The GOJ has acquired experience with low income shelter solutions as a
 
result of having carried out World Bank projects as well as under Phase I of
this project. 
 A program of continued upgrading of squatter settlements is of
 
critical importance to Jamaica's short-term and long-term shelter service
 
delivery objectives.
 

b. Hoe Improvement Sub-Project: The GOJ is committed to private

sector involvement in housing, reduced subsidies and adequate shelter for all
citizens. In support of these commitments and in recognition of the need to
 
upgrade and prevent further deterioration of the existing housing stock, this
sub-project was designed t6 make financing available for home improvements

throughout Jamaica. Participants in this sub-project must belong to one of
the member organizations of the Jamaica Cooperative Credit Union League. 
Home
 
improvement loans under this sub-project will be restricted to members whose
incomes place them at the lower end of the income scale within the credit
 
union movement.
 

4. Relation to CDSS
 

The continued rapid growth of Kingston and other urban centers is placing

significant new burdens on urban services and housing institutions. The

ability of these institutions to respond effectively is sevcrely hampered by

staff shortages (especially managerial staff),.fragmentation of authority,

poor coordination and inadequate budget support. 
 Delivery of public services
 
is further hampered by an eroding tax base, poor cost recovery on development

projects and severe tax administration problems. In addition, the present

system for land acquisition, zoning, surveying and registration are serious
 
constraints to the rapid and economical urbanization of lands.
 

USAID efforts to address the problems of housing and urban development in

the recent past have been focused on the $15.0 million Housing Guaranty which,
 
as described, has dealt primarily with home improvements provided through

island-wide credit unions and squatter settlements improvements. Although the
 
urban (tenement) upgrading scheme was not successful for reasons previously

mentioned, there is interest in reviving the basic concepts ot' the scheme in a
 
much needed urban revitalization program.
 

The presernt government's plans in the housing and urban development field
 
call for the provision of improved services and infrastructure for towns
 
located throughout the island in an effort to bring about a more balanced
 
spatial distribution of settlements and in order to reduce rural to urban
 
migration. 
In the past, scattered provision of scarce resources in several
 
hundred rural settlements has produced an "urban sprawl" that, in addition to
being extremely costly, has undercut the development of towns that already

have a full range-.f;ublic and business functions. 
 Nevertheless, because of

the importance attached to balanced development in Jamaica, the Mission will
 
continue to work with with Government as the 
"rural towns" program evolves,
probably focusing on selected settlements which hold the greatest promise of
 
becoming true strategic service centers.
 

In addition to HG support to continue the existing programs and new
 
efforts to help develop and support a national housing policy and strateg,,
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aimed at meeting the demand in excess of 20,000 shelter units per annum,

future AID efforts will utilize a multi-faceted approach in dealing with the
problems of urban decay and inadequate housing. Such an approach would make

maximum feasible use of private sector initiatives and funds. Peace Corps
volunteer and community organizations could be used in a variety of different
 
roles. 
 The 	Mission intends to develop an urban program using HG resources,

new 	concessional funds, and the integration and coordination of existing and
 
anticipated AID projects.
 

In order to maximize the impact of assistance, the urban program will
 
initially be limited to relatively small areas in two or three locations at
least one of which will be in Kingston. Some program activities may have

considerable impact outside the target area, e.g., improved tax administration

and land registration practices while other activities may serve as pilot

efforts. Major components of the new program may include:
 

Assistance to stnall scale anterprises (creation of new business and
 
upgrading of existing enterprises).
 
Improved health servicet; inclucing environmental sanitation and
 
.amily planning. 

-- Skills training for unemployed youths. 

-- Promotion of private investment through the provi',ion of isk 
guarantees.
 

Workshops with GOJ officials and private sector representatives to
 
discuss building standards, codes and policies.
 

And technical assistance in areas such as:
 

-- Housing finance;
 

-- Tax administration, land valuation and records;
 

--	 Review of alternative policies and incentives to promote new 
investment; 

Assistance to key building materials industries (such as cement) to
 
relieve constraints;
 

Exploration and expansion of use of indigenous building materials,
 
reduction in building standards;
 

Short term training programs for government officials in such areas
 
as construction management, housing finance, contract supervision,
 
and
 

Short term technical assistance in NHT and Jamaica Cooperative Credit
 
Union League in program planning, project design, monitoring and
 
implementation.
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The USAID program already includes future provisions for vocational
 
skills training, management training, small business development and a wide
 
range of technical assistance services. Better coordination and targeting
 
within USAID/Jamaica, in some instances, is all that would be required to
 
achieve the objectives of the integrated uban development program. In other
 

cases additional funds will be provided to expand existing programs so as to
 
encompass the target area. Certain components do not fall within any existing
 

program areas and would have to be specially funded.
 

D. COORDINATION WITH OTHER DONORS
 

Involvement by other donors in the shelter sector in Jamaica has been
 
limited except for the World Bank. With a recognition that the shelter needs
 
of low-income families needed to be addressed with a specific program, the
 

GOJ, in conjunction with the World Bank, launched a major sites and services
 
program in 1974 to which the Bank provided funding of $13.8 million. The
 
project has also gone extremely slowly and the final sub-projects are just now
 
reaching completion.
 

The UN funded the preparation of a National Physical Plan in 1966 which
 
included an attempt to define an urban structure and growth policy based on
 
the concept of decentralized employment centers and upgrading of community
 
services in existing population centers throughout the island. Although never
 
formally approved, the Plan still represents a model and point of departure
 
for current thinking.
 

In addition, the DuLch Government contributed to the funding of the Pilot
 
Kingston Upgrading Project and the Commonwealth Development Corporation
 
(British) and the Caribbean Development Bank made financing available to the
 

Jamaica Mortgage Bank. The CDB also purchased mortgages from the JMB.
 

While there has been no formal effort to coordinate programs by the
 
donors (mostly due to the limited and sporadic nature of the involvement) in
 
shelter, AID has kept in touch with the other efforts and exchanged views and
 
experiences, particularly with the World Bank.
 

E. PROJECT OUTPUTS
 

1. Physical
 

The squatter settlements improvement program will involve the tLgrading
 

of existing squatter areas through provision of minimal services and utilities
 
for plotted areas. The level of improvements needed to bring a given area up
 
to a basic standard will vary from site to site depending on the existing con
dition of the site but will start from a minimum of surveying and grading up
 
to provision of water supply, sewerage, drainage, roads, footpaths and electri
city. In some cases community facilities will be provided.
 

Approximately fifteen sites at various locations in Jamaica will be
 
selected. Each site will have from 50 to 500 families and included as part of
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the project will be the preparation of a balanced,lot scheme on each site.
 
The intent is to hold the improvements to an average of J$7120 (US$4,000) per
 
lot which would result in 2,500 lots being improved with the US$10.0 million
 
allocated to this program.
 

Based on the experience gained in Phase I, it is assumed that the average
 
loan under the home improvement program will be J$1780 (US$1,000). This would
 
result in 5,900 loans for the $5.0 million HG allocation with the credit
 
unions putting up a minimum 15 percent of the loan.
 

2. Institutional
 

By the completion of the drawdown for Phase II it is projected that the
 
newly reorganized Sites and Services Division of the Ministry of Construction
 
will be fully staffed and with a body of experience gained through this
 
project. It is also planned that the Ministry will have a new design/plan
ning/monitoring unit to have the overall responsibility of planning for,
 
coordinating and monitoring all of the Ministry's housing programs. The
 
Ministry has asked AID to help in the development of this unit.
 

It is planned that the credit unions, with the expansion of their home
 
improvement loan capacity under this program and the addition of new members
 
and savings will have gained the experience to continue to expand the program.
 

The JCCUL will have developed the procedures and experience to effec
tively expand its assistance to its member credit unions.
 

3. Indirect
 

There will be several indirect and non-quantifiable outputs flowing from
 
the project.
 

First, with the relationships established in completing Phase I and in
 
Phase II with the new government, assistance will be provided in completing
 
work on a new comprehensive national housing policy and a national settlement
 
strategy, as well as an updated Shelter Sector Assessment.
 

Central to the development of long range plans to meet Jamaica's needs
 
through both public and private sectors is a clearer definition of cost
 
recovery strategies, Including interest rates. Interest rates are presently
 
maintained at an artificially low level ranging from 3 to 8 percent. The need
 
to raise the rates to more closely reflect the cost of money is recognized by
 
the GOJ. The Office of Housing appreciates the complex social and political
 
implications of Jamaica's interest rate practices and will undertake a full
 
scale study before the implementation of Phase II. Currently a preliminary
 
analysis is underway.
 

Another indirect benefit will be the employment created by $10.0 million
 
worth of work on the infrastructure going into the squatter settlements upgrad
ing program.
 



F. PROJECT INPUTS
 

1. Capital
 

A $15.0 million Housing Guaranty loan is proposed as the U.S. contri
bution to the capital costs of Phase II of the Urban and Rural Shelter
 
Improvement Project. The GOJ will contribute an estimated US$2.5 million to
 
the squatter seftlements improvement sub-project through land and adminis
trative costs. The credit unions will put up a minimum of 15 percent of the
 
total loans made under the home improvements loan program.
 

Distribution of capital costs is as follows:
 

US$(O010,O0)
 

CREDIT
 
Sub-Project AID GOJ UNION TOTAL
 

Squatter Settlements 10.0 2.5 - 12.5
 
Home Improvements 5.0 -- .9 5.9
 

Total 15.0 2.5 .9 18.4
 

2. Technical Assistance
 

A $500,000 Development Assistance grant has been proposed for the
 
provision of technical support and training to improve the planning,

coordination and implementation capacities of those GOJ and private sector
 
institutions responsible for the relevant urban and shelter activities. Much
 
of this technical assistance will be centered on project (HG-011) management,
 
training, implementation, with particular focus on the newly reorganized SSD
 
in the squatter settlement improvement program, other selected organizational
 
units within the GOJ and on assistance to the JCCUL and some of the individua
 
credit unions.
 

To carry out the above, assistance of 3 types is needed (1) resident
 
contract technician(s); (2) short term consultants and special studies; and
 
(3) training. It is planned to have either one resident technician for three
 
years supplemented by specific short term consultants or one resident for two
 
years and one for one year with a smaller amount of short term consultancies.
 
A final decision will be made after discussions with the GOJ. The budget will
 
remain the same.
 

a. Resident Technician(s): Housing Generalist to be assigned as
 
Project Coordinator in either the HOC or MOF. This technician would assist
 
with overall project coordination and management, establishing procedures and
 
processes within the borrowing and implementing agencies that provide for
 
prompt projet execution, regular disbursements and adequate monitoring and
 
financial control. Though the primary responsibility of this position is to
 
coordinate project implementation, the coordinator would also assist the GOJ
 
(MOC, etc.) and JCCUL with shelter-related management organization and with
 



functional and procedural clarification. In addition, he would assist with
 
the definition of additional studies and consultancies in such areas as cost
 recovery, housing finance, tenure, site planning, etc. A decision may be

taken to provide two residents for the tasks above in which case, dependent on
their skills and experience, there would be a reduction in short term assis
tance.
 

b. Short-term Consultants and Special Studies: These consultants
 
will provide inputs in areas requiring specific technical analysis and/or

studies. Their efforts may include, but not be limited to: 
 (1) a study of

the housing finance system particularly focusing on analysis and recommenda
tions related to the regular mobilization of private and public financing for
 
lower income shelter and services--the study would include the matter of
interest rates and subsidies and their role in public housing finance; (2)

assistance in establishing effective cost recovery mechanisms; and (3) assis
tance with specific GOJ shelter management contraints; and (4) assistance with

establishment of an evaluation and monitoring system.
 

c. Training: Given the lack of experienced and trained personnel,

particularly in the public sector, there is 
a demonstrated need for specific
short term in-service and external training at middle and senior staff levels

in the shelter institutions. Jamaica has had some participation in the AID
 
PRE/Housing Shetler Training Workshop for senior professionals, and continued
 
annual participation by a limited number of private and public personnel would
 represent a key component of the training elements of AID's strategy. 
A

second component would be several two week mini-courses/workshops on shelter
 
development to reach 12-15 working level staff of the various shetler and
 
shelter-related agencies. The third component is short courses in housing

finance and financial management in the U.S. for selected Jamaicans.
 

3. Illustrative Budget
 

-- 3 years resident technician $310,000 
-- Short term consultancy and special

studies--t0 person months II0,000 
-- Training (excluding long term U.S. 

study) 80,000 
$500,000 

PRE/Housing and Mission funds are currently providing technical assis
tance to strengthen Phase I implementation capacity which will impact on Phase
 
II. This includes:
 

- a 30 day finance and accounting consultant to the MOC
 
(work underway). PRE/Housing funded.
 

- a 30 day senior engineer consultancy to the SSD to 
assist with operations management reorganization
(September 1981). PRE/Housing funded. 
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a two week preliminary policy input to the HOC
 
(work completed). PRE/Housing funded.
 

--	 Housing Policy, National Settlement Strategy and
 
Shelter Sector Assessment work (September-November, 1981).
 
PRE/Housing and Mission funded.
 

PRE/H and Rission funds will provide future technical assistance through
 
a separate, full-scale recovery study, including the interest rate structure,
 
prior to the disbursement of Phase II funds.
 

G. FINANCIAL EFFECTS ON SUB-PROJECT BENEFICIARIES
 

The target population for both sub-projects is defined as families whose
 
incomes fall below the median income as defined by the Jamaican Mortgage Bank
 
and the U.S. Embassy. No official GOJ measure of household income in Jamaica
 
has been carried out since 1968. According to the JMB/Embassy information, a
 
reasonable estimate for median household income for urban areas is US$3,370
 
(J$6000) per year.
 

Both sub-projects have been planned in such a way as to ensure that the
 
costs of infrastructure to improve squatter settlements and the home improve
ment loans will be appropriate to families whose incomes fall below the median
 
income level. As discussed earlier, the level of upgrading undertaken in the
 
squatter settlement improvement sub-project will be determined on a site by
 
site basis and will be based, in part, upon the ability of recipient house
holds to pay for such improvements and on the cost recovery program adopted by
 
the government.
 

Home improvement loans will be based on a maximum payment of 20 percent
 
of the annual income of beneficiaries. Loans for home improvement are ex
pected to average US$1,000 (J$1780). Assuming a repayment period of 5 years
 
and an interest rate of 12 percent, the annual loan repayment costs would be
 
US$278 (J$494) per household. On the basis of a maximum payment of 20 percent
 
of family income, this means that an annual family income of only US$1,390
 
(J$2470), considerably below the median income, would be required to borrow
 
US$1,000 (J$1780) for a home improvement loan.
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III. INSTITUTIONAL ANALYSIS
 

A. GENERAL
 

As described earlier, this project focusses on institutional development
 
as its priority recognizing that the concepts and programs being considered

and undertaken by the GOJ and, in particular, those supported with HG finan
cing, will go nowhere unless the institutional base is there to plan and

implement these programs. This is self-evident at present as the GOJ begins

to emerge from the pre-election chaos that enveloped the country including its

housing organizations as pointed out in Section II.C.I. above on the evalu
ation of Phase I. The October 1980 election has produced continuing changes
in government policy, institutions and personnel which are aimed at improving

management and implementation performance and this includes housing. 
However,

the general lack of experienced personnel has slowed this process of change.
 

One area of weakness in Phase I and identified in the evaluations was the

formal borrower in the project and the need for a central coordinating role in
 
government. 
 In Phase I the Jamaica Mortgage Bank (JMB) acted as borrower and

assumed financial responsibility for the program. However, JMB, even though

it is government created and regulated, is 
not a direct agency of government

but acts primarily as a private institution. As such, it has no direct

control over any government agency or other private institution.
 

Thus, although the JMB has more recently exercised a stronger role as the
 
"borrower" under Phase I
as recommended in the first (1979) evaluation, it is

ultimately dependent on the good will, commitment and ability of the MOC and

the JCCUL to move the program. In Phase II it is proposed to have the Min
istry of Finance be the borrower and to have a Project Coordinator located in
 
the MOF or the MOC for overall coordination of the program. The MOF and the

Project Coordinator will, however, use similar procedures to those developed

by the JMB in Phase I.
 

From the more general institutional standpoint one other aspect bears
 
mentioning. 
Under Phase I, the Ministry of Local Government (MLG) had

responsibility for the Urban (Tenement) Upgrading component which it carried
 
out through the National Urban Upgrading Unit (NUUU). That unit was

ultimately absorbed by the Ministry of Construction when the program was
 
transferred. However, also under the aegis of the MLG at that time was an
Urban Upgrading Advisory Committee (UAC) to coordinate the various interests
 
involved in that program. There appears to be a real need for some type of
government oversight committee covering its various shelter and urban upgrad
ing programs, particularly in view of the still-being formulated shelter

policy and the broader urban programs the government is contemplating (and to
 
which AID might provide assistance - see Section in CDSS). The Mission/RHUDO

will encourage the establishment of such a committee as part of Phase II with
 
the MOF as borrower.
 



27
 

B. MINISTRY OF CONSTRUCTION (HOUSING)
 

Subsequent to the authorization of Phase I the Ministry of Housing and
 
the Ministry of Public Works were combined into a new Ministry of Construc
tion. Organizationally the Ministry is still composed of its two parts each
 
with a Permanent Secretary.
 

Responsibility for the Squatter Settlements Improvement Program in Phase
 
I was under this Ministry's Sites and Services Division (SSD) and ultimately

the Urban (Tenement) Upgrading Program along with the personnel of the NUUU
 
who administered it, moved into this division. 
Responsibility for implemen
tation of the World Bank's large sites and services program also rested with
 
the SSD. The MOC, and particularly its SSD, has been affectd by the broad
 
government changes but has also been subject to substantial staff attrition
 
over the past year. With the stabilization of the general environment, work
 
should now be able to accelerate on shelter projects but staff vacancies and
 
the inexperience of new employees have slowed the process. 
 Low wages have
 
hampered recruitment of experienced staff.
 

The MOC is in the process of finalizing a new organization structure for
 
the SSD. (See Annex F for organization chart). The Division will have a
 
director and two operating components, Operations and Finance, the latter
 
including administrative functions. 
 In addition to the manager, the Opera
tions senior staff will have several engineers and a cost estimator. Finance
 
will be headed by a Controller.
 

As now contemplated, the SSD will be responsible for implementation and
 
control of the Squatter Settlements Improvement Program only (the name will be
 
changed to reflect this). 
 Each engineer will have full responsibility for a
 
group of sites. 
 Site design and planning will be the responsibility of a
 
Project Design and Monitoring Unit in the Ministry which will be a multi
disciplinary group handling planning, design and monitoring. 
 Community

development research and studies necessary to support program planning and
 
im;-ementation will be done by the Ministry's new Community Development
 
Division, also just formed.
 

In addition to the technical aspects of design and implementation, the
 
assignment of leases and the servicing of loans (processing and collections)

is assigned to the SSD for the Squatter Settlements Improvement Program.

Although the initial sub-projects under Phase I are now ready for servicing,

the arrangements have not yet been concluded. 
 One possibility is to shift
 
loan servicing to a financial institution at some future time.
 

The financial and administrative function also includes the preparation

and submission of vouchers to the JMB under Phase I. 
To date the process has
 
been fragmented, slow and error prone, leading to returned submissions, late
 
payments and problems with contractors.
 

The Ministry has indicated that recruitment of senior experienced
 
personnel is proceeding slowly. 
 In order to keep the momentum going, to
 
conclude Phase I rapidly, and to get off to 
a good start on Phase II,

additional technical assistance specifically to help with the reorganization
 
and to expedite project work is needed.
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The current resident technical advisor will be assigned to the SSD.
 
Short-term advisors are being sent to work with the Operations Staff and to
 
help establish the finance section of the Division. The Community Development

Division, responsible for the sociological surveys necessary in the site
 
selection process, will be staffed by some former members of the Ministry's
 
Co-op and Condo Unit.
 

USAID and Ehe RHUDO believe that with the organizational changes taking

place along with the supplemental TA, the MOC will have the capability of
 
implementing the remainder of Phase I and Phase II in a timely manner.
 

C. JAMAICA COOPERATIVE CREDIT UNION LEAGUE (JCCUL) AND CREDIT UNIONS
 

The JCCUL, briefly described in Section II.B-2.d., is the first level
 
implementing agent for the home improvement program. HG funds for this
 
program are on-loaned to the JCCUL from the JMB who in turn on-lends to
 
individual credit unions, currently at the same rate it pays to the JMB, i.e.,

11 percent. 
 The credit unions lend to the ultimate borrowers at 12 percent.
 
As a service to its members, the JCCUL agreed to guarantee repayment to the
 
JMB.
 

The JCCUL is a private institution and sees itself as responsive to its
 
membership. It does not, however, necessarily interpret its role as providing

special assistance to low income rural residents. It does want to promote new
 
members (this was one of the objectives of Phase I) but also wants to retain
 
its independence from Government.
 

The League currently has twenty-five employees, professional and admin
istrative. This includes managers of the following functions: mortgages;

finance and property; training; and field services. In late 1979 the League
 
assigned two of its senior staff and several other employees to work with the
 
home improvement program on a part-time basis. They are responsible for
 
administering and promoting the program. 
Overall the JCCUL performs a number
 
of functions for the program; promotion, monitoring, administration, collec
tion, and advisory for the guaranty. For the most part it has performed

successfully. 
However, it has received no fee to date (i.e., no spread on the
 
on-lending). The 1979 evaluation recommended a spread for the JCCUL. 
Negotia
tions with the JMB resulted in a 3/8 percent fee for the JCCUL. It is neces
sary that JCCUL receive this fee for the services it performs if it is to
 
continue to carry them out successfully.
 

With regard to the credit unions, none of them have extensive staff and
 
most are stretched a bit thin relative to the home improvement program. It
 
had been assumed that the $2.5 million in HG Phase I funding for this program

would not only satisfy demand but would also generate sufficient income to
 
cover costs. 
 (I percent spread to the credit union). This assumption has
 
proved generally valid but the most recent-review indicates that some of the
 
smaller credit unions do not have the capacity to manage additional funds
 
economically and effectively. Nor does the I percent spread give them the
 
resources necessary to improve tha situation sufficiently. (The credit unions
 
generally get a 4-6 percent spread on their other activities, paying 6-8
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percent for savings). Although procedures at the credit unions are generally

good, performance in some of the credit unions cited has resulted from poor
 
management and finance practices.
 

Simply increasing the availability of loan funds to the credit unions
 
would only aggravate the problems. The JCCUL will, in the remainder of Phase

I and in Phase II, apply more stringent criteria to credit unions applying for
 
loans to ensure they have the capacity to handle them. It will, at the same
time and in conjunction with AID, have to step-up its training and advisory
 
services to individual credit unions.
 

D. FUTURE INSTITUTIONAL ASSISTANCE
 

As the new government moves to rationalize its shelter and urban programs

and with the intended issuance of a new comprehensive national housing policy,

there are implications for the broad array of institutions operating in the
 
sector.
 

First, as mentioned earlier in this section there is need for some 
type

of senior Urban Advisory Committee to coordinate and oversee the Government's
 
efforts including policy formulation, in this sector.
 

Also as mentioned earlier, consideration is being given to having the
 
Jamaica Mortgage Bank concentrate, as originally intended, more on its
 
secondary mortgage market operationa; and mortgage insurance and reduce or

eliminate its primary lending activities. One other approach would be the
 
creation of a government housing finance institution which might incorporate

both the JMB and the National Housing Trust's lending activities;
 

In such a scenario, the NHT's project development work might go to the
 
MOC or the National Housing Corporation or both. As described above, the MOC
 
is already in a state of reorganizing itself to re-group the management of its
 
programs.
 

There are, obviously, a rnumber of other overall reorganization moves the
 
GOJ could make. The purpose of this section is to suggest some of them and to

indicate the range of possibilities where AID might provide some assistance
 
and advice through the studies it will undertake and working relationships

which will be established.
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IV. TECHNICAL ANALYSIS
 

A. SQUATTER SETTLEMENTS IMPROVEMENT
 

1. Construction Costs and Construction Management
 

Squatter areas being upgraded under Phase I average slightly more than
 
100 persons per acre (plus or minus 20 families or households per acre). The
 
number of dwelling units does not necessarily equal the number of families as
 
there is often more than one family per dwelling unit. In addition, more than
 
one dwelling unit may be located on a lot, which is usually the case when an
 
extended family occupies the lot. Without central sewerage facilities,
 
densities average 10 to 12 lots per acre with a minimum lot size of 1,500
 
square feet. With central sewerage facilities, the number of lots per acre
 
can be increased to between 15 and 20 per acre. Assuming 15 lots per acre and
 
20 percent of the area for roads and paths, the average lot size can be
 
increased to 2,323 square feet.
 

Under Phase I the estimated cost of infrastructure was J$33,900 per acre
 
or J$2,250 per lot. Due to inflation, currency devaluation and other factors,
 
the original estimates of cost proved to be far too low. Actual costs are
 
expected to fall within a range-of US$3,370 (J$6000) to US$3,933 (J$7000) per
 
lot. Phase II costs are being estimated on this basis, i.e., US$4,000 per
 
lot.
 

In spite of efforts to keep costs down, incomes among the target popula
tion have not kept pace with the rapidly increasing cost of providing basic
 
infrastructure. In order to continue the squatter settlement improvement
 
program, the range of services to be provided will be re-examined and a
 
revised site selection system will be established.
 

In carrying out future upgrading programs, the highest priority will be
 
given to the establishment of tenure. Land ownership is deeply embedded in
 
the Jamaican traditional value system, and it is an essential element in
 
achieving the degree of individual commitment of time, energy and financial
 
resources required to make any shelter improvement program a success. Any

efforts to provide tenure to squatters must involve rationalization of the
 
irregular settlement pattern that is characteristic of these communities.
 
This would include surveying and, in some cases, site grading.
 

Decisions as to the level of upgrading measures to be carried out will be
 
made on a site by site basis. In considering secondary levels of upgrading
 
first priority will be given to reducing overcrowding and carrying out
 
measures that would eliminate or reduce health and environmental sanitation
 
problems. The third category of upgrading activities will be service com
ponents; water, roads, footpaths, drainage, sewerage, electrical services and
 
community facilities.
 

The level of upgrading that will be undertaken will vary from site to
 
site. Questions of community goals and affordability will have to be
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addressed before a 
decision can be made as to the level of services. In
 
practical terms this will mean that roads may be paved or simply laid out
 
compacted with an aggregate material. Water may be supplied to individual
 
houses or from community standpipes. A water-borne sewerage system may be
 
constructed or waste disposal measures may be limited to pit latrines.
 
Similarly, in some cases community facilities may be provided and staffed,

while in other cases land may be set aside for future development of public

facilities and "nothingmore. In all instances, every effort will be made to
 
keep community improvement costs below US$4,000 per plot.
 

The Ministry of Construction will be responsible for developing the
 
upgrading program and specific programs for the selected sites. 
 Community
 
input will be solicited and incorporated in the final decision as to the scope

and level of upgrading to be carried out at each site but the decision will be
 
made by the MOC. The Ministry will also be responsible for production of
 
technical documentation, selection and supervision of private contractors to
 
carry out capital improvements and distribution of tenure. Wherever possible

local labor and labor intensive techniques will be utilized. Self-help will
 
also be strongly encouraged.
 

2. Location of Project Areas
 

There will be approximately fifteen sites selected for financing under
 
Phase II to be selected from several hundred potential sites. Criteria will
 
be established for site selection during the negotiation of the Implementation

Agreement. Sites will be selected on an island-wide basis but will reflect
 
areas of greatest need. (See Annex E for proposed sites.)
 

It is expected that the number of families per site will average about
 
160-170 but sites might run as low as 50 families or as high as 500.
 

B. HOME IMPROVEMENT PROGRAM
 

1. Location of Project
 

Under Phase I of this project the Home Improvement Program was initially
 
directed at small farmers and families in rural areas. Under the latter part

of Phase I and in Phase II, the program has been expanded to include people in
 
both urban and rural areas. Recipients of home improvement loans will be
 
members of credit unions belonging to the Jamaica Cooperative Credit Union
 
League. The credit union system in Jamaica is well established with branches
 
throughout the island. Home improvement loan recipients will come from the
 
lower income levels within the credit union movement and emphasis will be
 
placed on the recruitment of new members.
 

2. Construction Arrangements
 

The individual loan recipients will be responsible for arranging for all
 
loan-financed construction. Because the units will be scattered over the
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country it will be impossible to establish on-site inspection for each of the
 
loans by the JCCUL. Reliance on the.ability of the recipients to select the
 
proper help and secure adequate materials is therefore an essential component

of the sub-program. However, the close relationship between the credit union
 
and the client makes the supervisory problem acceptable. Since credit -anion
 
members are responsible for the action or inaction of each member, a good
 
foundation exists for the monitoring of the loan program for home improvement.
 

C. CONSTRUCTION INDUSTRY AND CAPACITY
 

Because of the overall slowdown in the Jamaican economy which has af
fected the construction industry there is considerable excess capacity among

contractors. However, contracting procedures utilized by the MOC in recent
 
years have not been good. The MOC intends to tighten up both its procedures
 
on contracting and supervision of construction work. As with other aspects of
 
its management, weak and inefficient p.ractices have been allowed to develop.

This is 
an area where the resident advisor will concentrate and short-term
 
assistance will be provided to help strengthen the function.
 

The effectiye supply of building materials is another area that will get

attention in Phase II. Again, during the period of deterioration in Jamaica's
 
economy, building materials availability dropped off drastically. Construc
tion prices rose by 25 percent per year from 1976 to 1980 much of this due to
 
the cost of imported building materials.
 

The situation has eased somewhat and the availability of materials is
 
less a problem than in the past. It is, however, an area that will have to be
 
closely monitored and the matter will be raised with the MOC as part Cf the
 
implementation process.
 

D. ENVIRONMENTAL IMPACT
 

A negative determination has been made with respect to the impact of this
 
project on the Jamaican environment. The IEE was approved by the Office of
 
Environmental Affairs September 4, 1981.
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V. SOCIAL ANALYSIS
 

A. OVERALL IMPLICATIONS
 

The HG program is designed to support, develop and improve the social

infrastructure of urban areas inhabited by low income families. 
 It is also
directed at improving the housing and community services available to low
 
income families living in rural areas.
 

Under the first phase of this project careful analyses of the socio
economic profile of the target populations were carried out. 
 These analyses
were very useful in ensuring that activities carried out under the various

sub-projects were directly responsive to the needs of community residents.

The second phase of the project will build on the lessons learned earlier.
 

A new Community Development Division has been established in the Ministry
of Construction. 
Prior to embarking upon any squatter area upgrading efforts

in the future, the Community Development Division will be called upon to con
duct surveys and, to undertake educational efforts.
 

Every effort will be made to minimize the disruption of communities.

In the squatter settlement improvement sub-project, the HG also supports an
improvement approach rather than one of displacement. Provision of tenure of
 
an improved lot should give the squatter a sense of stability that will
 
without doubt result in an improvement of his own shelter.
 

The Home Improvement Loan sub-project now includes persons in both urban
 
and rural areas who are members of credit unions. Credit unions are evenly

distributed throughout the island, although a slightly higher percentage of

members reside in rural areas, thus giving the sub-project a broad social
base. In 1981 there were approximately 192,000 credit union members. 
Members
 
come from all walks of life, but recipients of home improvement loans will
 come from the lower end of the membership's income scale because of the median
 
income requirement.
 

B. TARGET GROUPS
 

Recipients of home improvement loans and beneficiaries of squatter

settlement improvement efforts will be families whose incomes fall below the

estimated median income of US$3,370 (J$6000). Home improvement loan funded

activity and squatter settlement upgrading efforts will take place in a wide
 range of locations ranging from downtown Kingston to small farms in more
remote settings. 
The following provides some data concerning the characteris
tics of residents of selected squatter settlements which although obtained

several years ago, is considered representative of today's situation.
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SELECTED SOCIAL DATA - KINGSTON SQUATTER SETTLEMENTS
 

Median Age 20 
Percentage Female 50% 
Household Size 5 
Household Headed by Women 40% 

Density (People/Acre) 100 
Owner Occupancy 
Average Education Level Primary 

* Source: Doctor Orlando Patterson, Harvard University. 1979 

Sixty percent of the women of Jamaica are in the labor force. The percen
tage is higher among the urban target population where many women work in the
 
informal sector. This high level of employment is necessary because almost
 
half of the urban families are headed by women. Even in households with a
 
male head, income is so low that women must contribute to household income.
 
Women will be eligible as head of household for home improvement loans if they
 
are credit union members.
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VI. ECONOMIC ANALYSIS
 

A. CURRENT ECONOMIC SITUATION
 

Jamaica has compiled a dismal economic record over the past seven years.

Between 1974 and 1980 GDP declined by 17.7 percent while real per capita
income declined by more than 23.7 percent. 
 Along with this decline in produc
tion and real incomes was a large increase in unemployment. At the last
official measurement, in October 1980, unemployment stood at 26.8 percent.
great deal of underemployment is hidden in employment data.
 

Four factors were primarily responsible for the rapid decline in the
 
Jamaican economy: 
 A precipitous decline in private investment, a series of
unexpected shocks to the external accounc 
(a sharp rise in oil prices and a
 
major decline in revenue from tourism), the GOJ's miscalculation as to the
ultimate effects of a levy on bauxite production and a series of deficit
 
budgets financed by large short-term foreign borrowings.
 

As the economic situation deteriorated, production declined or stagnated

in all major sectors of the economy. The decline was particularly great in
the manufacturing and construction sectors. 
 Production declined by 40 percent

between 1975 and 1980 in the manufacturing sector with a loss of 10,000 jobs.
The construction sector has declined by more than 40 percent since 1975. 
 The

loss of jobs totaled 18,000, i.e., 
more than one-third of those employed in
 
construction.
 

The Jamaican economy's contilued poor performance through 1980 was due,
 
as in immediately previous years, to severe shortages of imported raw

materials and other inputs for manufacturing and agriculture due to the
 
scarcity of foreign exchange. This scarcity of foreign exchange not only has
been a principal cause of economic deterioration in Jamaica for s2veral years,

but is the major constraint on Jamaica's economic recovery. 
Without sufficient foreign exchange, recovery will be impossible regardless of the avail
ability of other critical inputs.
 

To address this problem, the administration elected in October 1980 has

developed a three-part strategy which calls for (1) large-scale emergency

balance-of-payments assistance to be used to finance imported raw materials,

spare parts, and other inputs for manufacturing, agriculture, and tourism; (2)
a major increase in foreign exchange earnings from exports and tourism by

greater utilization of existing capacity; and (3) increased new investment by

both domestic and foreign entrepreneurs to achieve a positive

balance-of-payments pattern. 
The first part of this strategy, at least for

the first year of the recovery program, is now almost assured. 
The government

has concluded negotiations with the International Monetary Fund on a program
which will provide some $700 million in balance-of-payments support over the
 
next 
three years, about $300 million of which will be available beginning on
April 1, 1981. 
 In addition, it is in the final stages of negotiations with
other multilateral financial institutions, with bilateral donors, and with
commercial banks for even greater amounts in financing. 
Together, this
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financing and expected foreign exchange earnings from exports and services
 
will provide the Jamaican economy with most of the foreign exchange needed to
 
facilitate a real GDP growth rate for the first time in eight years.
 

B. IMPACT OF PROPOSED HOUSING GUARANTY
 

1. Balanc of Payments
 

The current account of the balance of payments showed a substantial
 
deficit throughout the 1970s. 
 The deficit peaked in 1976 at US$341 million or
11.4 percent of GDP. The implementation of increasingly tight controls on
 
foreign exchange resulted in a sharp decline in imports and helped bring about
 
an improved balance-of-payments. 
 In 1980 the deficit in current account
 
decreased to US$228 million or 
7.8 percent of GNP. In the late 1970s the

deficits in the current account were mainly financed by public external
 
borrowing and by increases in the liabilities of the Bank of Jamaica. 
By 1976

commercial payments arrears 
started to accumulate and for the first time the
 
net foreign assets position of the Bank of Jamaica turned negative. By the
 
end of 1980 the Bank had a negative foreign assets balance of US $536 million.
 

With the signing of the IMF Agreement in early 1981 and subsequent

infusions of balance-of-payments support from a number of donors, the situa
tion is somewhat less critical than in the past. Nevertheless, the Bank of
 
Jamaica has been forced to borrow heavily at very high interest rates and for
 
very short periods of time. 
 The provision of an additional $15.0 million HG
loan with its 30-year term and 10-year grace period would provide additional
 
significant relief fren the current balance-of-payments problems.
 

In addition to providing much needed balance-of-payments support, other
 
benefits are expected to include increased productivity and employment
 
generation.
 

In summary, the additional $15.0 million HG loan should have a positive

overall impact on the external and internal sectors of the Jamaican economy.
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VII. FINANCIAL ANALYSIS
 

A. IMPACT ON IMPLEMENTING AGENCIES
 

Funds will flow on to the Squatter Settlements Improvement program from
 
the MOF to the ROC. Whether this will take the form of some type of loan from
 
the MOF or be treated as a normal budgetary allocation has not been decided.
 
Since MOC normal lending rates for its programs are now 8 percent it is
 
assumed that, at least initially, the Phase II HG project also will set its
 
rates at 8 percent. Therefore, if MOF does opt to on-lend the HG funds to MOC
 
it will be at less than 8 percent.
 

In the case of the Home Improveprovement Loan program through the credit
 
unions, Phase I HG loans rate to the credit union members were 
12 percent

including a 1 percent spread for the credit union. 
 It has :ecently been
 
agreed that the JCCUL will receive a 3/8 percent spread on the Phase I HG and
 
presumably this spread will apply to Phase II. 
 Thus, the HG funds should be
 
made available by MOF to JCCUL at a rate of 10 5/8 percent.
 

This implies some 
subsidy from the MOF to the credit union movement given
 
current HG rates and this is consistent with government intentions to stimu
late the private sector. 
 In the case of the MOC, this is an inter-government
 
exchange of funds. The MOF will, of course, have the use of the foreign

exchange whereby HG rates must be compared to short-term external borrowing
 
rates by the GOJ of 19-22 percent.
 

The project should also have a favorable impact on credit union savings.
 
Assuming 50 percent of the recipients of home improvement loans are new
 
members and that such new members deposit $J10.00 per month (J$120 per year),
 
new savings at the end of the disbursment period of the HG will be almost J$2
 
million.
 

B. FINANCIAL ARRANGEMENTS AND COST RECOVERY
 

1. Squatter Settlements Improvement
 

Under the first phase of this project the GOJ proposed that approximately
 
40 percent of the infrastructure costs to the tenant/owner be recovered over a
 
49 year lease period. The remaining costs were to be recovered through user
 
charges. The experience to date in attempting to determine both the lease
 
charges and user charge system has not been entirely positive. As a result,

the GOJ is actively considering modifications to the present system in order

that the problem be resolved as Phase I lease assignments are now about to be
 
made.
 

Phase II will incorporate the same basic cost recovery formula which is
 
adopted for Phase I. Using the current 8 percent interest charge by MOC with
 
a 49 year lease period for cost recovery purposes and taking 40 percent of the
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average cost of improvement per plot in Phase II, i.e., 
40 percent of US$4,000

equals US$1,600, repayment by the beneficiary would be US $9.65 (J$17.18) per

month. For illustrative purposes, if the capital recovery portion of user
 
charges were computed on the same basis, i.e., 
49 years, than total payments

would be based on the full US $4,000 cost. In such a case payments would be
 
US$24.12 (J$42.93).
 

If 20 percent of income were available to make these payments a family

with an annual income of J$2,575 would be able to afford them; well below the
 
median income being used in this project.
 

2. Home Improvement
 

The Home Improvement sub-project will be carried out by the Jamaica
 
Cooperative Credit Union League and its member credit unions. 
The credit

union movement services almost 200,000 members by providing reasonably priced

loans. Current loans for home improvement are 12 percent vs. the 13-14 per
cent now charged by building societies. The credit union system has well
 
established lending practices which offer members both secured and unsecured
loans. 
 In carrying out the second phase of the Home Improvement Program the
 
credit unions will follow their present loan policies which are based on an
analysis of the prospective borrower's needs, past experiences with debt and
 
the applicant's ability to repay (see Annex D for lending criteria). 
 The

credit unions will also consider mrking home improvement loans to members who
 
do not own the land on which their house is built, provided there is an

adequate lease-hold instrument. This policy has been instrumental in aiding a
 
large proportion of the rural population and will continue to be very impor
tant in the future.
 

Disbursement of loan funds will be made by the Jamaica Credit Union
 
League, following submission of executed loans for home improvement from
individual credit unions. 
 The League will provide direct loans to the.indivi
dual credit unions for the amount of the loan. 
The loan amount will not ex
ceed 85 percent of the face value of the executed loans with a minimum of 15
 
percent provided by the credit union. 
 Each individual credit union will be
 
responsible for the collection of loan repayments and for verifying that the
 
loan proceeds are used in the proper manner.
 

The JCCUL has developed a general policy that these funds will be used
 
for housing improvements. 
 The reflow of funds will be directed to home im
provement loans as far as possible. 
The JCCUL will attempt to maximized the

reflow for second loans. They are also considering the use of a revolving
 
fund.
 

Previous experience under the Home Improvement sub-project shows that
 
loans of J$1,000 or less are generally repaid within twelve months. However,

to give some indication of income levels which can be reached with this pro
gram, a loan of J$1,000 at 12 percent repaid over 5 years would require pay
ments of only J$22.24 per month or about J$267 per year. 
Assuming that a
 
borrower is prepared to pay 20 perdent of his income for the loan, an income
 
of only J$1,335 would qualify.
 

http:US$24.12
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VIII. PROJECT IMPLEMENTATION
 

A. ADMINISTRATIVE ARRANGEMENTS
 

1. 	Genera.
 

Under Phase II of the Project the borrower will be changed from the

Jamaica Mortgage Bank (JMB) to the Ministry of Finance (MOF) as a result of
the need for a stronger coordinating role in the Project and the GOJ's
 
decision to place greater emphasis on the JMB's role as 
a secondary mortgage
bank and in providing mortgage insurance. The responsibilities of the bor
rower, the MOF and the implementing agencies, the Ministry of Construction and
the Jamaica Cooperative Credit union League (JCCUL) are compatible with exist
ing authorities, responsibilities and programs.
 

The MOF, as borrower, will control and monitor all disbursements to the
implementing agencies through a Project Coordinator based in the MOC or the

MOF. The MOF has experience with the disbursal of external loans but has had
only limited contact to date with the HG program. The Ministry is, of course,

also interested in the use of the foreign exchange.
 

The MOF will be responsible for the review and approval of the contrac
tual arrangements between the implementing agencies and the primary lenders

for the two sub-projects. 
 It will also review and approve the proposed
improvement standards and cost recovery plan for the squatter settlement
 
upgrading program. 
In approving these arrangements, the Ministry of Finance

will use the general criteria and operations procedures approved by AID for

both of the sub-projects. The following institutions will participate in the
 
program in addition to the Ministry of Finance.
 

a. 	The Ministry of Construction: responsible for the
 
settlement improvement sub-project;
 

b. 	the Jamaica Credit Union League: 
 responsible for
 
the credit union system and home improvement loans
 
made by the credit unions;
 

c. 	the Credit Unions: to participate as primary lenders
 
in the urban and rural home improvement sub-project.
 

Based on the recommendations contained in the second AID evaluation and

the GOJ's experience, the role of the Ministry of Local Government (MLG) will
be diminished. 
 There will be continued liaison with the MLG regarding their

normal inputs in water sewage and planning, but the Lease Law functions now
assigned to the Ministry will probably be transferred to the MOC, thus consolidating much of the tenure process of selection, declarations, negotiation

and 	lease assignment in one Ministry.
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2. 	Squatter Settlement Improvement Program
 

A newly reorganized unit of the Ministry of Construction wiil administer
 
this program. This unit will have essentially the same functions as the
 
existing Sites and Services Division with one important difference: it will

focus exclusively on implementation of settlement improvement, upgrading and
 
the 	provision of minimally serviced plots. As discussed under Section III.,

the 	responsibilities for completion of basic shelter units and consolidation
 
of previously funded, but uncompleted sites and services projects will be the
 
responsibility of a separate management entity. 
These changes reflect the
 
MOC's effort to streamline the management and implementation process.
 

Each squatter household will enter into a leasehold agreement with the
 
MOC. Upgrading costs and new service costs will be recovered through these
 
payments. A newly organized community development section will operate out of
 
the 	office of the Minister of Construction to service the new settlement
 
improvement unit.
 

3. 	Home Improvement Loan
 

The role of the JCCUL will remain essentially the same as in the first
 
phase. It will draw funds from the 
IOF for on-lending to its credit union
 
members for home improvement loans. 
 JCCUL staff will continue to administer,
 
monitor, promote and provide technical assistance to the program.
 

The credit unions will process loan applications and service the loans.
 
The spread to the credit unions (now 1%) will be analyzed to see if some
 
increase is justified. Some sort of spread to cover costs will also be
 
examined for the JCCUL. Currently this has been agreed to for the remainer of
 
Phase I at 3/8 percent.
 

B. CONDITIONS
 

With the authorization of the FY 81 $15.0 million loan, the MOF will be
 
advised of the general terms and conditions of the HG, including the 
con
ditions tions precedent to seeking a U.S. investor and loan negotiations.
 
These conditions will include:
 

1. 	progress satisfactory to AID on implementation of the Phase I $15.0
 
million loan, project number 532-HG-010, including a new, revised
 
cost recovery plan and agreement on new land tenure instruments;
 

2. 	reorganized and adequately staffed Sites and Services and Community

Development units in the Ministry of Construction;
 

3. 	a Phase I Project Delivery Plan including a financial and construc
tion schedule for each sub-project;
 

4. 	a substantial number of leases shall be signed to cover the individ
ual projects that have been completed under the Phase I project; and
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5. 	the completion of the study, in form and substance satisfactory to
 
AID, of the interest rate structure in Jamaica and its effect on the
 
housing sector.
 

C. IMPLEMENTATION SCHEDULE
 

The loan will be disbursed over a 30-month period. An Implementation

Agreement will be negotiated in March 1982 with a loan agreement anticipated

in May 1982. These dates are subject to change based on GOJ actions on the
 
conditions above.
 

A full time advisor is presently working with the MOC and JCCUL. 
This
 
technical assistance arrangement will expire in December 1982. 
 If satisfac
tory progress is made by the GOJ on 
the conditions above, additional technical
 
assistance will be considered for placement in mid-1982.
 

Included for Phase II will be additional short and long term technical
 
assistance including a resident Project Coordinator in the MOF or the MOC.
 
Recruitment will start as soon as 
funding is available in early FY 82.
 

D. AID MANAGEMENT
 

The project will be under the direct management (development, negoti
ation, implementation) of the Office of Housing's Caribbean Regional Housing

and Urban Development Office (RHUDO). The Assistant Director in charge of the
 
office is currently based in Washington, but day-to-day management will be

provided by the Regional Housing Officer based in Jamaica and attached to the
 
USAID. As a significant part of AID's bilateral assistance program to
 
Jamaica, USAID/Jamaica will provide the policy framework with which the
 
project is implemented. Short term assistance, either from the Office of
 
Housing or consultants to the Office of Housing will be available as 
needed.
 

E. MONITORING AND EVALUATION
 

A new project monitoring system is expected to be established by the MOF

and the MOC, with the assistance of AID. This management tool will lend it
self to the preparation of quarterly progress reports which will be submitted
 
to AID prior to regular review meetings chaired by the project manager. These
review meetings will include participatiou by the chief officers of the imple
menting agencies, RHUDO staff and senior representatives of the MOF, the MOC
 
and the National Planning Agency.
 

In accord with Office of Housing requirements, annual regular evaluations
 
will be undertaken commencing one year after a new loan is signed.
 



PROJ ECT DESIGN SUMMARY 

LOGICAL FRAMEWORK 

?,o.c, TI,,.&N..- . damaica - Urban and Rural Shelter Improvement 532-HG-Ol 1sep.s.d: 
NARRATIVE SIAWARy 

P..., 0 6 *. Sector Gos1: Th. b-der b.. ,.* t. 

"-ch 16A peoect cesnihles: (Ac, 

to improve the overall quality 

of life of low income families 

by improving the conditions of 

their shelter. 


Priect Puo..: (3;; 

to demonstrate methods of shelter 
development. . 
to assist the GO] and the private
sector to develop the institution 

al, financial, planning and 
implementational network necessar 
to provide adequate shelter and 
related services. 


P, oject (C-I, 
1.) Squatter Settlement Improve-

ment Program (SSI) to secure land 

tenure andprovidetion.

2.)Credit Union Home Improvement

Loan Program (CUHIL) to facilitat 

home improvement loans to familie 

of below median income, 

3.)scope of Ministry of Construc-

tion (HOC) staff expanded.
 

P oiec Inputs: (D1) 

1.HG 

2.TA 

3.GOJ 

4.credit unions 


rI 	 08.:Eclri'ELY "ER:F:AELE IHDICATorTs
I 	 .,osurosof GoAl .chi..ee,,: (A-2) 

increase in the number and 

percentage of low-income 

households living inareas 

with improved'basic services, 

land tenure, or improved 

houses.
 

Caditiensal i, U indicate -juse has been 

oievo&l End-of-P~iectl IIafts. 1l114)
 

i)fhelter-related service stand 

ards raised insquatter set-

tlements. 
2)credit unions expand access 
to-below median income people
3) staff capability at HOC to 
carry out project design, up-

grading, cost recovery system 

ignioM. .1 Gusluts1tpi: c-2)
1) 	approximately 15 squatter 
sites improved, comprising
 

2) approximately 5900 home 

improvement loans financed. 

3) TA staff training and 

expansion in place. 


Iplem ntotion Target (Type and Quantity) (D-2) 

1. US$15million 

2. US$2.5 million including 

land for SSI Program.

3. long and short term T.A. 

to SSI and CUHIL Programs.

4. US$900,000 (credit unions) 


MEANS cF VE-RIFICATION 

(A-3) 

project monitoring and evaluatin 
by RHUDO and borrower. 

periodic reports from partici-

pating agencies. 


periodic reports from public 

and private sector institutions. 

RHUDO monitoring and evaluation. 


(C-3) 
1)RHUDO monitoring and evalua-, 


2) GOJ and Jamaican Cooperative- HOC funds full staff.
 
Credit Union League (JCCUL) 2) efficient project administra-


Li, e!P~oiyt:
 

WY' ,y 85
 

I1ari981 

IMPORTANT ASSUJAPTIONS
 
Asspi-s 1. chm-9 "al targets: (A-4)
 

continued GOJ commitment to 
shelter for the poor as a major

priority.
 
completed projects result in
 
replicable improvements.
 

Assumptions fIr edtievriipurpo: ( 4) 

G continues to support coordin
ated shelter-infrastructuoe
 
aters.
 
programs. 
domestic lending rates to be set
 
at realistic levels.
 
JCCUL continued commitment to
 
shelter-related loans affordable
 
to 	below median income group.
 

Aesa.pWiee I. we ing evpus: (C-) 
1)HOC improves land acquisition
 

process, cost recovery process.
 

reports. 

3)TA reports, 


(D-3) 

:1) disbursement records. 

2) RHUDO monitoring. 

3)JCCUL records. 


tion by JCCUL and local credit
 
unions, and their active solici
tation of low income clients.
 

Assumptions for providing inputs: (D-4) 

1) US investor interest. 	 Cl 
2)	continued presence of OPG TA.
 

US technicians available
 
for TA.
 

3) GOJ accepts HG loan rates.
 
GOJ funds budget as planned.
 
HOC reorganization completed.


4) credit unions meet comittent-.
 

C 
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MINISTRY OF CONSTRUCTION (HOUSING) 

P.O. BOX 397,
ANY ip"OR SUISIOUI[NY 2IIII9 
TO THIS COMMUNICATION s.ouLO. 
A00495510 
 TO THIl 1,.MANET 	 KINGSTON 10,
OCCRSTARY .%NO T.IC ,OLLOWING 
1"FINC UOOI. JAMAICA 

No 	 15th July, 19 81 

The Director,
 
USAID 'Mission and Office of Housing
 
16 Oxford Road
 
Kingston 5.
 

Attention: Mr. J. Hjelt
 

Dear 	Sir,
 

I wish to confirm our recent discussions on the steps
 
being taken by this Ministry to accelerate and complete the imple
mentation of the Squatter Upgrading Programme, USAID-532-HG-01O.
 

2. In this regard, we are presently finalising the
 
reorganisation of the Sites and Services Division, changing its name,
 
immediately selecting a new Project Director and assigning staff into
 
projecr: implementation sections with production responsibilities
 
delegated to four Senior Engineers, one Financial Controller and one
 
Cost 	Estimator. (See Organisation Profile at Appendix I).
 

3. Notwithstanding the above approach to the Division's
 
reorganisation, we have met with serious constraints in our search
 
for senior, experienced professionals to improve and sustain the
 
desired level of project implementation. Based on this evaluation,*

and the difficulties being experienced in present programme constraints, 
we are requesting AID's urgent consideration in providing-limited 
short-term technical assistance to he.lp with 

i) 	streamlinig of the reorganised Sites
 
and Services Division;
 

ii) 	 expediting the completion of the on-going

projects.
 

The specific requirements are: 
a) the assignment of Mr. Roy Ocasio (CUF) 

for a period of 3-6 months as Advisor 
to the new Sites and Services Project 
Director.
 

b) 
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USAID Mission and Office of Housing.
 

b) 	the provisio:i of a finance and accounting
 
analyst for 30-60 days (inthe first instance)
 
to establish this section of the Division on
 
a sound basis of accountability.
 

c) the provision of shelter professionals(Engineers)
 
for 60-90 days to work as counterparts to our
 
new Operations Staff in the implementation of
 
the Squatter Upgrading Projects. (See Appendix II).
 

4. You will no doubt agree that our housing programmes must ideally
 
relate to a comprehensive, national integrated development programme.

In this regard, we are also seeking AID's urgent assistance in providing

professionals with the expertise to assist in:
 

i) 	fine tuning certain areas of our National
 
Housing Policy;
 

ii) 	the preparation of a shelter sector assessment
 
and project design.
 

The 	scope of work for these professionals is attached as Appendix III.
 

5. Sometime ago AID had assisted in the development of a Post
 
and Panel prefabricated system for the construction of Owner/Occupi.er

houses. This system is still relevant to and will greatly assist in
 
our housing production thrust. It now requires upgrading and enlargemen
 
to a capacity of about five thousand (5000) units annually. AID's
 
assistance is being requested to finance the improvement of the Post and
 
Panel system. Please see the attached analysis of types and cost of
 
Owner/Occupier houses at Appendix IV for your scrutiny and consideration.
 

6. We are now engaged in sociological surveys and assessment of
 
twenty-eight sites for squatter upgrading, among which will be the six
 
priority growth points for next year's development programme. These
 
will be implemented in keeping with Government's strategy of developing
 
120 Regional, Sub-Regional and District centres within the framework of
 
a National Settlement Strategy. Fifteen sites will be finally selected
 
for the 1981-82 programme of upgrading and improvement to cater to the
 
low income target group. The list is attached at AppendLx V. and in
 
this regard AID is requested to provide the US $15M second rranche of
 
the $30M Housing Guaranty Programme for the 198-83 programme.
 

7. I wish to thank you for your usual interest and cooperation

in these matters.
 

// 

(Easto Douga
 
Permane S ary'.
 

http:Owner/Occupi.er


ANNEX C
 

JCCUL LOAN ADMINISTRATION
 
RESPONSIBILITIES AND EXPENSES
 

The JCCUL is responsible for the following tasks associated with the
$5 million of the HG loan to be disbursed to credit unions for home improve
ment on-lending:
 

" Special assistance to individual credit unions in executing
 
a loan promotion campaign.
 

" Collection and tabulation of credit union loan repayments to
 
JCCUL.
 

" Repayment of the loan to 
the primary borrower (GOJ).
 

" Periodic preparation of flow of funds statements, adminis
tration expenses and indentification of any problems, including

impacts of these problems.
 

" 
General "trouble shooting" and technical support to individual
credit unions in the management and implementation of the Home
 
Improvement.Loan program.
 

The.JCCUL has agreed to a 3/8% of contingent liability per credit union
repayment period as the administrative fee for carrying out these functions.

If the credit unions collectively repay this loan on 
11%, five years, semiannual terms, the JCCUL would collect $119,000 inadministrative fees over
 
the five years.
 

Based on an estimated level of effort required to effectively perform
these administrative functions, a detailedbudget of direct and indirect costs
 was assembled (Table 1). 
 This budget, using conservative unit cost factors,
projects administration expenses to be $116,000 over five years. 
 Consequently,
the conclusion reached is that the $119,000 of administrative fees collected
 covers the $116,000 of administrativE expenses incurred, with $3,000 or a
2.6% profit margin as the return to the JCCUL for the work completed.
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COST FACTORS USED TO
 
COMPUTE PRECEEDING COSTS
 

First 30 months 


1. a) Marketing Director @
 
$12,400/yr. of effort
 
(= time) 


b) Loan Manager @ 

$11,200/yr. of effort
 
(= time)
 

c) Accountant @ $9,600/ 

yr. of effort (= time) 


2. 	a) Printing & Reproduction 

160 pp./mo. @ $.10/page 

=$16/mo.
 

b) Office Equip/Supplies 
3% of direct salaries 


c) 	Commun. & Utilities=
 
$1.6 per day X 260 

days/yr=$420 


d) 	Office vehicle: $40/ 

month=$480/yr. 


e) 	Depreciation: 30% of 

office supplies &
 
equipment costs
 

f) 	Clerical support: $4000/ 

yr. 


g) 	Postage ($20/mo.) 


(1-30) 


$31,000 


$28,000 


$24,000 


$480 


$250 


$1,050 


$1,200 


$80 


$10,000 


$600 


Second 30 months Total 5 
(31-60) Year Costs 

(1-60) 

$31,000 
20% of Ist 30 mos= 

$5,600 $33,600 

40% of 1st 30 mos= 
$9,600 $33,600 

k of 1st 30 mos. pp 
but @ .15/page= 

$180 $660 

$50 $300 

10% of 1st 30 mos= 
$100 $1,150 

5% of 1st 30 mos= 
$60 $1,260 

$20 $100 

40% of 1st 30 mos= 

$4,000 $14,000 
20% of Ist 30 mos= 

$120 $720 
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ESTIMATED JCCUL ADMINISTRATION COSTS
 
OVER 5 YRS.' ATTRIBUTABLE TO THE MGT.OF
 

$5 MILLION OF HG FUNDS
 

1. 	Direct Costs
 

a) 1 Marketing Director 

b) 1 Loan Manager 

c) 1 Accountant 


TOTAL: 


2. 	Indirect Costs
 

a) 	Printing & reproduction 

b) 	Office supplies & equip-


ment (calculator/type
writer, air conditioner
 
use included)
 

c) Communication & utilities 

d) 	Use of office vehicle 

e) Depreciation (Building,
 

office equipment, vehicle) 

f) Clerical support salary 

g) Postage 


TOTAL 

GRAND TOTAL 

First 30 

Months 

(1-30) 


$31,000 

28,000 

24,000 


$83,000 


$ 	 480 

250 


1,050 

1,200 


80 

10,000 


600 


$13,660 


196.660 


Second 30 Total 5
 
Months Year Costs
 
(3(1-60)
 

$ 	--- $31,000
 
5,600 33,600
 
9,600 33,600
 

$15,200 $98,200
 

$ 180 $ 660
 
50 300
 

100 1,150
 
60 1,260
 

20 100
 
4,000 14,000
 

120 720
 

$ 4,530 $18,190 

t19_730 t11 qnrl; 



".NWX D
 

S , 'r ,I, UlIIVII LI.,i I/t3l.1,Is'lI r"KJ,#" 

The credit unions' disbursement of HG funds to beneficiaries would
 
employ the following lending criteria:
 

The beneficiaries must meet the median income test of the
 
JCCUL as computed by them with the assistance of the Depart
ment of Statistics and the National Planning Agency.
 

• The beneficiary must be a member of the credit union from
 
which HG funds are available, to which he has applied.
 

* The beneficiary must meet the credit eligibility require
ments employed by-the credit union from which HG funds are
 
available, to which he has applied.
 



MINISTRY OF CONSTRU'CTION (iOuSING) 
SQUATTER AND LEASELAND UPGRADINIG PROGRAMiE 
PROPOSED LIST FOR TIHE SFLECTION OF FIFTEEN(15) 

PRIORITY PROJECTS
 

Financial Year 198i/82 

No Project Location Parish Ownership Estimated Estimated Existing amenities Existing infrastructure Remarks
 
population 
 acreage
 

I. Jackson Bay Clarendon Government 19 families 20 acres SchoolPolice Sta- Unemployed - 75, 
tion,Post Office, Employed - 20% 
Community Centre Self-employed 5% 

2. Golden Grove St. Thomas Government To be determined 5 acres 
3. Red Pond/Frazers St. Catherine Dr. G.C. Brown 200 persons None None Land captured,


Content, Wynters rented leased.
 
Pen. 

It. Flynns Estate Pnrtland Mrs.Patrice 80 persons 
 130 acres None Electricity, water,
 
Flynn 
 roadways.
 

5. Rectory Lands Clarendon To be deter-
 1,000 persons 100 acres None Electricity; water.
 
mined
 

6. Wareika llills Kingston Government 300 houses 30 acres None None Squatting
 

7. Africa St.Catherine Government 80 houses 20 acres None None 
8. March Pen Road St. Catherine To be deter- 250 houses 55 acres None None
 
9. New Market Oval Westmoreland 'arsh Council 2,000 persons To be None 
 Electricity; water
 

ascer
tained
 

10. [.ucea Hlarover 
 To be deter- To be ascertained -do- None
 
mined 
 Mf l M 

11. Capture Lands Westmoreland -do- 600 persons -do- None None 
 M
 

12. Falmouth Trelawny Government 1,000 houses -do- None None m -% 
13. Wentworth St. Mary Government To be ascertained -do- None Limited water supply. (o 

14. Long Bay/Little St. James UDC 60 families 750 acres None None 
Pot -

Grants Pen/Barret 

Hall 



0-

C 



No. "Project location Parish Ownersh ip Estimated Estimated Existing ameni-

IS. Logwood St. Elizabeth Goveriment 

population 

40 homes 
acreage 

15-20 
ties 
None 

L6. Woodglen 
Drive 

and Tarrant St. Andrew To be ascer-
tained 

To be aseertaine( To be None 
ascertained 

7. Cox Street St. Mary - do - 200 families -do- None 
,8. Happy Grove St. Andrew Mr.J. Barnett 200 persons .2-3 acres None 

G.(;rants Pen Road, 
Fagan Avenue 

St. Andrew To be ascer-
tained 

To be ascer-
tained 

To be 
ascertainee 

None 

Red Hills Road. 

). 66 Old Elope Road St. Andrew - do - -do- -do- School, Post 
Office, Police 


i. York Town Station.Clarendon 
 - do - -do- -do- Post Office; 

Backbush/M1ountain St. Andriw - do - -do- -do- School

Post Office;

View Avenue School 
75-77 Waltham Park St. Andrew Government -do- -do- Post Office.Road

81-91 Walthmn Park St. Andrew Government 
 -do-
 -do- None 


Road.
 
. Re-settlement project St. Anai U.D.C. 75 families None-do-

* Bull Bay 
 St. Andrew 
 To be ascer- To be ascer- -do-
 Police Station
Version Gully/Green-
 taied 
 taSned
 
vale Road
 

. Seven Miles, lll 
 St. Andrew 
 - do- -do-
 -do- None 

SItty and BridgeVie Heights 
 jt.
James  do  300 families 
 -do- None 


Existing infrastructure 

None 

Electricity; water 

2. 

Remarks 

None 

None 

None 

Along River Bank. 

Adjoining roadway; 
Electricity 

None 

None 

None 

None 

None 

None 

water 

None 

Electricity 

tni 
*M



,4NLX F
 
MINISTRY OF CONSTRUCTION
 

SITES AND SERVICES DIVISION:
 
ORGANIZATIONAL PROFILE
 

PR9J&HTOR 
 I
 

ns 
-° 
 (__ 	 I 

__ J 	 SUPPORT STAFF 

IEN,,Rs. 1
l,os. ENGos. .
 

SUPPORT STAFF
 

NOTE:
 

(a) 	This Organization is for project implementation and control.
 
(b) 	It will have direct administrative responsibility to the Permanent Secretary
 

of the Ministry of Construction (Housing).

(c) It will be supported in planning, design and monitoring by a Project


Design and Monitoring multi-disciplinary group of qualified and experienced
 
professionals.


(d) Community Development research and other investigations to, support the
 
programme will be provided by the Ministry's Community Development Division.
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MINISTRY OF CONSTRUCTION
 
DIVISION OF SITES AND SERVICES
 

(FINANCIAL SECTION)
 

PROPOSED ORGANIZATION
 

Director of Finance
 
and Administration
 

i'budget preparation
 
*supplementary budget
 
estimates 

*claims 

*JMB accounts 

*financial reports
 

Chief Accountant
 

*financial statements
 
*claims 

*general ledger 


Senior Accountants 
n i 


*prepayment 

*checking 


*contractors 


*accounts and
 
work performance
 

*disbursements 


Main Accountants 


*cashier susidiary *sunk 

*Petty cash ledgers reconciliation 
*cash receipts US/AID *vote control 
*checks 
*disibutionI 

GOJ 
*emorandum 

*purchases 

accounts 

Senior Secretary

and
 

Assistant Budget Officer
 

Stenographer
 
Stenographer
 

*cash payments
 
A*maintain book register
 

*rent
 

*traveling
 
*water sales
 
*el ectri city
 

*payment vouchers
 

*invoice register
 

I *check invoicesPayroll Officer *check sequencing
 
I machine
 

*payrolceks 
*check distribution
 
*monthly and rgse
 
fortnightly
salaries
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GUARANtMIAUMlI ZI'ON 

111'_PM~kEC '.532-W3' 

PROVIDEDl F"C 	 Husing Guaranty Athrt 

R)Th 	 Gove rnment of Jamaica 

Pursuantl to the autor ity vrested in, the A3Ssitn 1m. nis trar, Bueufor ati 
~ ~ m 	 aswe~ 

(F)n the delegations- of.'auhrt i.ssued'.0hereunder, IIhe'r~by author-ize, t e 
issuance of ',guaranties ;,pursuatt etci22o teFAo o oece 

?inerdcathe ~arbenbth~ and:.~ igAsitanceN (5f '1961" 

F~iftee Mi~lic($~~"0O, 00)in 	 assuring.:against loseE~11ar acearvunt, 
"~fnot't exde oIe hude ercen(00)o loan, invdstment-,,a ,tinterest 

wihrespect; to l'oans byeiibeUS. ivsts (Ivso)acpal to A.I.D 
meto ifinance -sh iteractEPiviein Jamaica.L 

These, guaranties shall-be subjec oth olcen terma and conditions,: 

1. i uaat~ 	 shll'exten for, a e~ido hirty,Telas -,:o pt 
ears ; -- a gractedate-of disbursement and may; include e~ 
of te year s on f pr ipa1,-The guarantieso hreamn c.p,

xtnd er&~beg inn sem6ht the,,' 
loas ad sallcctineucht~ie a te Ivesor asbeen pai~ 

loas hal ora 	 wih dis1 o'f 
wt~'l 


ifull 'purun to tetri ftelas
 

s 
to theolns .shall nt eceeath acabe6rate of intere~t:presrl 
pursuant ,,,co ,:Scion . 23(fl)- of tFAA'adsa ecni ent wt 

ratesof iteretigenerall avaial for similar-tpsolasmd 
in the long Nterm v..capial ar ets. 

2.'Itrlt ae:Terate of,- interest payable to ,the InVestor,-u uant 

3. 	 Gvrmtofaac urantyA:"4,, The Goernment; of: amaica shall 
qj.rovide 'forl' a full faith and credit. guaranty, to in ih AiD. 

guaranteed aiouof neloaspu ie m qa n ecn 
1%)~t o helns au hrzd oanpa hreoobheauno 

~ as~n pnd usmnyofA lonspaid~..~ mydtr~ ~~T 
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5. Eligibility Dates: Shelter activities commenced under Phase I
 
(532-HG-010) shall be eligible for reimbursement under Phase II (532-HG-011) 
so long as such activities meet all of the criteria in the Phase I and Phase 
II authorizations. 

6. Other Terms and Conditions: The project shall be subject to the following
 
conditions precedent to first disbursement under Phase II and to such other
 
terms and conditions as A.I.D. may deem necessary:
 

A. Progress satisfactory to A.T.D. on implementation of the Phase 1 $15.0 
million loan, Project No. 532-HG-010, including a new revised cost recovery 
plan and agreement on new land tenure instruments; 

B. Reorganized and adequately staffed Sites and Services and Community 
Development Units in the Ministry of Construction; 

C. A Phase Ii Project Delivery Plan including a fIinancial and 
construction sch,"dule for each sub-project; 

D. A substantial number of leases shall be signed to cover the individual 
projects that have been completed under the Phase I project; and 

E. The completion of a study, in form and substance satisfactory to 
A.I.D., of the interest rate structure in Jamaica and its effect on the 
housing sector. 

Marshall D. Brown
 
Acting Assistant Administrator
 

Bureau for Latin America and the Caribbean
 

Clearances:
 
PR,/lh:DMcVoy (Draft) 8/18/81. 
(2/I I:MK itay (Dra ft \ 8/1.8/81 
LAC/DR1: I.,eW . . . 
[AC/CAR:Gnil l (Draift)
GC/IAC:BVet d"" " /1 

FM/LD: FOwe.,is (Dii f--72T7" 

PRE/H:JShaw:prj :vc:gw:vc:9/25/81: 



THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

THE GOVERNMENT OF JAMAICA 

PROJECT NO. 532-HG-O1l 

ANSWER YES OR NO PUT
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A. 	 General Criteria Under HG Statubory Authority. 

Section 221(a)

Wilthe pr d project further one or more of
 
the 	foklowing policy goals? 

) 	 is intended tbo increase the availability of
 
domestic financlng by demonstrating Wo
 
local entrepreneurs and hrttutions that
 
providing low-ost housing Is financially
 
viable; 	 Yes
 

(2) 	 is intended to asist in marshalling resources
 
for low-cost housing; Yes
 

(3) 	 supports a pilot project for low-cot shelter,
 
or is intended to have a maximum demon
stration impact ai local Instituti and
 
natinal and/or; Yes
 

(4) 	 is ntended to have a long rm goal tu
 
develop domestic corstructicn capabilities
 
and stimulate local credit institutions to
 
make available domestic capital and other
 
management and technological resources
 
required for low-cost shelter programs and
 
policies? Yes
 

Section 222(a)
W:I the issuance of this guaranty cause the total
 
face amount of guaranties issued and outstanding

at this time to be In excess of $,555,000,000? 	 No 

W-U the guaranty be ued prior to Septe mber 30,

1982? Yes
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Section 222(b)

WM the proposed guaranty result in activities
 
which emphasize:
 

0) 	 projects providing improved home sites to 
poor families an which to build shelter and 
related services; cr 

(2) 	 projects comprised of expandable core
shelter units on serviced sites; or 

(3) 	 slum upgrading projects designed to con 
serve and improve existing shelter; r 

(4) 	 shelter projects for low-income people
designed for demonstration or institution 
building; cc 

(5) 	 conmmdty facilities and services in support
of projects authorized under this section to 
improve the shelter occupied by the por? 

Section 222(c)
i the project requires the use or conservation of 
energy, was consideration given to the use of
solr energy technologies, where economically or 
tednicaILy feasibil? 

Section 223 (a)
Wlfi the AJ.D. guaranty fee be in an amount 
authorized by AJ.D. in accordance with its dele
gated powers? 

Section 223 (f)
Is the maximum rate of interest allowable to the 
eligi U.S. Jhvestcr as prescribed by the Ad min
istrator not more than one percent (L%) above the 
current rate of lnterest applicable to housing
mortgages insured by the Department of Housing
and Urban Development? 

Section 223(h)
W:0ithe Guaranty Agreement provide that no 
payment may be made under any guaranty Isued
forz any I= arilng out of fraud or misrepre
sentation for which the przty seeking payment is 

UPe 

Yes 

No 

Yes 

Yes 

Yes 

Yes 

Yes 
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Section 223(j) 

) 	 Wi0l the proposed Housing Guaranty be coordinated with and 	 complementary to otherdevelopment assistance in the host country? 

(2) Will the proposed Housing Guaranty demonstrate the feasibility of par~tcu kinds 	ofhousing and other institutional arrange
ments?
 

(3) 	 Is the project designed and planned by A.LD.so that at least 90 percent of the face valueof the proposed guaranty will be for housingsuitable fcr families below the medianincome, or below the median urban incomefor 	 hOuSIng urbanin areas, in the host
country? 

(4) 	 W:il the Issuance of this guaranty cause theface value of guaranties issued with respectto the host country to exceed $25 mllion in any fiscal year? 

(5) 	 WM the issuance of this guaranty cause thpaverage face value of all housing guarantieisued in this fiscal year to exceed $1,
miIlion? 

Section 238 (c)
W e g anty agreement provide that itcover only lenders will

who are "eligible investors"within the meaning of this section of the statuteat the time the guaranty is isued? 

B. 	 Criteria Under General Foreign Assistance Act
Authority. 

Sectki 620/620A 

Does 	 the host country meet 	 the generalcriteria for 	 country eligibility under theFceign Assistance Act 	as set forth in thecountry eligibity checkiist prepared at thebeginning of each year? 

2. Is there any reason to believe that clrcumstances have changed in the hs country sothat 	it would now be ineligble under the
country statutory checklist? 

Yes 

., Yes 

No 

No 

Yes 

Yes 

No 

I 
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UNITrTD sTAIES IN I :I A' .. NA I [v ILCaf..4rN T ;;AJI-NC 'Y ANNAEX( 

A G[C'NCY FI IH,1NT.PNA rI(.NALL)'VLC 1)P.1 r 

LAC/DR-IEE-81- 33 

ENVIRONZMENTAL THRESHOLD DECISION 

Project Location 
 .: Jamaica 

Project Title and Number Urban and Rural Shelter Improvement, 

Phase II 
532-IIC-O 11 

Fundi.ris $15 mi. [ ion Ious ing Guaranty 
$500,000 Duvclopmont (rant, 532-00G7 

Life -of Proj~ec : Thirty nionth:;, 81 - 83 

Recommended Threshold Dci. on: Negative Detc:rminationl 

BureauThru:old Deci:;ort : Concurronce with Recommendation 

_ ._iu. ; Cupy Lo, Gleit 0. Puttersun 
Director, USAID/Jamaica
 

: Copy to Stephen!:.ddings
 
PRE/H, Program Officer 

: Copy to Stephen Jacobson, LACiDR/CAR 

: Copy to IEE file 

Robert 0. Otto 
Chief Environmental Officer
 
Bureau for Latin Am-,rica 

and the Caribbean 
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Jamaica Urban and Rural Shelter Imprdvement
 

Phase II
 

Project No: 532-HG-011
 

INITIAL ENVIR(NONJTAL AS.SESSMENT
 



_____ 

ANNEX J
 

Eov i ru n:.n t,d ho~ 1 r om~lw'ia t jor1 Thr r," .ec 

Project Number: 532-HG-0ll
 

Project Location: Jamd ica 

Project Title: Urban and Rural Shelter Improvement, Phase II 

Funding: S15 mill ion Housing Guaranty; 500,000 DG 

Life of Project: 30 months 

Environmental Action Recommended
 

Based upon the findings of the IEE, a negative threshold dete'rnination
 
is recommended for this project.
 

OFFICE OF HOUSING- CA___,:_R DATE: > /ADT 

LATIN AMERICA AND CARIBBEAN BUREAU__ ______DATE:
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1. BACKGROUND 

A. Environmental Setting
 

Jamaica is centrally located in the Caribbean Sea. As one of
 
the four islands of the Greater Antilles, Jamaica is in (:lose proximity to
 
the United States, Central America, and northern portions, of South America.
 
it is the third largest island in the Caribbean.
 

With a land area of approximately 4,400 square miles, Jamaica

extends 146 milies in length and reaches a maximum width of 51 miles. 
 Both

the coastline and the land surface are highly irregular. Three land forms
 
are prominent in the island's physical relief: 
 coastal plains; limestone
 
plateaus, and steep mountains. The mountainous terrain dominates Jamaica's
 
physical appearance. About one-third of the total land area 
is estimated
 
to have slopes in excess of 20%. 
 The Blue Mountains and John Crow

Mountains of eastern Jamaica reach elevations of 7,400 feet and 3,750 feet,

dominating the land to the east of Kingston, the capital. 
 The muh lower
 
but heavily dissected Central Range is the main mountain system. 
Although

reaching less than 1,400 feet in elevation, these interior mountains can be

characterized as steeply sloping with rugged ravines and deep valleys.
 

Flanking the Central Range on all sides 
is a wide expanse of
 
interior plateau and hills with elevations from near sea level to about

3,000 feet. 
The plateau comprises mnore than half Jamaica's land area and
is characterized by its karst features, highly irregular liriestone formations 
with depressions, underground caverns, and underground streams. 
 The dissolving

of soluble limestone by intense rainfall has caused the natural drainage
 
system of this regior to he subterranean.
 

The low-lyinn coastal plains reach only a few miles inland except

on the southerr coast where they are somewhat broader than in the north. 
 The
 
coastal plains are Jamaic:a's best agricultural land. Composed of alluvial

deposits, portions of the plains are swampland, particularly in the western
 
and south-western sections.
 

Jamaica's generally humid, tropical climate is broken into a
number of micro-climates by regional differences in topographic elevationsand variable winds. Trhe prevalent north-east winds, trade winds, and
alternating sea breezes influence the daily weather conditions of the various
regions. The northern coast is exposed to the full 
influence of the north
east winds. At the eastern end of the island the Blue Mountains moderate 
the trade winds, while the climatic conditions of Kingston and the southern
coastal plains experience alternating sea breezes (on-shore during the day,
off-shore during the night). 
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[he y;ar round averajle teopIIfrd'ure is 200 F. Somewhat cooi,:r
 
temperatures are experienced in the northern coastal areas. As a general

rule, the temperatures decrease about 10 with each 300 feet of elevation,
 
and the interior plateau is frequently 10 to 20 degrees cooler than the
 
surrounding coastal plains.
 

Jamaica's annual average rainfall is 77 inches, but the wide
 
range of physical settings influences rainfall distribution greatly in
 
both amount and frequency. The principal rainy seasons are May/June and
 
September/October. The heaviest rainfall occurs on the north-east coast
 
(100 inches) and the high slopes of the Blue Mountains (200 inches).
 
The heavy rainfall in these areas results from the north-east and local
 
winds which force moist clouds up the mountains where they are cooled.
 
Thus, the windward areas receive the most rainfall. On the leeward side
 
of the mountains rainfall is much lighter. The southern coastal plains
 
and Kingston receive about 50 inches a year. Rainfall there is irregular

and infrequent; Kingston experiences frequent droughts and water shortages.
 

The mi;ajor negative environmental phenomena are potential

hurrican.; and seismic activi ty. Al thou'jh a major hurricane has rnot stru.k
 
deamaica in 30 years, the potential exists for destructive winds of 75 to
 
2C0 miles per hour, intense rainfall, and high waves. The months of August,
 
September, and October are the most likely time for such an event. Seismic
 
activity is m,,,t likely in the Kinqstoii-t. Andrew region, where earthquake
 
risk is comparable to that of California.
 

B. The Built Environment
 

Historically, Jamaica's popJlation was settled largely in rural
 
areas. This is less true today. Rapid urbanization occurred during the 1950s
 
and 1960s. It is now estimated that more than 50,of the population lives in
 
urban areas, primarily in the Kingston-St. Andrews 'metropolitan area. All the
 
larger towns with the exception of Mandeveille and Spanish Town are located
 
on the coast. There are some 1,150 smaller towns and villages dispersed
 
throughout the island. Characteristics of the built environments are as
 
follows, in summary:
 

1. Urban Areas: Most of the urban poor (below median income
 
households) live inm older tenement areas or in more recently established
 
squatter settlements. The older tenement areas are in the central city.
 
Tenements are in strips usually located along a road, with 3 to 5 families 
sharing an enclosed yard, standpipe, kitchen, and toijet facilities. Housing 
is primarily in one-story buildings with very high dersities, calculated ill 
1977 as up to 300 persons per acre with an average occupancy of five persons 
per room. The small tenement compounds, known as "yards," are physically 
deteriorated. A 1G'77 Ministry of Housing survey found thai. one-third of the
 
urban pcpulation lived in sub-stanJard housing, while a 1972 survey found
 
that oi five low-income areas (including two squatter settir.nrents), 14T of 
the dwellings were unfit for habitation, 58% were in poor• condition, and only 
6. were in ojood condition. The most -.trikin l characteristics of the squa:itter 
settlenients are the lack of basic infrastructure such as ,at, ',ds. 
electricity, sewage collection, -ind conimnunit y facilities. Thc Lombination of 
deteriorating economic conditions and continued urLanizatio;, has wvorsened 
urban conditions: 1979 wis etimtf that 7!-,% ppl)ulationin it of Kingston's
lived in tenewents and squatter settlements under sub-stmndard conditions, 
lacking space, water, arid adequate sanitary and electric facilities. 
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2. Rural Areas: The rural popul,ition of ,JmIica i,,hi(:hlydispersed with little-correlation between land fertility and population
distribution. This wide distribution has led to inadequacy of infrastructure
development. It has been asserted that the steady rural-to-ujrban rigration
pattern of Jamaica has continued, despite high urban unemployment and poor
urban housing, because the rural environmert is sb unsatisfactory. The average
household size was estiaiated in 1970 as 4.6 persons, slightly above the national 
average, with about half the rural households living in improvised one-room
dwellings usually constructed of wood and wattle. .!1ousing conditions for
 
sugar workers tend to be somewhat better than those of the average rural

households. Farms with an average 
 size of 1.5 acres constitute nearly 80'

of all farms. Hou;ing is somewhat better in small 
 rural towns and villaces,

although even in towns of population 20,000 and over as much as 25 o f the

housing units are rural in character. In mountainous areas there frequently 
are no roads, electric lines, or water infrastructure. Residents carry water
for considerable distances. Pit toilets are the ordinary form of sanitary 
disposal.
 

I I. Proposed HG Pr.c.t ( I. . ) 

The proposed HG project will have two components: 1) Squatter SettlementsImprovement ($10 million); and, 2) Home Improvement ($5 million). AID's
experience in Jamaica's shelter sector is extensive and the proposed ,HG project

is a follow-on to a $15 million HG project authorized in 1977 and is based on
 
two project evaluations as well 
as AID's longer-term experience. Both
components of the proposed HG project will be implemented through national

institutions and reach a widely distributed target population.
 

1. Squatter Settlements Improvement: It is proposed to finance
infrastructure improvements in 15 squatter settlements ranging in size from

50 to 500 households. 
This project component is a'.continuation of the 1977
 
HG project and will be implemented by the newly reorganized Sites and Services

Division of the Ministry of Construction. The types of improvements included
 
are water, sewerage, drainage, roads, footpaths, and electricity.

The exact types of improvements will be based on site requirements but will
 
not necessarily include all elements at each site.
 

2. Home Improvement Program: In this component of the project,
funds for home -improvenmen. _,ilfl-b-e-c~nele(d by the Jamaica Cooperative
Credit Union League to approxinkitely 5025 households who are members of
credit unions throughout Jamaica. Both urban rural willand households be
included. The average loan size isanticipated to be $700 (the credit u-nions 
provide 15% of the loan funds). The improvetient loans will be made to enable
households to make durable renovations, extensions, and additions to their
houses or to finance improvrements to water supply or sanitary facilities. 

Both components of the proposed HG project will be targetec towardupgrading existing communIties and preverating the deterioration of existing 
housing stock.
 



ANNEX J -7
 

111. EXAMINATION OF ENVIROME.TAL IiPACT 

The objective of the proposed HG project is to improve living conditions
in squatter settlements and to improve the conditions prevailing in existinc
housing stock. The construction of new human settlements in previously
undisturbed areas 
is not envisioned. 

component Within the squatter settlementof the project, the first priority will be that of providingsecure tenure by such means as surveying and grading. Improvements beyondthis, such as 
providing water, sewerage, drainage, access roadswill vary from site and paths,to site. Within the home improvement component ofthe project, the small loans to be made to individual homeowners will be
used primarily to 
 make basic home improvements neededdeterioration of their house. to prevent


The physical outputs of the project will
be widely distributed throucjhout Jamaica.
 

A. Ipact on _Ltdtural Environment
 

Considering the nature and distribution of the project's physical
outputs, it is unlikely that the project will 
have a significant harmful
inpact on Jamaica's natural 
 environment,
 

B. .Imj__.on Human Environment
 

1. Provision of Secure Tenure: 
 Providing security 
of tenure to
squatters will hlave a beef-ciaT--impact on the human environment.
of tenure is the first Security
step in the incremental, progressive approach to
improving conditions of squatter settlements and underlies the ability to
provide improved infrastructure services on a rational basis.
 

2. Provision of Infrastructure Services: 
 Providing improved levels
of access to water-and-sewerage.fa TT 
 sWT he a beneficial impact on
the human environment, particularly with regard to'general health conditions
including control of vehicles for transmitting communicable diseases, and
with regard to lessening the time spent transporting water. 
 It is anticipated
that the provision of roads, footpaths, and electricity will benefit the
target cor.munities Ly iir)roving access to community facilities, formal
transporthtion, ind by itrengthening the sense of community and impoving
personitl security.
 

3. Pro_,/i!io

by project 

of Hiomr! m,,rovn,.i'.t lcani : lHom,! improvements carrieJout beric- r'e --wiT--v 
 ben-eficial 
 impact by improving te
sense of individual idrnntity, safety of dwellings, and level 
of househoid
amenities, especially with regard to 
the structural stability of housinq
stock, increased space of dwellings, and availability of individual water
and sanitary facilities.
 

4. Man-'.-:de Conditions: The conservation and upgrading of
existing human'sttlements, as 
proposed by the HG project, will have several
beneficial impacts. 
 These include: 
 1) a lower commitment of financial and
material resources 
that for a program of new construction, thus spreading the
benefits of improved living conditions among as many households as possible;
2) minimum 
disturbance of existing natural environmental conditions with
frinimal 
negative impacts on natural conditions; and 3) better utilization
of scarce land currently used for housing.'
 

http:water-and-sewerage.fa
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C. hLact on InfrastructUre Services 

1. YNeative: The major potential for a negative impact on
the environment is the possibility that increased demand for water and
increased use of municipal sewerage systems may result from extending and
upgrading water and sewerage service in squatter-settlements. Since the
upgrading of services will 
take place in 
a number of widely distributed
sites, it is unlikely that the proposed project will 
have a significant
impact on the total capacity of water sujoply and sewage treatment systems.
The potential for a significant impact on the supply and treatment systems
in specific sites, leading 
 to an overburdening of the systems, does exist.
This problem can not be resolved solely within the context of the proposed
project. However, the potential for such significant impact is substantiallymitigated by the inclusion of the proposed upgrading sites into the Niational
Water Authority's planning operations,
supply and treatment can 

so that increases in demand for waterbe met by planned improvements in water supply andsewage treatment facilities for communities affected.
 

2. Positive: The increased accessibility o1 water' su.ply willassist in reducing-the health hazards associated with on-site or surfrewater supply systers which may be contaminated by malfunctioning "ewaqesys:ems and improper disposal of human waste. In addition, improvedwater system distribution will reduce the threat of fires and provide
the opport,,nity for future individual house connections. Upgrading ofcommunity 
sewage treabnent facilities, including sewerage reticulation,
will assist in improving groundwater quality by reducing sources ofcontamination; improve access to 
toilet facilities; and increase the life
expectancy of existing on-site sewage treatment facilities, such as septic
tanks, by reducing the number of users. 
 In addition, the application of
a central management system to water supply and sewage treatment, as will
occur by extending services to currently unserved.communities, will identify
a formal government authority responsible for the proper functioning of the
 
system. " 

IV. ASSESSMENT AND RECOMtENDATION 

It is unlikely that the propo!,ed project will have a significant impacton Jamaica's natural environment. It is likely that the impact on the humanenvironment will be beneficial to the communities and individuals affected.
The potential exists for overburdening specific infrasttructure elementssome sites, but the inciusion atof the proposed upgrading sites in the WaterAuthority's planning operation; mitigates against si(:h overburdening doingsignificant harm to those system;. 

Threshold 

Bz.sed on the forPg(ing information, the proposed HG program wil I not-do significant harm to the environment. As defined in AID Reguiation 16,
the project will 
not have a significant effect 
on the environment. Therefore, a Negative Threshold Determination is recommended. 


