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AGENCY FOR INTERNATIONAL DEVELOPMENT 

PROJECT NO. 532-HG-01
 

PROVIDED FROM: Housing Guaranty Authority
 

FOR 	 The Government of Jamaica
 

Pursuant to the authority vested in the Assistant Administrator,
 
Bureau for Latin America and the Caribbean, by the Foreign

Assistance Act of 1961, as amended (FAA), and the delegations of
 
authority issued thereunder, I hereby authorize the issuance to
 
eligible U.S. investors (Investors) acceptable to A.I.D. of
 
guaranties pursuant to Section 222 of the FAA of not to exceed
 
Twenty-Five Million Dollars ($25,000,000) in face amount. The
 
guaranties shall assure against losses (of not to exceed one
 
hundred percent (100%) of loan investment and interest with
 
respect to loans, inclu6ing any financing thereof, made to finance
 
housing projects in Jamaica.
 

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

1. 	Term of Guaranty: The loans may extend for a period of up to
 
thirty years (30) from the date of disbursement and may
 
include such terms and conditions as shall be acceptable to
 
A.I.D. The guaranties of the loans shall extend for a period
 
beginning with the disbursements of the loans and shall
 
continue until such time as the loans have been paid in full.
 

2. 	Interest Rate: The rate of interest payable to the Investor
 
pursuant to the loans shall not exceed that prescribed
 
pursuant to Section 223(f) of the FAA and shall be consistent
 
with rates of interest generally available for similar types

of loans made in the long term U.S. capital markets.
 

3. 	Government of Jamaica Guaranty: The Government of Jamaica
 
shall provide for a full faith and credit guaranty to
 
indemnify A.I.D. against all losses arising by virtue of
 
A.I.D.'s guaranties to the Investor from non-payment of the
 
guaranty fee.
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4. 	Fee: The fee of the United States shall be payable in
 
dollars and shall be one-half percent (1/2%) per annum of
 
the outstanding guarantied amount of the loans plus a fixed
 
amount equal to one percent (1%) of the amount of the loans
 
authorized or any part thereof, to be paid as A.I.D. may
 
determine upon disbursement of the loans.
 

5. 	Other Terms and Conditions: The guaranties shall be
 
sub3ect to such other terms and conditions as A.I.D. may
 
deem necessary.
 

Assistn cdministrator
 

Bureau for La in America and
 
the Caribbean
 

Date
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Tab 	D
 

Jamaica Shelter and Urban Services Policy Program
 
(532-HG-013)
 

Policy Agenda
 

A major purpose of the sector lending program is to support
 
implementation of the GOJ's National Shelter Strategy and
 
related initiatives implied by the logic of the strategy. The
 
sector program objectives are summarized on pages five through
 
eight in the program document. Broad categories include:
 

1. 	Significantly expand access to water and sewerage on a
 

basis affordable to the poor.
 

Policy objectives are:
 

a. 	Enhance water availability to low income settlements by:
 
(a) implementing a policy of providing water connections to
 
households who do not have registered certificates of title but
 
have other reasonable documentation of plot ownership
 
(regularization of land titles will be part of this effort);
 
(b) introducing workable cost recovery solutions that will
 
permit NWC to provide standpipes to communities otherwise
 
without water service; and (c) establishment of a general
 
policy on financing off-site water and other infrastructure
 
investments that will make it feasible to develop sites and
 
services projects without passing on all of the costs of
 
off--site investment to lot buyers.
 

b. Develop a water production information system and establish
 
a leak detection and repair capacity within NWC. Cary out
 
pilot projects that demonstrate the cost-effectiveness of
 
tighter water management polices.
 

c. With a view to reducing sanitation costs, conduct research
 
to examine the tradeoffs between extensions of the piped public
 
system, self contained treatment systems for subdivisions,
 
septic tanks, and other techniques for handling wastes at
 
differing densities and site conditions. Use the results to
 
establish clear policies and standards as a base for future
 
system extensions. Replace the present policy of requiring
 
up-front payment for the full costs of sewer connections with a
 
revolving fund so that households can pay for installation over
 
time and thus afford to use the existing sewer network.
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d. Develop a comprehensive three year inve,tment program for
 
water supply and sanitation to coordinate the activites of all
 
agencies (an d donors) engaged in this field in Jamaica.
 

2. 	Significantly expand public sector delivery of land and
 

services affordable to the poor.
 

Program policy objectives are:
 

a. Expand public production of serviced sites and settlement
 
upgrading. the GOJ targets call for increasing annual production
 
of these units by almost 15 times over 1983-86 baseline production
 
-- partly as a result of reorienting public sector priorities to
 

emphasize less costly units, and partly as a result of greater
 
sectoral investment. Specific targets for this sector program
 
will be worked out with MOC(H) in the process of preparing the
 
program's Implementation Agreement.
 

b. Design and implement a land inventory system that will permit
 
MOC(H) to quickly identify and comparatively assess a pipeline of
 
potential land parcels for future serviced sites and upgrading
 
projects. Building on existing GOJ practices to regularize land
 
ownerhsip, use this system to develop a priority site acquisition
 
and 	development program for high growth urban centers.
 

c. 	Prepare and implement a plan for more effective targetting of
 
subsidy resources to the poor and overall reduction of per unit
 
subsidies over time. Develop budgetary practices and systems that
 
will account for subsidies explicitly. To expand the resource
 
base, improve collection of debt service payments on existing
 
mortgages.
 

d. 	Conduct management analyses to identify key institutional
 
weaknesses in MOC(H) and design and implement programs to address
 
them.
 

3. 	Significantly expand the role of the private sector in shelter
 
provision.
 

a. Facilitate informal sector shelter provision through the
 
establishment of an independent network for sharing information on
 

low cost shelter developmenti
 

Enhance land availability and reform land titling/transfer
b. 

low-income
processes. The private sector will be introduced to 


land development by having private firms operate as turnkey
 
use 	of the land
developers of sites and services projects; 


inventory system recommended above to provide information on the
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characteristics of available sites to prospective private

developers. The current land titling and transfer processes will
 
be analyzed an a plan for reform that will remove present

legal/regulatory impediments and provide training an systems
 
support for procedural streamlining will be implmented.
 

c. Reform land development standards and application processing.

Continue USAID/j's present program to: (i) rationalize and
 
clarify development standards in a manner that will encourage

economically reasonable development; and (ii) use computer systems

improvements and more aggressive management techniques to reduce
 
delays in applications processing.
 

d. Expand the provision of affordable credit for shelter.
 
Efforts will be made to:
 

i. 	Evaluate the program fo the National Housing Trust (NHT) and
 
devise and implement initiatives to better target output to
 
low income qroups and use NHT programs to increase the depth

and 	breadth of private capital employed in the sector;
 

ii. 	Continue and expand the "loans to lenders* approach initiated
 
in HG-012 Private Sector in which HG funds are on-lent to
 
private housing credit institutions which in turn initiate
 
mortgages for below median income households;
 

iii.Expand the concept initiated in NHT's mortgage certificate
 
program by which low cost NHT funds are blended with private

market rate funds to finance larger mortgages than would
 
normally be permitted by NHT and move this program down the
 
income scale to draw private mortgage money into lower-income
 
lending;
 

iv. 	Continue and expand past USAID/Jamaica supported efforts to
 
enhance the shelter lending capabilities of Ja~iaica's credit
 
unions; reevaluate and revise as appropriate a number of legal

and 	regulatory barriers in the housing finance system.
 

e. Expand the provision of rental housing. Conduct a study of
 
the rental housing market, and based on its finings, initiate
 
reforms to remove constraints now inhibiting rental housing

production.
 



AGE.,Cv FOR INTEP',A.7iONA. DEVELOPMENT 

AUTHORIZATION
 

Name of Country : Jamaica 

Project Name : Technical Support for Shelter and 
Urban Services Policy Project 

Project Number : 532-0149
 

Pursuant to Sections 106 and 104 of the Foreign Assistance Act
 
of 1961, as amended, I hereby authorize the Technical Support
 
for Shelter and Urban Services Policy Project for Jamaica,
 
involving planned obligations not to exceed Three Million
 
United States Dollars (U.S. $3,000,000) (the "Authorized
 
Amount") in grant funds ("Grant") over a five year period from
 
date of authorization subject to the availability of funds in
 
accordance with the A.I.D. DYB/allotment process, to help in
 
financing foreign exchange and local currency costs for the
 
project. The planned life of the project is five years from
 
the date of initial obligation.
 

2. The Project will assist in financing technical support
 
services to implement and monitor the sectoral lending agenda
 
as defined under the Housing Guaranty-Financed Jamaica Shelter
 
and Urban Services Policy Program, 532-HG-0l3.
 

The Grant Agreement(s), which may be negotiated and executed by
 
the officer to whom such authority has been delegated in
 
accordance with A.I.D. regulations and Delegations of
 
Authority, shall be subject to the following essential terms,
 
covenants and major conditions, together with such other terms
 
and conditions as A.I.D. may deem appropriate.
 



A. Source and Origin of Goods and Services
 

Except for ocean shipping, goods and services financed by
 
A.I.D under the Grant shall have their source and origin or
 
nationality in Jamaica or in the United States, except as
 
A.I.D. may otherwise agree in writing. Ocean Shipping financed
 
by A.I.D. shall be on United States flag vessels, except as
 
A.I.D. may otherwise agree in writing.
 

Ass!-stant AcTOigistrator 

Bureau for Latin rica and Caribbean
 

Date
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EXECUTIVE SUMMARY
 

GOAL AND P.RPOSE
 

The goal of this program is to promote increased economic growth and wider
 
snaring of the benefits of growth. Its purpose is to produce a
 
self-sustaining delivery system for shelter, water, sewerage and other urban
 
services that will meet the current and future needs of the urban poor. This
 
will be achieved through a sectoral lending approach, with associated
 
technical assistance, tnat will identify and alleviate the policy, regulatory,

programmatic and institutional barriers that currently constrain the delivery

of such services. 

THE PROBLEM
 

The inadequacy of housing and infrastructure in Jamaica's urban centers has
 
become a problem of critical proportions. Even though household incomes are
 
now increasing, after several years of decline, formidable constraints have
 
prevented the expanded production of decent shelter and services. Now even
 
middle income groups, let alone the poor, find they cannot afford a decent
 
place to live. The social costs of these constraints are evident,
 
particularly in the squalor in wnicn most of the poor must reside. Less
 
readily apparent, but no less important, are their detrimental impacts on
 
national economic development, for example: construction sector employment
 
opportunities foregone, the loss of what is normally one of the most powerful

incentives for household savings (the prospect of purchasing a decent home),

significant inflation in land and house prices, and chaotic development around
 
the rapidly growing tourist centers that threatens further tourism investment.
 

The Government of Jamaica [GOJ] estimates that to eliminate inadequate
 
housing, the nation should be producing an average of 15,500 new shelter
 
solutions annually--92% in urban areas, tne majority in rapidly growing
 
tourism centers where labor force migration is accumulating in informal
 
settlements--and should be upgrading another 9,700 units per year. Yet during
 
the 1970's the public sector produced only 3,200 units per year; output has
 
declined consistently since then, reaching an average of 1,350 in 1985 and
 
1986. Private formal sector production of standard units is not adequately

measured, but available evidence suggests that this source has provided only a
 
small proportion of the remaining need. For years, the majority of all new
 
households formed nave had only two choices: (a) to further overcrowd the
 
existing housing stock; or (b)produce some form of shelter on their own
 
"Informally" (i.e., shelter for the most part well below government standards
 
without access to public water supply or sanitation).
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STRATEGY
 

Its realization of the scope of the problem as defined above caused the
 
GOJ in 1987 to substantially reorient its strategy for intervention in the
 
shelter sector. The new strategy is fully consistent with USAID principles

and objectives for tne sector. A major purpose of this sector lending program

is to support Implementation of nhe-'s National Shelter Strategy and
 
related initiatives implied by the logic of the strategy.
 

Main Themes of the National Shelter Strateay. In the past, the GOJ,

primarily througn its Ministry of Construction (Housing) [MUC(H)], assumed
 
primary responsibility for the direct construction of housing for the poor.

In preparing its new strategy, however, it reviewed its output over the
 
1970-85 period and found that its programs: (1) had contributed only a small

fraction of the total housing production that had been needed; (2)entailed
 
nigh costs; and (3)were not well targeted to the poor (60% of production went
 
to upper-middle and middle-income groups). Facing the future in lignt of
 
recent cost increases, it recognized that it could not sustain, much less
 
expand, its output through direct construction affordable to the puor except

by means of massive and growing subsidies. These are infeasible given the
 
continuing need for restraint in public spending and other urgent claims on
 
the GOJ social budget, most prominently for education and health.
 

The Government nas elected instead to focus its shelter policy on the

provision of small development sites to the poor, with the provision of secure 
tenure and basic infrastructure at modest standards. 
 The construction of
 
housing will 
be left to the people themselves with the understanding that

housing quality will be low initially but will improve over time as household 
income increases. Research has demonstrated that the informal sector has the
 
capability to provide and incrementally improve shelter in this manner.
 
Therefore, this approach addresses the major deficiencies in informal sector
 
settlements at present: inefficient land use and the lack of basic services,
 
secure tenure, and cost recovery for public investments. Analysis indicates
 
that 	this approacn can meet 1986-2006 production targets witn far more modest
 
subsidies.
 

The GOJ also recognized the need for continuation of the low cost program
 
to upgrade existing informal settlements. More importantly, however, it
 
recognized that government's role in shelter production (even on the more
limited basis suggested above) should decline over the long term.
 
Accordingly, it stressed the removal of current barriers to expansion of
 
private sector housing production and financing for low and moderate income
 
groups. 
Based on this analysis, the new strategy establishes three
 
fundamental themes:
 

o 	 That public sector resources will be more clearly targeted to serve
 
the needs of the urban poor.
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o That the focus of government's role in the sector will change from
 
tnat of direct provider to that of facilitator. This will be 
achieved by encouraging the expansion of private sector activity
(both formal and informal) in shelter development through increased 
access to services and land and through alleviation of regulatory 
constraints. 

o That investment priority will be given to the most rapidly growing 
tourism centers, where lack of nousing and support services now make
 
it impossible to accommodate the labor force needed to service 
further tourism growth.
 

SECTOR PROGRAM CONCEPT
 

Through its Housing Guaranty [HG] Program, AID has supported GOJ housing
 
initiatives for many years, most recently (inHG-012) focusing on MOC(H) basic
 
shelter activities and a new program inwhich mortgage funds are to be on-lent
 
to low-income borrowers tnrough private lending institutions. These efforts
 
nave been predominantly "project-oriented": disbursements are tied to the
 
production of, or lending for, individual housing solutions (finished units,
 
serviced sites, or improvement loans, for example).
 

The National Shelter Strategy emphasizes, however, that this type of 
production will not be enough. Therefore, a new approach for AID is 
essential--one wnicn will address the problem on a "sector-wide" basis as does 
the Strategy. Support for MOC(H) programs (serviced sites and upgrading) will 
still be needed, but assistance with related services will also be essential. 
Recent research has shown that low-income Jamaicans regard tna lack of water, 
for example, as having a mucn more deleterious effect on the quality of their 
lives than the physical condition of their housing. The approach must also 
assist GOJ in eliminating the constraints that now prevent the formal private 
sector from expanding its output to reach lower-income groups and the informal 
private sector from addressing its own shelter needs more effectively. The 
approach should lead to the creation of a self-sustaining delivery system for 
shelter, water, and other urban services that will reet the current and future 
needs of the urban poor. 

This Shelter and Urban Services Policy Program has been designed in
 
response. Itwill operate as follows:
 

1. The Program will provide a total of US$50 million in new borrowing,
 
to be advanced in four annual HG trancnes of approximately US$10 million 
each. (Approximately $10 million of the remaining HG authority will be
 
required to cover tne capitalization of up to three years' interest on each
 
trancne of the loan, as necessary in response to GOJ's debt servicing burden
 
during a given year of borrowing.) The GOJ will nave to:
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(a)certify each year that adequate funds are being budgeted to acnieve the
 
program targets specified for the coming year; and (b)document and certify as
 
a condition subsequent that it has expended an equivalent amount in local
 
currency (excluding other donor funds) on HG-eligible activities (i.e.,

shelter and urban service activities serving below-median income households).
 

2. Each year under the program, tne GOJ and AID/J will agree to
 
sectoral and institutional targets for the coming year, and will prepare a
 
detailed work program for tne year ahead. Targets will relate to the adoption

and implementation of policy changes, strengthening of institutions, improved

programing of institutional resources as well as tne achievement of specified

production levels for key programs.
 

3. At the end of each year, a review will be conducted to de'cermine
 
whether the previous year's targets were met. Ifthe targets nave not been
 
accomplisned in full, 
the joint review will focus attention on the constraints
 
in the system tnat demand the most attention and determine whether overall
 
progress justifies a new disbursement.
 

4. A grant of up to US$3 million from DA with $1 million in counterpart

contributions will be provided for technical assistance to help monitor
 
sectoral developments, carry out snort-term pilot projects and studies
 
addressed to critical constraints, and strengthen institutional implementation

capaci ty.
 

5. Overall program management and coordination will be lodged inthe
 
Office of the Prime Minister in the Bureau for Management Support. A Sectoral
 
Coordination Committee will provide substantive guidance and establish
 
nigh-level working liaison between the different public agencies and private

institutions that will be implementing the program. The Committee will be
 
staffed by representatives from shelter institutions. This arrangement

carries over to tne implementation stage the management structure that
 
produced the Shelter Sector Strategy.
 

CONSTRAINTS AND POLICY OBJECTIVES--PRIORITIES AND STAGING
 

Constraints operating in the sector are of two types: (1)those t,
at
 
prevent the expansion of effective public programs (principally, the provision

of serviced sites and settlement upgrading by MOC(H) and the provision of
 
water and sewerage on a reasonable cost basis by the National Water Commission
 
[NWCi); and (2)tcose that prevent appropriate expansion of the private sector
 
role in shelter provision.
 

This program recognizes that while ultimately more important, eliminating

constraints to an expanded private sector role is a difficult task that will
 
take time to accomplish. Some steps toward reform In this direction will be
 
taken in the first years of the
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program, based upon lessons learned inpart from implementation of the HG-012
 
Private Sector Program. It Is expected that the pace of change toward this
 
objective will intensify in later years.
 

Constraints inhibiting the re-orientation of public programs will be
 
given higher priority at first because analysis suggests their elimination can 
yield a larger payoff in shelter supply in a snort period of time. On one 
hand, MOC(H) already has begun to prepare for much greater production of 
serviced sites and settlement upgrading. For tnis component, implementation 
support can help deliver important results at once. On the other hand, as 
will be discussed inmore depth below, capacity and policy problems in the NWC 
now probably represent the most critical constraints on the shelter delivery 
system. They warrant the nignest priority attention since, unless resolved, 
tney will prevent an adequate response in all other elements of the system, 
including production by MOC(H). The relative importance of constraints is 
reflected in the order in which they are presented in the following 
disc,,ssion. Consistent with this strategy, sector program objectives are 
sumd-arized below: 

A. 	SIGNIFICANTLY EXPAND ACCESS TO WATER AND SEWERAGE ON A BASIS AFFORDABLE
 
TO THE POOR
 

Tne most important constraints in tnis area are the inadequate
 
institutional delivery capacity of NWC (being dealt witn in part through
 
programs of otner donors); pricing and investment policies that restrict
 
service coverage for the poor; and the wastage of water resources due to
 
inadequate systems maintenance and pirating. Policy objectives are:
 

1. Enhance water availability to low income settlements by: (a)
implementing a policy of providing water connections to households who do not 
have registered certificates of title but nave other reasonable documentation 
of plot ownership (regularization of land titles will be part of this effort); 
(b)introducing workable cost recovery solutions that will permit NWC to
 
provide standpipes to communities otherwise without water service; and (c)
 
establishment of a general policy on financing off-site water and other
 
Infrastructure investments that will make it feasible to develop sites and
 
services projects without passing on all of the costs of off-site investment
 
to lot buyers.
 

2. Develop a water production information system and establish a leak
 
detection and repair capacity within NWC. Carry out pilot projects that
 
demonstrate the cost-effectiveness of tighter water management policies.
 

3. With a view to reducing sanitation costs, conduct research to
 
examine the tradeoffs between extensions of the piped public system, self
 
contained treatment systems for subdivisions, septic tanks, and other
 
techniques for handling wastes at di ffering
 

0 
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densities and site conditions. Use the results to establish clear policies

and standards as a base for future system extensions. Replace the present

policy of requiring up-front payment for the full cost of sewer connections
 
with 	a revolving fund so that nousenolds can pay for installation over time
 
and thus afford to use the existing sewer network.
 

4. Develop a comprehensive three year investment program for water
 
supply and sanitation to coordinate the activities of all agencies (and

donors) engaged in this field in Jamaica.
 

B. 	SIGNIFICANTLY EXPAND PUBLIC SECTOR DELIVERY OF LAND AND SERVICES
 
AFFORDABLE TO THE POOR
 

Principal constraints inhibiting the achievement of this goal include
 
past policies which focused on the production of high-cost, unaffordable,

completed housing units with deep subsidies; the allocation of a high
 
percentage of all output to middle income groups; the presently inadequate

institutional capacity of MOC(H); a shortage of land identified for future
 
serviced site development; and practices that prevent efficient targetting of
 
housing finance assistance to the poor.
 

Program policy objectives are:
 

1. 	 Expand public production of serviced sites and settlement
 
upgrading. GOJ targets call for increasing annual production of these units
 
by almost 15 times over 1983-86 baseline production-- partly as a result of
 
reorienting public sector priorities to emphasize less costly units, and
 
partly as a result of greater sectoral investment. These are extremely
ambitious goals. Specific targets for this sector program will be worked out 
with 	MIOC(H) in the process of preparing the program's Implementation Agreement. 

2. Design and implement a land inventory system that will permit MOC(H)
 
to quickly identify and comparatively assess a pipeline of potential land
 
parcels for future serviced sites and upgrading projects. Building on
 
existing GOJ practices to regularize land ownership, use this system to
 
-develop a priority site acquisition and development program for high growth
 
urban centers.
 

3. Prepare and implement a plan for more effective targetting of
 
subsidy resources to the poor and overall reduction of per unit subsidies over
 
time. Develop budgetary practices and systems that will account for subsidies
 
explicitly. To expand the resource base, improve collection of debt service
 
payments on existing mortgages.
 

4. Conduct management analyses to identify key institutional weaknesses 
in MOC(H) and design and implement programs to address them. 
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C. 	SIGNIFICANTLY EXPAND THE ROLE OF THE PRIVATE SECTOR IN SHELTER
 
PROVISION
 

1. 	Facilitate Informal Sector Shelter Provision
 

The informal sector now provides a substantial snare of
 
Jamaica's shelter each year, but it does so inefficiently.

Predominantly such activities are carried out by individual 
households without assistance either from government or community

based organizations. Major constraints are the lack of
 
institutional infrastructure to provide technical support, as well
 
as access to land, infrastructure, and credit.
 

The policy objective here is to create an independent network
 
for sharing information on low cost shelter development and initiate
 
other actions that will: encourage non-governmental and community

organizations to become involved in providing support for informal
 
sector construction; encourage the formation of new private-sector

entities to provide information and technical assistance; facilitate
 
the expansion of small firms in simple construction and materials
 
provision; strengthen low cost credit opportunities; and encourage

NGOs (e.g., churches) to make available appropriate unused land
 
parcels for serviced site development.
 

2. 	Enhance Land Availability and Reform Land Titling/Transfer

Processes 

Private developers who would be interested in providing shelter 
for low income groups are constrained from doing so because they
have inadequate information on the availability of suitable sites 
and because of the high costs associated with land titling and 
transfer procedures. Policy objectives are: 

a. Introduce the private sector to low-income land development

by having private firms operate as turnkey developers of sites and
 
services projects.
 

b. Use the land inventory system recommended above to provita
 
information on the characteristics of available sites to prospective
 
private developers.
 

c. Analyze the current land titling and transfer processes and
 
implement a plan for reform that will remove present
 
legal/regulatory impediments and provide training and systems
 
support for procedural streamlining.
 

3. 	Reform Land Development Standards and Application
 
Processing
 

The capacity of the Town Planning Department (responsible for
 
administering most of Jamaica's land development regulations) has
 
seriously eroded in recent years. The applications processing
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system involves unreasonable delays and uncertainties, and the standards
 
themselves are often unclear and generally require development that is
 
unreasonably costly considering the level of the nation's economy. 
 All of
 
this seriously constrains private incentives for investment in housing for
 
lower income groups.
 

Policy Objective: Continue AID/J's present program to: (a) rationalize 
and clarify development standards in 
a manner that will encourage economically

reasonable development; and (b) use computer systems improvements and more
 
aggressive management techniques to reduce delays In applications processing.
 

4. Expand the Provision of Affordable Credit for Shelter
 

Consistent witn its structural adjustment goals, GOJ monetary policy has 
kept real interest rates very high. This environment has dampened effective 
demand for private sector home mortgages. Even in this environment, however, 
some steps can be taken to expand the provision of affordable credit. Policy
objectives include: 

a, Evaluate the programs of the National Housing Trust [NHT] and devise
 
and implement initiatives to better target output to low income groups and use
 
NHT programs to increase the depth and breadth of private capital employed in
 
the sector.
 

b. Continue and expand the "loans to lenders" approach initiated in 
HG-012 Private Sector in which HG funds are on-lent to private housing credit 
institutions Which in turn initiate mortgages for below median income 
households. 

c. Expand the concept initiated In NHT's mortgage certificate program
by which low cost NHT funds are blended witn private market rate funds to 
finance larger mortgages than would normally be permitted by NHT. Move this 
program down tne income scale to draw private mortgage money into lower-income 
lending.
 

d. Continue and expand past AID/J supported efforts to enhance the 
shelter lending capabilities of Jamaica's credit unions. 

e. Reevaluate, and revise as appropriate, a number of legal and
 
regulatory barriers in the housing finance system, as spelled out in the
 
Sector Approval Document.
 

5. Expand the Provision of Rental Housing 

The majority of Jamaica's low income urban households now rent housing

and it will be appropriate for a very large share to continue to do so in the 
future even if all of the reforms above are successfully implemented. Yet in 
recent years (except for tne addition of rental rooms to individual houses)
the growth of the rental housing stock has been negligible. A stringent rent 
control law appears to be one barrier to more rental production but there has 
been little analysis of all constraints operating in tnis market.
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Policy Objective: Conduct a study of the rental housing market, and
 
based on its findings, initiate reforms to remove constraints now innibiting

rental housing production.
 

FIRST-YEAR PROGRAM
 

Tne activities to be undertaken in the first year can be grouped into
 
three categories:
 

o 	 Where GOJ already has established policies consistent with
 
the goals of tne Sector Program, tne Program will devote
 
first-year efforts to achieving significant, measurable
 
progress toward implementation.
 

o 	 Where GOJ is weighing alternative policies, or has not
 
settled upon an implementation strategy for reacning a
 
policy goal, tne Program will support the design,
 
implementation, and evaluation of pilot studies, whose
 
results will be used to establish general policy.
 

o 	 Wnere GOJ nas agreed only on general goals, but does not
 
yet have the information and analysis to make policy

Choices, the Program will sponsor information collection
 
and assessment, under the Technical Assistance grant.
 

First-Year Products
 

First-year products, and the means for measuring their achievement, are
 
spelled out in the body of the document. Among the key products are:
 

Implementation Products:
 

--Install 1,200 new water connections for target population.
 

--Implement new policy relaxing the standard of acceptable
 
documentation of land ownership for water connections.
 

--Finish 1,500 serviced sites and settlement upgrading units.
 

--Establish formal policy on financing of off-site infrastructure for
 
serviced site developments, apply policy to Norwood development.
 

Pilot Projects: 

--Approve design, site, and cost recovery plan for pilot project in
 
community standpipe installation.
 

c,2 
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Policy Oojective: Conduct a study of the rental housing market, and
 
oased on its findings. Initiate reforms to remove constraints now inhibiting 
rental housing production.
 

FIRST-YEAR PRUGR.AM
 

The activities to be undertaken in the first year rcn be grouped Into
 
three categories: 

o 	 Where GJ already nas established policies consistent with
 
tne goals of tne Sertor Program. tne Program will devote
 
first-year efforts to achieving significant, measuraole
 
progress toward implementation.
 

o 	 where GOJ is weigning alternative policies, or has not
 
settled upon an implementation strategy for reaching a 
policy goal. the Program will Support tne design.
 
Implementation. and evaluation of pilot studies, whose
 
results will be used to establisn general policy.
 

o 	 Wnere GUJ has agreed only on general goals. out does not
 
yet nave tne information and analysis to make policy 
cnoices. tne Program will sponsor information collection 
and assessment, under the Technical Assistance grant. 

First-Year Products 

First-year products, and tne means for measuring their achievement, are
 
spelled out in tne body of the document. Among the key products are:
 

Implementation Products:
 

--Install 1.2O new water connections for target population.
 

--Impement new policy relaxing the standard of acceptable
documenttion of land ownersnip for water connections. 

-- Finish 1.500 serviced sites and settlement upgrading units. 

--Establis formal policy on financing of off-site infrastructure for 
serviced site developments, apply policy to Norwood development. 

Pilot Projects: 

-- Approve design, site. and cost recovery plan for pilot project In 
comunity standplpe installation. 

http:PRUGR.AM
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-- Approve site and cost-recovery plan for pilot project to use a 
revolvl i1 loan fund to finance nousenold sewer connections. 

-- Implement a program of leak detection and repair in at least two 
cities 

-- Approve design and financing of pilot project to create private 
sector capacity to detect and repair water leaks beyond metering puint. 

Studies and Analyses
 

-- Begin preparation of land inventory system. 

--Conduct management audit of Ministry of Construction--Housing.
 

-- Convene conference and prepare work plan for creating a network of 
community-Dased organizations and non-governmental organizations that will 
provide support for informal sector land develipment.
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PART 1
 
ECONOMIC DEVELOPMENT AND POLICY CONTEXT
 

I. BACKGROUND
 

A. Jamaica's Economic Performance and Current Development Strategy
 

In recent years, Jamaica has engineered a remarkable turnaround in its
 
economy by confronting directly the economy's structural weaknesses and
 
tightly managing demand. Demand restraint, in turn, has established the
 
economic context for policy in the Shelter and Urban Services sector.
 

Economic Performance. At the end of the 1970s, Jamaica was in deep

recession. Rising oil prices, weak external demand for traditional exports

(dominated by bauxite), an over-valued exchange rate, excessive dependence
 
upon government spending, and domestic production problems (both social and
 
economic) all contributed to an average growth rate of -2.2% over the period
 
1973-80.
 

Juring the first half of the 1980s, the structural groundwork was laid
 
for economic recovery. International competitiveness was strengthened through

devaluation of the Jamaican dollar. Emphasis was placed on tourism and export
 
manufacturing as the principal sources for generating growth in foreign

exchange. At the same time, public social programs, subsidies, and employment
 
were cut back, providing room for increased private savings and investment.
 
This process was abetted by the privatization of several public enterprises,
 
and the shifting of other production responsibilities from the public to the
 
private sector. A major tax reform was introduced, which lowered marginal tax
 
rates for both individuals and corporations, and abolished many of the
 
previous exemptions from tax liability.
 

The period of economic deterioration, followed by difficult structural
 
re-adjustment, took its toll on the Jamaican standard of living. By 1985,
 
real GDP stood at only 85% and per capita real GOP at 68% of their 1975 levels.
 

The extent of structural re-adjustment that has been achieved can be
 
gauged from some illustrative figures on sectoral performance. Receipts from
 
tourism, one of the principal growth centers, rose at an average rate of 13.3%
 
per year from 1980 to 1986, reaching the level of US$512 million, and
 
overtaking tne mining sector as the principal generator of foreign exchange.
Manufacturing increased its snare of GDP from 16.2% in 1980 to 22.2% in 1986. 
Employment in the manufacturing sector grew by an average 
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of 7.0% per year over the period. Exports in the textile and apparel 
sub-sector alone rose from US$7 million to US$87 million. Incontrast,
 
government employment fell by 4.7% annually. Mining's snare of GDP declined
 
by more than half.
 

The aggregate payoff to economic re-structuring began to become evident 
in 1986. In both 1986 and 1987 Jamaica enjoyed strong positive growth;
another year of real growth (now estimated at 4%) is projected for 1988. The 
unemployment rate fell by almost four percentage points over the two years 
1986-87, altnough it na; remained in excess of 21%. Progress has been made in 
narrowing the deficit in the balance of payments current account. Although 
these improvements are largely attributable to Jamaica's own economic 
restructuring, recovery has been aided by external events: principally, a 
drop in the price of oil, easing the balance of payments constraint and 
allowing less restrictive demand management, and recovery in 1986-88 in world 
demand for bauxite. 

Some of the principal development trends since 1980 are summarized in
 
Table 1.
 

Table 1 
Economic Indicators 1980-1987 

Item 1980 1981 1982 1983 1984 1985 1986p 1987e 

GDP growth (%) -5.8 2.5 1.0 2.0 -0.4 -4.6 2.3 4.5 

Inflation (CPI %) 28.7 12.7 6.5 11.6 27.8 25.7 15.1 6.7 

Unemployment (%) 27.3 25.9 27.6 26.4 25.5 25.0 23.7 21.2 

Investment (% GOP) 14.5 18.1 20.0 20.5 21.1 22.2 18.1 18.0 

Lending rate (%) 13.0 13.0 13.0 13.0 15.9 21.9 23.0 23.0 

US$ exchange rate 1.78 1.78 1.78 1.93 3.94 5.56 5.48 5.49 

Current account -166 -337 -380 -355 -291 -296 -118 -175 
(US$ m) 

p: Preliminary 
e: Estimate 

Source: IMF, International Financial Statistics (1988)
 
Statistical Institute of Jamaica
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Current Development Strategy and Constraints. The Government of Jamaica
 
is committed to continuing a development strategy that builds around the core
 
areas of tourism and export manufacturing.
 

In tne tourism sector, some 7,700 rooms are projected to be added between
 
1987 and 1990 (an expansion of almost 30% in the number of rooms
 
island-wide). Most of tnis growth will occur in the tourist centers of Ocno
 
Rios, Negril, and Montego Bay. Estimates for 1986 indicate that over 13,000
 
full-time jobs exist in the accommodations subsector and anotner 13,000
 
full-time equivalent jobs in other tourism-related activities. This implies
 
that about 0.7 jobs will be created per new room built in hotels, villas, and
 
other accommodations.
 

In manufacturing, the GOJ's strategy of encouraging export growth
 
contrasts radically with the sector's previous focus on import substitution
 
with its heavy reliance on imported inputs and protection from outside
 
competition. The rapid growth of export textile operations is projected to
 
continue in the short-term. Another sub-sector of growing importance is data
 
entry and transmission. The island is an attractive location thanks to a
 
plentiful supply of relatively inexpensive, English-speaking operators who
 
nave built a strong reputation for accuracy. The construction of a US$5
 
million teleport in Montego Bay is expected to create 4,000 jobs by 1989. The
 
facility will serve US .irlines, notel chains, and credit card companies.
 

Jamaica's sectoral growth prospects carry strong implications for the
 
future geographic pattern of demand for shelter and basic public services.
 
Both job and population growth will be strongly focused on the three tourism
 
centers, with secondary growth nodes around Kingston and the new Free Zone
 
planned at Hayes in Clarendon. All in all, it is estimated that 93% of net
 
population growth between 1985 and 2000 will occur in urban areas.
 

Probably the greatest constraint on Jamaica's economic development plans
 
is tne availability of capital, both domestic and foreign. Jamaica
 
nistorically has been unable to generate sufficient national savings to
 
finance its domestic investment. This has periodically led to large binges of
 
Dorrowing, money creation, and inflation whenever public and private capital
 
spending has picked up. In recent years, in order to restrain capital
 
borrowing, goverrvnent macroeconomic policy has maintained very high real
 
interest rates. As intended, tnis policy has dampened many forms of capital
 
investment, especially spending for social functions including public and
 
private investment in housing.
 

Between 1981 and 1985 foreign savings was able to substitute partially
 
for domestic savings, particularly in financing productive investment. During
 
this period foreign savings averaged 11.1% of GDP. However, capital inflows
 
dried up substantially in 1986-87 (averaging only 0.8% of GDP) due to cutbacks
 
in lending authority
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from 	major donors. Coupled with extremely large foreign debt payment
 
obligations in coming years (see Section II.C below), foreign exchange

availability for investment promises to be a critical limitation to Jamaica's 
development plans. It is currently projected that 1988 will witness a net
 
outflow of foreign exchange.
 

Social Well-Being Program. The GOJ's current development strategy

incorporates one critical change of direction from the earlier years of the 
present .vernment. The Social Well-Being Program, introduced in April 1988,
 
acknowledges tnat government cost-cutting and nigh interest rates, though

crucial to restoration of economic stabilization, also "contained to
 
inadequate levels" expenditures on social services, particularly those
 
targeted to lower middle-income groups and the poor.
 

Tne GOJ now nas assigned development priority to rebuilding and
 
restructuring the capabilities of the social sector, which it defines to
 
include health, education, housing, water and sewerage, and certain other
 
social programs. Financing for tnis effort is projected to come from the real 
economic growth that economic adjustment has made possible, as well as from
 
the international community. Government will take the lead in stimulating new 
social programs tnrougn policy and budget changes, but especially in the
 
shelter and urban services sector greater responsibility for financing and
 
carrying out the programs will be shifted to the private sector.
 

in introducing the Social Well-Being Program, the Government emphasized

that the Program is meant not only to soften the impact of economic adjustment
 
on those who must shoulder its costs, but to help ensure social stability,

wnicn ultimately is of even greater consequence than economic stabilization.
 

B. 	The Role of the Shelter and Urban Services Sector in Jamaica's
 
Development Strategy
 

Investments and policy changes in the shelter and urban services sector
 
are designed to support Jamaica's overall development strategy in two
 
fundamental ways.
 

First, the sector is critical to the goals of the Social Well-Being
 
Program. In financial terms, housing, water, and sewerage account for more
 
than 60% of the total projected budget for the entire Social Well-Being

Program. A total investment for the sector of J$2.854 billion is contemplated
 
over the next five years.
 

Qualitatively, shelter and water services are two of the social goods 
most highly valued by the population. As the Social Well-Being Program
document points out, Jamaica is experiencing a chronic housing shortage. To 
meet the existing housing deficit and provide for future population growth, an 
average of some 15,500 new
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units and 9,700 upgrades would have to be provided annually for the next 20
 
years. Instead, average production since 1970 by the formal sector (public
 
and private) has been 3,500 units per year, and in the last few years markedly
 
less. Combined public and formal private sector production averaged only
 
1,900 units per year in 1985 and 1986. Moreover, the bulk of housing
 
Subsidized by the government has gone to families with above-median incomes.
 
A re-structuring of Shelter-sector operations to produce far more housing,
 
targetted more effectively to those of modest means, is one of the
 
underpinnings of the Social Well-Being Program.
 

Reliable water service is equally basic to the goal of providing adequate
 
services to the urban population. An island-wide 1986 Carl Stone Survey found
 
that 85% of those interviewed in urban areas reported inadequacies in water
 
access, ranging from complete lack of piped water to periodic water
 
shortages. Households in the fastest-growing squatter areas suffer the most
 
severe deficiencies. InNegril, for example, 2,000 persons receive water from
 
a single standpipe, some of them having to carry containers as far as three
 
miles to their homes.
 

Second, water, sewer, and shelter services have become critical
 
constraints on the GOJ's tourism development strategy. Ocho Rios now faces
 
more than a 50% deficit in vater available for distribution relative to 
demand. Alt'Iough recent investment in primary water supply for Montego Bay 
has achieved a potential balance with demand, major distribution networks nave
 
yet to Ue built to bring the water to the locations where the most rapid
 
population growth is occurring. Negril, in addition to inadequate water
 
supply, faces a severe sewage disposal problem which has emerged following
 
rapid, unplanned additions to room capacity. The new rooms being planned for
 
construction in these areas will further exacerbate infrastructure service
 
conditions at a time when Jamaica needs to maintain the flow of foreign
 
exchange and jobs that tourism so far has been able to provide.
 

The rapid growth of the three major tourism centers since 1982 has
 
brought with it an influx of tourism-related jobs and in-migration of persons
 
to fill these jobs. Housing solutions have lagged far behind the needs posed
 
by population growth. As a result, informal settlements have sprawled over the
 
environs. Sometimes these settlemients conflict with planned tourism
 
investments on prime locations; at other times, the informal settlements are
 
located at such a far distance from work sites, without access to water,
 
sewerage and other basic services, that they threaten to become centers of
 
social resentment for workers in the tourist industry, and therefore pose
 
conflict of another type.
 

In its investment budget, the GOJ has recognized that the growth of
 
tourism now depends critically on expansion of the infrastructure and housing
 
base in tourism centers.
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C. Consistency of this Program with AIO/J Development Strategy 

The recently prepared Jamaica COSS (March 1988) reiterates tne premise of 
the GOJ that, witn the initial phase of the structural adjustment process now 
in place, priority attention should be given to the social sector. The COSS 
establishes as one of the four fundamental goals of AID/J policy a "wider

sharing of the benefits of growth" through greater participation in social
 
programs. Under this goal, one of the explicit objectives is to improve

shelter conditions for a broad section of the population, by removing

constraints on water and sewerage infrastructure, by shifting housing policies 
to target benefits more effectively on households of below-median income, and
 
by reforming land markets. 
 The CDSS states that housing and urban development
is one of three sectors which will receive top priority in AID/J's development 
strategy (the other two are agriculture and education). 

The FY 1989/90 Action Plan gives further specificity to this objective by
describing a new Housing Guaranty project, Shelter and Urban Services Policy,

whicn will be designed to help produce a self-sustaining delivery system for
 
shelter, water, and sewerage that meets the needs of the urban poor. This

Sector Approval Document is intended to begin implementation of the objectives 
set forth in the CDSS and Action Plan.
 

The Program proposed also is consistent with other elements in AIO/J's

development strategy. A major goal of the Program is to shift the GOJ role in

housing from that of "producer" or "provider" of housing to "facilitator" of 
private sector efforts to meet housing needs. This is consistent with the
 
emphasis AID/J and the Agency generally have placed on strengthening the
 
development role of the private sector, and with AID/J's analysis that the 
major constraint on a greater private-sector role in the shelter sector is 
government's pre-emption of so many construction, land development, and
 
financing functions.
 

To reach a broader segment of the population, housing policy will have to 
encourage housing solutions that have lower real 
costs and provide government

subsidies that are both more effectively targeted to the poor and of smaller
 
magnitude per housenold, so that a greater share of the population may

participate in them. These objectives are consistent with AID/J's emphasis on
 
finding least-cost solutions that may realistically be replicated in the
 
future, without donor intervention.
 

The Program also contemplates a five-year commitment to institutional
 
strengthening in key agencies, such as the Ministry of Construction-Housing
and the National Water Commission. This is consistent with the priority
assigned in tne COSS and Action Plan to the development of human capital. The 
Program will both upgrade the human capital base of the general population, by
providing shelter, access to water, and opportunities for economic
 
participation to many more families, and through its technical assistance
 
component
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improve the human capital of the institutions charged with implementing the
 
new sectoral policies.
 

The Program will directly support AID/J and GOJ efforts to accelerate
 
tourism development. It will assign priority to the infrastructure and
 
shelter investments necessary to house the rapidly growing labor force moving
 
into Jamaica's tourism centers. AID/J studies have identified the inadequacy
 
of supporting infrastructure as one of the most serious constraints on future
 
tourism development.
 

Finally, the sectoral program's investments in water systems improvements
 
and sanitation will provide more accessible and reliable potable water and
 
waste disposal. Tnis will have a positive impact on reducing waterborne
 
diseases such as gastrointestinal diseases and diarrhea, particularly among
 
children. As such, this Program will promote an AID/J priority in the health
 
sector, as stated in the CDSS, of promoting childhood survival, especially
 
among disadvantaged groups. Increased quantities of potable water will also
 
cut down on diseases resulting from lack of bathing, hand washing, uncleaned
 
cooking utensils and inadequate household cleaning.
 

The sanitation systems financed under the Program will provide for more
 
healthful disposal of household excreta and stem pollution of urban water-ways
 
vital to tourism development and overall community well-being.
 

D. Target Population: Benefits and Costs
 

As is true of all Housing Guaranty programs, this Program will target its
 
benefits to the below median income population. In fact, all elements of the
 
Program are designed to increase the access of these households to adequate
 
shelter and urban services. Some of the sub-programs will deliver products
 
that will be used exclusively by the low-income population (e.g;, serviced
 
lots for informal construction). Other sub-programs (e.g., water
 
conservation) will benefit the population generally, but have special
 
importance for the poor through, in this case, lower water tariffs and swifter
 
expansion of water provision to presently unserved areas.
 

The regulations governing HG programs require that the Program stimulate
 
outputs specifically attributable to below median income households whose
 
value at least equals the loan amount. To meet this standard, program outputs
 
will be allocated among users, based on income levels, and only the portion
 
allocable to below median income households will be counted toward
 
satisfaction of this Program requirement.
 

This accountability standard helps ensure that the Program will meet its 
general goal of broadening access among the poor. Because of its sectoral 
structure, however, the Program also will have the 
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flexibility of supporting policies that rationalize service delivery for all 
segments of the population. This feature is critical to program design, since 
too frequently programs ostensibly designed exclusively for the poor nave 
ended up being captured by middle and upper income groups, If middle income 
groups are frustrated in their desire to obtain adequate housing, this fact 
will In itself become the major barrier to provision of decent housing for the 
poor. In country after country, the greater purchasing power of middle income 
housenolds nas enabled them to usurp shelter solutions intended for the poor

when no alternatives were available to them. Fortunately, it should be
 
possible to meet tne sectoral needs of middle income groups without subsidy

solely by reducing the barriers that now prevent the private market and
 
parastatal enterprises from responding to their needs on a cost recovery basis.
 

In summary, the Program is designed to increase greatly the sectoral
 
services actually available to below-median-income households. To accomplisn

this objective, it will support both sub-programs whose outputs directly

benefit the poor, and sector-wide reforms that rationalize service delivery
 
for all.
 

One of the Program goals is to increase the range of cost recovery among
 
beneficiaries for both shelter solutions and water provision. In this sense,
 
the target group will bear a significant part of the Program's costs.
 
However, the lengthy queues of households now awaiting participation in such
 
programs on a cost-recovery basis is persuasive evidence that recipients value
 
program benefits more highly than costs.
 

II. POLICY, INSTITUTIONAL AND ECONOMIC SETTING OF THE SECTOR PROGRAM
 

A. Existing GOJ Policies and Programs in the Sector 

In recognition of the inadequacy of its existing shelter policy, the GOJ
 
in 1987 substantially reoriented its strategy for intervention in the shelter
 
sector. The new strategy is fully consistent with USAID principles and
 
objectives for the sector, and reflects the policy dialog that RHUDO has
 
conducted with sectoral institutions over the past several years. A pritrary
 
Burpose of this sector lending program is to support implementation of the 
GoJ's new National Shelter Strategy. 

Although GOJ policy in water, sewerage, and other urban services has not
 
been formalized to the same degree, it, too, has begun to be reoriented to
 
reach a larger number of beneficiaries. In this portion of the sector, AIO/J
 
will work with sector institutions to both adopt and implement new policies,
 
including support for pilot projects intended to demonstrate the feasibility
 
of new program approaches.
 

Main Themes of the National Shelter Strategy. In the past, the GOJ,
 
primarily through its Ministry of Construction-Housing [MOC(H)], has assumed
 
primary responsibility for the direct
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construction of housing for the poor. In preparing its new strategy, however,
 
it reviewed its output over the 1970-85 period and found that its programs:
 
(1)contributed only a small fraction of the total housing production that had
 
been needed, (2) invobved nigh costs (an average of J$50,000 per unit in
 
current prices), and (3)were not well targeted to the poor (approximately 60%
 
of government outlay was absorbed in 22 housing schemes which catered to
 
upper-middle and middle-income groups.)
 

Facing the future in light of recent cost increases, the GOJ recognized

that it could not sustain, much less expand, its output through direct
 
construction affordable to the poor, except by means of massive and growing
 
public subsidies. Its analysis indicated that the subsidy required to support

1986-2006 production requirements on this basis would be J$285 million per
 
year in 1986 dollars. A subsidy of this magnitude clearly is infeasible,
 
given the continuing need for restraint in public spending and other urgent
 
claims on the GOJ social budget, most prominently for education and health.
 

The National Shelter Strategy endorses an alternative role for
 
government, in which its direct interventions focus on the provision of small
 
sites to the poor, with the provision of secure tenure and infrastructure at
 
modest standards. The construction of shelter would be left to the people
 
themselves, with the understanding that housing quality would be low initially
 
but would improve over time as household incomes increase. Research has
 
demonstrated that the informal sector has the capability to provide and
 
incremenatally improve shelter in this manner. Therefore, this policy
 
addresses the major deficiencies in informal sector settlements at present:

inefficient land use and lack of basic services, insecure tenure, and lack of
 
significant cost recovery for public support investment. Analysis indicated
 
that tnis approach could meet 1986-2006 production targets with far more
 
modest public subsidies.
 

The National Shelter Strategy also recognizes the need to continue and
 
expand the MOC(H) low cost program to upgrade existing informal settlements.
 
More importantly, however, it recognizes that because of inherent constraints,
 
government's role in shelter production (even on the more limited basis
 
outlined above) should decline over the long term. Accordingly, it stresses
 
the removal of current barriers that impede expansion of private sector
 
housing production for low and moderate income groups, and emphasizes new
 
programs of public-private partnership in the shelter sector. Based on this
 
analysis, the new strategy establishes two fundamental themes:
 

o 	 Public sector resources will be more clearly targeted to serve the
 
needs of the urban poor.
 

o 	 The focus of government's role in the sector will change from that
 
of a direct provider to that of facilitator, encouraging the healthy
 
expansion of private sector activity (both formal and informal) in
 
shel ter development. 
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The strategy's primary goal is to address the housing problems of the 
poor. It is recognized, however, that the entire sector delivery system needs
 
overhauling. In particular, the public and private housing finance system 
must guarantee access for middle income households, without capital subsidies
 
that drive up interest costs throughout the financial system and make it more
 
difficult to provide access to capital for the poor.
 

Water and Sewerage Policies. New policies in this sub-sector are only

beginning to be defined and articulated in a manner comparable to that of the
 
National Shelter Strategy.
 

One step taken by the GOJ has been to separate the development of major 
new water supply projects from water distribution, maintenance, and minor 
development schemes. This step was necessitated by the rapid increase in 
sectoral capital investment (capital expenditures on water supply installation 
rose from J$33.4 million in 1982-83 to J$87 million in 1988-89) and tne 
inability of the existing institutions to execute major projects swiftly.
Responsibility for new water supply projects has now been assigned to 
Caribbean Engineering Corporation Limited, a public company, and 
responsibility for water distribution to the National Water Commission,
recently re-located under the Ministry of Local Government. 

Government investment priorities cal) for continued heavy investment in 
primary water systems, especially to close water supply gaps in Ocho Rios and 
Kingston and to provide for future growth in Montego Bay and Negri]; as well 
as greatly increased investment in rehabilitation, replacement, and 
maintenance of the existing water distribution system and sewage collection 
and treatment system. Substantial investment in new treatment plants and new 
sewage collection lines also is scheduled for Kingston and Negril. 

The National Water Commission is moving more tentatively toward policies
that will increase service availability to the poor. It has relaxed its 
traditional requirement that residents possess a clear title to their property
before a water connection is made. Evidence of payment of tax bills, a 
lawyer's statement of ownership, or formal community recognition of ownership
 
can now serve in lieu of a clear title. This reform has the potential for
 
facilitating water connections In many Informal areas, although the
 
requirement of land ownership, established by the NWC charter, is still 
a
 
limiting factor in expanding water hook-ups.
 

The NWC has other programs planned for extending water service to the
 
poor. These include a proposal to install catchment tanks in rural
 
settlements, and a proposal, now under review, to experiment
 

31 
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with cost-recoverable standpipes in squatter areas where the costs of nook-ups
 
or lack of clear ownership militate against individual connections. This
 
would reverse a 1986 GOJ decision to terminate standpipe installation and 
maintenance, because of the financial losses standpipes historically nave
 
produced.
 

Roads. Government social policy also stresses two other basic services 
that are not presently part of this sectoral Program design, but may 
conceivably be incorporated in later years if they warrant attention. One is 
road restoration. Economic adjustment led to a sharp cutback in spending on 
road repairs and maintenance, which in turn allowed a serious deterioration of 
road surfaces in urban areas, as well as inadequate road access to many of the 
fastest-growing low-income settlements at the periphery of urban centers. The 
GOJ has announced that revitalization of the country's road network is now a 
major priority. 

Drainage. Siltation of drainage canals poses an increasing threat of 
flooding to amaica's population centers. In recent years, extensive damage 
has been inflicted by the inadequacy of drainage channels in the face of heavy 
and prolonged rainfall. Damage has been especially severe for squatter areas 
that are most exposed to flooding. The GOJ has put together a priority 
program for urban drainage that would address first the most severe current 
problems. 

B. investment Resources
 

Realization of the planned programs in Shelter, Water and Sewerage, and
 
Urban Services will require a major resource reallocation. For Water and
 
Sewerage, most of the capital financing will be a public sector
 
responsibility. Public capital funding for water projects already has risen
 
165% between 1982/83 and 1987/88 and is scheduled to double again by 1990/91.
 

In housing, the government's strategy, as noted, calls for reducing the
 
direct public role in housing provision. Accordingly, public sector 
investment is projected to decline significantly from its 1987/88 level. The 
majority of housing development funds will come from outside the public 
budgetary system and be channelled through public and private institutions. 
The challenge to resource allocation for the public sector will be the 
adoption of policies that permit and encourage the private sector to assume 
the financing role that the GOJ projects for it. 

it should be noted that the Social Well-Being Program, quite
 
misleadingly, indicates that financing has been arranged for all projected
 
programs in Shelter and Water and Sewerage over the next five years, with the
 
result that there is no financing gap to be filled. For one thing, there is
 
considerable uncertainty over the aggregate availability of capital investment
 
resources. In recent
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years, including 1986/87 and 1987/88 government capital budgets have had to be
 
cut back significantly from planned levels. In 1986/87, for example, J$490
 
million of the planned J$818 million in divestment proceeds that were to be
 
used to help fund the capital budget failed to materialize, leading directly

to reductions in capital spending. In the Water and Sewerage sub-sector, the 
Social Well-Being Program counts as "financed" several projects on which 
financing negotiations with external donors have only begun. Moreover, the
 
budget does not provide for financing of the various programs needed to
 
augment water and sewerage coverage for the poor or to Institute a water
 
conservation program, tne foci of this Sectoral Policy Program.
 

Witn respect to housing, the financing summary shows J$129 million per
 
annum as "available" for the next five years through the Caribbean Housing

Finance Corporation, virtually all of it under HG loans from USAID. However,
 
this amount vastly exceeds the amount already committed under existing HG
 
programs. Even if the new sector loan, proposed here, isapproved, there will
 
remain a significant financing gap that must be filled over the five-year
 
period.
 

C. Macroeconomic Issues
 

By some measures, Jamaica's per capita external debt now isthe largest
 
in the developing world. The Jamaica CDSS identifies external debt and the
 
resulting high debt service requirements as the "dominant problem" confronting

development planning at this juncture. Since the proposed HG sectoral program

involves a loan, and additional foreign exchange repayment burdens, the most
 
pressing macroeconomic issue to consider is whether Jamaica is well-advised to
 
assume further indebtedness.
 

The GOJ has adopted a three-fold strategy for handling its debt: (1)
 
development, with the World Bank, of a management strategy for the current
 
debt stock; (2)re-scheduling of bilateral and commercial debt to lengthen the
 
maturity structure of the debt stock; and (3)promotion of debt-equity swaps
with an annual target of US$40 million in conversions for 1988-90. On this 
basis, it is projected that the debt/GDP ratio will fall to 70% and the debt 
service ratio will fall to 20% by 1996. 

In the short term, Jamaica's options are limited by the particular

characteristics of the debt it has incurred. Of its total debt, 41% is owed 
to multilateral institutions which do not permit rescheduling. Thus, 
successful efforts to renegotiate commercial and bilateral (Paris Club) debt 
are necessary to keep debt service obligations within achievable bounds. 

In 1987, the Government rescheduled Paris Club debt due through March
 
1988 and long-term commercial debt due through March 1990. Despite active
 
rescheduling, actual debt service in 1986 and 1987
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exceeded US$600 million. Debt service for the coming three years will remain 
very nign due to the snort-term nature of IMF borrowings; further 
reschedullngs of Paris Club debt (dependent on an agreement with the IMF being
 
in force) certainly will be required through the medium tern. To date,
 
nowever, Jamaica has been able to manage the balance between staying current
 
on its debt obligations and providing adequate foreign exchange to finance
 
investment and expansion of the economy.
 

In the context of Jamaica's current debt position, the HG loan, although

adding to the country's indebtedness, is not as burdensome as it might seem on 
the surface. The projected interest rate (in the range of 9.25% to 10% for a 
fixed-rate loan) is not strictly concessional, but is lower than could be 
obtained on the open market. Further, the term (30 years with 10 years' grace 
on principal) is much longer than that obtained on average in the 1980s. In 
addition, it now appears tnat interest payments for up to the first three 
years of the loan may be capitalized, meaning that no repayment obligations 
will be incurred over the next three years, the most burdensome repayment
 
period for the GOJ.
 

It is estimated that a maximum of half of the local currency equivalent 
of the foreign exchange generated by the loan should be required for Program 
use. This estimate is based on macroeconomic data that indicate that imports 
account directly for about 30% of the value of construction output. If
 
indirect import costs, such as the oil and coal required to fuel the cement 
plan, are included, this proportion is estimated to rise to approximately 50% 
for the entire construction sector. However, the specific programs to be 
supported by the HG loan nave the advantage of having import quotients that
 
are below the sector average, given the relatively simple construction methods
 
that will be involved and the move away from house construction toward land
 
development in the shelter sector.
 

Inflationary Bottlenecks in the Construction Sector. A second potential
 
macroeconomic issue is the emergence of capacity constraints in the
 
construction sector, given the large increase in capital spending that is
 
proposed by the GOJ. These could lead to a resurgence of inflation. However,
 
low levels of investment and the contraction of the economy in the past imply 
substantial underutilized capacity in the sector. The construction sector is 
only now returning to previous levels of utilization and has not exhibited 
'overheating' as evidenced by rapid price rises. 
Real wages in the
 
construction sector have fallen by 29% since 1980 and materials prices have 
moved broadly in line with the general price level. In fact, materials prices 
track more closely the exchange rate and the CPI than the level of 
construction activity. Recent 
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expansions of production capacity in key areas of the construction sector
 
(e.g., cement) further diminish concerns that an increase in capital spending
 
will trigger inflation, at least for the next 2-3 years.
 

Given Jamaica's very nign unemployment rates, unskilled labor is no 
constraint on sectoral production capacity. On the contrary, construction 
Investment directly supports the priority goal of creating jobs for the 
economy. However, there is some evidence that difficulties already are being 
encountered in obtaining skilled construction workers and professional 
services at current levels of construction activity. Tnese shortages may slow 
the implementation of projects requiring more sophisticated design or 
construction methods, but should not hamper informal sector building. 
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PART 2 
SECTOR POLICY PROGRAM
 

Tnis Section describes the sectoral program that is proposed for 
financing. Itbegins by considering the principal constraints to development 
of an effective delivery system within the Shelter and Urban Services sector. 
Tne relative priority of these constraints in tne Program is reflected in the 
order inwhich they are discussed. This Section then goes on to identify the 
new policy and programmatic directions that will be supported by the program, 
evaluates the capacity of key institutions in the sector to implement the 
program, and assesses the involvement of otner donors inlight of the sectoral 
program being proposed. 

I. CRITICAL CONSTRAINTS TO SHELTER AND URBAN SERVICES DELIVERY 

The "constraints" to effective service delivery for the sector take many
 
different forms. Government commitments to inappropriate policies pose one
 
type of constraint. A shortage of financial resources and lack of
 
institutional capacity to manage programs are other types of constraints, as
 
are bottlenecks in the system which arise because of lack of information or
 
cumbersome administrative procedures. This section addresses policy
 
constraints, constraints in administrative and production systems, and
 
constraints that stem from a lack of analytical understanding of the markets
 
involved. Overall resource limitations on the GOJ were discussed in Part 1; 
limitations in the implementing capacity of sectoral institutions are 
discussed inSection III of this Part. 

Constraints must be evaluated against the sectoral program objective, 
which is to produce a self-sustaining delivery system for shelter, water, 
sewerage and other urban services that will meet the current and future needs 
of the urban poor. Tne constraints operating in the sector may be divided 
into two basic types: 
(1)those that prevent the expansion of effective public programs
 
(principally, the provision of serviced sites and settlement upgrading by
 
MOC(H) and the provision of water and sewerage on a reasonable financial basis
 
by the NWC); and (2)those that prevent appropriate expansion of the private
 
sector role in shelter provision and (to a lesser degree) water system
 
maintenance.
 

Tnis program recognizes that while ultimately more important, eliminating
 
constraints to an expanded private sector role will be a difficult challenge 
that will take time to accomplish. Important steps toward reform in this
 
direction will be taken in the first years of the program, but the pace of 
change toward this objective will intensify in later years. 

Constraints inhibiting the expansion of effective public programs will be
 
given higher priority at first because analysis 



- 28 

suggests they can yield a larger payoff in shelter supply in a short period of 
time. The reasons for this conclusion are offered below.
 

Lack of Sector-Wide Coordination and Information. Before discussing
 
specific constraints, nowever, we should make clear that the greatest obstacle
 
to an effective sectoral policy program in the shelter and urban services
 
sector inJamaica is the absence of a sectoral perspective. This is
 
exemplified by the lack of coordination between the many public agencies and
 
private Institutions involved in the process of producing shelter and urban
 
services. Until the establishment of the interagency "Focus Committee" that 
developed the National Shelter Strategy, even key public sector agencies did
 
not hold regular meetings to jointly deliberate policy alternatives or 
coordinate program actions for the sector as a whole. Unfortunately, since
 
.tne Strategy has been published, the Focus Committee has ceased regular
 
meetings, and the opportunity it created for sector coordination is in danger
 
of being lost.
 

There is a parallel lack of data on sectoral outputs. Individual agencies
 
and private sector institutions maintain records on their own program outputs, 
but nowhere in Jamaica is it possible to find out, for example, total mortgage 
financing for the sector or total sector production by type of shelter 
produced or income level of purchaser, even for public agencies. If a citizen 
or prospective investor wants to better understand the development plans for 
an individual city, there is no one place ne can go to obtain integrated and 
up to date information on the plans of key government agencies in that city.
The information constraint preventing the development (or monitoring) of 
sector-wide programs must be overcome as surely as specific policy constraints 
if efficient sectoral development is to take place. 

A. 	Barriers to the Operation of Satisfactory Water and Sanitation
 
Systems on a Basis Affordable to the Poor
 

1. Public Water Coverage Access to a regular, safe water source
 
is one of the characteristics of shelter most valued by occupants. In a
 
special survey of North Coast squatter settlements, undertaken as part of this
 
Program preparation, respondents ranked water service with secure land tenure
 
as their two most urgent priorities.
 

Compared to many other nations in the region, Jamaica does not face an
 
especially severe constraint with respect to water distribution. According to
 
the 1982 Census, 87% of households in the Kingston Metropolitan Area have
 
access to both piped water and toilet facilities, although in many cases water
 
is only piped into a communal yard, and 45% of toilets in informal settlements
 
are shared by 16 persons or more. Outside of Kingston, water coverage is
 
lower. Just under a quarter of all dwellings in other urban locations lack
 
piped water on site.
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There is reason to believe, moreover, that these 1982 figures understate
 
tne severity of today's water problems. The rapid growth of the tourism
 
centers has occurred since that date, producing large numbers of squatter
 
settlements. Because tney are not legal owners of their land, squatters
 
cannot receive individual connections from the National Water Commission.
 
Furthermore, the NWC in 1986 took a policy decision to cease all installation
 
and maintenance of stand- pipes. This decision has exacerbated the water
 
supply problems of households that do not nave individual connections.
 

The difficul ties of water access in squatter settlements i, illustrated
 
by some of the survey findings. In Negril, water must be carried as far as
 
three miles from the standpipe to home, and as many as 2,000 persons are
 
served by a single standpipe. The numbers are so high that there is a
 
constant queue of some 50 persons waiting their turn to fill a container. In
 
Highlignt View, near Papine in the Kingston Metropolitan Area, the entire
 
cormiunity must obtain water by traversing a precipitous and precarious path
 
down the nillside on a trip lasting anywnere from 20 to 45 minutes. On
 
average, three trips per household per day are made.
 

Eveii where households In informal settlements enjoy access to piped
 
water, it most frequently is from pi ted sources that create difficulties of
 
their own. Illegal taps into public distribution lines divert an unknown,
 
but presumably large, amount of water for which no payment is received.
 

2. Pricing Policy for Water Infrastructure and Water Services.
 
The current tariff structure for water services, and the cost-recovery
 
mechanisms for water infrastructure investment, represent another important
 
constraint on the system. At present, the costs of off-site infrastructure
 
investment (e.g., extension of water trunk lines and installation of major
 
pumping facilities) are bornE by developers of new settlements and passed on
 
to nomebuyers along with tne cost of the local distribution system. For the
 
buyers of homes in up-scale private developments, this practice does not
 
present severe problems, since off-site infrastructure costs tend to be a
 
modest part of the total house cost. Moreover, many of these developments are
 
built on land already serviced by infrastructure networks.
 

For low-income households, locating on improved sites and expected to
 
erect homes out of their own resources, off-site infrastructure costs can be a
 
major impediment. In the major current sites and services development, it is
 
estimated that off-site infrastructure costs for water alone will approximate
 
J$2,500 per lot, or some 20% of base cost. Moreover, the MOC(H) forecasts
 
that a large and increasing share of sites and services projects will have to
 
be built in locations that do not have access to major infrastructure
 
systems.
 

Tariff Policy for Standpipe Consumption. The GOJ currently has
 

4q
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no tariff policy for newly installed standpipes. In the past standpipes were
 
installed and water delivered tnrougn tnem, free of charge. Government
 
estimates of the revenue loss from this practice led to a policy decision in
 
1986 to halt the installation of new standpipes and to stop maintenance of
 
existing ones. As a result, residents of the fastest-growing informal 
settlements nave encountered great difficulties in obtaining safe water
 
supplies.
 

The GOJ now has under consideration a policy of installing new standpipes
 
at community request wnen cost-recovery can be assured. The tariff policy
 
established for standpipe consumption obviously is critical to the economics
 
of tnis activity. 

The NWC tentatively has proposed applying the standard tariff structure
 
to standpipes. This structure is:
 

First 3,000 gallons - J$20.00 
Next 3,000 gallons - J$11.75/1000 
Next 3,000 gallons - J$12.69/1000 
Next 3,000 gallons - J$16.20/1000 
Next 8,000 gallons - J$20.17/1000 
Next 20,000 gallons - J$25.00/1000 

Tne increasing-rate structure is intended both to introduce progressivity
 
in charges (so that wealthier households pay more for water) and to encourage
 
water conservation (by making discretionary consumption more expensive). 
However, for the typical standpipe usage, application of this tariff structure
 
nas the perverse effect of thrusting very low-income households into the
 
nighest rate category, usually paid only by commercial operations. Standpipe
 
usage would be charged on the basis of total monthly consumption, not use per
household. For example, in Highlight View, where standpipe installation now 
is under discussion, it is estimated that consumption per standpipe will
 
approximate 65,000 gallons per month. If priced according to the standard
 
tariff structure, each participating household would have to pay J$400 per 
annum for standpipe access. If households instead were charged at the lowest
 
tariff block (where the volume of consumption per individual household 
.normally would place them) the cost per annum per household would fall to
 
J$122, making water far more affordable. 

3. Leak Detection and Repair. Potable water has become a scarce
 
commodity in Jamaica. The average cost-to the NWC of delivering water to 
consumers exceeds J$14 per 1,000 gallons. The cost of exploiting new sources 
of supply and transporting the water to urban settlement--the marginal cost of 
urban water supply--is still higher. As noted previously, capital outlays for 
new source development are growing at an extremely rapid rate. In spite of
 
this, shortfalls in water availability leave many communities with seasonal
 
and intermittent shortages. 

At the same time, Jamaica is estimated to lose 30% or more of
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the potable water it produces through leakage, either from the main
 
distribution system or from household pipes. If water losses could be
 
reduced, the country could meet a significant part of its current snortfall of
 
supply and reduce the capital outlays needed to meet future demand.
 

Altnougn no studies nave been conducted to demonstrate the point, there
 
is a presumption that water can be "produced" more economically by detecting
 
and repairing leaks than by investing in new source projects.
 

4. Sewerage Coverage, Sewer services are not as urgently demanded
 
by the low-income population as water service, but the lack of sewerage
 
coverage has seriously adverse public health implications. One important
 
obstacle to sewer connections is the initial cost to households of hooking up
 
their nousing units to sewer mains, even where these exist. An extreme
 
version of this situation presents itself in several communities in the 
Kingston Metropolitan Area, where the NWC has installed sewer lines but is 
unable to operate them because community residents cannot afford the costs of 
household connections. At present, it is NWC policy to require the full 
amount of this cost (estimated to average $J2,500) to be paid up front. If 
capital could be found to pay for the initial nook-ups, while allowing 
households to pay back the costs over a three or four year period, use could 
be made of the existing installed system. 

5. Investment Programing. The lack of clear investment 
programming has become an important constraint to the reorientation of sector 
programs. At present, NWC does not prepare a realistic three or five year 
overall investment plan. It does not coordinate with other agencies to 
prepare a time-phased list of projects that will be carried out in a 
particular urban area, so that land and shelter investment plans may be 
coordinated with the installation of water distribution lines. Where other 
agencies, like the Urban Development Corporation or MOC(H) become involved in
 
water and sewerage investment, there is no sectoral aggregation of investment
 
plans, and little attempt to link investments by one agency in distribution or
 
collection lines with investments by another agency in primary water supply or
 
treatment plants. Successful sectoral development will require much more
 
explicit investment information, first at the agency level, then at the
 
sectoral level.
 

B. 	Public Sector Policies That Have Caused Insufficient Production of
 
Land and Services Affordable to the Poor
 

I. High Unit Costs and an Unaffordable Mix of Outputs. 
Historically, the GOJ has used its housing resources to produce finished units
 
at relatively high prices, necessitating deep government subsidies to make the 
units affordable by beneficiaries. This policy, more than any other single
 
factor, has made it
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impossible to provide shelter assistance to a large portion of the Jamaican
 
population.
 

The review conducted by the GOJ as part of the preparation of the National
 
Snelter Sector Strategy found that tne average cost per government-supported

housing solution, measured incurrent Jamaican dollars, for units produced

between 1970 and 1985 was J$50,000, and tnat the average cost of units produced

in urban areas was substantially higher than this. By contrast, 20% of the
 
population has an annual income below J$3,85U. For these households it is 
estimated that the maximum affordable solution, even at subsidized interest
 
rates, would cost about J$8,000. Another 20% of the population has incomes 
below J$14,400, making core units costing J$36,000 barely affordable at
 
subsidized interest rates. 

By producing higher-cost finished units, and providing deep subsidies to
 
the households that occupy them, the GOJ has brought about two undesirable
 
results: First, it has been able to produce very little housing. In1985 and
 
1986 the government production system hit bottom, by producing only 1,350 uni''s 
per year. This isless than one tenth of the estimated annual need for new
 
production.
 

Second, much of the subsidized housing produced has, in fact, been 
occupied by middle- and upper-middle-income nousenolds. The Shelter Sector 
Strategy report estimates that at least 60% of total government funding in the 
last 15 years went to build housing for these income groups, further 
restricting tne availability of shelter for those of moderate incomes. 

2. Land for Sites and Services Projects. The MOC(H) believes tnat 
it is fast running out of land within present infrastructure service areas that 
can be developed for low-income shelter projects. The largest-scale sites and 
services project now planned for development, Norwood in the Montego Bay area, 
lies at two miles remove from the nearest water trunk line, and will require

main installation plus uphill pumping facilities to gain access to piped
 
water.
 

It is not possible to know for certain whether the lack of serviced 'land 
available for sites and services development isan absolute constraint, or an
 
information constraint. The GOJ has no land inventory records of either
 
government-owned lands or lands that could be acquired by government and used
 
for housing purposes. If there is a shortage of land for serviced site
 
development, it is not known whether it is a constraint only on large sites
 
(sufficient for several thousand units) that represent Government's currently

preferred development strategy or on smaller sites, as well. Nor have there 
been studies of the comparative costs of developing smaller sites within 
infrastructure service areas vs. the costs of developing larger sites outside
 
service areas. What is known is that a very limited supply of land has been 
identified as availaDTe for low-income development, and land supply threatens
 
to become a severe constraint on future development plans.
 

7 
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3. 	Arrears inCollections. Resources for shelter development have
 
been hampered not only by Government budget restrictions but by the poor
 
collection experience on loans made directly by MOC(H). Before the servicing of
 
these loans was transferred to the Caribbean Housing Finance Corporation [CHFC]
 
the collection rate was less than 30%i Through borrower counseling, a shift to
 
payroll deductions and an organized mortgage administration and collection
 
program, CHFC has increased the collection rate to 50%, but more progress in this
 
direction will clearly be required to attain reasonable cost recovery standards.
 

C. 	Inadequate Private Sector Participation in the Production and Financing
 
of Decent Shelter for the Target Population
 

The formally organized private sector plays almost no role inproviding
 
shelter for households in the lower half of Jamaica's income distribution. PIOJ
 
records indicate that formal private-sector production peaked at 3,200 units per
 
year in 1976 and has declined greatly since then. Because of inadequacies in
 
data collection, this series understates actual totals somewhat, but even so it
 
is impossible to escape the conclusion that formal sector output satisfies only a
 
small fraction of total housing needs. The least expensive housing now being
 
produced by private firms costs J$85,OO, well above the maximum amount
 
affordable by a household of median income.
 

Formal private-sector participation in housing finance has been comparably
 
meager, except for relatively affluent households. The number of mortgages
 
issued by Building Societies, for example, fell by almost 50% between 1983 and
 
1985. Preliminary figures suggest improvement over the past two years, but
 
lending still falls far below that required for a healthy and responsive
 
market.
 

There are, of course, broad macroeconomic reasons for the scant
 
participation of the private sector in mortgage lending, especially at the lower
 
end of the market. GOJ monecary policy has kept interest rates artificially
 
nigh. Although rates nave declined, Government Treasury Bills still pay 16-18%.
 
This places an effective floor on rates for other lending. Long-term mortgages 
are also 18% or nigher, implying real rates of interest of roughly 10%. These 
rates (as intended) have dampened demand.
 

Furthermore, for the lower 60% of the market, the private sector has to
 
compete with mortgages issued by the National Housing Trust, which are now issued
 
at 6%, 8%, and 10%, depending upon beneficiaries' income levels. Obviously, in 
this environment subsidized public mortgage lending has displaced private 
lending. (Funds for the National Housing Trust are provided by forced savings, 
collected from employee and employer payroll contributions;) 

Public sector institutions, however, do noU have the human or
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financial capital to meet shelter sector needs on their own. The mandatory

channeling of savings into a public institution (NHT), which allocates itat
 
below-market rates to selected housing buyers, imposes distortions on the entire
 
capital market. Ways must be found to draw the private sector into housing finance
 
and housing production for the bottom half of the market on more nearly equal terms 
with government. 

1. Lack of Support for Informal Sector Shelter Provision. Tne private 
sector is actively engaged in shelter provision, in the sense that Individual 
housenoTs in the informal sector often take responsibility for locating sites,

acquiring infrastructure services, and building houses, on their own without 
government intervention, using their own savings. However, studies of the informal 
settlement process reveal that tne Jamaican squatter family acts very much on its
 
own, without the strong community based organizations that characterize informal 
development inmany other countries. The absence of powerful community-based

organizations oriented toward shelter development, or a national network of such 
organizations, isone aspect of the constraint imposed by weak private sector
 
involvement.
 

Until now, government support for sites and service development--whether in the
 
form of infrastructure investment or financing support--has been available only for
 
government-sponsored and government-produced projects. There has been no attempt to
 
provide support services equally for public and private developers of these
 
projects. Studies of the informal sector indicate that access to minimally serviced 
land, serviced witn water, is tne single most important constraint to shelter 
development by the informal sector. 

2. Land Availability and Land Titling. A continued flow of shelter 
production for the target population depends critically upon the availability of 
land for private development. Land supply has become a formidable constraint, which 
manifests itself in two ways: 

Information on Land Supply. Lack of easily accessible information about
 
potential sites frustrates the development process for private developers, just as 
it does for MOC(H). Analysis of the advantages and disadvantages of alternative 
sites (inrelation to costs, current and planned infrastructure coverage, and 
location relative to planned job expansions) isan essential first step for the 
private housing provider. At present, the absence of such information significantly
hinders developer investment initiatives. 

Land Titling and Transfer. The inefficiencies of the land titling and land
 
transfer process inJamaica impose importart social and economic costs on the entire
 
sector. One aspect of this problem is the difficulty of acquiring and transferring

title even incases where legal ownership isclear. The time required to obtain
 
clear title under these conditions can range anywhere from a minimum of six months
 
to several years. Tne problems with this process have
 



- 35 

implications for both public and private transactions. For example, if a 
building society issues a mortgage on a piece of property, then sells the 
mortgage to the Jamaica National Bank, establishment of title at each stage
 
can require a minimum of six months, leading to a total of 12 months between
 
origination and sale. 

MOC(H) has indicated that land assembly for sites and services projects 
typically takes a minimum of one year, up to four or five years, even when all 
tne parcels are owned by government. Another long delay is required when 
title is passed to the Individual purchaser of a site. 

The reasons for this delay are twofold. First, the records of the Land
 
Registry do not permit efficient retrieval and the administrative procedures
for handling title search and recordation are sorely inadequate. Second, much 
of government land never has been surveyed or laid out in identified parcels.
As a result, even when the Government wants to convey its own land to
 
purchasers in housing schemes, or to farmers as part of agricultural reform,
 
it must endure lengthy delays while it documents the land in question. Ifone
 
goverment ministry wants to purchase land from another ministry, or if there 
is a transaction involving both government and the private sector, delays
become even greater. 

The issue of land title is most acute for those properties where
 
occupants do not nave clear ownership. The fastest-growing residential areas
 
inJamaica have been settled by squatters, who do not have, and under current
 
practice cannot easily obtain, clear land title. Inother low-income areas,
 
land titles often are unclear or missing. The absence of clear evidence of
 
ownership greatly handicaps occupants. They cannot receive water hook-ups to
 
their sites. They cannot pledge their property as collateral for loans for
 
home improvements or other purposes from regular lenders. Moreover, repeated
 
surveys throughout the developing world, as well as inJamaica specifically,
 
nave indicated that households are reluctant to invest in upgrading their
 
housing units or lot sites without possessing secure land tenure. Squatters
 
must live with the fact that they can be evicted, and this naturally limits
 
their willingness to invest in improvements that will remain with the site.
 

The MOC(H) does have a settlement upgrading program which confers land 
title on occupants in settlements selected for government provision of 
infrastructure and other upgrading facilities. However, this program reaches 
only a small proportion of the population moving into informal settlements. 
Over the period 1983-86 an average of 601 households per year participated in 
government upgrading schemes, and will eventually receive clear title to their 
land. 

3. Land Development Standards and Applications Processing
 
Systems. Unrealistic development standards and cumbersome applications
 
processing frustrate the land development
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process in Jamaica. An AID-sponsored audit found that only the top 15% of
 
metropolitan Kingston's income spectrum could afford the most modest home that
 
would meet Town Planning standards. The impact of development standards (for
 
road width, water pipe depth and diameter, lot size, etc.) on the cost of
 
serviced lots is still greater. Moreover, over the period 1981-86 it took an
 
average of 171 days to process a subdivision application. About 20% of the
 
applications Initiated over that five year period were still "in process" at
 
the end of it. These delays (and the uncertainties surrounding them) further
 
add to development costs.
 

In addition to standards that appear to be too exacting for low-income
 
settlements, there are gaps and conflicts in standards adopted by different
 
government agencies involved in land development. Firefighting equipment, for
 
example, has been purchased that works for a standard hydrant pressure, then
 
water mains are installed in low-income settlements that do not deliver water
 
at this pressure. These inconsistencies result from the lack of sectoral
 
coordination across the different agencies involved in land development.
 

4. Barriers to Private Mortgage Lending. As noted in the
 
introduction to this section, the present interest rate environment
 
substantially dampens incentives to expand private-sector mortgage lending.

There are other, more specific constraints to the flow of credit for shelter,
 
however, including: the influence of private credit controls, restrictions
 
against Building Society lending for construction finance or for home
 
Improvements on leasehold properties, loan interest and dividend restrictions
 
for credit unions, limitations on the types of loans which the Jamaica
 
Mortgage Bank can insure. As long as private financing must compete with
 
government subsidized lending, alleviating such constraints probably would not
 
nave a sizeable effect on private mortgage flows, but they warrant examination
 
in preparation for the ultimate creation of a more efficient housing finance
 
system.
 

5. Provision of Rental Housing. Most poor families in Jamaica's
 
urban areas are renters. Even with much expanded output of serviced sites for
 
low income ownership there will remain considerable need for rental housing,

particularly among low income groups. Yet in the 1980's, except for the
 
informal addition of rental rooms in squatter settlements and other single

family developments, it appears that additions to the rental stock have been
 
negligible.
 

There has been little analysis of why the rental supply is so tightly

constrained, although a review in the National Shelter Strategy suggests that
 
the Rent Restriction (Amendment) Act of 1982 may be an important influence.
 
The law was enacted in response to rapid rent escalation that occurred just

after 1980. It requires that landlords obtain a Certificate of Assessed Rent
 
prior to
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increasing rent for their units. However the Land Valuation Department 
(responsible for issuing the certificates) does not have the capacity to
 
nandle this function. The national strategy states:
 

"As a result, the assessment process has been lengthy and
 

very few Certificates of Rent Assessment have been
 
issued. The landlords have been the losers, as they have
 
been held to the rent as of July 1980, plus approved
 
Increases. This has therefore been a great disincentive
 
to providing upkeep and maintenance of rental units."
 

II. THE SECTORAL PROGRAM: POLICY DIRECTIONS AND PROGRAM GOALS
 

Over its five-year lifetime the Sectoral Policy Program is
 
designed to address each of the constraints identified above, and to
 
do so within an integrated sectoral framework.
 

In launching the Sector Program, the initial steps to be taken
 
fall logically into three categories:
 

(1)Where GOJ already has established policies consistent with
 
the sectoral priorities set forth in this Program, activities will
 
be devoted from the outset to Implementation. This will be most
 
clearly true of the policies adopted in the Shelter Sector Strategy.
 

(2)Where Government agencies nave tentatively adopted new
 
policies or new policy objectives, but have not yet decided upon an
 
Implementing strategy, much of the activity in the first two years
 
will be devoted to designing, carrying out, and evaluating pilot
 
projects, then using the pilot project experience to establish
 
general policy guidelines.
 

(3)Where Government has agreed only upon general goals, but
 
does not have the information and analysis to weigh specific policy
 
alternatives, or where Government agencies and AID/J differ as to
 
policy objectives, initial activity will be devoted to
 
(a)information collection and assessment, and (b)policy dialog,
 
including the Identification of data or analyses that might resolve
 
the differences in point of view.
 

This section discusses the nature of the policies to be 
followed in responding to the principal sectoral constraints, and 
Identifies indicative targets for achievement over the five-year 
lifetime of the Program. Amore detailed set of outputs and 
procedures to be followed in Year 1 is specified in Part 3 of this 
document. 
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A. 	Improve the Operation of Water and Sanitation Systems on a Basis
 
Affordable to the Poor
 

1. Policy Change to Increase Water Supply Coverage. Access to water 
has been constrained by the policies of NWC wnicn nave set nign standards of proof 
of land ownership dnd reduced the number of public standpipes in service. Though 
motivated by a need to consolidate the revenue position of the agency, these 
stringent policies ha~e also had the negative effect of increasing the impetus for 
illegal connections or other socially costly water supply solutions. 

Expansion of primary water supply is being addressed by other donor programs. 
This program will aim to improve access to public water supplies by the low-income
 
population. To meet this goal, in the short run itwill encourage NWC to broaden
 
population coverage by implementing its new policy of accepting a wider range of
 
documentation as proof of ownership preliminary to household hook-up, and by
 
financing a greater number of individual connections.
 

In the intermediate term, experimentation with non-traditional payment schemes 
may identify workable cost recovery solutions that allow the re-introduction of 
standpipes to communities where individual hook-ups are infeasible. These cost 
recovery schemes may include: community payment of water costs; inclusion of 
allocated water costs from standpipes in lease/sales agreements for plots in 
serviced site developments; or establishment of a private custodian who operates a 
standpipe on behalf of NWC and charges a fee per trip for water consumption. 

2. Removal of Water Pricing Bottlenecks. Current pricing policies for 
both off-site infrastructure provision and water consumption incorporate features 
wnicn make them onerous to low-income users. In the case of off-site 
infrastructure, GOJ policy must address how necessary investments can be provided 
to low-income developments while maintaining lot prices affordable to the target 
population. Financing at least part of the off-site infrastructure costs for such 
developments from general revenues may be justified. The use of tax revenues to 
finance off-site infrastructure for serviced site developments would represent a 
highly targeted subsidy to the segment of the population most in need of assistance 
inmeeting its shelter needs. If the costs of internal distribution lines were 
recovered in full from beneficiaries, this would still represent a large 
improvement in overall cost recovery. 

The current structure of water tariffs also needs to be re-considered. If the 
existing tariff structure is applied to standpipes, households suffering the 
inconvenience of standpipe consumption will end up paying far more, per unit of 
water, than households with individual connections. This outcome seems to carry 
cost-recovery to excessive and inequitable lengths. Collection 



- 39 

experience also indicates that low-income households pay their bills more
 
consistently when monthly water charges are approximately uniform, than when
 
bills fluctuate widely due to variations in consumption (or variations in
 
leakage and metering error). This suggests that for large-scale new
 
developments, in which all housing is approximately the same, it may be
 
administratively prudent to substitute a fixed, uniform charge that in the
 
aggregate covers water supply costs, rather than to attempt to differentiate
 
household consumption through metering.
 

3. Improve Leak Detection and Repair. Estimates of water loss in
 
NWC's distribution system imply that significant gains in the amount of water
 
available for sale to consumers can be captured through a program of leak
 
detection and repair. Key to establishing the costs and benefits from this
 
kind of program, and therefore deciding whether to generalize pilot programs
 
system-wide, is the creation of a production information system. Once current
 
water production and transmission at key points are accurately measured
 
through bulk metering, a leak eradication program can be implemented and its
 
suitability as a cost-effective means of increasing water supply determined.
 

The evidence currently available on water lost through leakage (including
 
aerial photographs of marshes and surface ponds fed by leaks from distribution
 
mains) justify snort-run attention to bolstering NWC's leak-detection and main
 
repair capacity. 

4. Rationalize Sewerage and Sanitation Policies. More study will 
be required before definite policy targets can be set in this area. First, it 
will be necessary to analy: optiuw: to NWC's present policy of requiring full 
payment of connection costs up front, including the feasibility of setting up 
revolving funds that will allow payment over 3-4 years. Second, in light of
 
recent international research on low cost sanitation techniques in differing
 
soil conditions, there should be an analysis of the relative cost 
effectiveness for different types of developments of extensions to piped
public systems, self contained sewerage systems for housing schemes, septic 
tanks, pit latrines, and other solutions. This should lead to the development
 
of clearer policies and standards that would guide NWC plans for future system
 
installation.
 

5. Develop a Comprehensive and Coordinated Investment Program for
 
Water Supply and Sanitation. To provide a basis for realistic planning in the
 
sector as a whole, the NWC should take the lead in developing a three-year

investment program that covers the prospective activities of all agencies (and
 
donors) in water and sanitation. This job starts with the development of a
 
coherent investment plan by NWC itself. It then can be extended to include 
investments planned by other agencies. At that point, total investments by
 
urban region can be compared meaningfully with growth projections to determine
 
where tne most urgent snortfalls will
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emerge. Interagency meetings will be required to co-ordinate infrastructure
 
investment plans with shelter development plans. 

B. 	 Significantly Expand Public Sector Delivery of Land and Services
 
Affordable to the Poor
 

1. Expand Public Production of Serviced Sites and Settlement
 
Upgradina. To bring down the average cost of housing solutions, and to
 
significantly increase the volume of shelter production for lower-income 
households, it is imperative that the mix of solutions be modified. Low-cost 
solutions--including serviced sites, build-a-home on own land, and settlement 
upgrading--need to be expanded, at the expense of more costly finished units.
 
The shift in production mix should be accompanied by a reduction in subsidy 
rates, since the new shelter mix will be far more affordable by the target
 
populdtion.
 

This shift in the mix of shelter production is the paramount goal of GOJ 
and AID/J for the sector. It implies a substantial increase in the total
 
volume of low-income solutions, given the much lower cost per unit of the new 
strategy. 

Table 2 
Annual Public Sector Housing Production
 

(Units or plots completed)
 

Average Annual Production 
Cost Base Target
 

Housing Solution Type (J$) 1983-86 1988-91
 

NEVJ CONSTRUCTION
 

Serviced Sites 	 14,000 0 4,000
 

Housing Units
 
Core douse 36,000 0 500
 
Starter Home 56,000 2,000 500
 
Housing Schemes 100,000 559 2,000
 
Subtotal 

SETTLEMENT UPGRADING 11,000 601 5,000
 

TOTAL 	 3,160 12,000 

Table 2 summarizes the types of units now produced by the public sector 
in Jamaica, tneir average cost per unit, baseline figures on recent production 
levels, and current GOJ goals for the future as stated in the Social 
Well-Being Programme. The goals call 



- 41 

for a very ambitious shift in production mix, as well as an almost quadrupling 
in total production for the target population. To a very considerable degree, 
this statement of goals is the product of several years of policy dialog 
between GOJ and RHUDO over the basic objectives of shelter policy. Now, 
empnasis needs to be placed on implementation. Specific production targets 
for the phased achievement of sectoral goals will be written into the 
Implementation Agreement and revised for subsequent years in the Annual Review 
Process. 

2. Develop a Land Inventory System for MOC(H) Use. Lack of
 
information on potential development sites appears to be the primary barrier
 
to MOC(H) efforts to expand its output of serviced lots. The first task,
 
tnerefove, is to establish a workable land inventory system. Around the
 
developing world there nave been a number of unhappy experiences with
 
automated land information systems, as these tend to escalate rapidly in
 
costs, complexity, and difficulty of data collection, to the point where many
 
have had to be abandoned before yielding any useful application. An
 
incremental system, starting with very simple objectives, to be expanded only
 
if those using it judge it worthwhile, is appropriate for Jamaica. In a first
 
stage, this system would merely organize the information MOC(H) has--or should
 
nave--on its own landholdings, by location, parcel size, soil and slope

characteristics, and access to roads, water, and other infrastructure. This
 
information would permit the first orderly judgment as to how much of a
 
pipeline for sites and services projects MOC(H) can generate from its own land
 
inventory.
 

In a second stage, the project would be extended to lands owned by other
 
government agencies. If successful, it could eventually be expanded into a
 
broader land information system, drawing on the extensive land-use descriptors
 
and parcel-organizing system maintained by the Land Valuation department. As
 
MOC(H) develops a functional pipeline of sites and services projects, the
 
system could also keep track of where particular sites stand in the approval
 
and land titling process. However, each step in this process will stand on
 
its own merits, and not require tne greater complexity and data coverage of
 
later steps to provide its benefits. As a result of the annual Program
 
review, project development can be stopped at any stage when the practical
 
benefits of the land information system appear to have been exhausted.
 

3. More Effective Targeting of Subsidies and Collection of
 
Mortgage Payments. It is recognized that, over time, the present extent of
 
subsidy levels in all MOC(H) scnemes must decrease. As a part of this
 
program, MOt.(H) will develop a phased plan for subsidy reduction with an
 
initial objective of establishing an accounting system that explicitly
 
identifies the extent of subsidies in present operations, by type of
 
solution. Accounting records of this type are essential if MOC(H) is to be
 
able to more effectively target what subsidies are available to the poor.
 
Also, consistent with the objective of using its resources efficiently, CHFC
 
must continue its
 



- 42 	

effort to further improve the collection rate from existing MOC(H) developments,
 

C. 	Establish an Expanded and More Effective Role for the Private Sector
 
Formal and Informal) inShelter Delivery
 

The directions noted above appropriately recast the role of government in
 
the shelter sector toward the provision of land and infrastructure services.
 
Consistent with this change, tne primary role in the construction and financing
 
of housing must be played by the private sector. Economic conditions are such
 
that, at least for the snort term, formal sector private institutions will not
 
find it easy to substantially expand production affordable to this program's
 
target group. An appropriate strategy in this program component then is:
 

o 	 To give immediate emphasis to expanding and improving the quality of
 
informal sector shelter provision;
 

o 	 To take steps that will reduce present constraints on the formal
 
sector enabling it to progressively expand its coverage of the income
 
spectruni over time;
 

o 	 To look for opportunities for the public and private sectors to 
collaborate injoint provision of physical shelter or financing for 
the target population. 

lI Facilitate Informal Sector Shelter Provision. For the
 
foreseeable future, the bulk of low-income shelter will be provided by the
 
informal sector. Non-governmental and community-based organizations can help
 
improve the quality and cost-effectiveness of this development. This program
 
will support the strengthening of NGO's and CBO's to take initiatives in
 
shelter upgrading and development at the household and settlement level. This
 
can include such activities as creation of a non-government, non-partisan 
extension service to provide informal settlements with technical support; use 
of the extension service to prepare user-friendly guides and provide in-person 
advice on such topics as land development in informal settlements, building 
techniques and building materials that can be used effectively by informal 
-sector builders, and recommendations as to where go to get specialized skills 
(e.g., engineering skills to help resolve drainage problems.) 

Itmay also be possible to involve NGOs inthe provision of land for
 
serviced site developments similar to those provided by MOC(H). Churches, for
 
example, often have holdings of vacant land in urban centers that could be
 
utilized for this purpose in collaboration with community groups.
 

Another objective in this component of the program isto expend the
 
informal sector's access to reasonably priced credit for
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shelter, particularly home improvement loans. This will be addressed in part
 
by a continuation and expansion of past AID/J efforts to enhance the shelter
 
lending capabilities of Jamaica's credit unions. In addition, the program
 
will work with NHT to better target its lending to lower income groups.
 
Improved information about lending opportunities will be made available to low
 
income households via the NGO-CBO networks.
 

2. Improve Land Titling/Transfer Processes. Creating a truly 
efficient land market is a difficult and lengthy task. Nonetheless. 
addressing the land constraint is vital to the program objective of increasing 
formal private-sector involvement and there are steps that could make a 
difference in the snort term. 

The program will concentrate on constraints in the land titling and 
transfer processes. IDB and UN resources nave already been allocated to take 
steps toward improving land titling, although these focus on agricultural 
land. This sector program will closely coordinate with the IDB/UN activities 
and be directed to supplementing them with respect to urban lands. The 
starting point should be a study of tne way the system now operates for urban 
parcels, to determine exactly where the greatest delays and unce.tainties 
occur. The study should also incorporate information on new tech iques in 
titling and transfer that nave been successfully applied in other c untries 
with legal traditions similar to those in Jamaica. As an interim measure, a 
sector-wide program should be designed to permit infrastructure providers and
 
formal sector lenders to accept lesser documentation of ownership than
 
Registered Certificates of Title as a basis for their dealings with occupants 
of low income settlements. 

3. Reform Land Development Standards and Applications Processing.
 
In 1986-87, AID/J supported a project designed to help the Town Planning
 
Uepartment address development standards issues. The project team worked with
 
TPD staff to develop a basic computer tracking system for applications
 
processing and to write a new draft Development Order for metropolitan 
Kingston that incorporated more flexible standards and special provisions for 
low income settlements. The latter has been reviewed and, with minor
 
modifications, approved by the Prime Minister.
 

The project recognized, however, that much more remains to be done. Gaps
 
and conflicts in other laws and regulations pertaining to land development
 
need to be rationalized and a number of "unwritten standards" need to be made
 
explicit. It is particularly important to examine the standards applied by a
 
number of agencies outside TPD that review subdivision applications (e.g., the
 
Ministries of Construction (Works) and Health).
 

4. Reduce Constraints for Formal Private Sector Institutions in 
Financing Shelter. As noted earlier, private sector financing institutions 
nave shown themselves reluctant to take on 
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tne risks, and modest profit opportunities, of supporting housing activities 
at the lower end of the market. Steps will nave to be taken to identify more
 
precisely and begin to eliminate those constraints that discourage greater
 
private-sector participation.
 

Probably the greatest discouragement to private-sector financing comes 
from tne highly subsidized mortgages provided by the National Housing Trust. 
The specific lending rates in use at NHT were specified at an earlier time, 
when they did not imply a subsidy relative to market rates of the same 
magnitude that they do today. In principle, housing finance would be more 
efficient if public and private suppliers of capital could compete on equal 
terms when lending to the same income groups for the same type of 
housing--either at market rates, or at comparably subsidized rates where 
segments of the housing market are Uinought to justify a social subsidy.
 

The overall appropriateness of using payroll taxes to subsidize mortgage 
lending by a public institution is a very large topic, whose impact extends 
well beyond the housing sector. As noted below, this is likely to be one of 
the areas of emphasis in the prospective World Bank shelter sector project.
Tne AID program with NHT will focus on narrower issues, such as finding more 
effective ways to blend NHT financing with private funds in joint mortgage 
lending. 

The "loans to lenders" approach initiated under HG-012's Private Sector 
Program will be continued. Loans-to-lenders financing provides funding to
 
private developers and housing credit Institutions. Institutions exercise 
normal lending terms to the borrowers. However, the program provides an
 
incentive to these institutions to ser'ice and to gain experience with the
 
lower income market by providing access to capital at interest rates lower
 
than the institution's usual cost of funds. Full lender participation in
 
HG-012 may depend on their assurance that there will be a continuing flow of
 
funds available so that they can justify committing the managerial resources
 
necessary to develop the institutional capacity to service the target
 
population. 

Examination of Legal and Regulatory Barriers in Housing Finance. A 
number of changes to present laws and regulation nave been suggested to 
permit broader coverage by private housing finance institutions. These 
include: exempting home improvement loans below a certain amount from 
private credit controls imposed on banks and nearbanks; authorizing building 
societies to lend on leasehold estates and for construction finance; 
liberalizing or removing loan interest and dividend restrictions for credit 
unions. Suggestions have also been made to expand present mortgage insurance 
coverage to cover land loans, home improvement loans, loans on structures 
that do not fully comply with building code standards, and loans based on
 
documentation of ownernip other than fully registered certificates of title.
 
More complete study of these ideas should be supported
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early in this program so that proposals that emerge for legal and regulatory
 
change can be evaluated and enacted, if appropriate, as soon as possible.
 

5. Reduce Constraints on Rental Housing Production. Tne goal of
 
this component of the program is to establish conditions that will support a
 
healthy expansion of the rental housing stock and provide appropriate
 
incentives for continued maintenance and effective property management.
 

The one segment of the rental stock that does seem to be expanding is
 
rental rooms within or attached to single family housing. This trend is fully
 
consistent with the overall goals of the sector program and should be
 
supported. Doing so will entail examination of current regulations, and
 
making sucn modifications as needed to ensure that this sort of development is
 
not Inhibited.
 

With regard to the rest of the rental market, not enough is known to
 
permit the specification of more definite policy targets at this time. A
 
first priority will be to prepare a study of the rental housing market and the
 
constraints that inhibit its performance, including recommended actions to
 
reduce those constraints over the remainder of the program.
 

6. Opportunities for Public-Private Collaboration. Having the
 
private sector replace or compete directly with public sector institutions is
 
a major step that often meets with institutional and ideological resistance. 
An intermediate step is to seek out opportunities for joint provision of 
services or financing. Three such opportunities exist in the Jamaica shelter 
sector and will be encouraged under tne Program.
 

Expanded Use of the Turnkey Approach. MOC(H) already is making use of
 
the turnkey approach in which private developers build houses or develop sites
 
under contract to a public institution which purchases them for re-sale to
 
end-users. Given the constraints on MOC(H)'s own internal capacity, this is
 
an important vehicle for expanding output. So far, however, the Ministry's
 
turnkey efforts have focused solely on construction of 2-bedroom and starter
 
nome units. An objective of the Sector Program is to move turnkey operations
 
down the income scale, so that private developers do the road, water, and
 
other installation necessary to produce serviced sites.
 

Joint Mortgage Financing. It is unrealistic to expect the private sector
 
to try to compete with public, below-market mortgage lending to the target
 
population. One way to augment the flow of private capital into the housing
 
sector, and to channel some of that flow to below median income households, is
 
through joint public-private mortgage lending. The National Housing Trust
 
recently has introduced a Mortgage Certificate Program. Under this program,
 
eligible borrowers can blend below-market NHT funds with
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market-rate funds from the building societies or other private lenders to 
finance larger mortgages than normally would be available. The present scheme
 
is structured to be attractive mostly to borrowers at or above the median
 
income. However, the same principles could easily be applied to lower-income 
borrowers, making it possible to stretch out publicly subsidized funds to a 
greater degree while encouraging entry of private lenders into the market. An 
evaluation of the current program from an administrative perspective is 
needed, followed by a marketing campaign to expand it, incorporating whatever 
program modifications are found necessary to reach households of lower incomes. 

Establishment of a Private-Sectir Leak Detection and Repair Industry. 
The National Water Commission judges that it will only be able to train and 
staff leak detection and repair units that can attend to the publicly owned 
portions of the distribution system--the distribution lines before they reach 
tne consumeras meter. However, a large part of the system's water loss occurs 
after tne metering point. These leaks also produce a good deal of tension 
between the NWC and its customers, since the water lost shows up in customer 
bills but is not "consumed" by the user. NWC has proposed to import leak 
detection equipment, then sell it on a time arrangement to approved plumbing 
or other private-sector firms, whom they would train in its use. Then, when 
consumers complain to NWC about leaks beyond the metering point, or about 
extreme increases in water bills that are likely to be attributable to leaks, 
NWC would refer them to these firms to locate and repair the leakage. 

Development of private sector capacity in this segment of the water 
sub-sector could lead to future opportunities for NWC to contract out for sucn 
services for the public distribution network. Instrumentation maintenance and 
testing also offers such possibilities if local, private capabilities can be 
fostered.
 

III. INSTITUTIONAL CAPAB.LITY FOR IMPLEMENTATION
 

The GOJ's ability to implement the new policy directions described above 
will depend on the capacity of its Institutions in the shelter and urban 
services sector. On one hand, Jamaica possesses a broad array of institutions 
experienced In playing most of the roles required. On the other, these 
Institutions have internal capacity limitations that must be addressed if 
successful program implementation is to be achieved. Lack of implementing 
capacity is, in fact, one of the sector's pre-eminent constraints, and much of 
the Program's implementation effort will be devoted to Institutional 
strengtheni ng. 

&1
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A. Tne Ministry of Construction (Housing) and Supporting Institutions
 

Jamaica's first Ministry of Housing was created in 1955. As ithas
 
evolved into its present form ithas retained the primary responsibility for
 
implementing and coordinating GOJ housing programs.
 

Earlier in this decade, Public Service salary limitations made it
 
progressively more difficult for the Ministry to recruit and retain top
 
professionals in technical fields. Inpart, tnis problem was resolved by the
 
creation of the Estates Development Company (EDCO) in1982. With less severe
 
constraints on compensation, this Government-owned corporation has been
 
handling much of the project design and implementation work for MOC(H). After
 
MOC(H) has identified a site and drawn up broad development guidelines, EDCO
 
is typically responsible for surveys, planning and design, contractor
 
procurement, and construction monitoring. Inan expanded program, however,
 
MOC(H) would not simply rely on an expansion of these functions through EDCO.
 
A larger share of this work could be done under contract with private firms
 
and through other agencies that have capacity inthis regard (e.g., Sugar
 
Industries Housing Ltd., National Housing Corporation), with EDCO retaining a
 
central technical control and monitoring function.
 

MOC(H) itself remains beset with staffing deficiencies inmost of the 
functions itmust perform. The primary need is for improvement of staff 
quality (which can be addressed tnrough skills training and the introduction 
of more efficient operating systems), rather than for expansion of present 
staffing levels. The most vital institutional constraints to be addressed are 
deficiencies in top management (policy development, strategic planning, 
monitoring, and control), but there are problems as well in financial 
management, legal services (particularly those related to land titling), and 
the management and maintenance of completed projects. 

In addition, MOC(H) now lacks the capacity to perform one important new
 
function implied by the National Shelter Strategy: that related to
 
facilitating informal sector production through work with NGOs and CBOs.
 
Establishing this capacity will require an expansion of its community services
 
staff as well as new forms of training and systems support.
 

The Caribbean Housing f'nance Corporation (CHFC) functions as a mortgage
 
servicer on MOC(H) housing schemes. Itis the official borrower of the HG-012
 
private and public sector loans. Its present staff of 50 appears sufficient
 
to handle its present functions and, over the past few years, CHFC has
 
demonstrated the capacity to adapt and improve its operations in response to
 
changing requirements.
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B. National Water Commission
 

Over the past few years. NWC has been identified by both donors and GOJ
 
as a 'weak' institution. Donors nave found the Commission to be slow in
 
carrying out projects and policy reforms. GOJ has gone so far as to assign
 
major water supply development to a new, publicly owned entity (Caribbean
 
Engineering Consolidated Limited) because of NWC's poor past performance.
 

There are, however, special circumstances that nave complicated NWC's
 
operations. In 1985, local water authorities were added to the Commission's 
mandate. Integration of their responsibilities into NWC has proved to be a
 
major management task and is not yet complete. This adjustment occurred
 
concurrently with fundamental reforms initiated under tne World Bank 
assistance program; these included reducing staff and putting the water agency
 
on a stronger cost-recovery regime. Higher tariffs led to more vocal consumer
 
complaints. Finally, budget restrictions from the structural adjustment
 
program nave constrained NWC's ability to address historical and emerging

deficits in water supply coverage. Thus, while improvement in the operation
 
of the Commission is necessary (and is slowly coming about), the problems with
 
NWC are not fully internal to the institution itself.
 

Tne Commission's current cost recovery policies are very stringent and
 
are aimed at cutting most types of subsidy from NWC's operations. Though
 
necessary, this stance nas hampered the agency's ability to deliver water to
 
increasing numbers of low-income households and settlements. This in turn
 
generates pressure on the Board to grant relief from NWC's policies on a
 
case-by-case basis, and has led to a multiplication of special exceptions
 
rather than the development of better-targeted general policies. Delegation
 
of management responsibilities also has been hampered by the frequent
 
exceptions made to regular policy.
 

In its commercial functions, the Commission has not yet made the
 
transition to a demand-responsive, consumer-oriented entity from its previous
role as a supply-oriented water provider. Reponses to billing/meter errors or
 
interruptions in service are slow. There have been difficulties in the
 
introduction of the new computerized billing system.
 

Finally, like other public sector instutions, NWC is constrained by the 
low levels of compensation it is allowed to offer. In areas of finance and 
management, skilled staff have strong incentives to move to the private
sector. In technical areas, like engineering, NWC is in direct competition
with CECL and other engineering firms for skilled personnel. This creates a 
situation in which many key technical places are either unfilled or filled by 
recent graduates with little or no field experience. 
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C. The National Housing Trust
 

Financed by a compulsory payroll tax, the NHT is Jamaica's largest 
mortgagee and its third largest financial institution in terms of its asset 
base. It has a staff of 450 responsible for originating and servicing 
mortgages for its contributors (including some of the mortgages on MOC(H) 
units as well as on its own schemes). Its operations include: a build-on-own 
land program; home improvement lending; an open-market program (where 
contributors purchase finished homes on the open market); and the previously 
described mortgage certificate program. 

NHT appears adequately staffed to handle its present operations and in
 
recent years has evidenced the capacity to develop and implement new
 
programs. Management and systems improvements would be of benefit, but they
 
are not as urgently needed as those required for MOC(H) for example.
 

0. Private Housing Finance Institutions
 

For a country its size, Jamaica has a surprisingly complete 
institutional infrastructure in housing finance. Private mortgage lenders 
include building societies, commercial banks, life insurance companies, trust 
companies, and merchant banks. Regulatory and other constraints identified 
earlier now prevent these institutions from playing as large a role as they 
could, but there appear to be no major internal barriers to their capacity 
expansion. Efficiency improvements are no doubt warranted in a number of 
cases, but these are likely to occur in an increasingly competitive 
environment and need not be a direct concern of this program. 

From the standpoint of housing finance, the only private sector 
institutions that have clear capacity limitations are Jamaica's credit 
unions. Considering their purpose and structure, these institutions are not 
likely to become major mortgage lending institutions, but since they already 
nave established linkages to the target group for this program, expanding 
their capacity to lend for shelter (predominantly through home improvement 
loans) merits serious consideration. The program should probably consider a 
selective approach, seeking cipacity improvements in a few credit unions 
already evidencing the most putential in this regard. 

E. The Town Planning Department 

The Town Planning Department has the primary responsibility for enforcing
 
and administering land development regulations in Jamaica as well as preparing 
physical development plans for regions and urban areas. Its capacity has
 
seriously eroded during tne 1980s. Its processing of development applications
 
is slow and inconsistent, and the Department has lost virtually all of its
 
capability to 
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develop new plans and policies. A 1987 audit stressed that the lack of 
effective management systems was the central problem. Hiring of new staff in
 
a few key areas, and introduction of personal computers, will be required but
 
an increase from the present staff complement of 82 to about 100 (well below 
former staffing levels) should be sufficient to handle expected workloads. 

F. The Urban Development Corporation
 

UDC is a parastatal created in 1968 to plan and execute development
 
projects in Jamaica's cities and towns. Its projects have ranged from the
 
implementation of major tourist developments to the placement of
 
infrastructure improvements. At present it is the agency responsible for the
 
Government's priority factory space expansion program. It has also been 
responsible for a number of housing projects but, consistent with the new
 
strategy, an increasing portion of its shelter portfolio now involves serviced 
site development for low income groups. UL)C has had a generally good track
 
record for project delivery--perhaps the best in Jamaica for its top priority

projects--but it now is executing so many different projects that its capacity
is stretched to the limit. Tnis sector program does not envision a major 
expansion of UDC activities in shelter delivery, but UDC will play an 
important role in the interagency group that will guide program development. 

G. Land Titles Office 

Tne Titles Office is a Central Government institution set up to 
administer the Registration of Titles Act. For parcels of land already 
registered under tnis Act the Titles Office has indicated that the provision

of splinter titles for subdivisions is not a lengthy process. 

If land is not registered, it is necessary to apply to bring the land 
under the Act. This process normally takes 5 1/2 - 6 months, when there is 
clear and uncontested ownership. There is an initial three week period to 
advertise the intent to register tie land. There is then a required mandatory
 
period of 7 weeks under the Act to allow for any objections. The actual
 
processing and registration of title takes a further three months or longer.
 
Most delays occur at the third step and in the Titles Office, a result of a
 
high turnover of staff and the time it takes to train new staff. When, as 
frequently occurs, there is no clear record of ownership of a parcel, or when 
(as is very often the case in informally settled areas) there are multiple and 
conflicting claims to ownership, a resolution of title can require several 
years, if resolution is reached at all. The delays and uncertainties in the 
system thus are partly a product of institutional capacity and partly a 
product of the laws and legal practices regarding land ownership.
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IV. CONSISTENCY OF PROGRAM WITH OTHER DONOR INVOLVEMENT
 

Other donor activity in the shelter and urban services sector during the 
1980s has been modest, but promises to become more extensive. Most donors'
 
efforts nave been project-oriented and aimed at particular, critical 
situations, sucn as the deteriorating infrastructure conditions of the tourist
 
centers. With the exception of the World Bank's institutional support program 
with NWC, policy dialogue on the methods for delivering shelter and services 
has not formed a large part of donor participation to date. 

Shelter Policy and Programs. Altnough the Jamaican Shelter Strategy has
 
been warmly received, USAID is the only donor currently involved with the 
provision of housing or support of nousing institutions. The World Bank has 
begun investigations for a shelter sector loan which would also involve policy 
dialogue. There are indications that besides supporting the GOJ's proposed 
shift in the mix and volume of housing solutions the Bank intends to focus on 
housing finance and the role of NHT. The Bank and GOJ are expected to sign a 
Project Preparation Facility agreement in the relatively near future. Project 
prepardtion (projected to extend into the first quarter of 1989) would include 
several targeted policy and analytical studies on key constraints and issues 
in the shelter sector. These might reasonably cover some of the same topics 
identified for first and second year analyses in this Program, or, at a 
minimum, generate studies nignly complementary to this Program's efforts.
 

AID/J clearly should give top priority to making its Program goals as 
consistent as possible with tne goals tne Bank will include in its sector 
program, and to setting mutually consistent policy agendas. All contacts with 
the Bank nave been open and supportive of this type 3f donor cooperation. 

Apart from the need to develop a shelter delivery system that produces a 
high volume of low-cost solutions, tne major donors have identified land 
titling as a significant bottleneck. lOB is currently funding a land titling 
project with the Ministry of Agriculture to expedite the provison of title 
under the GOJ land settlement program and eventually develop a large-scale 
land information system. Though this program deals exclusively with
 
agricultural land, much of the work being done will have applications in the
 
shelter sector. 

Basic Services. Donor activity in water and sewerage services has 
followed two major lines: (1)the World Bank's policy reform/technical 
assistance program with NWC, and (2) project-type programs to develop and 
expand water and sewer facilities. This second class of programs includes 
financing from IDB, CUB, Japan, the EEC, and Italy. 

The World Bank program with the NWC is intended, through
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technical assistance, purchase of equipment, and selected capital investments,
 
to strengthen tne financial/commercial, institutional, and operational capacity
 
of the agency. NWC's agreement with the Bank calls for the Commission to cover
 
from its own revenues its costs of operation plus a gradually increasing share
 
of capital costs (reaching 30% by 1990.) With early Bank efforts focusing on
 
revenue enhancement, NWC has been largely successful to date inmeeting these
 
targets. Future efforts, possibly under a follow-on project, are likely to
 
focus on improvements to commercial operations (customer service) and financial
 
control.
 

Other donors have confined their activities to individual water supply
 
projects. IDB isfunding an expansion of the Mandeville water system by the
 
NWC. Delays and lack of counterpart funding have pushed the completion time for
 
this project from 4 to 12 years. Tne Government of Japan has been a major
 
funding source for two major water supply projects inMontego Bay. The EEC has
 
agreed inprinciple to fund water and sewerage improvements inNegril and
 
sewerage improvements inOcho Rios at a total cost of US$25 million. Inthe
 
cases of these three major tourist centers, improvements are being directed at
 
servicing tourism demand. Distribution needs for the new settlements springing
 
up intnase areas nave not yet been addressed.
 

Inrural areas, the Government of Italy plans to finance water supply
 
upgrades and pump replacements in 5 towns. Inmore remote areas, the Caribbean
 
Development Bank isbeing asked to partially fund a project to restore and
 
upgrade 300 catchment tank facilities in 11 parishes.
 

Ingeneral, donor 'project' activities have been reactive innature,
 
responding to water supply deficits or deteriorating system conditions. No
 
programs are being supported by donors which attempt to link the development of
 
land and housing sites with the provision of water and other basic services.
 

Donor support of sewerage services also has focused on project-oriented
 
programs. The World Bank is sponsoring expanded infrastructure in the Kingston
 
Metropolitan Area, with the aim of increasing sewerage coverage from 36% to
 
47%. However, this program only shortens the queue of established areas waiting
 
for service. InMontego Bay, CIDA is assisting in a study for the expansion and
 
upgrading of sewerage facilities to meet current and future demand. COB is
 
financing treatment facilities for a new hotel complex inNegril. These
 
programs are meant to address the inadequacy of sewerage service to hotels and
 
to reduce pollution inbeach areas, not the problems of servicing new
 
residential settlements.
 

V. WOMEN INDEVELOP14ENT
 

Female-headed households form a disproportionately large share
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of the residents living in informal and low-income settlements in Jamaica.
 
Sectoral policies designed to open up shelter possibilities for the target
 
income group will tend to benefit female-headed households, simply because of
 
their statistical importance in the target group. This, inturn, will free
 
the women heading these family units to take a more active role in
 
income-earning activities. Surveys repeatedly have shown that women in 
general, but especially women that are heads of households, will use breathing
 
room gained from an income windfall or from lower-cost or more secure housing
 
arrangements to expand tne time and resources spent in income-generating
activities. 

In addition, from tne data now available it appears that women are
 
over-represented in certain pockets of the low-income housing market. For
 
example, they are significantly more likely to be renters as opposed to
 
owner-occupants or occupants of squatter housing. As this market segmentation
 
is understood better, through the Program's analytical studies, policies can
 
be designed that meet tne special requirements of female-headed households.
 

The best statistical information on women's role in the informal housing
 
sector comes from a study of informal settlements in the greater Kingston
 
area, commissioned by AID/J. This study reveals that 41% of the sample
 
households were female-headed. Female-headed households had lower average
 
incomes, more dependents per earner, lower overall assets or savings, but
 
nonetheless paid more for housing than other households in the same
 
settlements (largely because of the greater frequency of renting). These
 
findings imply that re-targeting snelter programs to the special needs of the
 
lowest-income groups will bring benefits to many women.
 

Homes and "yards" in these communities were used as much for income
 
production as for shelter, serving to store goods for higglers, to rent out an
 
extra room or sleeping space, or to keep goats or do repair work. Whether
 
these income-generating opportunities are significantly curtailed in rental
 
housing is not known, but is obviously pertinent in deciding whether to
 
encourage or discourage rental units as a shelter solution, especially for
 
female-headed nousenolds.
 

Jamaican society does not assign to women the task of carrying water as
 
predominantly as many other societies do. The few surveys tat exist indicate
 
that children do most of the fetching of water when there is no on-site
 
nook-up. Nonetheless, a policy of more nearly universal provision of water to
 
settled communities offers special opportunities for women to take leadership
 
roles in development. For example, in other countries when communities have
 
had to organize to request communal standpipes, operate and maintain them, and
 
provide for cost recovery through community cost-sharing, women very

frequently have led these community organizations, often assuming local civic 
leadership for the first time.
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PART 3
 
PROGRAM IMPLEMENTATION
 

This Program represents the first proposal within Jamaica and the LAC 
Bureau to use a Housing Guaranty loan to support a sectoral policy program. 
The proposed implementation procedures therefore break new ground, and need to 
be spelled out with clarity so as to avoid misunderstanding among the 
implementing parties. 

This section first lays out the general approach to implementation,
 
giving emphasis to what will be distinctive about the substance and procedures
 
of Program management. Itthen identifies the implementing roles of different
 
institutions. Later sections provide detail on the content of the first-year
 
program agenda and the teChnical assistance that will be used to support the
 
Program, under a separate grant.
 

I. OVERALL IMPLEMENTATION PLAN
 

Part 2 of this document summarized the content and focus of the Sector
 
Program over its five-year lifetime. Tne breadth of the program presented
 
there obviously is greater tnan can be addressed in any single year. Tne
 
first practical question for implementation, then, is now the work program and
 
policy agenda for each year will be determined.
 

Tne implementation plan calls for annual formulation of a work plan, plus
 
output and policy targets for the year, through negotiation between AIO/J and
 
RHUDO, on the one hand, and GOJ implementing agencies and the Office of the
 
Prime Minister, on the other. Disbursement of each annual tranche of the HG
 
loan will be tied to agreement regarding the next year's work plan as well as
 
satisfactory progress toward completion of the work pla set for the current
 
year. Satisfactory progress toward attainment of outputs for any given year
 
will be monitored to provide indicative evidence of performance in
 
implementing policy and related changes. It is, however, the satisfactory
 
performance on attaining policy and related objectives which will be the basis
 
for approval of annual HG disbursements.
 

In the first year of the Program, the agreement with respect to the work 
plan and output and policy targets will be incorporated in the Implementation 
Agreement. Upon its signing, the GOJ will become eligible to borrow tie first 
approximately $10 million trancne of the HG loan. In succeeding years, a 
joint Annual Review Process (described below) will both assess performance 
under the existing agreement and establish the work plan and output and policy 
targets for the next year. Itis projected that the $50 million program will 
be advanced in five annual trancnes. Tne amounts of each tranche may be 
adjusted upward or downward, based on sectoral and GOJ performance in 
achieving Program goals, or subsequent trancnes may be eliminated altogether, 
if significant Program progress is not made. Level of authorizations and 
disbursements for each trancne will also be affected by capitalization of 
interest provisions whichn are described more fully in a subsequent section of 
tnis paper. 
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Annual disbursements also will depend upon there being general authority to
 
make further HG loans of the amounts indicated.
 

A. GOJ Management Organization and Flow of Funds
 

Management Organization. Overall program management and co-ordination
 
will be lodged in the Bureau of Management Support [BMS] (part of the Office
 
of the Prime Minister). BMS coordinates the GOJ capital investment budget
 
with line agencies and donors and also functions as a program management

office for projects of national ,iportance. This office will have
 
responsibility for ensuring that the implementing agencies give priority to
 
achieving Program targets, for overseeing the work of the Sectoral
 
Coordinating Committee (see below), and for verifying that central government

budget allocations are sufficient to finance the activities covered in the
 
work program. The Planning Institute of Jamaica will nave responsibility for
 
technical monitoring of outputs on behalf of GOJ.
 

A Sectoral Coordination Committee, including at a minimum representatives
of the Ministry of Construction-Housing. National Water Commission, National 
Housing Trust, Town Planning Department, Building Societies and other private

financing institutions, and Non-Governmental Organizations serving the sector
 
will be established to give substantive guidance to the policy program, and to
 
establish high-level working liaisons between the different public agencies 
and private-sector organizations that will be implementing it. The Sectoral
 
Coordination Committee, as proposed, is a modestly expanded version of the
 
Focus Committee that coordinated preparation of the Jamaica Shelter Sector
 
Strategy. It thus continues what was a highly successful effort at policy

cooperation into tne implementation phase. The Committee will be staffed by a
 
nigh-level representative of MOC(H), the same staffing model that was used for
 
the Focus Committee.
 

Budget Resource Agreements. Because of the Program's novel structure,
 
the allocation of budget resources that will be followed requires careful
 
definition.
 

Meeting the Program targets clearly will require substantial budget
 
resources, and inmost cases will require that more resources be devoted to
 
each of the priority programs than currently are being spent for them. Both
 
the implementing institutions and RHUDO/AID/J will need the certainty that the
 
budget resources necessary to carrv out the programs will in fact be provided.
 

Tne implementation plan calls for identifying each year, as part of the
 
work plan preparation, the budget resources that will be necessary to carry
 
out the agreed-to work program. Budget estimates
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will be prepared for each major activity. These budgets will be incorporated
 
in the first year in the Implementation Agreement, and in subsequent years in 
the Annual Work Plan. The GOJ will verify that this level of resources will 
be provided to support each activity in question. 

Outputs and Benchmarks. This document has provided an indicative
 
description of the types of outputs that are expected to be produced under the
 
Program as a whole. Each year's Work Plan will specify in detail the products
 
(physical outputs, studies, or policy or regulatory changes) that are to be
 
delivered during the next year. When an activity isexpected to be completed
 
during the year, the output will be specified as a final product. When an
 
activity is expected to require more than one year to complete, an
 
end-of-project goal will be specified, as well as specific, measurable
 
benchmarks toward achieving tnls goal that should be reached in the coming
 
year. The purpose of this specificity is to allow the Mission and GOJ to
 
measure performance objectively.
 

Section II of this Part, entitled First Year Program, illustrates 
concretely tne type of outputs and benchmarks that will be built into the
 
Annual Work Plan.
 

Annual Review Process. It is reasonable to anticipate that over the
 
five-year lifetime of the Program sectoral objectives will change somewhat--as
 
a result of changed economic circumstances, changed political environment, new
 
understanding acquired tnrough tne Program's analytical studies, and because
 
of many other factors. As part of the Annual Review Process, scheduled to
 
take place in SeptemDer of each year, all parties will assess accomplishments
 
under the ?rogram to date as well as the principal constraints impeding
 
further advances, and enter into a policy and implementation dialog as to the
 

proper priorities for the Program in the coming year. In some cases, this
 
process may lead to a change in Program emphasis, as well as specification of
 
the next year's work plan.
 

It is also reasonable to anticipate that during the five years of the
 
Program not every benchmark will be met 100% in every year.In this event,
 
participants in the Annual Review Process will determine the extent of the
 
performance shortfall, the reasons for its occurrence, and the corrective
 
steps that need to be taken. Based on this review, AID/J will decide whether
 
planned loan disbursements should continue, of if the shortfall is serious
 
enough to reduce the next loan tranche or eliminate italtogether.
 

Finally, It is probable that GOJ performance will exceed some of tne
 
annual benchmarks that are established. Such "extra" performance will be
 
weighed against any shortfalls elsewhere in deciding upon Program
 
continuation. Significantly faster than anticipated progress toward achieving
 
Sector goals may lead to
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increased annual loan disbursements, if this is desired by the GOJ and 
consistent With outstanding HG authorization levels. 

B. 	 HG Certification 

In addition to the output and resource allocation requirements specified 
in the Annual Work Plan, GOJ will be obligated to document and certify that it 
has spent an amount in local currency at least equivalent to the amount of the 
loan on HG eligible snelter and urban services activities, affordable by 
families witn incomes below tne median (this amount must be net of funds from 
other international donors or from other Housing Guaranty loans that are spent 
on the same activities). Eligible activities will be agreed to and 
pre-qualified during the development of the Implementation Agreement and later 
annual reviews. It is expected that they will include activities such as the 
following: 

Shelter and Lend
 

Outputs provided directly to target group households, whether by the
 
public sector or private sector where expenditures can be attributed from the
 
GOJ budget, such as:
 

o 	 Serviced site production; 
o 	 Urban upgrading;
 
o 	 Other activities of the type approved under prior HGs.
 

Urban Services
 

o 	 Standpipes, water connections, and other services provided
 
directly to target group housenolds;
 

F tne cost of primary infrastructure (e.g., water and
 
sewerage treatment plants, main trunk distributors and
 
collectors, main roads, etc.) proportionate to the Share of the
 
benefits provided for target group households;
 

o 	 A snare -.

o 	 A snare of the cost of infrastructure management, maintenance,
 
and repair proportionate to the snare of the benefits received
 
by target group households.
 

Such expenditures will be documented through government reports and spot
 
checks throughout the program period and certified annually. Itmust be
 
emphasized that in the first year or two of Program operation, certifiable
 
expenditures are not expected to equal the local currency equivalent of the
 
dollar loan amounts, as many of the policy, regulatory, and other reforms will
 
require some time to produce tangible outputs. After the program period, at a
 
date to be specified, final documentation and certification must cover
 
eligible expenditures at least equal to the local currency equivalent of the
 
full amount of HG funds disbursed.
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Certification requirements are subject tO annual review as is the measurement 
of overall policy performance. However, due consideration needs to be given 
to the fact that there will be some lag time before certain construction 
activities are completed and can be submitted for certification. Tnerefore, 
at tne time of the final program review before the last advance of funds, the 
GOJ and AID will reach agreement on the completion of all eligible activities 
to take place by the HG Project Act- vity Completion Date. Tnis understanding 
will be included in the final Annuai Work Plan. 

Program outputs will be valued at an amount at least equal to the local 
currency equivalent of the dollar resources in the following ways. For
 

budgeting purposes, planned outputs will be valued at average cost based on
 
the previous year's experience with adjustment for inflation. For 
certification purposes, the outputs will be valued at actual cost.
 

Flow of Fun,'s. It is currently anticipated that funds will be
 
borrowed by the Government of Jamaica through the Ministry of Finance or Bank
 
of Jamaica and become part of the GOJ budget. Local currency program
 
implementation costs will be provided, as required, to the implementing
 
agencies acocrding to the budget allocation process described above.
 

C. Loan Disbursement
 

The HG funds made available under this Program are scheduled for
 
disbursement over a five-year period. It is anticipated that tne funds will 

be advanced at a rate of approximately $10 million per year, starting at the 
end of fiscal 1988, then continuing during the first quarter of fiscal years 
1990 tnrougn 1993. (This timing allows for the annual review process to feed 

into the GOJ budget preparation cycle). The rate of disbursement could vary 

based on tne performance of the GOJ in implementing the Program. At this 
stage, two possibilities are being considered for the HG borrowing procedure: 
(1) a separate bidding for eacn disbursement, and
 
(2) selection. tnrougn appropriate tendering and negotiation, of a single
 

lender for all trancnes. In eitner arrangement, following the annual review
 
process, AID would give written consent to the GOJ to proceed with each
 

borrowing of funds. An analysis of the appropriateness of the GOJ incurring
 
additional debt will have to be conducted for each borrowing of HG funds
 
oefore final approval to proceed is granted. 

In order to reduce the initial debt burden of a HG loan, it is proposed 
that at least the initial two trancnes of HG funds be lent with a grace period 
of three years on interest, in addition to the usual grace period of 10 years 
on principal. As described in Part 1, Section II.C, the debt repayment 
obligations of Jamaica are especially acute over the next three years, and GOJ 

policy is to try to stretch repayments beyond this period. In addition, the 
country
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risk 	assessment completed by PPC/EA for Jamaica concludes that there is a
 
relatively high probability that a HG loan on normal terms would be Subject to 
rescheduling during tnese three years. PPC therefore recommends, as well, a
 
three-year grace period on interest payments. Capitalization of interest will
 
be employed as necessary in response to the GOJ's debt servicing burden at the
 
time of specific borrowings.
 

Interest payments foregone will be capitalized into the outstanding loan
 
amount. Cash flow projections, based on current rates of interest on
 
variable-rate HG loans, indicate that the capitalization of three years'
 
interest will add approximately 25% to the principal balance by the end of the
 
third year (see Table 3). Annual interest payments for the next seven years
 
would increase by the same proportion. Capitalization of interest on a
 
fixed-rate loan at current available rates (10%) would add approximately $2.993
 
million to the principal balance by the end of the third year. The amount of
 
the first interest payment in this case would be about $655,000.
 

Table 3 
Illustrative Statement of Loan Caitalization 

(US$10 million trance) 

Adjusted* Capitalized New Principal
 
Period Rate Interest Balance
 

07/88-12/88 7,35% $370,521 $10,370,521
 
01/89-06/89 7.60 375,841 10,746,368
 
07/89-12/89 7.85 394,645 11,141,013
 
01/90-06/90 8.10 400,574 11,541,587
 
U7/90-12/90 8.35 419,781 11,961,368
 
01/91-06/91 8.60 425,301 12,386,669
 

Total Capitalized Interest $ 2,386,669
 
First Interest Payment Due $ 552,615
 

* 	 Projection assumes an 85 basis point premium charged by investors and 

a 25 basis point increase in the underlying interest rate in each 
6-montn period. 

HG authorization levels will have to be high enough to cover the maximum
 
outstanding balance resulting from interest capitalization. That is,if Jamaica
 
borrows US$10 million in the first tranche, under the above scenarios the
 
autnorization level would have to be approximately US$12.5 million or US$13.0
 
million, respectively.
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D. 	Annual Review Process
 

A central feature of the sector lending Program will be the annual review
 
process. The annual review process will be conducted each September, prior to
 
formulation of the GOJ budget, and conclude with a series of critical 
decisions on tne coming year's program and on the level of additional 
resources that should be applied to institutions working in the sector. It is
 
anticipated that tne review pr.:ess will consist of a series of meetings with
 
imple- menting line agencies, private sector institutions, and others under
 
the auspices of the Office of the Prime Minister and the Sectoral Coordination
 
Committee. Itwill:
 

o 	 Review progress in carrying out the specific policy, programmatic, 
and institutional objectives for the past year, in relation to the 
overall goals of the Program; 

o 	 Review overall performance in the sector against public and private
 
sector quantitative targets set for the year;
 

o 	 Review tne findings of various studies and evaluations carried out 
as part of the prior year work plan; 

o 	 Establish overall policy, programmatic, and institutional objectives
 

for the coming year; 

o 	 Establish quantitative objectives for outputs for the coming year; 

o 	 EstaDlisn a work plan and sub-program budgets for the coming year;
 

o 	 Review the resources necessary for the sector to carry out its
 
objectives under the Program, establish what additional resources
 
must be applied to each institution, and specify how these resources
 
will be delivered;
 

o 	 Review the technical assistance provided under the grant project and
 
establish priorities for use of technical assistance funds for the
 
coming year.
 

The objectives for the coming year, the output targets, and the work plan 
will be approved in the field. RHUDO will draft a yearly summary of sector 
performance following the annual review process. Based on the conclusions of 
the review and otner factors that may apply, AID/J and RHUDO will recommend to 
AID/W the amount of HG funds that should be borrowed in the coming year and 
any further conditionality that should apply. 
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The key working document and monitoring tool will be the work plan. Tnls
 
plan will establish a schedule for specific tasks for the coming year to
 
achieve the objectives and outputs established for that year. This plan will
 
also be used as a tracking document for AID and GOJ to monitor progress
 
regularly throughout the year.
 

E. Coordination of the Sector Policy ProRram with Existing HG 012 

Within tne shelter sub-sector, HG-013 will incorporate many of the 
programatic goals of the existing HG-012. The HG-012 Basic Shelter and 
Private Sector Programs are fully programmed for implementation of specific

project activities over the next 12 to 18 months. Both of these projects are 
consistent with tne planned shIft, in shelter mix under the Secterdi Program, 
and will expand the experience base of both the public and private sectors 
with low cost shelter development. The sectoral program will build upon the 
lessons learned from implementation of these programs. It is expected that at 
some point between Years 2 and 3 of the Sector Program, HG-013 will become a 
major source of funding for the types of projects now being financed under 
HG-012: minimal serviced sites, neighborhood upgrading, on-lending to private
financial institutions (credit unions, commercial banks, private developers) 
for shelter development. 

The thrust of the Basic Snelter component of HG-012, being implemented 
through the Ministry of Construction (Housing), is to encourage provision of 
low-cost and innovative shelter solutions. Specifically, the Basic Shelter 
Program calls for development of: (1)substantially reduced standards for 
urban upgrading; (2) the Ministry's first programs in minimal serviced site 
development to address low income populations wnicn normally would be left to 
squatting in rapidly growing urban areas; (3)conversion of low cost, public, 
rental housing into sales to expand the private property ownership base; and 
(4)with assistance from RHUDO, preparation of guidelines for how the public 
sector can begin to facilitate the construction capacity existing within the 
informal sector. 

The HG-012 Private Sector Program provides access to lower cost capital
 
for private developer construction of low cost shelter solutions suitable for
 
low income groups. Itprovides a first time experience for most developers to
 
produce these products while taking on full risk of repayment.
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II. 	FIRST YEAR PROGRAM
 

The intended operation of the Program can best be illustrated by a
 
preliminary version of the First Year Work Plan. The final version of the
 
Work Plan will be negotiated with the GOJ and included in the Implementation
 
Agreement. Some very important specifics have yet to be finalized--including
 
exact sub-program budgets and intermediate delivery dates during the first
 
year. Nonetheless, the program outlined below conveys the first-year
 
priorities and the types of benchmarks that will be used to measure
 
performance.
 

General Strategy. Activities to be undertaken in the first year can be
 
grouped into three categories:
 

o 	 Where GOJ already has established policies consistent with the goals
 
of tne Sector Program, tne Program will require significant,
 
measurable progress toward implementation.
 

o 	 Where GOJ is weighing alternative policies, or has not settled upon 
an implementation strategy for reaching a policy goal, the Program 
will support tne design, implementation, and evaluation of pilot
 
studies, wnose results will be used to establish general policy.
 

o Where GOJ has agreed only on general goals, but does not yet nave
 
the information and analysis to make policy choices, the Program
 
will sponsor information collection
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and assessment. Inmany cases, this effort also will set up
 
permanent data systems for continuing use.
 

The First Year Work Plan has been designed to produce a mix of
 
immediately usable, tangible outputs, as well as pilot projects and studies
 
that will prepare tne way for future policy design. The Work Plan does not
 
insist on any specific policy changes to be made by the GOJ in the first year,
 
because the Government's new Shelter Sector Strategy incorporates all of the
 
major policy shifts that AID/J and RHUDO have been advocating for the past
 
several years. The priority agenda now is to implement these changes
 
efficiently, while preparing for a second generation of policy reform that can
 
begin in Year 2 of the Program. In several cases, it will also be necessary
 
to formalize and disseminate policies that nave been adopted in principle.
 

Two other general considerations have gone into the First Year Work
 
Plan. One is the desire to begin program collaboration with key sectoral
 
institutions as soon as possible. Insome respects, it might be more
 
efficient to work with the institutions consecutively. However, the ability
 
to establish a sector-wide perspective by linking together different
 
institutions requires at least some collaboration with each In Year 1.
 

In addition, the First Year Work Plan has been designed to mix new 
program outputs with management/institutional reforms intended to deliver 
current programs with greater cost effectiveness. This emphasis reflects the 
conviction that two sectoral goals are equally important: a shift in outputs 
to better match the needs of the target population, and increased efficiency 
in service delivery, management, and cost recovery, so that sectoral costs can 
be kept under control. 
In tne summary below, the First Year Work Plan is organized in the same manner 
that was used in earlier sections to discuss tne principal constraints on the 
Shelter and Urban Services sector and to describe the overall Program 
structure. 

A. 	Improve Operations of the Water and Sanitation Systems on a Basis
 
Affordable to the Poor
 

1. Water Provision. (a)The National Water Commission will
 
install new water connections for at least 1,200 shelter units among the
 
target population. This target compares with a total connection rate of about
 
2,400 units per year in recent years. This constitutes an increase from 
approximately 30% of new connections to low income groups to a new minimum of
 
50%.
 

(b)For individual water connections under acceptable cost-recovery 
schemes, NWC will formalize and disseminate its policy relaxing the required 
standard of acceptable documentation of land ownership. 

2. Communal Water System Pilot Projects. NWC will approve

communal water system pilot projects in selected communities 
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now without water service. For each project this will include approval of a 
cost-recovery and water pricing plan, approval of the number and type of 
outlets to be installed, preparation of cost estimates for all installation, 
and signing of an agreement regarding installation, cost-recovery and
 
maintenance with the pilot community or with the individuals to be responsible 
for operation of the system. NWC will prepare a timetable for system
Installations, and will prepare a plan for monitoring the pilot projects 
addressing all areas of concern identified by the NWC Board of Directors. 

3. 	Sewerage Connections. NWC will prepare a method and plan that 
can be used to finance individual nook-ups to existing sewage collection
 
systems on a cost-recovery basis. Tne plan will include estimation of the
 
capital costs and description of the operating procedures for using this fund
 
to finance hook-ups in at least one community where collection lines have been
 
installed but nouseholds nave not connected to them because of cost
 
limitations. An operating plan and timetable for signing financial agreements
 
and completing household installations will be prepared.
 

4. Cost Recovery Policy for Off-Site Infrastructure. NWC and 
MOC(H) will enter into a written agreement as to now water is to be provided
 
to the Norwood serviced site development, and now the off-site costs of water
 
provision will be financed. Tnis agreement will be intended to serve as a
 
precedent for similar financing of off-site water costs in other serviced site
 
developments.
 

5. Leak Detection and Maintenance. (a)NWC will implement a
 
program of leak detection and repair on the public water distribution network
 
in at least two of Jamaica's principal urban areas. In addition, bulk meters
 
will be installed at relevant facilities to measure water savings resulting
 
from the leak eradication program. The cost of increasing available water
 
through the program will be evaluated and compared with recent costs for
 
expanding water production.
 

(b)A pilot project to facilitate the development of leak detection
 
capacity in the private sector will De implemented. NWC will lease equipment
 
to private sector entities to carry out leak detection and repair beyond
 
meterinG points for NWC customers.
 

B. 	Significantly Expand Public Sector Delivery of Land and Services
 
Affordable to the Poor
 

1. Expand Public Production of Serviced Sites and Settlement
 
Upgrading° The public agencies involved in provision of serviced sites and
 
settlement upgrading--principally MOC(H) and UDC--will finish at least 1,500
 
such units.
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Tnis compares with an average combined production during the base period,
 
1983-86, of 600 units per year.
 

2. Develop a Land Inventory System for MOC(H) Use. MOC(H) will 
begin development of the land inventory system described in Part 2, Section 
II.A.2. During the first year it will prepare a report summarizing the type
 
of record-keeping now in use for MOC(H)-owned land, and the procedures
 
followed when MUC(H) acquires land from other public agencies or from private
 
owners. It will summarize, insofar as is possible from existing records,
 
MOC(H)'s current land holdings, by location, use, and other characteristics.
 
Itwill prepare recommendations for introducing a new land inventory system,
 
and a timetable for accomplisning key steps.
 

3. Management Analysis of Institutional Capacity at MOC(H). A
 
management analysis of MOC(H)'s institutional capacity for implementing tne
 
various programs and policies contained in the Shelter Sector Strategy and in
 
this Sectoral Program will be carried out. Based on this analysis, MOC(H)
 
will prepare a priority agenda for tecnnical assistance, training, and
 
equipment support to strengthen its implementation capabilities and to help it
 
structure its operations to acnieve its ambitious targets.
 

4. More Effectively Target Housing Finance Subsidies. MOCH and
 
NHT will participate in a study of the magnitude and distribution by income
 
group of the subsidies implicit in their present mortgage assistance
 
programs. Based on this study, approaches to more effectively deliver housing
 
finance assistance to low-income households will be recommended.
 

C. 	Expand the Role of tne Private Sector (Formal and Informal) in
 
Shelter and Urban Services Delivery
 

1. Facilitate Informal Sector Shelter Provision. The Sector
 
Coordinating Committee will prepare a plan for strengtnening CBO and NGO
 
involvement in informal sector construction and settlement upgrading, and for
 
strengthening the community outreach capacity of MOC(H), NWC, and other public
 
agencies. In preparing tnis plan, itwill meet with community groups in
 
informal settlements to obtain their judgments as to the most cost-effective
 
types of external support that can be rendered, and the most burdensome
 
constraints imposed by current public-sector regulation of informal sector 
construction and development. 

2. Find Opportunities for Public-Private Collaboration in Shelter 
Provi sion 

MOC(H) will identify private firms that it has worked with to produce 
finished turnkey housing. Itwill obtain from these firms an indication of 
their interest in producing serviced sites on a turnkey basis and the 
conditions required for such participation. A 
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report will be prepared on the feasibility of using the private sector to
 
develop serviced sites.
 

The above Work Plan is intended to be indicative. Ifthe GOJ believes 
that it is m.- ,rgent to commence implementation of other aspects of the 
Sectoral Program described in Part 2, Section II,some substitution of 
first-year products can be negotiated prior to signing of the Implementation 
Agreement. 

III. TECHNICAL ASSISTANCE AND EVALUATION
 

Technical assistance will be provided to the Program through a US$3
 
million Development Assistance grant, plus $1 million in counterpart funding.
 
Its purpose is threefold: to help ensure timely implementation of the
 
agreed-upon changes in sectoral policy, to help institutions identify and deal
 
with critical bottlenecks in the shelter and urban services delivery system as
 
these arise, and to assess the impact of the Program upon sectoral practices
 
and GOJ development objectives.
 

Because technical assistance resources are severely limited, it is
 
critical that the Program, wherever possible, take advantage of related
 
technical assistance that is being offered by other donors or by AID under
 
other projects. Linkages will be established with the IDB land titling
 
project, with the World Bank program of institutional strengthening for NWC,
 
with AIJ's programs of institutional assistance for MOC(H) and Town Planning,
 
and with the World Bank's prospective program of shelter sector support.
 

The technical assistance planned under the Program will include: (1)
 
monitoring and management support; (2) help in carrying out well-defined field
 
projects and studies; and (3)collaboration in institutional strengthening,
 
including training programs in the United States and Jamaica. In addition, a
 
mid-term and final program evaluation will be conducted.
 

The Technical Assistance (TA) Plan embraces a general strategy of having
 
US and Jamaican institutions work as partners whenever possible. This
 
strategy has the obvious advantages of increasing familiarity with service
 
delivery institutions and lowering average TA costs, as compared to
 
predominant reliance on US-based technical assistance. More importantly, it
 
should nelp strengthen the sector by building up institutional and technical
 
capacity within Jamaica but outside of government service delivery
 
organizations. Such capacity can increase the chances of sustaining a
 
consistent policy direction during the inevitable re-shufflings of agency
 
roles resulting from political changes.
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A. 	Monitoring and Management Support 

Critical to the success of the sectoral program is careful monitoring of
 
progress in each of the implementing institutions, and in the sector as a
 
whole. Tne Planning Institute of Jamaica [PIOJI, in collaboration with
 
participating agencies and BMS, will document achievement of the physical
 
outputs and policy changes identified as pruducts in each year's work plan.
 
However, the monitoring system will have to identify at an early stage any new
 
constraints that have emerged to hamper Implementation, any special needs for
 
technical assistance or management strengthening, and, in particular, any
 
conflicts or incompatibilities between different sectoral institutions. Given
 
the large number of institutions involved In the sector, and the diverse
 
programs to be undertaken by each, it is proposed to retain a separate
 
monitoring and management support contractor who would:
 

o 	 Help design the reporting and monitoring system for individual
 
institutions, and collaborate with PIOJ In carrying out regular
 
monitoring.
 

o 	 Design a system for aggregating institution by institution reports
 
into a meaningful summary of sector activity, including Such items
 
as the sectoral mix of shelter production by shelter type and cost,
 
and aggregdte trends in mortgage finance (net interest rates and
 
subsidies to different types of borrowers, lending volume by
 
beneficiary group etc.) for the entire sector, arid for the public
 
and private sub-sectors. This system also will be used to measure
 
progress toward the Program's sectoral objectives.
 

o Assist in coordinating implementation efforts between agencies,
 
particularly by identifying and aiding in the resolution of
 
conflicts between agencies or identifying critical gaps not being
 
filled by any agency.
 

0 	 Provide liaison between the several sectoral agencies and USAID. An
 
important aspect of tns task will be to set up the Annual Review
 
Process in collaboration with AID/J, sectoral agencies, PIOJ, SCC,
 
and OPM.
 

o 	 Regularly assess emerging technical assistance needs or needs for
 
specialized studies or evaluations, and help identify Jamaican
 
private-sector firms or individuals who can meet these needs, either
 
on their own or in collaboration with TA from the United States.
 

It is proposed that a competitive contract for the lifetime of the
 
Program be awarded for monitoring and management support. The contract would
 
be set up so tnat it could serve, as well, as a vehicle for hiring other,
 
specialized TA needed to carry out snort-term st dies.
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B. Field Projects and Studies
 

This work involves the completion of well-defined individual tasks to be 
assigned by AID In partnership with the implementing agencies. Tasks will be 
performed by a Jamaican consultant or firm, a U.S. consultant or firm, or by the 
two groups in collaboration. Although it would be simplest at the outset to 
deliver short-term TA to specific agencies, the Program's sectoral goals will best 
be met by always working jointly with the different key institututions involved in 
a particular tasi area. For example, in assessing the possibility of lowering site 
development standdrds for minimally serviced lots, it iscritical that MOC(H), NWC, 
Town Planning Department, and the private architects' association and private
 
developers work out and accept common guidelines, based on common analysis of cost
 
impacts and risks. Thus any TA would work witn this group of institutions. This
 
will require setting up inter-agency and private sector groups as counterparts for
 
each technical assistance task. Although such a process can be time-consuming,
 
AID/J already has demonstrated tnrougn its technical assistance on development
 
standards that such groups can be established and function successfully, and that
 
their existence greatly speeds acceptance and implementation of tecnnical
 
assistance recommendations.
 

Tnis tecnnical assistance will be weighted toward the first two years of the
 
sectoral Program. During this period, pilot studies for future sector-wide
 
application will be carried out, as will analytical and management studies designed
 
to identify key bottlenecks in tne delivery system.
 

Among the specific tasks to be performed are:
 

Improving Land Titling Processes The objective of this task is to
 
significantly expedite the process of obtaining and conveying titles to land, both
 
in public sector settlement programs and in private market transactions. An
 
assessment of the weaknesses of the present titling system must first be
 
conducted. Then, a judgment must be made as to how far upgrading of urban land
 
titling can draw directly on the IDB-financed project for improving titling of
 
rural lands conveyed under agrarian reform. A modest amount of Technical
 
Assistance can be provided under the Program to address specific key constraints to
 
the land titling process, but thorough institutional reform may require additional
 
technical assistance resources from other donors,
 

Improving Land Development Standards and Development Applications Processing
 
Systems. A second phase of the AID/J Town Planning Project (funded under GrantNo.
 
5.-0117.02) is expected to be initiated shortly and should achieve most of the
 
objectives for analyzing the feasibility and benefits of lowering site development
 
standards, as well as providing for implementation of modified standards and
 
procedures for shortening the process of approval for
 

http:5.-0117.02
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development applications. This project already has set up the nigh-level
 
inter-agency and private sector policy panel that will serve as a model for
 
other technical assistance efforts.
 

Development of a Land Inventory System. This TA will work with MOC(H)
 
and other government agencies (particularly the Land Valuation Department and
 
infrastructure providing agencies) to begin construction of the land inventory
 
system called for in Part 2. The exact nature of the TA will depend on the
 
priority set of needs identified by MOC(H) in its first-year assessment.
 

Study of Constraints in the Rental Housing Market. Although the rental
 
housing market obviously is of paramount importance to the target population,
 
very little is known about its operation or the current constraints it faces.
 
This task will involve analysis of the laws, regulations, and agency
 
procedures related to the develoment and operation of rental nousing. Itwill
 
include research on the economics of rental market activity including
 
identification of the type of housing being rented to the target group, the
 
impact of rent controls, and investor characteristics and motivations. The
 
work will assess various options for improving operations of the residential
 
rental market (including, modification of current rent control laws).
 

Establishing Agenda for Improvements to the Private Housing Finance
 
System. The GOJ is now discussing a potential loan with tne World Bank wnicn
 
may focus associat2d technical assistance on the housing finance system. If
 
this loan is approved, it would provide a good basis for specializing the
 
technical assistance of the respective donors, leaving most of the housing
 
finance assistance to the Bank, which has established an excellent track
 
record in this field. In the snort run, a focused analysis of the interaction
 
between mortgage financing provided by the National Housing Trust and that
 
provided by the private sector warrants priority. Such a study would seek to
 
identify the policy measures and legal and regulatory restrictions that
 
inhibit a greater role for tne private sector in housing finance, with
 
recommendations as to a policy agenda for change.
 

Water Production Monitoring. Technical assistance in the water service
 
delivery sub-sector lends itself to more immediate implementation. This task
 
will establish baseline information that will allow NWC to manage its
 
distribution system; carry out pilot studies as to the effectiveness of leak
 
detection, repairs and other conservation strategies; and track the amount of
 
water for which no revenue is received through standpipe usage, illegal
 
connections, and other activities of priority poli(cy concern. The technical
 
assistance will assist NWC in setting up a system of bulk metering for all
 
production outlets entering the distribution system and for routinely using
 
this information for system management.
 

Leak Detection/Maintenance Procedures. This task will assist
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in NWC's short-term program for detection of major leaks and their repair in
 
the principal urban areas, as well as lay the groundwork for a longer-term
 
program to establish the routine capacity within NWC to carry out leak
 
detection and repair work. TA would consist of: training of 2 or 3
 
additional leak detection teams (NWC now has one); provision of leak detection
 
equipment, assistance in installing a work order tracking system to monitor
 
maintenance and repair effectiveness; and assistance inconducting the
 
economic studies necessary to determine the cost effectiveness of leak
 
detection/repair activities.
 

Pricing and Demand Studies. The purpose of this component is to
 
determine i tariff structure and set of installation fees that can make water
 
consumption affordable for all households, while not weakening the financial
 
position of NWC. Among the priority items for technical assistance are the
 
analysis necessary for determining a new policy toward standpipe provision and
 
pricing; tne pricing and method of cost recovery for off-site infrastructure
 
serving sites and services developments; and new pricing and collection
 
methods that Cdn improve collections experience in large-scale, low-income
 
developments.
 

Environmental Guidelines. It will be important to develop environmental
 
guidelines for incorporation into policy reform in the areas of water,
 
sewerage, and informal settlement development. External assistance to the
 
Sectoral Coordination Committee and individual agencies is contemplated in
 
this area to: work with appropriate Jamaican institutions to strengthen their
 
capacity to handle and conduct environmental assessments; review institutional
 
capabilities tnat can provide the mitigating measures necessary; and review
 
and recommend procedures to give the appropriate institutions the authority to
 
take tnese actions, as necessary.
 

C. Institutional Strengtneni n
 

There are five critical "institutions" in need of strengthening in the 
sector, although not all of them will demand technical assistance resources
 
from the Program. These are:
 

Ministry of Construction (Housing). The programs required to implement
 
the policy agenda under te sector Program call for a reorientation of the
 
efforts of MOC(H). Technical assistance, both short-term (as described above)
 
and long-term, will be required over the life of the Programi to bring about
 
this restructuring. Institutional strengthening will focus on implementing
 
the changes suggested by sector studies described above through training of
 
staff and coordination of Ministry activities.
 

National Water Commission. As noted In the section on institutional 
capacity, NWC is widely regarded as a "weak" institution, but one that 
occupies a critical role in the sector. The World Bank currently has a large 
program of institutional strengthening with NWC. This program has begun on 
the side of 
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financial policies and financial management, and is proceeding to improvement 
of billing and commercial operations. It seems undesirable for AiD/J to enter 
these areas, in potential conflict with the World Bank. Therefore, the 
Program will concentrate on developing long-term capacity in those areas of 
specific interest to program implementation. These include production 
monitoring, leak detection, repair and maintenance, capital bidp( .ing and 
programming, cost-recovery policies, and other policies relatir, to service 
delivery in low-income settlements. Institutioral aid to KWC isplanned to
 
consist of 6 person-years of protessional-level assistance (over Years 1-3 of 
the Program) and introduction of personal computers to operations and
 
maintenance. The rest of the personnel needs will have to be met by NWC
 
itself, through its sectoral commitment to upgrading inconnection with the
 
Program.
 

Town Planning Department. This department stands badly in need of 
personnel strengthening and introduction of personal computer systems.
 
However, these needs can be met under the separate AID grant-assistance
 
program. 

Community-Based Organizations, Non-Governmental Org;nizations and 
Community Outreach Activities of Service-Delivery Agencies.
 
IF Shelter and urtan services are to be re-targeted effectively on the needs 
of low-income and informal sector residents, there will nave to be much 
.greater institutional responsiveness to these communities. In part this will 
require strengthening (or creating) a capacity for community outreach within 
MOC(H) and NWC. Tnis in turn is partly a matter of creating permament offices
 
within the organizations to interact with these constituents, and partly a 
mdtter of producing specific, useful products with and for them. These
 
products might include manuals describing safe construction metnods and
 
economic materials for building in informal settlements; guidelines as to how
 
to organize for community standpipe service and how to approach NWC for
 
standpipe extension, etc.
 

The other requirement for institutional strengtnening is the network of 
community-based organizations and non-governmental organizations itself. This 
network currently is very weak, Unlike many other countries in the region, 
Jamaica has no organizations designed to lobby for the interests of informal 
settlements in mortgage financing, land titling, or water provision, and no 
history of organized self-help as to how settlements can work most effectively 
within the existing political and programmatic framewo,-k. 

Technical assistance on this front logically would start with two or more
 
conferences convening those CBOs, NGOs, and agency representatives that have
 
been Involved in key Program a:'ras to try to develop consensus on how public
 
sector institutions can work more effectively with this constituency.
 
Follow-up WJamaican) TA will be needed to help strengthen both sides of the
 
institutional interaction.
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National Housing Trust and Private Financial Institutions. As Indicated 
inthe section assessing institutional capabilies, NHT isa relatively strong 
Institution. Itis not proposed as a recipient of institutional assistance 
under this Program. Itisprobable, moreover, that a World Bank sector 
assistance project will involve Institutional collaboration with NHT. The 
Program proposes to leave to the competitive market the strengthening of
 
private financial institutions.
 

D. 	Illustrative Budget and Timetable
 

Tne accompanying tables provide illustrative detail on the budget and
 
timetable for tecnnical assistance. These figures represent the current best 
estimate of TA needs for the Program and, of course, are subject to revision 
as the Program evolves. The cost estimates are based on the following
 
assumptions:
 

1o 	 Monitoring Support and Management 
US/Joint venture contractor: US$120,000 per year for 5 years (7 
person-montns/year @ US$17,000/month)
 

2. 	 Field Projects and Studies 
16 tasks (average of 4 person-months/task) at US$75,000 per task.
 

3. 	 Institutional Strengtnening
 
MOCIH): 12 person-years in Years 3-5 of Program;
 
NWC: 6 person-years in Years 1-3 of Program;
 
Community programs: 5 person-months of external support,
 

plus 3 person-years of local support and
 
institutional back-up 

4. 	 Evaluation
 
One mia-term and one final evaluation.
 

IV. 	AID MANAGEMENT OF THE PROGRAM
 

The Program will be managed by the Regional Housing and Urban Development 
Office (RHUDO) for the Caribbean, with support from an AID/J project
 
committee. Overall policy aId programmatic guidance will be provided by the
 
Jamaica mission. Tne RHUDO Office iswell-positioned to carry out the Program
 
due to its overall knowledge of the sector and existing working relationships 
with tne key implementing institutions, as a result of nearly 20 years of 
experience implementing HG and DA projects. The RHUDO office iscurrently 
staffed with tnree direct hires, two U.S. PSC's and one FN PSC. 
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Table 4
 
Summary Cost Estimate and Financial Plan
 

For Tecnnical Assistance (US$O00)
 

Source 


Monitoring & Management
 
Support 


Snort-Term Field Projects
 
& Studies 

Tecnnical Personnel for
 
MOC(H) 


Tecnnical Personnel for
 
NWC 


Support for CBO & NGO
 

Network 


Training 


Evaluation/Audit 


Inflation 


Contingency @5% 

TOTAL 


AID Host Country
 
FX LC FX LC Total
 

600 0 0 200 800
 

800 200 0 333 1,333
 

0 300 0 100 400
 

0 270 0 90 360
 

50 150 0 67 267
 

280 32 0 104 416
 

175 0 0 58 233
 

(Incorporated in Above Estimates at 5% per annum
 
for FX and 10% per annum for local currency]
 

95 48 0 48 191
 

2,000 1,000 0 1,000 4,000
 



Table 5 

Projection of Technical Assistance Expenditures
 
By U;S. Fiscal Year (US$000) 

1989 1990 1991 1992 1993 
AID AID Host* AID AID Host* AID AID Host* AID AID Host* AID AID Host* 

Element FX LC LC FX LC LC FX LC LC FX LC LC FX LC LC 

Monitoring & 
Management Support 150 0 50 112 0 37 112 0 37 113 0 38 113 0 38 

Short-Tern Field 
,-rjects & Studies 250 50 100 250 60 103 !50 40 63 100 30 43 50 20 23 

Technical Personnel 
for MOC(H) 0 0 0 0 0 0 0 95 32 0 100 33 0 105 35 

Technical Personnel 
for MC 0 85 28 0 90 30 0 95 32 0 0 0 0 0 0 

Support for COO & 
NGO Network 25 40 22 25 40 22 0 30 10 0 20 7 0 20 7 

Equipment & 
Training 110 10 40 110 10 40 60 12 24 0 0 0 0 0 0 

Evaluation/Audit 0 0 0 0 0 0 75 0 25 0 0 0 100 0 33 

Contingency @ 51 27 9 12 25 10 12 20 14 11 10 8 6 13 7 7 

TOTAL 562 194 252 522 210 244 417 286 234 223 158 127 276 152 143 

AID Totals 756 732 703 381 428 

*There are roeIC FX expenditures 
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Table 6 
Methods of Implementation and Financing 

AID-Financed Tecnnical Assistance (US$M00) 

Method of Implementation Method of 

,_.Financing 


AID Institutional Contracts* Direct Payment 


Host Country PSCs HC Reimbursement 


AID Commodity Purchase Order Direct Payment 


* Separate Contracts for: 

Monitoring & Management Support
 
& Snort-Term Projects 


Mid-term Evaluation 

Final Evaluation/Audit 
CBO/NGO Networking 


Approximate

Amount
 

2,000
 

700
 

300
 

(1,700)
 
( 75) 
C 100) 
( 125) 
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ANNEX I
 

BACKGROUND DOCUMENTATION
 

The Sector Approval Document for this Program encompasses the
 
analyses, findings and recommendations of a range of studies
 
undertaken by USAID, World Bank and the Government of Jamaica
 
including:
 

Management Audit of the Kingston-St. Andrews Town Planning
 
Department
 

Low Cost Housing Informal Sector Study
 

AIU/J Private Sector StrAtegy
 

Review of the Jamaican Health Sector
 

Presentations to the Prime Minister's Task Force on Housing
 
Finance of 1985
 

Project Evaluations of 532-HG-OlO, 532-HG-011 and 532-0067 Low
 
Cost Shelter Development Tecnnical Assistance Project
 

Engineering and Operational Assessment of the National Water
 
Commission
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PROJECT DESIGN SUMMARY
 

LOGICAL FRAMEWORK
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AND PLANNINGMINISTRY OF FINANCE 
30 NATIONAL HEROES CIRCLE,

Iem'lltt lI uullllnmvusimuul 
@SIOmOI

CSUliUII 
e II 12.Awe Nin. ,,s' COM P.O.to INC & Box 

voturnl~asue..m 4110 "Ie KINGSTON, 

JAMAICA 

30th June, 198B
 
925/06 


Mr Bill Joslirs 
Director
 

for International DevelopmentUnited States Agency 

Mission to Jamaica
 
6 0:ford Road
 
Kingston 5
 

Dear Sir,
 
I am acknto'~dedgirig on behalf of the Horourable
 

of the 27th flay,
Prime Minister and Minister of Finance letter 

1988, about the proposed H1-013 Loan Programne. I am also in 

Lane Smitl's letter to the Honourable
 receipt of a copy of Mr 

Minister of Construction (Housing). conveying US 

Bruce Golding. $50.0 million inmak~ing up to USAID/Jamaica's interest ini 
available to the Government to support the 

Housing Guarantee Loans 
and urban services 

development of a self-sustaining shelter 

delivery system.
 

requestof Jamaica I herebyof the Governmen 
effect a HoLsIng Guarantee Loan Programme ofOr behalf 

that US AID kindly 
year duration of approximately 

up to US $50.0 million mvith a five 
annum. I also request that this programme

US $10.0 million per Of up Lo LIS $3.0. million for" Lechticalb. supported b a Lrant 
Lo implement the 

to strenghteii iiisttituliuonal capacity
assistance be 

It PuWild also boi appr rr.iated il Lhe fii aricinlg COid 
Programme. that fle,.ibilitythe Goverrieiient and
effected on a direct basis to 

the local
ill the use Olf botLh fordigri currency and 

be permitted within its 
currelicy genierationi therefrom for priority purposes 

budget.
 

tlat. t.lie purpose of the Programme is to 
It is recognised 

in the shelter delivery
procedural constrainotseliminate policy and 

those policies arid 
and that it is irLended to supportsystem of a broadthat enhance the development

practices of the Government 
basic services, inclUding potable

of housing soltions aridmix that 
water, drainage and electricity for low-income persons and 

will agree sectoral targets
and the 9cvernrrenteach year US AID to the 

year anid review performarce in regard
for the coming 

arid Largets. The F'rogram,,I.
previous year's eectorsl goals 

of a selle-sustaiirngthe broad goalassist in supportingshould thus of the
and strengthen implementation

shelter delivery system 
policies arid practices of 

Sector Strategy and the
National Shelter and

i ivolved in the provision ot shelter 
those or-ganiisations 
services. 

to the 
We do look forward to your aussistaiic. ir regard 


above Housing Guarantee Loari Programmne request.
 

Your fs ly. 

SW M I mer 
Flisaicjalrt Secretary 



ACTION: AID-5 INFO: AMB 3CM ECON POL
 

TZCZCKG0271 
 24-JUN-8I 

PP RUEflG 

DE RUEHC #3278 1760651 

ZNR UUUUU ZZH 

*P 240449Z JUN 88 

FM SECSTATE WASHDC
 

TO AlEMBASST KINGSTON PRIORITY 6876
 

IUNCLAS STATE 203278 

AIIAC
 

E.O. 12356:6: N/A
 
'TAGS:
 
SUBJECT: *JAMAICA SHELTER AND URBAN SERVICE POLICY
 
PRIGRAM (532-HG-013; 532-1049) SECTOR CONCEPT PAPER
 
(ScP) REVIEW
 

REFS: (A) KINGSTON 5013 (3) STATE 176528
 

1. THE SUBJECT PROGRAM SECTOR CONCEPT PAPER (SCP) HAS 
BEEN REVIEWED AND APPROVED, THE MISSION MAY PROCEED TO
DEVELOP THE SECTOR APPROYAL DOCUMENT (SAD) FOR TIE 
PROPOSED PROGRAM IN ACCORDANCE WITH GUIDANCE PROVIDED IN 
REF I, TA[ING INTO ACCOUNT SPECIFIC AREAS REQUIRING 
ELAPORATION AS INDICATED IELOW,
 

S2. THE POLICY COMPONENT 

'TE!, SC? PROPOSES USING EOUSING GVARANTEE RESOURCES TO 
LE!.R POLICY, REGULATORY, AND INSTITUTIONAL REFORMS TEAT 
I.EA TO INCREASED ACCESS ]Y TkE URBAN POOR TO SERVICED
 
LA'D, POTABILE WATER, SEWERAGE, AND CONSTRUCTION CREDIT
 
IN k COST-RECOVERAILE, SELFSUSTAINING WAY. TEE GOALS
 
AND, IN P.RTICULAR, TEE 3ENCHMAP4S IDENTIFIED IN THE SCP 
SROUL3 BE CONSIDERABLY EIPANIED UPON IN THE SAD,
 
IT IS NOT CLEAR FROM THE SCP WEAT ARE TIE FULL EXTENT OF
 
T__ POLICY AND REGULATORY CONSTRAINTS AND THEIR RELATIVE
 
IMPORTANCE FOR EFFECTIVE OPERATIONS IN THE SECTOR,

PLEASE NOTE T' AT GUIDANCE PROVIDED IN REF B, PARA 4],

STATES THE NEED FOR R.ANIING OF CONSTRAINTS IN ORDER OF
 
IMPORTANCE, MOREOYER, TEE MISSION'S PROPOSED
 
CONDITIONALITY AND DISTURSEMENT STRATEGY TO BE INCLUDED
 
IN THE SAD SHOULD REFLECT THE STRATEGIC IMPORTANCE OF
 
TIESE CONSTRAINTS AND TIEIR ELIMINATION FOR TIE
 

• -ACHITVEMENT OF PROGRAM GOALS. BENCHMARKS SHOULD SE 
EXPPESS]D IN TERMS WHICE WOULD ALLOW TEE MISSION TO SET 
SP-CIFIC TARGETS FOR MEASURINGPERFORMANCE,
 

3. THE TECHNICAL ASSISTANCE COMPONENT
 

AS NOTED IN REF 3, A DETAILED TECHNICAL ASSISTANCE PLAN
 
SEOULD BE INCLU]DEl IN THE SA],
 

4. T!/E GRACE PERIOD ON INTEREST PROVISION 

UNCLASSIFIED, STATE 203278
 

TOR: 12:32
 
CN: 25142
 
CIRG: AID3ST: AID
 
ADD:
 



UNCLASSIFIED 
 STATE 203278
 
TjE COINTRY RIS[ ASSESSMENT COMPLETED 3T PPC/EA FOR JAMAICA

CONCLUDES TEAT WEILE COUNTRY CONDIT!ONS PROVIDE A REASONASLE
ASSURANCE OF REPAYMENT $YER THE TYPICAL LOAN TERMS OF A 1IG,
THER]F IS A RELATIVELY HIGI PROBABILITY THAT THE LOAN WILL 3E
SUMJECT TO RESCHEDULING OVER TIE NEXT TIREE YEARS. UNDER TICIRCUMSTANCES, PPC RECOMMENDS THAT EITIER PROVISIONS FORCAPITALIZATION OF INTEREST WITHIN THE FIRST THREE TEARS OF TGRACE PERIOD BE INCLUDED IN THE PIG LOAN OR TIE LOAN SIOULDPOSTPONED. 
TO ADDRESS THESE CONCERNS, -THE MISSION SHOU0ILI

INCLUDE IN THE SAD AN ANALYSIS OF TIE IMPACT OFTHE 
 Cof%
 
CAPITALIZATION ON THE PROGRAM.
 

5, ENVIRONMENTAL DETERMINATION
 

AN ENVIRONMENTAL DETERMINATION SHOILD ME INCLUDED IN THE SADCONSISTENT VITi POLICIES AND PROCEDURES APPLYING TO ESF CASE
,TRANSFER PROGRAMS AND PAAD ]DOCUMENTATION FOR THOSE PROGRAMS.

'TEE MISSION SROULJ INCORPORATE ENVIRONMENTAL CONSIDERATIONS

INTO TIE DESIGN OF THlE SUEJECT SAD. SIORTTERM TA SIOULD 2E
CONSIDERED TO ASSIST IN DEVELOPMENT OF ENVIRONMENTAL GUIDELI.

TO BE INCORPORATED INTO POLICY REFORM IN THE AREAS OF WATER,

SEWERAGE AND SEELTER SERVICES,
 

6*, SAD REVIEW AND APPROVAL
 

PER REY. 
(3), TEE SAD WILL BE AUTHORIZED BY THE ADMINISTRATO
PLEASE FORWA)RD THE PROGRAM DOCUMENT TO A.ID./W AT LEAST TWO
WEE[S PRIOR TO THE PLANNED REVIEW ISSUES MEETING. TWO WEE[S

THE MINIMUM TIME NEEDED TO PERMIT TIMELY DUPLICATION AND
DISTRIBUTION OF THE DOCUMENT TOR A COMPREHENSIVE REVIEW,

SETLTZ
 
BT
 
#3278
 

:NNNN
 

UNCLASSIFIED 
 STATE 203278
 



ENVIRONMENTAL DETERMINATION
 

A. 	Project Location: Jamaica
 
Project Title: 
 (a) Shelter and Urban Services Policy


Program 532-HG-013
 
(b) Technical Support for Shelter and
 

Urban Services Policies Program
 
532-0149
Funding (LOP): 
 US$ 50 million Housing Guarantee
 
US$ 3 million DA


Life of Project: 
 5 years (1988-1993;

Mission Determination: CATEGORICAL EXCLUSION
 
Prepared by : 
 Charles R. Mathews, Mission
 

Environmental Officer
 

Date: 
 July 21, 1988
 

B. 	ActivityDescription
 

The proposed project consists of a $60 million HG sectoral
loan and up to $3 million grant for technical assistance to the
Government of Jamaica to support the development of a
self-sustaining system to deliver affordable shelter and related
urban services for lower income families, and to implement the
National Shelter Strategy, In order to reach this goal, AID Will
support the Government of Jamaica in re-orienting its policies,
procedures, programs, and instititions involved to more closely
focus on the provision of ser'riced 
land, the upgrading of slum
areas 
through provision of infrastructure, and the overall
facilitation of private investment in the sector for production
and long-term financing of shelter. 
 These objectives are
embodied in the 1987 National Shelter Strategy.
 

As a sector loan, US dollars will be disbursed to the GOJ
based on agreed policy-related improvements in the sector. 
 These
will be established yearly in consultation between AID and QOJ.
Neither the US dollars nor 
any local currency generated by those
 
dollars will be tracked.
 

The genesis of this project is in the recognition by AID and
the GOJ that current approaches in the shelter sector will not
alleviate the demand for affordable shelter for the urban poor of
Jamaica. 
As a result of the deficiencies in the system for the
delivery of shelter and urban services, the cities of Jamaica are
beset by proliferating slums, character1zed by inadequate access
to water and sanitation, environmental degradation resulting from
poor sanitation and development at densities and in locations
Unsuitable for habitation, inefficient use of scarce land
resources on 
the 	island, and public health problems. A further
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effect of the inability of the market to respond to 
shelter demand
 

is overcrowding of the existing housing stock, which results in
 

overloading and breakdown of the infrastructure. 
A further
 

complication of this pattern of development is that individiuals.
 

deprived of essential services, especially water supply, 
make
 

illegal connections to the system. jeopardizing 
this essential
 

service.
 

The Government response. supported by past HG 
loans, has been
 

to upgrade slum areas by providing adequate infrastructure 
and
 

reducing the density where necessary, and providing land 
title to
 

spur more permanent and sanitation investments in the property 
by
 

It has also invested in servicing raw land with
the resident. 

water, sewerage, roads and drainage for sale of individual 

plots
 

to those who otherwise would be squatting on public and private
 
This planned
land, with all the concomitant problems noted above. 


Program will strongthen these Government initiatives through 
a
 

sectoral lending approach.
 

Also supported by this Program will be policy and programma

tic initiatives by the National Water Commission to provide
 

potable water at sustainable costs through the use of low-cost
 

technologies (e.g. standpipes) and innovative cost recovery
 
Another area
mechanisms to ensure replicability of solutions, 


will be better management and maintenance of the extensive 
water
 

infrastructure investment to increase overall operating
 

efficiency, decrease water losses, and reduce the cost 
to the rate
 

These will all serve to preserve a natural resource 
while
 

payer. 

making it more accessible to the public.
 

The Program will support the overall enhancement of the 
role
 

of the private sector in shelter production and long-term
 

financing, through the elimination or modification of 
Government
 

regulations and procedures that currently constrain the 
private
 

sector, and through new approaches to encourage and direct 
private
 

The result will be
 investment toward *he lower income market. 
 an alternative
mOte rapid expansion of the housing stock as 

settlement pattern to the further proliferation of slum 

areas.
 

A sample list of the types of investments that could 
be
 

expected from this sectoral Program follows:
 

Extension of water and sewerage service to underserved
 -
areas.
 

- servicing of raw land for privately-funded shelter 

development. 

.7 
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- Standpipe construction. 
- Water leak detection devices. meters and other equipment 

to better manage water Us.
 
Private investment in shelter, especially for the lower
 

income market.
 

All of these investments will lead to an improvement in the
 

environment, through improvement of environmentally hazardous
 
slums, deterrence or further slum proliferation through the
 
provision of alternative environmentally sound shelter. and
 
improvements in efficiency in the use of essential resources, most
 

notably land and water.
 

AID/RHUDO has been involved for a number of years through HG
 
and DA projects with the key institutions involved with the
 
provicion. financing, and regulation nf shelter. The deeiqn
 
standards applied in construction to prevent pollution of
 
groundwater, deleterious runoff, and protection of streams and
 
floodplains in new developments are considered adequate. Jamaica
 
has strict site development standards, and the compliance among 
A&E firms and local developers is high. New developments are 
approved by a Town Planning Department after adequate review by an 
environmental divicion in the Ministy nf HeAlth. Tn the case of 
upgrading, design is typically done by the Government with 
qualified professionals following appropriate design standards. 
In these projects, a marked environmental improvement results due 
to improved drainage and sanitation. The design standards epplied 
by the National water Commission in extending aystems are 
considered adequate. (Development of new water sources is not 
envisioned as a result of this program: on the contrary.
 
improvements in water management, which will be part of the
 
overall policy "agenda" for the Program will reduce or delay the
 
need for development of new sources).
 

The grant project to support the HG sector Program will be
 
uood for long and £hort term TA, studies, training, and a limited
 
number of commodities associated with the management tasks of the
 
public bodies involved (e.g. computers). The grant will
 
accomodate funding for technical expertise, local or U.S., to
 
supplement existing staff of the institutions involved.
 
Specifically, TA will be provided to zeview current legislation
 
and procedures relevant to mitigation of potential environmental
 
consequences. Technical assistance will also be directed to
 
appropriate Jamaican institutionc to strengthen their capacity to
 
undertake environmental assessment and deGign mitigaotion measures.
 

/
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C. Disussion 

The proposed project is sectoral in nature with the objective of
 
influencing changes in policy, procedures, programs and
 
institutions. Such objective does not require, prior to

approval of financing or prior to implementation of specific

activities, knowledge of or 
control over, the detiails of the
 
specific activities that may have an effect on the physical and
 
natural environment for which financing is provided by AID. The
 
proposed project therefore qualifies for a categorical exclusion.
 

While it is not anticipated that at any time during project

implementation, that review or approval of project activity will
 
become subject to control of AID, except to the possible extent
that policy improvements pursuant to project objectives will be
 
the subject of yearly consultations, we are mindful that there
 
will be construction activity which has potential for temporary

adverse environmental impact. It is therefore planned that the
 
initial and subsequent yearly consultations include an agenda

item to deal with the necessity to be aware of potential harm to
 
the environment and to incorporate protective or mitigating
 
measures in the designs and implementation of such construction
 
activity.
 

Considering the above and the criteria in Section 216.2 
(c) (1)

(ii) and (3) of AID's Environmental Procedures, the proposed

project is determined to qualify for a Categorical Exclusion and
 
is an action for which an Initial Environmental Examination is.
 
generally not required.
 

This statement is submitted for Bureau Environmental review in
 
accordance with Section 216.2 
(3) of AID's Environmental
 
Procedures.
 

D. Aporoval 

Appro ved:______ Date:-7;
 

Disapproved:

Thomas R. Tifft,
 
Acting Miouion Director
 

Clearance:
 
RHUDO:LSmith
 
ADDIR:PCrowe
 

0211V
 



THE HOUSING GUARANTY PROGRAM APPENDIX 5A 

STATUTORY CHECKLIST 

NAME OF COUNTRY 

PROJECT NO. 532-HG-013 

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

A. General Criteria Under HG Statutory 

Authority. 

Section 221 (a) 

Will the proposed project meet the
 
following criteria.
 

(1) is intended to increase the availa
bility of domestic financing by
 
demonstrating to local entrepreneurs
 
and institutions that providing low
cost housing is financially viable; YES
 

(2) is intended to assist in marshalling
 
resources for low-cost housing; YES
 

(3) supports a pilot project for low-cost
 
shelter, or is intended to have a
 
maximum demonstration impact on
 
local institutions and national
 
policy; and, YES
 

(4) is intended to have a long run goal
 
to develop domestic construction
 
capabilities and stimulate local
 
credit institutions to make
 
available domestic capital and
 
other management and technological
 
resources recuired for effective low YES
 
cost shelter programs and policies.
 

Section 222(a)
 

Will the issuance of this quaranty cause
 
the total face amount of guaranties issued
 
and outstanding at this time to be in 
 NO
 
excess of $1,71P,O00,OO? NO 

Will the quaranty be issueu prior to YES
 
Seotember 30, i19t-?
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Section 222(b)
 

Will the proposed guaranty result in 
activities which emphasize: 

(1)projects providing improved home 
sites to poor families on which to 
build shelter and related services; 
or 

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


(3) 	slum upgrading projects designed to 
conserve and improve existing shelter; 
or
 

(4)shelter projects for low-income people
 
desianed for demonstration or institu-
tion building; or
 

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

Section 222(c)
 

If the project reauires the use or con
servation of energy, was consideration 
given to the use of solar energy
 
technologies, where economically or 
technically feasible? 


Section 223(a)
 

Will the A.I.D. guaranty fee be in an
 
amount authorized by A.I.D. in accordance 
with its delegated powers?
 

Section 223(f)
 

Is the maximum rate of interest allowable
 
to the eligible U.S. Investor, as
 
prescribed by the Administrator, not more 
than one percent (1%) above the current 
rate of interest applicable to housing
 
mortgages insured by the Department of 
Housing and Urban Development?
 

YES 

YES
 

YES 

YES 

YES
 

YES
 

YES
 

YES
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Section 223(j) 

(1)Will the proposed Housing Guaranty 
be coordinated with and complementary 
to other development assistance in the 
host country? __S 

YES 

(2)Will the proposed Housing Guaranty 
demonstrate the feasibility of 
particular kinds of housing and other 
institutional arrangements? YES 

(3)Is the project designed and planned 
by A.I.D. so tlat at least ninety 
percent (90%) of the face value 
of the proposed guaranty will be for 
housing suitable for families below 
the median urban income for housing 
in urban areas, in the host country? 

YES 

(4)Will the issuance of this guaranty 
cause the face value of guaranties 
issued with respect to the host country 
to exceed 525 million in any fiscal 
year? 

NO 

(5)Will the issuance of this guaranty 
cause the average face value of all 
housing guaranties issued inthis 
fiscal year to exceed $15 million? NO 

Section 238(c) 

Will the quaranty agreement provide that 
will cover only lenders who are "eligible 
investors" within the meaning of this 
section of the statute at the time the 
guaranty is issued? __S 

YES 

B. Criteria Linder 
Act Authority. 

General Foreign Assistance 

Section 620/620A 

(a)Does the host country meet the general 
criteria for country eligibility under 
the Foreign Assistance Act as set forth 
in the country eligibility checklist 
preparec at the beginning of each year? 

YES 

1, 
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(2) Is there any reason to believe that 
circumstances have changed in the host
 
country so that it would now be in
eligible under the country statutory NO 
checklist? 



TECHNICAL SUPPORT FOR SHELTER AND URBAN
 

SERVICES POLICY PROGRAM
 

STATUTORY CHECKLIST
 

3M (2) PROJECT CHECKLIST
 

Listed below are statutory criteria
 
applicable to projects. This section
 
is divided into two parts. Part A.
 

.includes criteria applicable to all
 
projects. Part B. applies to projects

funded from specific sources only:

B.1. applies to all projects funded
 
with Development Assistance loans, and
 
B.3. applies to projects funded from
 
ESF.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST 
 Yes, in November, 1987
 
UP TO DATE? HAS Jamaica FY88
 
STANDARD ITEM
 
CHECKLIST BEEN
 
REVIEWED FOR THIS Yes
 
PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT 

1. 	FY 1985 Continuing Resolution
 
Sec. 525; FAA Sec. 634A.
 

Describe how authorizing and 
 Congress has been notified in

appropriations committees of 
 accordance with routine A.I.D.
 
Senate and House have been or 
 procedures

will be notified concerning
the 	project.
 

2. 	FAA Sec. 611(a)(1). Prior to
 
oDigation in excess of
 
$500,000, will there be (a) N/A 
engineering, financial or
 
other plans necessary to
 
carry out the assistance and
 
(b) a reasonably firm estimte
 
of the cost to the U.S. of
 
the assistance?
 

3. 	FAA Sec. 611(a)(2). If No further legislative action is
furtner iecislative action is 
 necessary within Jamaica.
 
required within recipient

country, what is basis for
 
reasonable expectation that
 
such action will be completed
 
in time to permit orderly

accomplishment of purpose of
 
the 	assistance? 



4. 	 FAA Sec. 611(b); FY 1985 
Continuing ResoJltion Sec."501. If for wautr Or
 
water-related land resource
 
construction, has project met
 
the principles, standards,
 
and procedures established
 
pursuant to the Water
 
Resources Planhing Act (42
 
U.S.C. 1962, et seq.)? (See

AID Handbook 3 for new
 
guidelines.)
 

5. 	 FAA Sec. 611(e). If project 
is capital assistance (e.g.,
construction), and all U.S. 
assistance for it will exceed 
£1 million, has Mission 
Director certified and
 
Regional Assistant
 
Administrator taken into
 
consideration the country's
 
capability effectively to
 
maintain and utilize the
 
project?
 

6. 	 FAA Sec. 209. Is project 
susceptible to execution as 
part of regional or 
multilateral project? If so, 
why is project not so 
executed? Information and 
conclusion whether assistance
 
will encourage regional
 
development programs.
 

7. 	 FAA Sec. 601(a). Information 
and conclusions whether 
projects will encourage
efforts of the country to: 
(a) increase the flow of 
international trade; (b)
foster private initiative and 
competition; and (c) 

encourage development and use 

of cooperatives, and credit 

unions, and savings and loan 

associations; (d) discourage 

monopolistic practices; (e)

improve technical efficiency 

of industry, agriculture and
 
commerce; and (f) strengthen
 
free labor unions.
 

N/A
 

N/A 

No, 	although itwill carplement other
 
development activities in Jamaica by
other donors, including the IBRD, IDB 
and UNDP.
 

The project will facilitate maximrum use
 
of private sector institutions and
 
individual initiative to increase avail
ability of shelter and related urban 
services among the poor. Anong key
initiatives to be promted by the project
include: private developer construction 
of serviced hcme sites and low cost dwelling
units; ham improvement and mortgage
lending by credit unions, cooperatives and 
banks; and dwelling unit construction and 
services improvement by caunity-based 
and non-governmental organizations
including the informal sector. 



8. 	 FAA Sec. 601(b). Information 
and conclusions on how 
project will encourage U.S. 
private trade and investment 
abroad and enccturage private
U.S. participation in foreign 

assistance programs 

(including use of private

trade channels and the
 
services of U.S. private
 
enterprise).
 

9. 	FAA Sec. 612(b), 636(h); FY 

1985 Continuing Resolution 

Sec. 507. Describe steps 
taken to assure that, to the 

maximum extent possible, the
 
country is contributing local
 
currencies to meet the cost
 
of contractual and other

services, and foreign 

currencies owned by the U.S.
 
are utilized in lieu of
 
dollars.
 

10. 	FAA Sec. 612(d). Does the 

U.S. own excess foreign
 
currency of the country and,
 
if so, what arrangements have
 
been made for its release?
 

11. 	FAA Sec. 601(e). Will thp

project utilize competitive

selection procedures for the
 
awarding of contracts, except

where applicable procurement
 
rules allow otherwise?
 

12. 	FY 1985 Continuing Resolution
 
Sec. 522. If assistance is 

for the production of any

commodity for export, is the 
commodity likely to be in
 
surplus on world markets at
 
the time the resulting
 
productive capacity becomes
 
operative, and is such
 
assistance likely to 
cause
 
substantial injury to U.S.
 
producers of the same,
 
similar or competing
 
commodity?
 

The project will encourage U.S. private
trade through importation of required
materials to support infrastructure 
improvements and housing construction. 
Private U.S. contractors will furnish
 
part of the technical assistance require
ments of the project. 

The GOJ isrequired under the project to 
provide counterpart contributions in
cash 	and/or in kind to achieve pruposes 
of the project.
 

The U.S. has no foreign owned currencies.
 

No
 

Yes
 

N/A
 



13. 	FAA 118(c) and (d). Does the 

project comply with the
 
environomental procedures set
 
forth in AID Regulation 16.
 
Does the project or program
 
take into consideration the 

problem of the destruction of
 
tropical forests?
 

14. 	FAA 121(d). If a Sahel
 
project, has a determination 

been made that the host
 
government has an adequate
 
sysem for accounting for and
 
controlling rereipt and
 
expenditure of project funds
 
(dollars or local currency
 
generated therefrom)?
 

15. 	FY 1985 Continuing Resolution
 
Sec. 536. Is disbursement of 

the assistance conditioned
 
solely on the basis of the
 
policies of any multilateral
 
institution?
 

16. 	ISDCA of 1985 Sec. 310. For 

development assistance 

projects, how much of the 
funds will be available only 
for activities of 
economically and socially 
disadvantaged enterprises, 
historically black colleges 
and universities, and private 
and voluntary organizations 
which are controlled by
 
individuals who are black
 
Americans, Hispanic
 
Americans, or Native
 
Americans, or who are
 
economically or socially
 
disadvantaged (including
 
women)?
 

Yes
 

N/A
 

N/A
 

No
 

Technical assistance and short-term
 
training in the U.S. are the main
 
components identifiable for these 
kinds of enterprises, colleges, etc., 
although these activities will rely 
heavily on assistance from Jamaican 
professionals. Assistance from 
expatriates will -=necessary. 
US$1,625,000 has been reserved for 
TA for this purpose.
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B. FUNDING CRITERIA FOR PROJECT
 

1. 	Development Assistance 

Pro~ect Criteria 


a. 	FAA Sec. 102(a), 111, 
113, 281(a ). Extent to 
which activity will (a) 
effectively involve the 
poor in development, by 
extending access to 
economy at local level, 

increasing 
labor-intensive 
production and the use of 
appropriate technology, 
spreading investment out 

small 
from cities toural 
towns and rural areas, 
and insuring wide 
participation of the poor 
in the benefits of 
development on a 

sustained basis, using
 
the appropriate U.S. 

institutions; (b) help 

develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and 

otherwise encourage
 
democratic private and 

local governmental 
institutions; (c) support 
the self-help efforts of
 
developing countries; (d)
 
promote the parcicipation 
of women in the national
 
economies of developing
 
countries and the
 
improvement of women's
 
status, (e) utilize and
 
encourage regional
 
cooperation by developing
 
countries?
 

The peject goal is to promote a 
self-sustained system for the delivery

of improvenents in the living conditions 

of the poor through the tac-ision of 
shelter, water, sewerage and other 
services for shelter development. The 
TA will support institutions in their 
provision of the necessary technical 
and services inputs (land and infra
structure) to permit low income popula
tions and the informal and formal private 
sectors to function more efficiently in 
shelter construction. The project will 
prcmote use of more affordable and 

standards and technologies toappropriate 
enhance accessibility to private home
 
ownership and related services by low 
incane groups. The project will praote 
appropriate capital inputs for land 
iprovement, services delivery and 
construction credit on a nation-wide 
basis.
 

The project will praote cooperation 
between public and formal sector institu
tions and camunity-based non-governmenta 
and informal sector organizations. The
 
objective will be to strengthen their
 
capacity to provide a context to 
capitalize self-help and lower cost 
solutions to shelter delivery.
 

Wdmen will directly benefit frm
 
increased access to affordable, healthful 
shelter and urban services. 

|/
 



b. 	FAA Sec. 103, 103A, 104,
 
105, 106. Does the
 
project fit the criteria 

for the type of funds
 
(functional account)
 
being used?
 

c. 	FAA Sec. 107. Is
 
emphasis on use of
 
appropriate technology
 
(relatively smaller,

cost-saving, labor-using 

technologies that are
 
generally most
 
appropriate for the small
 
farms, small businesses,
 
and small incomes of the
 
poor)?
 

d. 	FAA Sec. 110(a). Will
 
the recipient country

provide at least 25% of
 
the costs of the program,

project, or activity with
 
respect to whch the
 
assistance is to be
 
furnished (or is the
 
latter cost-sharing
 
requirement being waived
 
for a 'relatively least
 
developed country)?
 

e. 	FAA Sec. 122(b). Does 
the activity giveheaonable prie ofor 
reasonable promise of 
contributing to the 
development of economicresources, or to the 

increase of productive
 
capacities and
 
self-sustaining economic
 
growth?
 

Yes
 

Yes
 

Yes
 

Yes. The project will prcmote the 
development of self-sustaining systems

land, water, sewerage and other 
services delivery. These services are
vital to maintaining and increasing
productivity and sustained econcnicgrowth.
 



f. 	 FAA Sec. 128(b). If the 
activity attempts to in-
crease the institutional 
capabilities of private 
organizations or the 
government of the 
country, or if it 
attempts to stimulate 
scientific and 
technological research, 
has it been designed and 
will it be monitored to 
ensure that the ultimate 
beneficiaries are the 
poor majority?
 

g. 	FAA Sec. 281(b). 

Describe extent to which 
program recognizes the 
particular needs, 

desires, and capacities 

of the people of the 

country; utilizes the 

country's intellectual 
resources to encourage 
institutional 
development; and supports 
civil education and 
training Ln skills 
required for effective 

participation in
 
governmental processes
 
essential to
 
self-government.
 

Yes. The project will strengthen both 
public and private institutions' capacity 
to deliver urban services and shelter 
affordable by the poor. The project 
will directly support 532-HG-013 which
 
will require certification by the GOJ
 
that program outputs are affordable 
to families with inomes below the 
median for Jamaica (low income). 

The project will increase availability
 
of low cost privately owned serviced 
land and shelter by low income groups. 
Jamaican expertize will be used to
 
the maximum extent possible as TA.
 
Training intechnical and managerial
 
skills to build self-sustainable
 

isinstitutions and delivery systems 
a major objective. Government 
cooperation with informal and ccumunity
based organizations will be prcmted to 
enhance participation by low incone 
groups in public sector decision-making 
proesses 
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C. Other Restrictions 

1. FAA Sec. 122(b). If 
development loan, is 
interest rate at least 2% 
per annum during grace
period and at least 3% per
annum thereafter? 

N/A 

2. FAA Sec. 301(d). If fund is 
established solely by U.S. 
contributions and 
administered by an 
international organization,
does Comptroller General 
have audit rights? 

N/A 

3. FAA Sec. 620(h). Do 
arrangements exist to insure 
that United States foreign
aid is not used in a manner 
which, contrary to the best 
interests of the United 
States, promotes or assists 
the foreign aid projects or 
activities of the 
Communist-bloc countries? 

Yes 

4. Will arrangements preclude 
use of financing: 

a. FAA Sec. 104(f); FY 1985 
Continuing Resolution 
Sec. 527. (1) To pay 
for performance of 
abortions as a method of 
family planning or to 
motivate or coerce 

Yes 

persons to practice
abortions; (2) to pay 
for performance of 
involuntary
sterilization as method 
of family planning, or 
to coerce or provide 
financial incentive to 
any person to undergo 



sterilizationii13) to 
pay for any biomedical 
research which relates, 
in whole or part, to 
methods or the 
performance of abortions 
or involuntary 
sterilizations as a 
means of family 
planning; (4) to lobby 
for abortion? 

b. FAA Sec. 488. To Yes 
reimburse persons, in 
the form of cash 
payments, whose illicit 
drug crops are 
eradicated? 

c. FAA Sec. 620(g). To 
compensate owners for 

Yes 

expropriated 
nationalized property? 

d. FAA Sec. 660. To 
provide training or Yes 

advice or provide any 
financial support for 
police, prisons, or 
other law enforcement 
forces, except for 
narcotics prograns? 

e. FAA Sec. 662. For CIA Yes 

activities? 

f. FAA Sec. 636(i). 
purchase, sale, 

For 
Yes 

long-term lease, 
exchange or guaranty of 
the sale of motor 
vehicles manufactured 
outside U.S., unless a 
waiver is obtained? 

iI0
 



g. FY 1985 Continuing 
Resolution, Sec. 503. 
To pay pensions, 
annuities, retirement 
pay, or adjusted service 
compensation for 
military personnel? 

h. FY 1985 Continuing
Resolution, Sec. 505. 

Yes 

To pay U.N. assessments, 
arrearages or dues? 

i. FY 1985 Continuing
Resolution, Sec. 506. 

Yes 

To carry out provisions 
of FAA section 209(d) 
(Transfer of FAA funds 
to multilateral 
organizations for 
lending)? 

j. FY 1985 Continuing Yes 
Resolution, Sec. 510. 
To finance the export of 
nuclear equipment, fuel, 
or technology or to 
train foreign nationals 
in nuclear fields? 

k. FY 1985 Continuing No 
Resolution, Sec. 511. 
Will assistance be 
provided for the purpose 
of aiding the efforts of 
the government of such 
country to repress the 
legitimate rights of the 
population of such 
country contrary to the 
Universal Declaration of 
Human Rights? 

1. FY 1985 Continuing No 
Resolution, Sec. 516. 
To be used for publicity 
or propaganda purposes 
within U.S. not 
authorized by Congress? 



2. Development Assistance Project
Criteria (Loans Only) 

a. FAA Sec. 122(b). 
Information an conclusion on 
capacity of the country to 
repay the loan, at a 
reasonable rate of interest. 

N/A 

b. FAA Sec. 620(d). If 
assistance is for any 
productive enterprise which 
will compete with U.S. 
enterprises, is there an 
agreement by the recipient 
country to prevent export to 
the U.S. of more than 20% of 

N/A 

the enterprise's annual 
production during the life 
of the loan? 

3. Economic Support Fund Project 
Criteria 

N/A 

a. FAA Sec. 531(a). Will this 
assistance promote economic 
and political stability? To 
the maximum extent feasible, 
is this assistance 
consistent with the policy
directions, purposes, and 
programs of part I of the 
FAA? 

b. FAA Sec. 531(c). Will 
assistance under this 
chapter be used for 
military, or paramilitary 
activities? 

c. ISDCA of 1985 Sec. 207. 
Will ESF funds be used to 
finance the construction of, 
or the operation or 
maintenance of, or the 
supplying of fuel for, a 
nuclear facility? If so, 
has the President certified 



that such country is a
 
party to the Treaty on the
 
Non-Proliferation of Nuclear
 
Weapons or the Treaty
 
for the Prohibition of
 
Nuclear Weapons in Latin
 
America (the 'Treaty of
 
Tlatelolco'), cooperates
 
fully with the IAEA, and
 
pursues nonproliferation
 
policies consistent with
 
those of the United States?
 

d. 	 FAA Sec. 609. If
 
commodities are to be
 
granted so that sale
 
proceeds will accrue to the
 
recipient country, have
 
Special Account
 
(counterpart) arrangements
 
been made?
 



3M (3) - STANDARD ITEM CHECKLIST 

Listed below are the statutory items
 
which normally will be covered
 
routinely in those provisions of an
 
assistance agreement dealing with its
 
implementation, or covezed in the
 
agreement by imposing limits on
 
certain uses of funds.
 

These items are arranged under the
 
general headings of (A) Procurement,
 
(B) Construction, and (C) Other
 
Restrictions.
 

A. Procurement
 

1. FAA Sec. 602. Are there 	 Yes, through normal AID 
arrangements to permit U.S. procedures.
 
small business to
 
participate equitably in the 
furnishing of commodities
 
and services financed?
 

2. 	 FAA Sec. 604(a). Will all Yes, except for some TA
 
procurement be from the U.S. contracted locally in
 
exceDt as otherwise Jamaica.
 
determined by the President
 
or under delegation from
 
him??
 

3. FAA Sec. 604(d). if the Jamaica does not so
 
cooperating country discriminate.
 
discriminates against marine
 
insurance companies

authorized to do business in
 
the U.S., will commodities
 
be insured in the United
 
States against marine risk
 
with such a company?
 

4. 	 FAA Sec. 604(e); ISDCA of
 
1980 Sec. 705(a). If
 
offshore procurement of N/A

agricultural commodity or
 
product is to be financed,
 
is there provision against

such procurement when the
 
domestic price of such
 
cozwnodity is less than
 
parity? (Exception where
 
commodity financed could not
 
reasonably be procured in
 
U.S.)
 



5. FAA Sec. 604(g). Will N/A 
constructicn or engineering 
services be procured from 
firms of countries which 
receive direct economic 
assistance under the FAA and 
which are otherwise eligible 
under Code 941, but which 
have attained a competitive
capability in international 
markets in one of these 
areas? Do these countries 
permit United States firms 
to compete for construction N/A 
or engineering services 
financed from assistance 
programs of these countries? 

6. FAA Sec. 603. Is the 
shipping excluded from 
compliance with requirement 

No 

in section 901(b) of the 
Merchant Marine Act of 1936, 
as amended, that at least 50 
per centum of the gross 
tonnage of commodities 
(computed separately for dry 
bulk carriers, dry cargo 
liners, and tankers) 
financed shall be 
transported on privately 
owned U.S. flag commercial 
vessels to the extent such 
vessels are available at 
fair and reasonable rates? 

7. FAA Sec. 621. If technical 
assistance is financed, will 
such assistance be furnished 
by private enterprise on a Yes 
contract basis to the 
fullest extent practicable? 
If the facilities of other 
Federal agencies will be 
utilized, are they
particularly suitable, not 
competitive with private 
enterprise, and made Yes 
available without undue 
interference with domestic 
programs? 



8. 	 International Air
 
Transportation Fair
 
Competitive Practices Act, Yes
 
1974. If air transportation
 
of-persons or property is
 
financed on grant basis,
 
will U.S. carriers be used
 
to the extent such service
 
is'available
 

9. 	 FY 1985 Continuingv

Resolution Sec. 504. If the 	 It will so provide.
 
U.S. Government is a party
 
to a contract for
 
procurement, does the
 
contract contain a provision
 
authorizing termination of
 
such contract for the
 
convenience of the United
 
States?
 

B. Construction 

1. 	 FAA Sec. 601(d). If capital N/A
 
(e.g., construction)
 
project, will U.S.
 
engineering and professional
 
services be used?
 

2. 	 FAA Sec. 611(c). If
 
contracts for construction N/A
 
are to be financed, will
 
they be let on a competitive
 
basis to maximum extent
 
practicable?
 

3. 	 FAA Sec. 620(k). If for
 
construction of productive 	 N/A
 
enterprise, will aggregate

value of assistance to be
 
furnished by the U.S. not 
exceed S?00 million (except
 
for productive enterprises

in Egypt that were described
 
in the CP)?
 


