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Revisions to Jamaica Project b32-l16-Ol1I
Su~j CT: 

Problei: To revise project description 1HG poj ct No. 532-4-o11. 

The timing wasin 7optvntber 1981.
The 	 project was butlorizedDitivsion: The 	 authorizationto the nOiW 90VA1,1,eit. 	 reviewsupport 	 (GOJ) of a majordesigne6d_ fo reinforce U.S. the Governuiit of Jamaica 

coinrlded with initiation by 
cost recovery and institutional 

of its policy relating to land tenure, 
This policy review exercise has now 

been completed by GO)
 
responsibilities. The result of this process i's GO) initiation
 
with AID technicalassistance. 


ma.jr restructuring of its shelter interventions designed to: 
of a 


(1) 	Utilize more of G.O.J. resources for an increase 
inshelter solutions 

for 	the below median income families. 

(2) 	Achieve maximum cost recovery. 

(3)Reflectnewl institutioal or reorganization 
changes.


* 


To reinforce these basic polic:y shifts, GO..requested AID to review the 
policy directives 

that the proposed. scheme reflected the new 
project to insure 	 This review has been undertaken andhas 
and 	consequent Institutional changes. needed to 

where modifications in the project design were 
identified areas 	 new polic framework. The revised 
bring the project into conformity with the These policy
 
Project Description has been discussed and approved by GO. 


initiatives are a treendous step towards rationalizing the allocation of
 

in the shelter~ sector and the project modificationis requested by GO)
 
resources Iare basic to achieving the policy. 


would remain'
 
Specifically, the "Authori zation", 1CP'sm"Go'al". and Pupose".
unchanged. The P Description hasbeen redrated to better describe the
 

has increased its contribution of financial and technical
 
project. The GO) 	 additional 4,600 shelter solutions. TWo 
resources to permit production of an 	 housing andram: serviced sites with core 

are 	added to the proc nents 	 reduced f or most
of 1o s* Standards have been 

building loans for owners 	 The government,affordable to the target group.
solutions, making them more 	 recovery program.a significant costhas committed itself to 


The official borrower will change from Ministry of Finance to Jamaida Mortgage
 
into the sector. 

the 	agency now responsible for channeling 
resources 

theBank, 	 two financial institutions, 
Mortgage servicing will be provided by 	 rather 
Caribbean Housing Finance Corporation and the National Housing Trust, 

I 
than by the Ministry of Construction. These institutional arrangements will 

help anchor changes mandated by the new 
policy, especially improved cost
 

As a result of the increased GO) contribution, the total project
 
recovery, estimated $59.0 million from the $18.9 million4 	

amount increases to an
This dramatic amount represents a significantorilinal1y budgeted, not a significant

overnment funds towards low-income shelter
ralcation of 
udget.a dt hen boto 
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and Revised Project, Riscription
Summary Coparison of Oriqinal 

H32.-IIG-UI 

Icv i,.o di 1a 1NuoI,,.r of 1ol ut ions O,i 

a) 6000
a) 2bOO lots
a) Squatter Upgrading 
 b 2000
bJ none
b) Services sites/core 
 ?000noec) Ruild on Own Land/ c 	 ) 0 

O.:.,,mr .(fI::upier 
() 9 0 

d) IBoi;e Ilmprovc.iflent 1o iilS d) $ o') 

proqram Anount (US__
 

$15.0 million
a) $15.0 million a)
a) IIG 	 0.5 ,illion0.5 million b

DGDG 43.5 million3.4 millionc GOJ 
d) $59.0 milliond) $18.9 milliond) Total 
Jamaica Mortgage BankMinistry of Finance

3. 	 Official Borrower 
Caribbean HbusingMinistry of

4. ,ortqaqe Servicil 	 Finance Crop. (CHIFC)Construction 
 and the National 
Housing Trust (NHT)
 

Revisions to Project 532-HG-011 are 
A Revised Project Description Suirnary and 

attached.
 

Reco endations:
 

a. That you approve the project revision 
on the basis of the changes
 

to be attachedto Project 5?2-HG-Oll"and the "Revisionsoutlined in this merio 
to the original Project Paper.
 

1981 shall remain 
b. That the original Authorization dated September 28, 


in full force and effect.
 

-Approv d z._ ,-___ 

Disapproved:----

Date: ( t t 

1. Revised Project Description Snminary.
Attachments: 

to Project 532-HG-011.2. Revisions 
.ogI_
Clearances :I.AC/DR:SAnnrstrong...pDat

tJ _Date(IrafLAC/DR:JSmnith 
 Date
-LAC/DR:ILevY 
 ut Date 9/.1
PRE/HUD:JIioW- ey-JdrY±L 	 2

draf Date,1GCIUD:MWlliams ,_ -. at....I.AC/CAR: RDo aney_.7 
DAA/lAC:XBroi_. Date 

.. [ gon/Arankel :dpg:9/21/8 2 :X24283 :DOC0282B. 



PROALCTIDSRITO SUMMARY 
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ecior Bockgroun 

Over the post 35 years Jamaica has cxpcrieliccd rural to urbarnmigrali a 

massive scale, Between 1960 and 1970, Jamaica's population grew by 5.6 percent 

while the urban population Increas(d by 13 percent. A'ailable evidence suggests 

that this trend continues to the ploscnt. 13tl\wVeen 170 and 1980, according to the 

Departnent of Slati!tlics, 72 prntof t cunry's growth curred in urban 

areas. 

This populalon' growth occasioned a 1977 estimated requirement for new housing 

construction at 20,000 units per year over Ihe next 10 years. This estimate did 

not include elimination of 1he backlog of substandard dwellings. 

Unfortunately, during the 1971-1977 six-year period, only about 32,000 units were 

completed. Government constructed half,, while the private sector was 

responsible for the rest. In recent years, however, 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. In the pre-clectlion period of 1979-1980 total housing production fe'll 

drastically and the new administration Is now trying to stimulate both private and 

public efforts In Ihe field. 

In doing so one of the oadministratIon's first seps has been to establish a notional 

-housing policy to guide Its octivities inthe secior. 

II: GO I' 41SETER POLICIES, PROGRAMS, AND INST4UTIONS. ,-

A. Policies and Procrams. 

The GOJ has completed the final steps In the adoption of a comprehensive. 

housing policy. With AID assistance,'O National Housing Policy Framework 

paper was prepared for the Ministry of Construction (Housing) MOC(nIn 

late 1981. Based on major Issues and constraints In the sector, the paper 

outlined a series of -objectives around which shelter policy could be 

formulated. 

After review by senior housing sector officials, the policy framework paper 

was thoroughly discussd by senior housing of ficials from both the public and 

private sectors at a National Housing Policy Workshop. The workshop, which 

, was chaired by the Minister of Construction, produced a concensus on adraft 
* 2 Housing Policy document, short and long term actlon plans for p6licy 

Implementation, and specific assignments for follow-up actions and sfudies. 
The more important policy objectives discussed at the workshop and the 

means by which they are to be achieved are: , 
6. Of 
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A coordiflmtd al.proach to the Esloblishmnlt of policy coordination 
AOVI ic of liou..il j uddr and ill)plel,nt ii,,:huinins and clearo e lth:d 
pluvp itciVqOf udinifon ulId duvi-l-opuiclt of inslilu-

Developmunt of new mortgoge instru-
An increase in the availability 

munts and the use of public funds 
of funds for the hou.sing sector 

ns U l-v, rt,je for otlro-ctihJ privole 
ufld hIIsliiU1u,,(Il fuN ds 

Careful design of housing prograns 
An effective response 	to the 

and the institution of appropriate
needs of designated target groups 

repayment arrang .ments to match the 

affordability of iliget groups 

' f effective costEstoblishment
Prevention of institutional 

recovery mechanisms 
decapitalization 

Conversion of public sector leusehold 
Provision of grealer econonic 

and rental housing to frLCehold tenure
 
power and stability to families 


Although the policy is due to be officially adopted by Parliainent in Seplember of 
to obtain the foregoiry

already taken significant steps
19B2, the GOJ hns 

objectives.
 

Minister has announced, a Public Sector 
I. It has developedi and -he-Prime 

defines the roles onl 
Housing Finarce Framework- which clcarly 

the sector.
responsibilities of the 	major institutions in, 

It has projected the total amount of funds available to the sector to 1984/85 
2. 

with increases based on issuances of housing bonds, sales of mortgages to the 

private sector, operating surpluses and AID HG loans. 

and owner-occupier
3. It is lowerig the standards of squatter upgrading 

a 
programs a id hcs initialed a core housing (storter-home) program on 

massive sca.-. 

of cost recovery through salary
more effective means4. It is establishing 

of private rollection agencies and commercial 
deductions at source, 	the use 
banks, and community 	education of low income groups.: 

tilling process such that all projects can be conveved 
5. It is streamlining the 

on a freehold basis. 

IlI. Household Income Criteria 

Is of prime
For purposes of desiqning the physical sub-projects of HG-01 I, it 

to a reasonably reliable estimate of urbbn median 
Importance to have access 
household income. Unfortunalely, a precise current study of household income is 

-2



IdiIn:o ne lios Lcun 
,: ul e of notionol hn),,!no official

I ot uveilobl(' .1 of houschold ii,:omne wos 
out since 1968. 1lowuver, on uslihntCcorried 

the bosis of three cxisting surveys.unduriaken on 

on th 'is of 10
lihe flil,.t (. h ,fl, c i1jAu1id to Joly IP/ uA3Id I .~lIn'vhih ,.,-

J-,:?t 4L) uIW)(ii i uI, lS, 01 C Shiov.ni 111-t follov,'ir)j t .e.
 

1'S'TIMAI FI) ANNUAL ME-DIANSAMPILE SURVEY 
HOUSIA.I IOLD INCOMFi (J$) 
l.Y IV.It 83 

1))0
I. C.D.C. StIAi Ii:r oLs 

6,150
2. Deparlment of SlatisticS 

81150
3. N.H.T. Contributors 
[or the pu,.pos# s of d;gn, Ihe octual ,0ulio,,nl ur bun ,vdiun is omsuined to fall 

somewhere betwe__en'fle modified NHtT und Wke Dep ritent of Stalistics income 
ruige of J',6750 (US$3800) to 

Therefurc, a median I-,ousehold incomefigures. 
believed sufficiently representative of the notional urban 

J$8150 (US$4580) is 
mnd will provide a benchmark for the affordability calculations of the 

population 
target populotion for the proposed sub-projects. 

IV. The Ptoject 

A. lnstitutilu:ol and Finnnce 

Tab B describes the roles and responsibilities of the principal housing finance 

and the development institutions in-recently adopted Public Housing Firrnce 

Framework. Wilhin.this Framework, the Jamaican Mortgage Bank (JMB) has 

-been designated as the institution to mobilize loan-funds both locally and 
thus, the JMB

for the wholesale finance of low income housing.overseas 

will be the official borrower under HG-OIl .
 

of IIG-O1I funds with varying annual amounts of 
Due to the combination 

institutional responsibilities within the
funds, the flow of funds andGOJ 

They can, however, be described in three stages:
sector are rather complex. 

(I) conslruclion finonce 
cxig t(erm murl1 je finance(2) 

(3) el)poey r'lO s 

I. Construction Finance 

Ministry of
The JMB will channel fund directly to the MOC(O with a 

will be the MOC(H) trough
Finance quarantee. The project developer 

LTD (SIHL) for new schemes and the Estate
th.e Sugar Industry Ilousing 
Development Company (I-DCO) for squolter urxj roding and infrastructure 

tos their -'wn finance andof these organliztionsworks. Since each 
direclly to 1hem based on 

b .ounting' units, funds will be disbursed 
It is also envisoed that

actual works completed and advonces required. 


the developer for the B30L/Owner - Occupier program will be the
 

-3
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'OC(l1) itself or 1tlioul'h tho Si1il. I k{usl-j Irnproveniont loans will be 
mode by both the C WC and the NIAT. 

Comrleled projt<Cts will subsequunily be sold to the CHI:C or- in cases 
bun)oficioi.surieNl ILcoiitributors, t.h NIT.In,1hel l.ler case, 

-where 

the NIIT will originate inortgoges for its contributors, reimbusing the 
MOC(H) for the units. The MOC(I1) will substquently repay the JMB the 
lC.al nonbjt9dlt 'Jd IG p.i i: s of project flnuI nclj retaining the 

remaindur for ntcw pioluct d~volopio.:nt. In the (-Use of the ClIFCO due 
a 	present luck of fundsu ond the desireby the GOJ to build up the 

Institution as a morigoge financer, Ihe CHIFC will Issue promissory notes 

in 	the form of mortgoge backed bonds to the MOC(H). 

n 	I..
3. R3nq _. 

the CHFC under the mortgage-Paymenls due to the MOC(H) from 
backed bonds will be repaid to the JMB tn service the HG loan. The 

bonds will, however, contain a release clause vis-a-vis the MOC(H) in 

case the morigages ore sold to the JMB under Its Tecondary motgoge 
market faculty. 

B. Sumary of_Cost 

million Housing Guaranty program beHG-01I proposes that a US $15 
shelter. The GOJ will contribute an estimatedauthorized for low income 

"$43.48 million to the project's four components *through funds allocated Io 

* 	 the , sector .under -a recently " adopted Public "Sector Housing- Finance 

Framework. The distribution of capital costsls as follows: 

US $(milllon) 
HG DG GOJ TotalSub-Prolect 

- 12 681 16.88Squatter Improvement 4.20 
5.41 - 17:101 22.51New Scheme 
3.15 - 9.21 12.36Owner-Occupler 

-, 4.32 6.56Credit Union/Home 2.24 

Improvements
 

.50 .17 .67Technical Assistance 
15.00 .50 43.48" 58.98Total 

0l
 
* 

Including land value
 

.4-
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10l 	 ullprjectd tat by thia comlplul i01Of "G-0G theOCOl ) will beIt ir~ i sffeand Icrl e t fcilitate the spucdy delivery of low incOme 
ianed that this reorganization will consolidateshtafedro niond 1t 

un such . I.l.. Developmnt Company
lns 	 (ispioject implenenilton 	 Sugur Indus.rysite kvtdopmcflt), and the 

(plunnin, dislgn, VUpradIng and 	
choines) into acohesive 

Housing, Uiited (construction ;11oo.fmunt of now 	 : 
pro] 	 unit. The Minisir-: ..........._ has-_ob1*dn USAID to helo in Ihe
 

mapet--de c1elpmentof.- .ih~isr-eo'ganlzation 

C. 	 Ph sicol Sub.P'~4 .:t
 
S eSt lemnt Improvement
• I. 

would upgrade
HG-01 I Squatter Improvement program

The proposed 
nppioxirnotel? 6,000 plots which would Include approximately 24 sies at 

existing densities nnd the number of 
site. 13a'sed on250- ppt 


household per plot, this sub-project would benefit approximately 30,000 

with a minimUm areas will 	 be provided
plrsons.All upgrading 
improvem',nt pockoge including freehold land tenure, purchase/transfer 

either private ownershipsites from 	 or GOJ 
of presently occupied This 
mnistries, and rationalization of the existing plot layout pattern. 
rationalization of the existing plot configuration Is a prerequisite io the 

to subsequent Incremental 
of secure tenure and any

establishment 

Improvement In public services.
 

s 	 re uirdingiono ,
Rationalization or,Izalltion/rorgoniz 	 for 

--legal - reqursHes and surveys. q 
areas -would,;reuirddohe 	 owners thehe 	 GOJ or private
Individual plot purchases from either 	 and the 

plot purchase by he sub-..project' beneficiaries,
actual This regulorization program
regularization of the existing site layout. 
would Include the following components: . 

equitable distribution of the total residential area between 
I. 	 a more 


existing residents
 

a pegging of 	flfe new plot boundaries2. 

3. 	 rood/footpath alignment and reserva tion to provide minimum access 

to and circulation within the area 

fences 'in accordance with 
4. set bock or relocation of plot 	 rood 

reservations and new property lines 

of dwelling units presently ocated 
and reconstruction5. 	 removal 

wlithin roc-' -eservations or on a neighbor's property, 

n of any public services or other obstructions located within 
Lrelocoi 

road reservations . 

- -, 
r o o -. 

..... 
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would offer the Optiln to exten dbasic urban 
In•addition, iho s.b.proIO.. " ". .. ding areas. It ...
se vi . suc asr s... es ."o . . supply and .

suchdas roads, storm drainage, waterr...ervices, 
, 

it bOrpkaris t ly or In cosmbltnrliof, 1o the selected upgra aa .t 7i:Ol me ib..coport thataqj nost of those basic sorvices would nots ofp.be Implerrionledffrdobllityi is....edr i 
eu~ efo odblt 

time 'In everya lb setlmns vle~ rb thelI excludeisition
;.:,:: at11dnultone°vshath~e somnealcqybenuresident's prreceived priorities
the settlementii:: -:::::: :
::i, and/or the of all basic services, or bnh .cnstraits "causo 
..e of theiipdl4-tib-one orm hhs already b-en 

fl,t4c)9l aveIl 

The new scheme sub-project would provide opproxilately 2,000 solutions
_NYw 

major urban centersotherAndrew and 
located In Kingston and St. In addition to a mix 
(Montego Bay, May Pen, Mandeille, Negril, etc.). 

of bosic core houses to be deVeloped In stages for low Income families, 

o uldinclude larger serviced plots for rapid sole to 
ea~rat
each p A range of unit types 

d aor e national urban median. 

will be offered depending on local conditions and effective demand* The 
I ' 

following table presents a mix of potential housing solutions which could 

I projet design. 
L . 

serve os a guide during final HG V 

NewShemAtrnatives, 

plot Including land purchase. 
-Otioon 1 5,000 square foot fully s 

withfoot core 
foot plot with partially completed 300 square 

- 2,000 square 

able bedroorm and bathroom.
 

square -foot serviced plot with partily complated.530 square foot 

O ,tlion3_- 3,00 liared party'wail) unit with habitable-bedroom-ond bathroom. 
' upleXld~vlded by 

to produce two of Its most popular owner.ccup"er
Aoposes

The MOC(IO p Two thousand of these units will be 
models as part of thIs sub-project. Illustration oftable provides onThe followingin HG-Oil1.produced
possible types of pwner-occupler units which could be produced as part 

of this sub-project.j 
wner-Occualer 0 tons 

,bsp.oepit.
306 square foot unit with three rooms.and porch, 

Model 5e3/At 
rnoleectrical

Installation). 

Model 542/A with septic lank.
Model 542/B:Option_ 

440 square foot unit with two bedrooms, living looms bathroom, 

Model 604/A:,lton23 - b*!~ption~ p)! (no electrical Insalti).
t en,po 

, 

Model 604/B: M6'~del 604/A with septic tank., 
Optin_4_ 

SI' 
4 

I 
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4. Home lmpproveI icnt LoainS4 

Approximately 3000 home Improvement loans at an average of J$3900 
(US2200) ywould be avoikible lo pioject bene€fi!aries and other elig1lI 

low Iicome householdt. Ilia 1~xns w.ould ho~rntdo prliiurity by ilhe Cl iFC 
to residunts of the scltlemnii up)itditrt und new schwe sub-projects. 

It Is also envisojd that a portion of the home improvement funds would 
ansimitor-fnshlon-ns-under -HG-010.-

b6-6-hreo d 1hrotxj-1the-JCCUifl 
made by the Joinlcal slrsciient of th ftleun funds will bo 

,ua fullowfro3 %VbI11t1unfl ut ;xccut#d lountCooperaliva Civilit Union Li 
'he Lexjua willfor home Imptovi.nent from Individvol crudit unions. 

provide d.ect loans to 1he Individual credit unions for the amount of the 
loon. The loon amount will not exceed 85 percent of the face value of 
the executed loans with a minitnum of IS percent provided by the credit 

redit union will be responsible for the collectionuntpp.,JF,.oh ip.ndividual 
of loon repuymenis and for verifying that the loon proceeds ore used in 
the proper manner. 

D. Affordatlli." 

HG-OIlI's four sub-projects are targeted at those families whose incornes fall 
at or below the national urban median income which Is estimated to range 
between J$6760 (US$3800) and J$8165 (US$4590). 

roles of 6l 8 bnd 10 percent as contained in the National PublicBased on 
sIng Finance Framework and on estimated costs f1td the sub-projectSector  In.themixegs all optlons ore -affordable below the national urban median. 

c€Sa of1 the squatter upgrading sub.projectl.familles~wth incomes at the Sth 
-' 

con afford the lowest cost solu14on Awhile the lowest cost new
percentile
scheme and owner-occupier solutIon would reach families at 1he 25th and 

IIth percentiles, respectively. 

E. ost Recovery 

All on-site capital development costs for squatter settlement Improvements, 
now schemes and owner-occupier homes will be directly recovered from 

for beneficiariesproject beneficiaries either through salary deductions, or 
who are self-employed, the conventional system of bank transfers. Servicing 
of all loans will be carried out by the CHI'C and the NHT or possibly private 
sector collection agencies. 

Operation and maintenance costs of sub-projecl public focllitlds will be 
recovered through monthly user service charges. 

7=
 .. 
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I. PROJEC1 DESCRIPTION
 

GOJ SHELTER POLICIES, PiROGR AMS AND INSTITUTIONSA. 

I. Policies and Programs 

The GOJ has recnItly cotuipleted ihe development and promulgation of a 

comprehensive housir'. policy. With AID assistance, a National Housing Policy 
was prepared for the Ministry of Construction (Housing ) In lateFramework paper 

1981. tBae(! on mojor issues o(10 constraints in the sector, thet paper outlined a 
policy could be formulated. Some ofseries of objectives around which shelter 

the more important of these objectives, which were incorporated into a short 

term immediate action policy were: 

o coordination of polic) and prorams; 

o clarification of institutional 	responsibilities; 

o affordability of sheltcr proroms; 

o effective cost recovery. 

lonq term objectives dealt with 	stohiliziyJ constructionOther, more 
securecosts, increasirnr the availability of land at reasonable prices and with 

seclor support for national lhousirtj pro rams, andtenure, rnobilizirnj private 
preserviryj existirij comrnunilies and new housirj estales. 

After review by senior housirq sector officials, the policy framework 

paper, aloarm with .",.fher policy paper completed by the ilkional [ousing 

Advisory Cornini-t-e (NHAC), was thoro hly discussed by senior housing 

officials frorr. both the public and private sectors at a Nalioral Housitrj Policy 
chaired by the Minisler of Construction,wasWorkshop. TI-r workslp which 

produced a c uncensus on a (Irafl I-kusirrJ Policy docurnent, short oand lotnxj term 

action plans for policy implementotion, ond specific ossionments for follow-up 

actions and studies. The more importont policy objectives discussed as the 
the nns by which they ore to be achieved ore:workshop (nd10 

MEANS00JIH:CTIVF 

o A coordinated opproach to Establlshment of policy coordinotirl 

the 	 provision of housing and Implementirwi riech(nisrns and 

clear 6efinition nl development ofand related amenities. 
Institutional responsibiltles. 



MEANSOBlJECTIVES 

o 	 An Increase in the Development of new mortgage 
availability of funds for the instruments and the use of public 
housing sector. 	 funds as a leverage for attractinj 

prlv*ote and institutional funds. 

o 	 Prevention of institutional Coreful design of housing programs 
of oppropriotedecopitallation, 	 and the institution 

repoyfnent orrix)tmirents to match the 
offordability of tor(jet (jroups. 

o 	 Provision of qreater Estoblishrivrol of effective cost 

economic power and recovery inechonikmos.
 

stability to families
 
throuih home ownership.
 

O 	 An effective reponse to Conversioni of public sector leasehold 
the ne.,A of (kskornated and rental housirwj to treehold tenure. 
torget groups. 

tfe 	 policy is (k)e to be officiolly cy1opled by Parliament inAltho jh 
September of 198?, the COJ has already token sirificont steps to obtain the 

foregonj objectives. 

(I Publico. It IX)s (sw'Velop-d, (V(1 Ohw Irwir- r Miflistir hos (Vino0uIcrd 

Sector 	 I kusirtj I 1irnc1 - F r(fwmwork which :l-arly defines the roles 

of thr fvjior irilut i(1is li th -e-talor.nd resp)nsihilities 

b. 	 It has projrc:lrd 1he total ar ount of for)(s tvw(ilhIlh to the selor to 

l5J4/H! with ir :rea.es b(.C-d on iS XIrS of hou.ir bonds, soles of 

mortiJ(3C-s to lhe ptrivale srclor, oprri(nj !rl(jh. (10(1 All) iG 
lo ns. 

qutter ro, ) owner

p)roqrois cond hos jnflbl (I (o crr hoiti j (i1(4rter-lionie) 
c. It Is lowt-rirtj te 5 ti0 or(d((s of t~ -ivd (r-d 

oc(t|plir 

praxgrain (,I ( i siv, S(oIr.
 

thronghd. 	 It is rstaohlikhi ) more eff"etive 'ne is of crst r(-ovrry 

solr y de-durt I lw 10 t vr(. r", the ufe of pfmvole coller- lion (W)rr iles 

raid come ncrr c ol tmrivd 5, itv ( or t'n ty e"!moflti of low income 
grofps. 

0. 	 It Is %irrondlieii1,thr llir;) pmroesi such tha(t all projects con be 

conveyrd o n frerhold btitos. 



2. 	 Institutions 

Before describing the project in greater detail, it is useful to give a brief 
description of the institutions which will be primarily responsible for executing 
this US$15-million Housing Gucranty. HG-O I will eral primarily with the 
following institutions: 

o the Jamaica Mortgage Bank; 

o the Ministry of Construction (Housing); 

o the Estate Development Company of MOC(H); 

o the Sugar Industry Housing, Ltd.; 

o the Caribbecn Housing Finance Corp. 

o the National Housing Trust; 

o the Jamaica Cooperative Credit Union League. 

Detailed analysis of their performance is undertaken in Section II. 

a. 	 Jamaica Mortgage Bank (JMB): The JMB was the official 
Borrower under HG-010 and has also been designated as 
Borrower under this project. Unde HG-010, it has built up 
substantial experience in disbursement of H(-,generated funds 
and the required record-keeping. Furhter, the institution itself 
was established by previous HGs and consequently has a close 
working relationship 'vith PRE/HUD and the USAID/RHO in 
Jamaica. 

b. 	 Ministry of Construction (MOC(H)): 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 separ'itely. The Ministry has been the largest 

has 	 the primarygovernment housing developer and 

responsibility for the majority of public housing programs.
 

Until the World Bank's Sites and Services program was 
ouitho;'zed in 1974, most public housing involved completed 
unit, aimed at low income families on a heavily subsidized 
he!:. Funding for these projects was to come from the 
MOC(H) Housing Fund, a statutory fund generating resources 
from the sale or rental of MOC(l)-built housing. In fact, data 
indicate that only some 8 percent of the Ministry's programs 
wer - financed from the Fund, the rest coming from the central 
budget.
 

c. 	 Estate Development Company (EDCO): The Estate 
lopm f [vir.son, a -ar aaa--l-o--the MOC(H), was 

-3



-- 

recently created from the former Sites and Services Division 
(SSD) of the Ministry. The Sites and Services Division was 
established in 1972 to implement the World Bank project and 
later be:ame the executing agency for all multilateral and 
bilateral programs. Since the first phase of the World Bank 
scheme: was completed several years ogc, und Phase I of the 
US$30 million Housing Guaranty program was begun in 1978, 
the EDD is now primarily occupied with completing the USAID 
squatter upgrading schemes. It is also locating sites and 
preparing plans for the improvement of a new series of 
squatter settlements under this project. 

d. 	 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. From 1976 to 1981 it designed, built and 
provided financing for 2,008 units in 14 projects. It also 
provided individual houses on sites owned by sugar workers 
under an owner-occupied program. Due to a lack of funds to 
continue such projects, .lhe SIHL is now being used to complete 
over 3,000 core houses on the unoccupied portions of the World 
Bank 	Sites and Services schemes. 

. The CHFC wase. 	 Caribbean Housing Finance Cor (CHFC): 
established by the CDC as a primary mortgage lender for 
mainly moderate income housing. Subsequently, it became a 
subsidiary of the JMB and services of all JMB's primary 
mortgages. Under the new housing policy CHFC is to be built 
up to service MOC(H) mortgages and originate those for non-
NHT contributors. 

The NHT was established inf. 	 National Housing Trust (NHT): 
It raises its funds through a 3 percent employer tax on1976. 

wages and a 2 percent contribution on wages by employees. 
The la'ter contribution is withheld and paid to the government 
by the employer and is refundable after seven years at an 
interest rate of I percent below the lowest NHT rate. 

The funds are used lo finance loans to contributors at 
below market interest rates f sr the purchase, repair or 
improvement of houses. Loans ar. available at up to 10 times 
the borrower's income, and repayment up to 33 1/2 Percent of 
Income. Iterest rates of 6, 8 and 10 percent vary with the 

term a function of the amountborrower's income and the is 
borrowed and the borrower's income. 

g. 	 Jamaica Couperative Credit Union Leugue (JCCUL) and Credit 
Uni ons: JCCUL is the trade associatioi for the 96 credit 
unions in Jamaica totalling about 192,000 members up from 
about 142,000 at the end of 1978. The tolal savings at the end 
of 1980 was J$138 million. Most of the credit upion funds go 

-4



to finance consumer items. There is, however, increasing 
interest in expanding their mortgage and home improvement 
operations. Demand for 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 are 
contained in Section III. 

B. PROJECT OUTPUTS 

1. 	 Physical 

a. 	 Squatter Settlement Improvement. The squatter settlements 
improvement program provides a minimum improvement 
package which includes secure land tenure, purchase of 
presently occupied sites from either private owners or GOJ 
ministries, and rationalization of the existing plot layout 
pattern. In addition, this sub-project would offer the residents 
of squatter areas the option to extend basic urban services, 
such as roads, storm drainage, water supply and sewerage, 
either separately or iri combination, to the selected upgrading 
areas. 

The proposed HG-01I squatter improvement program 
would upgrade approximately 6,000 plots which, in terms of 
Phase I experience, would equal approximately 12 sites at 250 
plots per site. However, it is expected that the actual number 
of plots per site will vary from as low as 50 to as high as 500. 

Schemes. The new scheme sub-project would provideb. 	 Newapproximately 2,000 so'lutions located in the Kingston and St. 
Andrew area and other major urban centers. In addition to a 
mix of basic core houses to be developed in stages for lower 
income families, each project area could include larger, 
serviced plots for rapid sale to households at or near the 
national urban median income. 

c. 	 Owner-Occup ier. Phase II proposes to finance approximately 
2,000 MOC(H) owner-occupier units scattered on individually
owned plots throughout the island. The MOC(H) has expressed 
Interest in producing two owner-occupier models which have 
proved most popular in the past (models 542 and 604). Due to 
existing production problems at the post and panel pre
fabrication plant, it is likely that, in the short-term, owner
occupier units will have to be constructed by block and steel 
and/or on-site systems methods. 

d. 	 Home Improvement Loans. Based on experience gained in HG
1O0, it is planned that approximately 3,000 loans could be 

processed under the present pho"-. An average loan of J$3,900 
(US$1,191) is proposed. 
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C. Household Income Analysis 

For purposes of designing the physical sub-projects of 532-HG-OI I, it is of 
prime importance to have access to a reasonably reliable estimate of urban 
median household income. Those households whose incomes fall below the 

Jamaican urban median are defined as the 'arget population for the four sub

projects of HG-OIl . Unfortunately, a precise, current study of household income 
is not available since an official GOJ measure of national household income has 

been 	carried out since 1968. However, an attempt at estimating householdnot 

income can be undertaken on the basis of three existing sample income surveys.
 

The three sources are the following:
 

I. The Community Development Division (CDD) of the Ministry of 
75-77 andConstruction (Housing) sample surveys of the Norwood, 

81-91 Waltham Park Road, March Pen Road (Africa), Rectory Lands 

and Yorktown squatter areas; 

2. 	 The Department of Statistics' bi-annual sample surveys of wage 
earners; 

3. 	 The National Housing Trust'(NHT) sample survey of its contributor 
population. 

The CDD's sample surveys measure total household income - head of 
while the other two surveys measure onlyhousehold, partner and other sources --


wage incomes. In order to approximate household income for comparable
 
latter twr cases, it was assumed that an average household
purposes in the 

contains 1.38 wage earners (Department of Statistics) and that an additional 20 

percent of total household income accrues from informal sources and foreign 

remittances. Household distributions for the NHT and the Department of 

Statistics wine earner surveys were approximated accordingly. All three 

estimated distributions were updated to July 1983 on the basis of 10 percent 

annual increments income. Table I1-1 summarizes the updated household income 

distributions for the three previously-described sample surveys. Table 11-2 

presents the three onnual median household incomes. 

The CDD squatter area income information provides a good proxy for the 

HG-01 I target population, but obviously is not representative of the entire 

national urban population. Furthermore, neither of the other two estimates is 
m.dian.believed sufficiently indicative to stand alone as the national urban 

income, GOJ andHowever, taken together as a range of estimated household 
Embassy officials consider the NHT and Department of Statistics income figures 

to be sufficiently rrpresentative for purposes of design. 

for theTherefore, affordability calculations of the target population 
are based on an urbanproposed sub-projects in Section IV Technical Analysis, 

median household income range of J 6,750 (US$3,790) to J$8,150 (US$4t580). 
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TAfI.E I-I
 

F.ST IATED) WF'KI.Y IIOLI+.FIII D INCONl I 1 I114 t IONS 
COAM I,,N OF 

SAMPLE OfL 


SQUATTER A.A 

RESIDENTS' 


INCOME
 

%RANG 
 CUMULATIVE
RANGE PERCENT
PLCENT 

OF
Of 


TOTAL
TOTAL 


3.4
ems than 20 3.4 

10.7
7.3
20 - 39 


25.1
14.4
40 - 59 


43.0 

17.9


79 


5",1 

60 

13.1
80 - 99 

100 - 119 

120 - 139 

140 - 159 
100.0 

160 - 179 

43.9 


Io8 - 199 

200 and 

100.0
TOTAL 

SOURCESI See f"llovins Pase. 

PROJECIED'TO JULY 1983
 

ELCtYED
 

LAD(C

FORCE 3 


CUMULATIVECT
 
PERCENT
PERCENT 


OF
OF 

TOTAL
TOTAL 


7.0
7.0 


7 
 7 


27.4
20.4 
 27.
 

45.6
18.2 


13.1 55.7 

1 

11.5 70.2 

100.0
29.8 


"100.0 

.SA

NI.T. 4
 
CONTRIBUTORS
 

CUMULATIVYE
 
PERCENT
PERCENT 


OF
OF 
TOTAL
TOTAL 


16.6
16.6 


24.5
7.9 


34.5
10.0 


8.5 43.0
 

50.5
7.5 


57.7
6.7 


5.9 63.1 

100.0
36.9 


100.0
 



TABLE I1-1 

COMPARISON OF ESTIMATED WEEKLY HOUSEHOLD INCOME 
DISTRIBUTIONS PROJECTED TO JULY 1983 

SOURCES: 

IJ 	 Update of Comnmunity Development Division of the Ministr), of Construction 
(Housing) Surveys of Norwood, 75-77 and 81-91 Waltham Park Road, March 
Pen Road (Africa), Rectory Lands and Yorktown Squatter Areas, November 
1981 - March 1982. 

2/ 	 Department of Statistics, "h- Labour Force--1980 Wage Earner Distribution 
with agricultural sector wage earners and wage earners with no income 
subtracted out. 

Wage earner converted to household distribution by assuming 1.38 wage 
earners per household (Department of Statistics), and an additional 20 
percent of total household income accruing from informal sources and 
foreign remittances. 

4/ 	 Update of November 1981 National Housing Trust Contribution Population 
sample survey. 

TABLE 11-2 

ESTIMATED ANNUAL MEDIAN 
SAMPLE SURVEY HOUSEHOLD INCOME (J$)

JULY 1983 

I. C.D.D. Squatter Areas 	 4,750 

2. 	 Department of Statistics 
Wage Earners 6,750 

3. N.H.T. Contributors 	 8,150 



II. INSTITUTIONAL ANALYSIS
 

A. GENERAL
 

As described in Section II.B.I. Policies and Programs, the MOC(H) has 
completed a new National Housing Policy for the country. Due to the total lack 
of coordination in the sector as a result of the pre-election chaos, one of the 
primary objectives of the new policy is 'the establishment of a coordinated 
approach to the provision of housing and related amenities, as well as a clear 
definition and development of insfitutional responsibilities. 

Presently, governmental powers and functions in the housing field are 
spread throughout 5 ministries and 21 agencies of the GOJ. In order to 
coordinate the inputs of these ministries and agencies, the establishment of a 
Housing Coordinating Committee has been proposed. The Committee will be 
chaired by the Minister of Constructior and will include representatives of the 
principal agencies in the sector. The primary functions of the Coordinating 
Committee will be: 

o 	 the resolution of major supply bottlenecks; 

o 	 the approval of housing plans; 

o 	 coordination of the flow of funds wihin the sector; and 

o 	 the integration of housing plans and projects within the national economic 
development plan. 

The Coordinating Committee will be supported by a Housing Policy 
Secretariat attached to the MOC(H). The primary purpose of the Secretariat 
will be to develop a three-year rolling National Housing Plan by adding 
projections for an additional year and revising previous projections based on 
actual performance. If realistic, such a plan should become a major vehicle in 
the coordination of activities and funds in the sector. Presently, only rough 
estimates of housing needs and effective demand exist. In addition, total 
capacity of the public and private sectors to meet this demand, as well as the 
quantity of funds available, are unknown from one year to the next. 

Under the recently issued Public Sector Housing Finance Framework, the 
definition of institutional responsibilities has also been clarified. The major 
roles of the institutions involved in the present project are summarized In 
section V, Financial Analysis. 

B. JAMAICA MORTGAGE BANK 

The official Borrower is the Jamaica Mortgage Bank, a wholly owned 
government financial institution which was established in 1971 and commenced 
operation in 1972. It provides the housing sector with long and short term 
housing finance, secondary mortgages, and insures home mortgage loans. The 
JMB has made a significant contribution to the transformation of mortgage 
practices in Jamaica, especially regarding lending for middle income housing 
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units by a number of institutions and acceptance of the principle of complete 
of a home mortgage loan through regular monthly payments ofamortization 


principal and interest over a long period of time.
 

o The Secondary Market Operations 

The Secondary Market Operations of the Bank represented one of its 

major activity. As of December 31, 1980, the JMB had a total major 
1980, the JMB had a total portfolio of J$7.5activity. As of December 31, 

in the past secondary marlet operationsmillion. However, two years, 

have fallen off drastically. These operations are now due to be revived
 
under the new policy.
 

o Primary Market Operations 

The JMB has assisted in supplying long term funds through funds mobilized 
from USAID, CDB, JNIC, etc. Its portfolio (as of December 1980) of long 
term mortgage commitments was of J$98.8 million covering 8,339 units. 

However, under the new system, a portion of these loans will be sold off 
and JMB will cease to lend in the primary market. 

o Mortgage Insurance Operations 

Some 6,636 policies have been issued since June 1973 for J$61.5 million 

out of some 9,445 foi J$87.9 million. In 1973, the JMB also inherited 
These mortgage insurance7,574 policies for J$33.9 million from the JDB. 

operations have had the effect of lengthening the repayment period and 

reducing down payments, thus making housing more affordable to low 
Income groups. 

Up to 1978, the JMB was a viable financial institution. Since then, it has 

been cunning at a loss due primarily to the devaluation of the Jamaican dollar. 

However, as seen in the introduction to this section, the GOJ has made a firm 
The GOJ notcommitment to upgrade the JMB to a central role in the sector. 

only plans to inject J$10 million into the institution in 1983/84, but it is also 

assuning JMB's substantial foreign exchange from former Euro-dollar loans. 

In order to increase the supply of funds to the housing sector, the JMB 

will be authorized to issue Housing Bonds which will be tax free, interest bearing 

and will offer a priority entitlement to mortgage financing f om thFeNotional 
The bond will be marketed both locally and to Jamaicans residingHousing Trust. 


overseas.
 

The JMB will concentrate its lending activities in secondary market 
emphasis onoperations and wholesale marketing of funds with special 

It willfacilituting the increased provision of mortgages to lower income groups. 
deploy funds raised locally and overseas to the Ministry of Finance and to CHFC 
to support the housing construction activities of the Ministry of Construction and 
will, if required, provide funds to the National Housing Trust to meet repayment 
obligations to its contributors. Present financial projections of JMB on the 
restructured basis :;how it moving from a loss position in of J$3.8 million In 1981 
to a profit position of J$3.1 million in 1984/85. 
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C. MINISTRY OF CONSTRUCTION (HOUSING)
 

Subsequent to the authorization of HG-010, the Ministry of Housing and 
into a new Ministry of

Public Works were combinedthe Ministry of 

Construction. Organizationally, the Ministry is still composed of its two parts,
 

In the pat, the public housing sector of the 
each with a permanent secretary. 
MOC(H) has perceived its role as being the public sector institution responsible 

and control of the housing sector in 
for the development, management, 

It has been the major actor in the provision of shelter to low inco.'ne 
Jamaica. 

until 1978, inclusive, the MOC(H) experienced 
groups in urban areas. Fron 1971 
a sharp growth in its activities from 895 to 2,676 units/year. During the same 

period, the number of units completed by the public sector ;ncreased from 1,173 
as a whole 

to 4,913 units/yi'ar. However, a drastic decline in the housing sector 
Housing built by the MOC(H) during this 

was experienced in the last three years. 
the first 61980, and only 62 duringunits in 19"/9, 601 inperiod fell to 1,131 

(See Annex F for a detailed description of MOC(H) programs
months of 1981. 
and operations.) 

Due to pre-election violence and rapid increase in construction costs, the 

cost overruns averaging 37 percent for 
MOC(H) has also experienced massive 

In its role of developer, manager,
Housing rfund projects (see Table 5, Annex F). 

has also heavily subsidized its 
and long-term financier of public housing, it 

projects in various ways; i.e., through planning and administration costs, below 
payment, and below market 

market value of land prices, little or no down 
hidden subsidy, however, is the large-scale

Perhaps the largestinterest rates. 80 percent of allottees in 
in its programs: owner-occupier schemes arrears 

more, sales schemes -- 65 percent, and rental schemes 
arrears three months or 
- 94 percent (as of March 31, 1981). 

In keeping with the principle of cost recovery enunciated in the Housing 

Policy, the MOC(H) plans to institute the'following measures: 

off) the existing
(i.e., updating, selling off or writing

o Rationalization 
mortgage portfolio and transferring it where appropriate to the CHFC. 

o Development 

o Transfer of the mortgage financing function to the CHFC and/or suitable 

private sector institutions. 

o Modernization of accounting procedures and the collection system for the 

remaining portfolios. 

of a public education program as to the responsibility of 

mortgagors in meeting financial obligations. 

The review and rationalization of the MOC(H)'s existing portfolio will be 
Force assisted by an international 

a high level Jamaican Taskundertaken by and arebeen nominatedTask Force and advisor have alreadyadvisor. The 
the marketing and collections of the World Bank an'd 

btglnning their work on 
USAID schemes, concurrently. 
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Regarding the traditional planning and development roles of the MOC(H), 
the former Planning and Development Division has been transferred out of the 
Ministry to EDCO. It is planned that the actual development of new housing 
projects, and squatter upgrading schemes including all infrastructure work will 
be undertaken by the SIHL and the EDCO, respectively. Thus, the Ministry 
proper will be left with the primary functions of: 

o housing policy and plan formulation; 

o land acquisition and estate management; and 

o community development and organization. 

Although several staff vacancies and the inexperience of new employees 
have left these functions in a weakened state, the Ministry is presently 
rebuilding these divisions. Grant-financed technical assistance placed in the 
Ministry will assist this process along with the long-term operations of the 
recently constituted Task Force. 

I. Estates Development Company (EDCO): 

The EDCO will have full responsibility for all infrastructure work on the 
squatter upgrading component of this project. The Estates Development Division 
is the new name for the former Sites and Services Division (SSD), and several key 
staff memebers of the SSD have remained with the EDCO. In oddition, a new 
director, the former city engineer for the Kingston-St. Andrew Parishes, was 
appointed in early 1982. The director has taken definitive steps in rebuilding the 
organization. There are essentially two major sections: Contracts 
Administration and Operations Management. Under the former, there are a 
Deputy Manager and three cost estimators. The Operations Management 
Division, however, contains the core function of the EDCO. It is composed of a 
Deputy Manager, four construction manaogirs, each having four teams composed 
of a site manager, construction inspector, and a clerk-of-works. The Deputy 
Director supervises the finance, accounting, salary and personnel sections. 
These teams will be able to supervise an island-wide squatter upgrading program, 
each concentrating on certain areas. In addition, there are minor sub-sections 
for Materinls Supervision and Self-Help. 

In order to better equip the Division to handle squatter upgrading 
operations in this and future projects, the Director is proposing to hire several 
draftsmen, quantity surveyors, and land surveyors. The Division will, therefore, 
be equipped to do its own planning, design, estimating, and surveying. However, 
since the Division is no longer treated as a "Special Division" of the Ministry, it 
will have problems recruiting the necessary staff due to lower pay scales. This 
matter has been brought to the attention of the Minister of Construction and the 
Parliamentary Secretary for resolution. 

In preparation for the execution of its portion of this project, the EDCO 
has already selected several squatter settlements for upgrading while bringing to 
completion the HG-010 schemes. In unde'rtaking the HG-01 I schemes, EDCO is 
taking a "fast-track" approach, i.e., merely doing basic drawings before 
tendering to qualified local contractors. Works are also carried out at far lower 
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This procedure will, therefore, lend Itself tostandards than those under HG-010. 
However,rapid implementation and improved affordability by client households. 

Increased control mechanisms may be required. 

2. Sugar Industry Housing, Ltd. (SIHL) 

As mentioned in Section II, the SIHL is responsible for the housinq needs 

of sugar workers. It built new schemes, houses on individually owned plots and 
of funds, its activitiesextended home improvement loans. Due to a lack 

it remained endowed with a good managerialdecreased in 1980/81. However, 

and technical staff. Due to this excess capacity, it was charged by the Minister
 

of Construction to complete 3,288 core houses on two World Bank Sites and 
It
Services Schemiles: Hunts Bay in Kingston and Catherine Hall in Montego Bay. 


Sites and Services Division which is in charge ofhas, therefore, established a 
on the two sites. In addition to this Division, the SIHLconstruction rnancgement 


contains a small Technical (Engineering) Division, a Legal Division, and c
 

Registry Division. It is, therefore, fully capable of executing either new site.,
 

and services and/or core houshig schemes.
 

Bank schemes will be essentiall)By September 1982, when the World 
completed, the SIHL will have substantial excess capacity. It is largely for thi., 

MOC(H) views the SIHL as continuing to implement MOC(H) nem reason that 
SIHL remains formally under the Ministry of Agriculture, but recentl)schemes. 

on the sites and services projects. Move.it has been reporting to the MOC(H) 
to transfer it to MOC(H) to facilitate the majoiare being considered, however, 


role it is earmarked to play in future construction. Since construction on th(
 

World Bank projects is comp:,!ted at Hunts Boy and about complete at Cotherin 
than adequate capacity to execute thoHall, it is felt that SIHL will have more 

new schemes to be selected under Phase II (see Section III, Technical Analysis foi 

contributions from employers and employees have amounted to J$247.6 millioi 

details). 

D. NATIONAL HOUSING TRUST (NHT) 

the 
Based on the concept of a joint employer/employee 

NHT was established in 1976. Since inception to 
tax fund for housing 
December 31, 198C 
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TABLE I11-1 

EXPENDITURE ON NEW HOUSING UNITS BY AGENCY
 
APRIL 1977 - DECEMBER 1980
 

AGENCY 


Building Societies 
Jamaica Mortgage Bank 
Government of Jamaica 
Private (Non-NHT) 
Subtotal 

National Housing Trust 
Total 
NHT's Share 

($M) 

1977-78 1978-79 1979-80 

3.4 4.4 4.2 
41.7 15.4 7.3 
39.7 41.6 25.0 
34.6 39.6 35.0 

I1"8.'W IUiF" 
35.9 52.7 60.0 
154.3 153.7 131.5 
23.0 34.3 45.6 

SOURCE: Economic and Social Survey, National Planning Agency, Project Appraisal 
and Lending Section -- NHT. 
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TABLE 111-2 

AWARDS BY INCOME GROUPS AND BENEFIT TYPES 
1976- 1901 

BENEFIT 
TYPES 

INCOME GROUPS BOL off- HI SCHEMES TOTALS PERCENT 

Under $60.00 2,521 667 3,202 2,848 9,238 51.3 

$60-$119 1,818 199 l,153 2,938 6,106 33.9 

175 1,390 2,208 12.3
$120-$199 594 49 

15 17 294 452 2.5
 
$200 and over 126 


7,1468 18,004 100.0
Totals 5,059 930 4,547 

SOURCE: Research Depor tmnent, NIIT, 4/27/82. 

In addition to being the principal source of concessionary funds in the
 

sector, the NHT is presently a well-moncged institution. Chart I shows its nevly
 
the NHT's increasing concern with


reorganized structure. The chart relfects 
benefits mortqage servicing. These functions, along with

allocation of and 
regional services, properly nonojgernent, and community development, have 

under one division, Mortqce Operations, with a new 
recently been grouped 

This division will be in charge of resolving one of NHT's persistent
Director. 

Table 111-3 shows the status of arrears by
problems, that of mortgcje arrears. 

program as of February 1982.
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TABLE 111-3 

NHT ARREARS BY PROGRAM 
(J DOLLARS) 

Percent 
Percent of Over 7 

MonthsProgram Amount Total 

I. New Schemes 2,418,044 58.0 41.6 

2. Build on own 
Land 660,851 15.3 13.6 

22.53. Home Improvement 1,014,173 24.3 

4. Open Market 103,242 2.4 1.8 

4,196,310 24.7 20.4Total 

The NHT has already taken action to reduce these arrears, most of which 

are a carry-over from pre-election days. For example, all new loans are now put 
While this system presently covers approximately 10 on a sa'iry deduction basis. 


percent of total accounts, legal opinion recently received states that the
 
Act allows NHT to deduct from salaries without the permissionNational Housing 
Thus, the NHT plans to [jut as many as possible of its accounts

of the employee. 
and to reduce arrears further, the 

on a salary deduction basis. To this end, 
Mortgage Operations Division is expanding il- collections staff from 4 to 12 

ain the Parish Branch Office. (The NHT has
employees, 7 of whom will be 

in the island with 12 branch offices divided into East and West
regional presence 
Regions, 8 of which contain technical officers.) 

E. CARIBBEAN HOUSING FINANCE CORP. (CHFC) 

the recently approved Public Sector Housing Finance Framework,Under 
role in the sector than it has

the CHFC has been designated a more prominent 
the CHFC has been primarily a mortgage

been fulfilling in the past. Up to now, 
JMB (approximately J$78

servicing organization for mortgages financed by the 

million now in its portfolio). While it is presently 50 percent owned by the JMB 
are for

and 50 percent by the Commonwealth Development Corp. (CDC), plans 
least half of the CDC shares thus making the CHFC a

the GOJ to purchase al 

majority owned government corporation.
 

In addition, to JMt3's mortgnge portfolio for which it does the credit 

and originating, the CHFC c(irries approximately J$9.7 million of
checks nortgage three 
mortgages in its own potfolio. As of June 30, 198? arrears 

months and over were sliqhtly less than J$60,000 or about .62 of one percent. On 
in arrears more than

JMB's porlfolio at total of J$897,675 or 1.16 percent were 

three months as of 6/30/82. Thus, it can be said that the CHFC has been 

performing its primary function quite efficiently. 
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in the decliningIt's fee for mortgage servicing has been one percent 
as many of moriqages it presently services areprincipal balGnce. However, 

it is 	planning to change its fee structure to a fixed sum per
quite mature, 

Further, many of the CHFC's mortgages are either variable
account per month. 

In 1978 in order to sell a project,
rate or graduated payment mortgages (GPM's). 
the CHFC went to a GPM in which payment5 increase from 5 to 12.5 percent per 

year for the first ten years of the mortgages. However, for low income 
increase per year would work

familities CHFC officials believe a flat amount 
better since it is more predictable. 

two
Under the new housing financce framework, the CHFC would have 

major additional functions: 

I. 	 It would be the major primary mortgage lender for low income 

families not able to obtain financing from the NHT. 

take 	 over the existing, serviceable mortgage
2. 	 It would gradually 


portfolio of the Ministry of Construction.
 

In order to carry out thse additional responsibilities CHFC officials feel 

the staff would have to be increased frm the present 39 to approximately 54 as 

follows: 

Present Future
 

I. 	 Mortgage Administration Department 5 
5
9 

2. 	 Data Processing 
6 93. 	 Accounting Department 
8 II

4. 	 Arrears Department 
8 10

5. 	 Collections Department 
3 4

6. 	 Registry 3 3Property Department 
3 3

7. 	 General Manager's Office 
39 54
 

be through commercial bank
Mortgage servicing would still primarily 

transfers and the procedure for collecting data payments (beginning with a late 

at two months and ending with auction of the house after about 
payment letter 
six months) would remain unchanged. However, due to the lower income of the 

in conjunction with the
clientele, an expanded community education process 

Community Development Department of the MOC(H) will be necessary. 

LEAGUE (JCCUL) AND
F. 	 JAMAICA COOPERATIVE CREDIT UNION 


CREDIT UNIONS
 

The 	 JCCUL, briefly described in Section II.B2.d., is the first level 
HG funds

Implementing agent for of the home improvement program of HG-OlO. 
In turn on-lends to individual

for this program are on-loaned to the JCCUL who 
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The credit unions lend to the ultimate borrowers at 12 percent.credit unions. 

As a service its members, the JCCUL agreed to guarantee repayment to the
 

JMB (the Phase i Borrower).
 

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

It does want to promote newspecial assistance to low income rural residents. 

members (this was one of the objectives of HG-O0 but also wants to retain its
 

independence from Government.
 

The League currently has 25 employees, professional and administrative. 

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 
They are responsible for administering and program on a part-time basis. 

Overall the JCCUL performs a number of functions forpromoting the program. 
the program: promotion, monitoring, administration, collection, and advisory for 

For the most part it has performed successfully, receiving a 3/8the guaranty. 

percent fee for these services.
 

With regard to the credit unions, none of them has extensive staff and 

ore stretched a bit thin relative to the home improvement program. It hadmost 
been assumed that the $2.5 million in HG Phase I funding for this program would 

also generate sufficient income to covernot only satisfy demand but would 
The most recent review indicated that some of the smaller credit unionscosts. 

do not have the capacity to nanage additional funds economically and 
resourceseffectively. Nor does their one percent spread give them the 

(The credit unions generallynecessary to improve administration sufficiently. 
forget a 4 to 6 percent spread on their other activities, paying 6 to 8 percent 

poorsavings.) Although procedures at the credit unions are generally good, 
credit unions cited has resulted from poorperformance in :ome of the 


management and finance practices.
 

Simply increasing the availability of loan funds to the credit unions would 

The JCCUL will, in the remainder of HG-O0 andonly aggravate the problems. 
in HG-01 1, apply more stringent criteria to credit unions applying for loans to 

ensure that they have the capacity to handle them. It will, at the same time and 
step up its training and advisory services to

in conjunction with AID, have to 

Individual credit unions.
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Ill. TECHNICAL ANALYSIS 

A. Squatter Settlements Imprcvement 

This sub-project builds on and expands the successful upgrading 
experience gained under Phase I and the minimum improvement fast-track 
concept recently instituted by the Estate Development Division (EDCO) of the 
MOC(H). Initially, all selected upgrading areas would be provided with a 
minimum improvement package including secure land tenure, purchase of 
presently occupied sites from either private ownership or GOJ ministries, and 
rationalization of the existing plot layout pattern. The rationalization of the 
existing plot configuration is a prerequisite to the establishment of tenure and to 
any subsequent incremental improvement in public services. 

Rationalization or legalization/regularization of the selected upgrading 
areas would include the leqal requisites and surveys required for individual plot 
purchases from either the GOJ or private owners; the actual plot purchase by the 
sub-project's beneficiaries; and the regularization of the existing site layout. 
This regularization program would include the following components: 

I. 	 a more equitable distribution of the total residential area between 

existing residents; 

2. 	 a pegging of the new plot boundaries; 

3. 	 road/footpath alignment and reservation to provide minimum access 
to and circulation within the area; 

4. 	 set back or relocation of plot fences in accordance with road 
reservations and new property lines; 

5. 	 removal and reconstruction of dwelling units nresently located within 
road reservations or on a neighbor's property; 

6. 	 relocation of any public services or other obstructions located within 
road reservations. 

In addition, the sub-project would offer the option to extend basic urban 
services, such as roads, storm drainage, water supply and sewerage, either 
separately or in combination, to the selected upgradinq areas. It is expected 
that most of these basic services would not be implemented at the same time in 
every settlement because of affordability constraints and/or the resident's 
perceived priorities exclude the simultaneous acquisition of all basic services, or 
because the settlement has ulready been supplied with one or more of the 
services. 

The proposed Phase II Squatter Improvement proqram would upgrade 
approximately 6,000 plots which, in terms of HG-010 experience, would equal 
approximately 24 sites at 250 plots per site. However, it is expected that the 
number of plots per site will vary from as low as 50 to as hiqh as 500. Assuming 
a final allocation of roughly one household per plot (which is certainly not the 
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case before regularization), the sub-project would benefit approximately 30,000 

persons (5 persons per household). 

As aguide to more detailed project design and as an indication of the type 
could be combined with the minimumof infrastructure options which 

variouslegalization/regularization package, the following table presents 
Section V, SocialIllustrative alternatives, including their July 1983 costs. 

Analysis, analyzes the affordability of the upgrading options: 
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ESTIMATED
 
UPGRADING OPTIONS JULY 1983 

COST 
(J$) 

OPTION I 

Minimum upgrading package--legalization/ 3 165 
regularization (including land purchase) (US 1,772) 

OPTION 2 

Option I plus improved road network (9' 4.255 
base course, minimum surfaced 10' (US 2,383) 
average roadway, no curbs or sidewalks) 

OPTION 3 

Option 2 plus 100mm P.V.C. water distri- 5 190 
bution network with standpipes serving (US 2,906) 
30 families each 

OPTION 4 

Option 2 plus 100mm P.V.C. water distri- 5.520 
bution system with individual lateral (US3,09 1) 
connection 

OPTION 5 

Option 2 plus open, lined storm drain, 5.660 
one side of roadway (assume drain 3'0" (USJ3,170) 
x 2'6" deep) 

OPTION 6 

Option 4 plus open, lined storm drain 6 7925(US63,078) 

OPTION 7 

Fully serviced site (Option 6 plus 200mm 8465 
P.V.C. sewerage collection network with (US 4,740) 
Individual lateral connection; cost does 
not include required off-site works such 
as treatment plants, ponds nor collection 
pipes) 
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B. New Scheme Development 

Increasing the efficiency and supply of serviced land and/or the provision 

of basic shelter units has become a central element of the MOC(H)'s new housing 

The new scheme sub-project would provide approximately 2,000 solutions
policy. 
located in Kingston and St. Andrew and other major urban centers (Montego Bay, 

Maypen, Mandeville, Neqril, etc.). In odditiop to a mix of basic core houses to be 
area could includelower income families, each projectdeveloped in stages for 

larger serviced plots for rapid sale to households at or nea, the national urban 

A range of unit types and prices will be offered dependinq on local 
median. newThe followinq table presents a mix of 
conditions and effective demand. 

serve as a guide during final HG-01I project
housing solutions which could 
design. In addition, Sugar Industries Housing Limited (SIHL), is presently 

to its Hunts Bay shell unit which should 
working on a lower cost modification 

new scheme development.
also be examined for its applicability to HG-01I 

ESTIMATED 
JULY 1983NEW SCHEME MIX COSTS
(J$) 

OPTION I
 

(USS 7,137)
5,000 ft 2 fully serviced plot Including 

land purchase
 

OPTION 2 

20,025
2,000 ft2 servicel plot with partially 

(US$11,214)core with habitablecompleted 300 ft 

bedroom and bathroom
 

OPTION 3
 

24,345

3,000 ft 2 serviced2 plot with partially 

(US$13,633)
completed 530 ft duplex (divided by 
shared party wall) unit with habitable 
bedroom and bathroom 

new 
As will be seen in the affordability section, it is suggested that all 

scheme beneficiaries be required to pay a 10 percent downpoyment of total plot 

development capital costs. 

In discussions with professionals of MOC(H)'s Implementation Division and 

the National Development Agency (NDA),
the Human Settlements Division of 

900 plots on six sites were identified as already in the MOC(H)
approximately

All sites are located on GOJ-owned land and vary in development from 
pipeline. Early analysis and 
the planning stage through completion of civil works. 

011 lead
of these sites for USAID financing under HG could to 

approval 
accelerated project implementation and rapid disbursement of loan funds. 
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C. Owner-Occupier Houses 

The MOC(H) owner-occupier program, as well as similar programs at the 
NHT and the SIHL, provide landowners who possess clear title to their property 
with a housing unit at a cost which includes materials, labor (usually throijh use 
of a small contractor), and transportation of the unit to the individual scattered 
sites. The MOC(H) program uses a post and panel, prefabricated system for its 
units, while the other )rograms rely mainly on block and steel methods. The 
overall program has proved very popular over the past ten years; however, 
combined production of the various programs has never exceeded 700-800 units 
annually. 

Table Ill-I clearly points out the decline in the MOC(H) owner-occupier 
program over the past several years. For 1980-81, production and sale of 
owner-occupier units came almost to a standstill. This drastic reduction was due 
primarily to political turmoil, economic recession and productionproblems at the 
prefabricating plants. The main plant on Marcus Garvey Drive in Kingston 
was/is plagued by old and poorl:, maintained equipment, periodic shortages of 
materials, and labor problems. The Cuba-Jamaica plant, located in Falmouth, 
was closed in 1980. 

Due to space limitations and the mobility to control theft and vandalism, 
current MOC(H) thinking appears to favor sale of existing inventory and closure 
of the Marcus Garvey Drive plank. The MOC(H) is presently trying to line up 
financing to purchase three new US$0.96 million Italian prefabrication plants 
which would be able to produce 2,000 units per year each. The 	plants would be 

Plans have alsostrategically located in the MOC(H)'s three island-wide regions. 

been discussed to revive the production activities of the Falmouth plant in order
 
to supply north coast needs.
 

USAID is very interested in supportinq the MOC(H) in its efforts to revive 
this most worthwhile program. However, fears persist as to the MOC(H)'s actual 
production and implementation (tenure verification, sales and erection) 
capabilities in this area over the next 2-3 years. Before the new prefabrication 
plants come on-line, it is possible that owner-occupier units will have to be 
constructed by block and steel and/or on-site prefabrication methods. It is of 
special concern to USAID what negative affects this short-term supply 
constraint will have on the local small-scale contractors and building materials 
industry. It is imperative that the new MOC(H) prefabrication plants be 
operational by the end of 1983. In the meantime, bnsed on past experience with 
similar programs and on projected excess capacity, both the SIHL and the NHT 
most likely will have to assist the MOC(H) in the initial implementation stages of 
the Phase IIowner-occupier program. Furthermore, existing SIHL and NHT units 
offered for sale in this program area must be thoroughly examined to ensure that 
they are targeted to appropriate income groups. 

The MOC(H) has expressed interest in producing two owner-occupier 
models which have proved most popular in the past. Since very few 
prefabricated units have been produced, and fewer yet sold, over the past several 
years, cost estimates supplied by the MOC(H) are probably low. Present cost 
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TAIII.E 11-1
 

OWNIER /OCUI IER ScIIEMF AIPIROVAI.S
 

1973 - 1981 

Year 

1973/74 

1974/75 

1975/76 

1976/77 

1977/78 

1978/79 

1979/80 

1980/81 

TOTAL 

No. of 
Applications 

Received 

1.785 

1.339 

1.369 

1.400 

1.205 

1.102 

956 

471 

9.627 

No. of 
ApplicatI, s 
Sent to Legal 

1.986 

1.339 

1,369 

1.400 

1,205 

1,102 

956 

471 

9,830 

No. of 

Applications 
Sent for 

Investigation 

1.988 

1.339 

1.369 

1.194 

852 

751 

588 

327 

8,408 

No. of 
Applications 

T 
fhouses I Loans 

232 I10 
413 1 99 
322 80 

286 78 

204 78 

211 99 

161 154 

52 64 

1,881 762 

N 

Un 
Unats 

Requisitioned 

232 

338 

271 

360 

203 

206 

122 

48 

1.780 

No. of 

ni. 
Units 

Sent Out 

187 

295 

351 

334 

178 

114 

31 

12 

1.502 

Backlog 

45 

lie 

-29 

-48 

26 

97 

130 

40 

379 

Amt. of 

Lo
Loan

Granted I$) 

49,002.10 

71,370.35 

77,808.70 

140,150.10 

162.495.50 

160,273.80 

328.766.40 

174,947.00 

2,608.813.95 

SOURCE: MOC(H) -- Legal Section 
-- Estate Management Division 
-- Stores 



figures are based on questionable updates of past figures, and it is also unclear 
whether labor costs at the plant are included in total costs to be recovered from 
the beneficiary. Phase II proposes to finance approximately 1,000 MOC(H) 
owner-occupier units. While new cost estimates are certainly called for as part 
of continuing project design, the followinq table, based on existing cost 
information, provides an illustration of possible types of owner-occupier units 
which could be produced as part of this sub-project and, in turn, serves as the 
basis for a preliminary affordability analysis. 

ESTIMATED 
OWNER-OCCUPIER OPTIONS JULY 1983 

COSTS 
(J$)
 

OPTION I 

Model 542/A: 306 ft 2 unit with three 6,476 
rooms and porch, absorption pit (no (US$3,627 
electrical installation). 

OPTION 2 

Model 542/B: 542/A with septic tank 6 823
 
(US$3,82 1)
 

OPTION 3 

Model 604/A: 440 ft 2 unit with two bed- 13,343 
living room, bathroom, kitchen, (US$7,472)rooms. 

porch, absorption pit (no electrical 
installation) 

OPTION 4 

Model 604/B: Model 604/A with septic 13,690 
(US$7,666)tank 
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IV. SOCIAL ANALYSIS
 

A. Target Groups and Affordability Analysis of Sub-Projects 

HG-O I's four sub-projects are targetted at those families whose incomes 
fall at or below the national median income which is estimated to range between 
J$6,760 (US$3,800) and J$8,165 (US$4,590) (See Income Analysis section). 
Specifically, the following sections examine the affordability of the alternative 
components of the physical sub-projects which were described and costed in the 
Technical Analysis section. It is assumed that all sub-project costs (including 
land) will be directly recovered from the beneficiary. 

I. Squatter Settlement Improvement 

The affordability analysis for the -seven previously-presented Squatter 
Settlement Improvement options is initially undertaken on the basis of the lower 
limit of median income (Department of Statistics "Employed Labor Force") and 
two illustrative beneficiary financial packages. A third analysis based on the 
income distribution for a sample survey of squatter settlement residents (thought 
to be most representative of the target populations in this case) was also 
undertaken. (See Table IV-I for a summary of this analysis.) 

It is readily apparent from the table that all squatter improvement 
options are affordable at or below the median household income. This is true 
even for a level payment mortgage of zero percent downpayment at 12 percent 
interest for 25 years with the assumption that a family will spend 15 percent of 
income to improve its living area. In an attempt to make the upgrading sub
project more affordable to target households, a graduated mortgage repayment 
schedule based on 12 percent for 25 years, with the initial monthly payment 
increasing at 7.5 percent per year for 15 years was tested. The results show that 
the most expensive option (a fully serviced plot) can serve down to the 29th 
percentile. In a final attempt to better approximate the purchasinq po,,:er of the 
target population for squatter settlement improvement, affordability of the 
seven options was checked using the income distribution for the sample survey of 
squatter settlement residents in combination with the previously-described GPM 
financing terms assuming a household will spend one week's income (23 percent) 
to pay for squatter settlement improvements. Once again the results are very 
encouraging; the most costly option is affordable down to the 20th percentile, 
with the least costly down to the 3rd percentile. 

2. New Scheme Development 

Table V-2 summarizes the affordability of the three new scheme options 
on the basis of the upper limit of the median income (the NHT income 
distribution of its contributor population was bt lieved most representative of the 
target population in this case) and Iwo alternative financing plans. T'he table 
shows very clearly that the recently expressed concerns of MOC(H) officials with 
respect to meeting USAID's affordability criteria were valid, i.e., using a 
straight level repayment plan, it is practically impossible to provide a serviced 
plot with any kind of minimal housing core to households below the median. This 
situation is improved greatly by introduction of a graduated monthly payment 
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mechanism. Based on the same terms as in the previous exercise (12 percent, 25 
years increasing at 7.5 percent for IS years), the affordability threshold for the 

core house can be lowered totwo options which include a partially completed 
serve the 31st cid 42nd percentiles, respectively. 

3. Owner-Occupier Houses 

Based on summary TableIV-3, all four MOC(H) owner-occupier options are 
affordable at or below the 50th percentile of the Department of Statistics 
"Employed Labor Force" income distribution (lower limit of national median 
Income range). This level of affordability assumes a 5 percent down payment in 
the case of options 3 and 4 (MOC(H) models 604/A and B) and one week's 
household income available for purchase of a prefabricated unit). Use of the 
same GPM financing plan lowers the threshold of affordability of the most 
expensive unit to the 28th percentile. 



TAIII.E IV-! 

IIG-011 SQUATTER IMPROVEMENT .CIIEME5AFFORDABILITY ANALYSIS FOR PROI'OSEI) 

JULY 1983
 

MONTIILY PAYMENT FOR ALTERNATIVE 
FINANCING PLANS (JS) 

TARGET GROUPUNIT COST 
REACIIED 4
 RECOVERABLE 


LEVEL PAYMENT (Assuming one
FROM
DESCRIPTION OF 

6. 8 & 10 % week's income for.
HOUSING BENEFICIARY 
for 30 yrs. housing)
SOLUTION (f) 


1.SQUATTER
 

-- OPTION 1:
 

LEGAL IZAT ION/
 
REGULARIZATION 3,165 19 3rd
 

lincl. land purchase)
 

-- OPTION 2:
 

OPTION I plus improved 4,255 31 5th
 
2
 

roads
 

-- OPTION 3:
 

OPTION 2 plus stand- 5,190 38 7th
 

pipes serving roughly.
2
 
30 families each
 

-- OPTION 4.: 

OPTION 2 plus indi- 5,520 41 8th
 

vidual plot2 water
 
connection
 

-- OPTION 5:
 

42 8th

OPTION 2 plus lined, 5,660


2
 
open storm drains


-- OPTIO 6: 

loth
OPTION 4 plus lin 5 d, 6,925 61 

open storm drains
 

-- OPTION 7: 

74
OPTION 6 plus indi- 8,465 24th
 

vidual connection
 
to water borne
 
sewerage (fully 
serviced plot)N
 

1 6% for 30 years
 

2 8% for 30 years
 

3 10% for 30 years
 
4 According to Department of Statistics, Employed Labor Force Income Distribution.
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TAIII.E IV 

AFFOkVAI1II.IIY ANAI.YSIS FOR I'ROIOS II 01II NIW SCFMI: I)F.VEI-)I'ltENT SUII-PkOJECT 

JULY 1983 

ML)NTIII.Y iAYMENT FOR ALTItNATIYE 
FINANCING PLAN (J$) 

UNIT COST TARGET GROUIJ 
RECOVERABLE REACIIED (%) 

DESCRIPTION OF FROM I.VEL (Atbumlng one
 
HOUSING BENEFICIARY PAYMENT week's hiscone i.e.,
 

SOLUTION (JS) 10% (3S)/ 30 yrs. 23% for housing
 

-- OPTION I: 

Serviced Site lincl. 11,470 100 2SIh
 

land purcta-4e)
 

-- OPT ION 2: 

OPTION I plus 18,025 156 SO1h 
parttally cLrplet ed 
300 ft .2 siarier 
unit
 

-- OPT ION 3: 

OPTION I plus 1/2 21,910 192 411t
 
of partially com;
 
pleted 1.060 It.'
 
duplex unit
 

WU rrl |pAyment three optilons.
I Assumes pecer d-i.t for 


Accordmi;i o IIcun dibtributtol of Nil contributors. 
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- -

FORAFFORDABILITY ANALYSIS 

DESCRIPTION OF 

HOUSING 

SOLUTION 


OWNER-OCCUPIER PRE-
M"-TTTV_

-- OPTION I: 

Model 542/a: Three rooms 

with verandah. ibsorption
 
pit (no electrical instal
lation)
 

-- OPTION 2: 

OPTION I with septic tank 


-- OPTION 3: 

MODEL 604/a: Two bedrooms, 

living room, bathroom.
 
kitchen, porch. absorption
 
pit (no electrical instal
lat ion)'
 

-- OPTION 4: 

OPTION 3 with septic tank i 


I Assumes 5% down payment. 

TABLE IV-3
 

IIOME SUB-PROJECTPREFABRICATEDPROPOSED IIG-011 OWNER-OCCUPIER 

JULY 1983
 

PAYMENT FOR ALTERNATIVE 
FINANCING PLANS (J$) 

TARGET GROU
 

MONTIILY 

UNIT COST 

REACHED (%)
RECOVERABLE 
 (Assuming one
LEVEL
FROM 


week's incomePAYMENT
BENEFICIARY 
 for housing)
-(iS) 10% 30 yrs. 

16th
57
6,476 


17th
60
6,823 


42nd
111
12,676 


43rd
114
13.000 


Income Distribution.
 
2 According to Department of Statistics, Employed Labor Force, 
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V. FINANCIAL ANALYSIS
 

A. Institutional Framework 

Financing for public sector housing projects in Ja;Iaica has been 
rhonnelled primarily through three agencies namely: 

(I) National Housing Trust - (Wage related contributions 
of employers and employees) 

(2) Jamaica Mortgage Bank - (Institutional loans and funds 
derived from secondary 
market operations) 

(3) Ministry of Construction - (Director budget allocations 
and loans from international 
institutions) 

The operations of these agencies have suffered from a Icak of co.
ordination and the absence of clearly defined institutional roles. The National 
Housing Trust which ought to be the principal supplier of mortgage financing for 
public sector housing has also been engaged in performing the role of a 
developer. The Jamaica Mortgage Bank which ought to ensure a steady flow of 
funds to the housing sector through institutional loans and secondary market 
operations has been engaged in providing interim financing has been significantly 
reduced because of cost overruns incurred on its projects. Despite the excess 
liquidity prevailing in some financial institutions, the Jamaica Mortgage Bank 
has been unable to maintain a steady flow of funds to the housing sector because 
of its weak financial position arising from its primary mortgage and interim 
activities. The effectiveness of the Ministry of Construction as a developer is 
severely impaired because it carries large financial arrears on its mortgage 
accounts. 

The absence of a coordinated approach to public sector housing finance 
has thus prevented the most efficient utilization of the funds which are available 
for housing investment. Rationalization of the housing finance system and 
clarification of institutional roles are essential if the housing sector is to achieve 
on adequate level of performance. 

I. National Housing Trust: 

It is obvious that the Notional Housing Trust cannot continue to operate 
on a financially viable basis if it continues to sustain the level of overruns which 
It has been incurring on its various projects. In addition, because of the method 
by which the National Housing Trust has operated, the award of benefits bears no 
relationship to the income distribution of its contributors. The random selection 
or "lottery" system by which beneficiaries are selected, while having the 
commendable objective of impartiality, leaves the award of benefits entirely to 
chance and accords no special consideration to such factors as the length of time 
one has been contributing to the Trust. It is theoretically possible, therefore, for 
someone to contribute to the Trust for all his working life without ever being 
able to receive a benefit because while the present systc -n makes him eligible, it 
offers him no entitlement. 
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2. Jamaica Mortgage Bank: 

The Jamaica Mortgage Bank was established for the primary purpose of 
sector through its secondaryof funds to the housingmaintaining a steady flow 

market and mortgage insurance operations. However, its secondary market 
three years and its mortgage

activities have totally dried up over the last 
to 1980 and showed only modest 

insurance operations steadily declined up 
The following table illustrates the level and direction of 

improvement in 1981. 
the activities of the JMB between 1978 and 1981. 

Jamaica Mortgage Bank 

-Market Transaction (1978 198 1) 

1981
1978 1979 1980 


$9.4m $8.7m$17.2m $8.5m
Primary Market Distributions 3-
Secondary Market Disbursements .5 

15.4 3.2 1.9 3.1
Mortgage Insurance 

Up to 1978, the JMB was a viable financial institution. Since then, it has 

at a loss and in its present state, is unable to adeauately perform
been operating 
its role of supporting the housing sector by increasing the flow of funds. 

3. Ministry of Construction: 

major developer of public
The Ministry of Construction has been 'the 

financing through budgetary allocations, 
sector housing projects and procures 

However, the Ministry has operated
NHT disbursements and institutional loans. 

low level of efficiency due to the lack of proper construction management
at a 

by which it is funded does not permit proper 
and the fact that the method and fromFunds derived from the budget

and execution of projects.planning 
are used to develop projects and are converted to long-term

institutional loans 
As a result, the Ministry is constantly decapitalized and must rely on 

mortgages. to sustain its house construction 
the frequent injection of new funds in order 

In addition, because it lacks an efficient cost-recovery mechanism, 
programme. arrears. Approximately 75% of the 
mortgage repayments are continuously in 

toare not being collected. In orderto the Ministryrepayments presently due 
and rationalize the roles and relationships of 

the foregoing situationcorrect the GOJ has recently announced a 
sector housing,Institutions financing publ;'. 

new Public Sector housing, the GOJ has recently announced a new Public Sector 

The institutionnl objectives and responsibilities in 
Housing Finance Framework. 

the sector can be summarized as follows:
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B. 	 Objectives 

(I) 	 To convert the National Housing Trust into an exclusive mortgoqe 
financing and servicing institution to operate on a commercially 
viable basis in providing mortqnges to its contributors. 

(2) 	 To transform the Jamaica Mortgage Bank into a viable financial 
institution for the purposes of: 

(a) 	 mobilizing loan funds, locally and overseas, to finance housing 
development on a wholesale basis; 

(b) 	 providing secondary mortgages facilities; 

(c) 	 providing mortgage insurance. 

(3) 	 To expand the Caribbean Housing Finance Corporation to service the 
existihg mortgage portfolio of the Ministry of Construction and to 
provide mortgage financing to purchasers of houses built by the 
Ministry who are not financed by the National Housing Trust. 

(4) 	 To expand the capacity of the Ministry of Construction to buiia 
houses by: 

(a) 	 ensuring an adequate flow of construction finance; 

(b) 	 developing adequate systems for the production of low-cost 
houses. 

I. 	 National Housinq Trust 

The 	National Housing Trust will cease to perform the role of a developer 
It will continue,and will 	discontinue the practice of providing interim financing. 

however, to promote its "Build on Own Land" proaramme in conjunction with 

Ministry of Construction as well as the informal sector. 

In its 	lending policies, the NHT will: 

(a) 	 provide mortgages to its contributors on a basis which reflects 
Iteir income distribution 

(b) 	 select beneficiaries on the basis of a Priority Entitlement 

Index 

(c) 	 structure its mortgages interest rates on the following basis: 

(i) 	 6% for eligible beneficiaries earning less than J$100 
per week 

(i) 	 8% for eligible beneficiaries earning between J$100 
and J$200 per week 
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(i11) 	 10% for eligible beneficiaries earning over J$200 per 

week. 

d) 	 Increase the age limit of beneficiaries to whom mortgages may 

be issued without a guarantor or a mortgage partner from 30 to 
45 years 

(e) 	 provide take-out mortgage commitments to private developers 

of approved projects 

for new
(f) 	 charge service fees only for closing and other costs 

houses which it is financing 

provide 	 take-out mortgage commitments to qualifying(g) 
contributors. 

2. Jamaica Mortgage Bank 

In order to put the JMB on a sound financial basis to enable it to carry out 
to provide a capital injectin of $10in 

the required functions, the GOJ is planning 
The 	following measures will be instituted:in 1983/84. 

(I) capital injection by the GOJ of J$IOm in 1983/84 

(ii) capitali7ation of interest due and rescheduling of JNIC loan 
for J$71/2m. 

(il) rescheduling of NHT loan of $14m. 

(iv) 	 increase in authorized capital. 

of foreign exchange losses 
(v) assumption by the Government 

arising from Euro-dollar loons. 

the JMB will take steps to dispose of those primary mortgage
In addition, 

these measures, it is anticipated
consistent with its objectives. Byassets not 	 JMB will be 

that its balance sheet should be positive within one year. The 

designated the borrowing agency for all institutional loans (local and overseas) to 

the housing sector. 

supply of funds to the housing sector, the JMB 
In order to increase the 

to issute Housing Bonds which will b)e tax 	free, interest bearing
will 	be authorized 
and will 	offer a priority entitlement to mortgage financing from the National 

to Jamaicans residing
the bond will be marketed both locally andHousing Trust. 


overseas.
 

The 	 JMB will concentrate its lending activitie in secondary market 
funds special emphasis onmarketing of withoperations and wholesale 

to lower income groups. It will
the 	Increased provision of mortglagesfacilitating 

deploy funds raised locally and overseas 	to the Ministry of Finance and to CHFC 
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to support the housinq construction activities of the Ministry of Construction and 
will, if required, provide funds'to the National Housing Trust to meet repayment 
obligations to its contributors. 

3. Caribbean Housing Finance Corporation 

Caribbean Housing Finance Corporation will reccive wholesale mortgage 
funds from the Jamaica Mortgage Bank with which it will provide mortgages to 
persons purchasing houses built by the Ministry of Construction who are not 
otherwise financed by the NHT. It will also use collections from its existing 
mortgage portfolio to provide new mortgages. In addition, it will service those 
mortgages now being held by the Ministry of Construction. 

4. Ministry of Construction 

The Ministry of Construction will function principally as a developer of 
low income "ousing which will be eligible for NHT and CHFC mortgage 
financing. It will discontinue its mortgage lending and servicing operations and 
will phase out its existing mortgages by gradual transfer to CHFC. 

The Ministry of Construction will therefore concentrate on expandinq its 
capacity to produce houses for the lower income groups efficiently and at 
reasonable prices. 

The flow of funds within the public sector and the relationships between 

the various agencies are illustrated in the diagram on the next page. 

C. Supply of Funds to Public Housing Sector 

On the basis of the foregoing assumptions, the GOJ has made projections 
as to the level of funding which will be available to the public housing sectors for 
the period 1982 - 1985. It is projected that a total of $510.4m will be available 
from the following sources: 
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Source of Funds 1982/83 1983/84 1984/85 Total 

NHT 

(a) Ordinary 80.0 85.0 110.0 275.0 
(b) BOL 15.0 20.0 20.0 55.0 

MOC 

(a) Budget allocations 30.0 30.0 30.0 90.0 
(h) Recoveries 2.0 3.0 4.0 9.0 

CHFC Surplus 3.1 3.9 2.9 9.9 

JMB 

(a) Housing Bonds 5.0 7.5 10.0 22.5 
(b) Equity - 10.0 - 10.0 

USAID/HG 13.0 13.0 130.0 39.0 

Total 148.1 172.4 189.9 510.4 

From the foregoing, it can be readily seen that: 

(I) the GOJ has taken major steps in rationalizing public sector housing 

finance, 

(2) a major increase of funds to the sector is planned, cid 

(3) USAID HG loons are to be integrated. with GOJ funds in the sector. 

For the purposes of HG-OII (1982/83 and 1983/84) HG funds are to be 
combined with MOC(H) budget allocations (J$460 million), CHFC surpluses J$7 
million) and the GOJ equity capital infection into the JMB (J$10 million). Thus, 
over the next two years a total of approximately J$77 million will be blended 
with J$267 million of H4G funds. According to assertions by sector officials, GOJ 
funds will be made available at one percent. If the foregoing ratio of local to 
HG funds is mnintained, the effective borrowing rote to the CHFC and the NHT 
should be 4.86 percent. This assumes HG funds are borrowed at I5 percent plus 
one percent margin for the JMB. 

If program funds or on-lent to individuals at the now official categories of 
6, 8 and 10 percent, given the present program mix, the effective on-lending rate 
should be In the neighborhood of 9 percent. Thus, both the CHFC and the NHT 
should hove substantial spreads to cover the admnistrative costs of the , rogrom 
and build up their operations. 
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VI. PROJECT IMPLEMENTATION
 

A. Administrative Arrangements 

I. Finance 

Tab B describes the roles and responsibilities of the principal housing 

finance and the development institutions in recently adopted Public Housing 

Finance Framework. Within this Framework, the Jamaican Mortgaqe Bank (JMB) 

has been designated as the institution to mobilize loan funds both locally and 
Thus, the JMB will be 

overseas for the wholesale finance of low income housing. 
the official borrower under HG-01 I. 

Due to the combination of HG-01 I funds with varyinq annual amounts of 

GOJ funds, the flow of funds and institutional responsibilities within the sector 

are rather complex. They can, however, be described in three stages: 

(a) construction finance 

(b) long term mortgage finance 

(c) repayments 

(I) Construction Finance 

The JMB will channel funds directly to the MOC(H) with a 

Ministry of Finance guarantee. The project developer will be 

the MOC(H) through the Sugar Industry Housing LTD (SIHL) for 

new schemes and the Estate Development Company (EDCO) 
for squatter upgrading and infrastructure works. Since coch of 

finance and accourfiing units,these organizations has their own 
funds will be disbursed directly to them based on actual works 

completed and advances required. It is also envisaged that the 

developer for the BOL/Owner-Occupier prc~ram will be the 

MOC(H) itself or through the SIHL. Housing improvement 
loans will be made by both the CHFC and the NHT. 

(2) Long Term Finance 

Completed projects will subsequently be sold to the CHFC or 

in cases where beneficiaries are NHT contributors, the NHT. 
for ItsIn the latter case, the NHT will originate mortgages 

the MOC(H) for the units. Thecontributors, reimbursing 
the JMB the local non-budgetMOC(H) will subsequently repay 

and HG portions of project financing retaining the remainder 
In the case of the CHFC, due tofor new project development. 


a present lack of funds and the desire by the GOJ to build ur,
 
the CHFC will issuethe institution as a mortgage financer, 


promissory notes in the form of mortgage backed bonds to the
 

MOC(H).
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(3) Repayments 

Payments due to the MOC(H) from the CHFC under the 
mortgage-backed bonds will be repaid to the JMB to service 
the HG loan. The bonds will, however, contain a release clause 
vis-a-vis the MOC(H) in case the mortgages are sold to the 
JMB under its secondary mortqage market faculty. 

2. Construction 

The newly reorganized Estates Development Co (EDCO), a parostatal 
under the Ministry of Construction, will administer this program. EDCO will 
focus exclusively on implementction of settlement improvement, upgradinq and 
the provision of minimally serviced plots. As discussed under Section III, the 
responsibilities for construction of basic shelter units and starter homes will be 
the responsibility of the SIHL. This division of responsibilities reflects the 
MOC's effort to streamline the construction management and implementation 
process. 

Each household will enter into a purchase agreement with either the 

CHFC or the NHT. Upgrading and new development costs will be recovered 
through long term mortgage payments. A newly organized community 
development section will also operate out of the Minister of Constructin to assist 
CHFC and NHT in cost recovery improvement unit. 

Implementation responsibility for the owner-occupier/build-on-own land 
(BOL) sub-project, remains to be worked out in detail. It is envisaged, however, 
that until the MOC remodel its existing or purchases a new prefabrication plant, 
the SIHL will undertake the implementation of this component through on-site 
construction. 

The house improvement loan fund. will be channeled either through the 
NHT or the CHFC to beneficiaries under the squatter improvement and new 
scheme programs. 

3. Home Improvement Loans 

The role of the JCCUL will remain essentially the same as in the first 
phase. It will draw funds from the MOF 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 

costsjustified. Some sort of spread to cover will also be examined for the 
JCCUL. Currently, this has been agreed to for the remainder of Phase I at 3/8 
percent. 
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B. Conditions 

the MOF will beWith the authorization of the FY 81 $15.0 million loan, 
advised of the general terms and conditions of the HG, including the conditions 
precedent to first disbursement. 

Authorization second to such other conditions as AID may deem 

neccessary: 

I. 	 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 

construction schedule for each sub-project; 

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

The completion of the study, in form and substance satisfactory to5. 
theAID, of the interest rate structure in Jamaica and its effect on 

houisng sector. 

C. Implementation Schedule 

The loan will be disbursed over a 24-month period. It is expected that an 
in October 1982 with a loanImplementation Agreement will be negotiated 

agreement anticipated in November 1982. These dates are subject to change 

based on GOJ actions on the conditions above. 

A full time advisor is presently working with the JMB and the JCCUL. 

Since this technical assistance arrangement will expire in December 1982, 
a resident Projectadditional short and long term technical assistance including 

Procurement through an RFPCoordinator in the MOC(H) is included in HG-01 I. 

is already underway and the long term resident advisor expected to be in post by
 

January 1983.
 

D. AID Management 

management (development,The project will be under the direct 
negotiation, 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 
will be provided by the Regional Housing Officer (RHO) based inmanagement 
attached the 	 a significant part of AID's bilateralJamaica and to USAID. As 

assistance program to Jamaica, USAID/Jamaica will provide the policy 

framework within which the project is implemented. Short term assistance, 
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either from the Office of Housing or consultants to the Office of Housirxl will be 

available as needed. 

E. Monitoring and Evaluation 

A new project monitorinq system is expected to be established by the 
MOC(H) with the assistance of AID. This management tool will lend itself 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 participation by the chief officers of the implementing agencies,
RHUDO staff and senior representatives of the MOC(H), JMB, NHT, CHFC, 
SIHL, and EDCO. 

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


