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REPORT AI RECOMMENDATIONS CONCERING DEVELOPMEFf
 
OF A SAVINGS AND LOAN INDUSTRY IN THE DONEMIIAN REPUBLIC
 

WITH AGENCY FOR INTERNATIONAL DEVELOPMENT ASSISTANCE
 

IWl 	 ODTCTION 

This report is being written by Mr. Ashley Foard and Mr. Lyndon R. Day 
upon their return from a one week trip to the Dominican Republic as consul
tants for the AID agency in connection with a loan application for $10 million 
to help -estab-lsh-a-savings and loan system. A copy of the loan application 
is attached as Exhibit G and supplemental infornation in connection therewith 
as Thxhibit H. 

Our primary assignments were to (1) determine more specifically certain basic 
facts relevant to the-pending application, (2) consider the soundness> feds
ibility and effectiveness of the proposed operation, and (3) advise -on how 
AID could best assist in the development -ofthe savings and loan system in 
the Dominican Repblic. 

To obtain the most reliable information and to assist wherever posgible, we 
met on separate occasions with the board of- directors of the Barro Nacional 
de la Vivienda or National Housing Bank (the Goyernment agency to provide 
government assistance to the savings and loan system), with the board of 
directors of the- association. being established in Santo Domingo, and with 
representatives of the association in process of organization in Santiago. 
We also had the opportunity to meet with Ambassador Martin and his assistants; 
with Senor Enrique Compos del Torxo, Chairman of the Board -of the first Fed
'eral Savings and Loan Association.of Puerto Rico, who has been a moving force 
in the initiation of the savings and loan concept in the Dominican Republic 
and with other business and ciyic leaders of the country. A complete list of 
the persons who were met is contained in Vxhibit A. 

There is a tremendous- potential for the proposed savings and loan system to 
encourage sayings and to help meet an obvious need for housing moderate income 
families such as white collar workers and the higher income industrial workers 
in the Republic. The- proposal is realistic and feasible from a technical 
standpoint. It has the enthusiastic support of a broad base of the business 
contmnity, and there is every indication that the Banco 1acional de is Vivienda 
and the two savings and loan associations in process of organization have 
capable and experienced men in control of them. (See Exhibits C, D, and R) 

SUMMARY OF RECOMMENDATIONS 

Before proceeding with our report, we wish to emphasize the following,major 
recommendation6

1. 	 A loan, in such form as AID prescribes, should be in an amount 
sufficient to cover the AID share of initial costs of establish
ing the Banzo Nacional de la Vivienda and the costs Of operations 
to June 30, 1963. As will be explained, this- is roughly estim
ated to be $3 million. While we have made a projection of 
operations through June 30, 1964, as shown in Exhibit s 2 and F, we 
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feel there may be a lack of realim and.that operatiots should 
be reviewed as some point to ascertain conditions then existing 
as to volume of activity and financial soundness of operations. 
If otherwise feasible, assurance of continued AID assidtance 
beyond June 30, 1963 could be provided. 

2. 	 The loan or commitment therefore should be made before the end
 
of this month ii order to avoid delays and disruption of plans - 

for the opening of sayings and loan operations in the two largest
 
cities -of the country.
 

3. 	One or more techniciars should be sent immediately by AIDto
 
assist in the preparation.of necessary rules and regulations for
 
the operation of the savings and loan associations, for insur
auce of accounts, and for the operation of the BancQ Nacional
 
de la Vivienda. Major policy questions have been discussed. and
 
in general have -been resolved, and same progress has been made
 
in the deyelopment or operating procedures. The remaining work
 
is essentially technical but important and time conzumndg, so 
that the technicians ;ent should remainmuntil the work ha beeli 
completed. Regulations applicable to the operatigns of the 'Banco 
Nacional de la Vivienda are particularly importa4t -beease much 
of its authorizing legislation is in Very brdad terms. 

4. 	 Arrangements should be made for AMl to finance the cost : .
 
-of employing an experienced. savings and loan official to assist
 
the Banco leional dela Vivienda.and the associations for an
 
indefinite period. -Wehave.been advised that a savings and loan
 
official from the First Federal Savings and Loau.Asociation of
 
Puerto Rica eduld be made available for this work.
 

5. 	 Some form. of periodic reporting to the AII, agency by Baned
 
racional de la Vivienda should be required so that financing
 
needs can be estimated in advance.
 

1EED FOR EOUSING 

Little economic data exists which helps ta measure the overall housing needs 
of the population Or the precise volume -of need in any particular income group. 
This lack of information is of no particular significance in dQnnection with 
action on the propo 5ed loan or in shaping ani immediate progrdm because housing 
needs are great and obvious with respedt to all income levels which would be 
reached with the proposed sayings and loan system. 

A few facts mthy giye some helpful background. The population has been in
creasing rapidly, as in other tatin.Amer-en countries. In 1930, it was about 
1.3 million, and in 1960 it had reached something over 3 million. According 
to recent studies, the-population is increasing about 90,000 oa year. Since 
1930 the urban sector is estimated to have increased from 17 percent to about 
30 percent. 
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Apparently no reliable statistical data exists on types of housing and the 
income of occupants, but informed persons estimate about 10 percent ofr the 
population reside i good frame or cement houses. The families living in 
these are in the upper or higher middle income levels. The average family 
is about 6 persons. 

'There haa beeil dimost no construction of low -dr moderate priced hones in recent 
years. Some 2500 moderate cost homes (estimated at 4,000 or %,ocob value) 
were built by tbe Trujillo government for selected officials and friends of 
the regime in Santo Damingo. Houses ere transferred to such persons without 
any known pattern or prices. Sugar companies alsp built a considerable number 
of houses for their workers, often as pat of their conpensation. We are in
formed that housing .construction has ven been less in Santingo than in the 
capital. Nlew hoes are comparatively few and. the-total deficit -of homes in 
the country has been estimated as high. As 150,000. sking into Account the 
annual papulation increase which must be housed and the-existing deficit, it 
is readily apparent that the need for housing is utx4estionable. 

A significant hAd Vutstanding characteristic of the housing .ituation in the 
larger cities, such as Santo Domingo and Santiago, is the large volunce of 
squatter sbacks built near the euter bodaries. These- yary greatly in size 
and condition, but a zurprizing number of them, although unpainted and .small, 
show considerable care in constrution and bduist of new lumber. 

GENIRAL ECONOMIC CONDITTONS 

Informed sourdes advise that the Dominican Qoyernment will have aS deficit 
of frm RD $10 mill icO t$ RD t20 million this year with a budget of ED $126 Mil
lion, but which nay reach RD *l30 milli on. Taxes and .confiscated properties 
brought less receiyts thAn expected, during the first half of this year. During 
the second -half of the year increased, reyenuez are expected front income taxes, 
and. there has been a 1 percent increase in the amount of import taxes. Central 
Bank reserves haye gone to $18 mllion froni A 'negative reserve under the old 
regize. A better fiscal situation. is expected for the next year. The goern
ment withes to avoid a currency deflation and desires to continue to aintain 
parity with the dollji. 

During the Trujillo regime there was a general appearance -of prosperity through 
the iaaintexance of± -condtradtionActivity but one which was not soundly con
ceived. As was to be -expected, the bubble burst causing heavy unemployment, 
and other aspects -ofan economic depression. Some recovery has been made and 
the outlook is brighter than at any time in the past two years. 

There axe 5erouWs economic problems which plague the couitry. The major prod
uct is sugar -which creates 60 percent of the country's foreign exchange and 
which is growt on 1 percent of the productive land. Diyersification of agri
cultural activity is badly needed as well as the deyeloalet of other natural 
resources, swuh as bauxite. 
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SAVINGS AM LOAN ASSOOlIlows AS -l AM) TO ROUSING 

SaVnis and loan associations haye a .tremlndous- opportunity to hely meet an 

imgetEat part of the housing needs Pf the country, because (1) there Are 
presently no savings institutions whatsoever -engAged in -lng-term hnte 
financing, (2). thet is a substantial segment of' urban dwellers with incomes 
adequAte to make paynients on hading at costs .contemplated under the proposal., 
as vill be isdus~ed, and (3), there exists a 4csxtruction industry with large 
unemplqyment. 

There are of course no institutions.in existente in the Republic whinlar to 
savinga and 11an las0O*iatiOns. OoMerial banks make loans up to 2' years, 
and we were .told ot Aote citie with no banks -of any kin. The donstrudtion 

of homes has been deterred by the lack of financing facilities. At -one time 
a govrnmetat agency, Salvida, made some housing loans but these were tencefn
trated in the capital and reseitment stilL lingers in outlying areas at the 

In addition, ickbacks' to Tfruil la caused constructionpreferential treatment. 

costs -to far exceed actual values. The general ibhlic i unacquainted with
 
housing costs and this ignorance can be. Overcctn by stasionary activity by
 
the a~desdiatiqn which in. turn will lead to the desire for home ownership.
 

Sayings illotitutiews$should be partitular1y attratiVe to investors becatue 
bf the liJited fa ilities,zow existing. There is no securities market and 
businesaes are usually either clooe& faimilyq erations or owned -by the gOvern
ntent. Banks in larger cities apparently bWays not encouraged. savings by small 
depositbrs. At prtsent there remains a certain distrust off banks> as a .result 
of their use by the Trujillo r-egilfe. Taxltito has been on the basis bf -cap
ital rather thfa on property and this discouraged deposits which became 
subect to taxation It i rbrorted that under the few inca'e tax law4 the 
income on deposits bringing .less than a 6 percent retirn is exempt . 

Salaries and wages are in general low but not a low abq in soe other Latin 
Amrican tountries. Agricultural wages are regulated in dertain _settiqdS, 
including thgse agplieable to sugar, coffee, and rice prodaltion. Wdkers 

in sugar mills have had recent wage increases of 100 to 150 percenb. 
Minimu wages are usually 42 a day an4 the gdvernmtent pays 2 -a day for 
roadwork and for unskilled work in general. Wages for skilled coantrttetion 
workers is from $3.50 to $5 a day. Many white collar and other.employees 
earn more than 1Y5 a.nonth. In one eement plant in Santo Domingo with 250 

aempl4yees, an eatinated 25 percent of' the employees earn over $150 month. 
It may be nioted that only s. very sall peteentage of the enployees of this 
plant, those in one ot the larger coorercial banks, and those ia a large 

waspeanut oil industry with 450 enployeae, own their own hoes. It entbn
ated in .onnecticn with the recently dddyted income tax lW -ofthe country 
that about 10 prcent of the people would have incomes Of more than $1200. 

Many people in the Redblie realize the significance of housing .production of
 

all kinds as an ail to-relieve unempl9ynflnt . -lemployment i5 much feared as
 
and these are known to exist. Evidence
an instigator of diseat and unrest 

of substantial unemployment exists in Santo Domingo and. other cities. American 
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tmbassy economists report that unemployment in cities has been 12 percent to 

15 percent, but 
tion industry is 

z imrproved Olightly. Howeyet, unemployment in the coqnstruQ
far gretter and somt estimate that it was as high as 'TO per

cent this year. 

Beeause of the tatus of the donstructiqn industry, housing productido can be 
of particular benefit to the country. In fact, it affords a reas not other
vise yailhle. The two principal industries of the country -ean be-stated as 
sugar first and, secdnd, agriultute generally, which offer little .p-portuliity 
to subdidtially absorb the unemployed in cities where mtot of' th unemploynMnt 
exists . As always in. the case of housing copntruction, employient in allied 
industries is equally as imortant as employment on the conetructio=,9ite. 

ortunately, althqugh uneployment has been high in the construction industry, 
ther~1'i an ample number -of4 builders In the largercities who cquld proceed 
with hode constrlttivn if financing were ayailable. For example-y there are 
25 or more buildera in Santo DtMingo, Mny of whom are idle. 

SAVtqtS -. TwnEfEAL 

In the fbur mnth perid ending April 30, 1962, sayings asecunts in -onteretal 
banks hase increased ED t4, 300,000 to A t tal of RD) $12,7(00,000. This uSAy be 
tdken 6s an indicator of' a trend for returning .-confidence on-the pArt of the 
public, particulrly with respect to the governmuent. The various persons con
sulted felt .that savings could be attracted in zaving0 arid loan aspciatioW 
but there was no agreement as to the amount or rapidity with wbich they might 
flow in. 

The estimfates of' savings balanced thovi on Exhibit E represent eyxluation of 
the opinions expresscd and tre belieyed to be cojdervatively stated. Knowigg 
that two atsoeiations -willbegin operation on July 30 with RD 400, 000 on hand 
Or subscribed, it seems reasonable to assume an increase in the first five 
mnidths of operatiott As the savings and loan toneept becomes increasingly 
better known. In addition) it is renalistiv to assume thAt three other asacia
tions tay be organized and .ready for' 6peration at December 31, 1962. Initial 
savings balances -f0 ED $100,000 -each are less than those established for 
POPUIAR and CIBAO -bat this lower amount is in keeping with the smaller popula
tions Of the cities in wbich the associations would be formed. 

The attractip .oft sayings capital is dependent upon several factors. The
'Dominicans generally do not hav a concept -of thrift as the flrujillo adminis
tratit destroyed any tendency for savings in finandal institutioS by the 
rank and file of the people. It is believed, howeye, that a goodly anount Of 
fsugar bowl" an& "mattress' savings do exist and which may be attraczted into

savings and loan associations. No information is available a' to the extent 
of investments by 'Dominicans -outsid the daumtry nd thus no onelusion.can be 
reached as to whether any such fundis would be returned and inyested in savings 
and ldaAi associations. 
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Anther factor, of course, is the extent and kind of proddtional activity 
whi-ch ady be used to indie people to inyest in sayings and loan associations. 
Enthusiasm for this sayings medinn has been generally limited to the persons 
apprrohdd by the two organizing groupx and by the directors and general man
ager of the Batdo- Nacional -de la Vivienda. The response- to date calls for an 
optimistic condlu on that the aSaociatiow vil be able to attract avings 
front among a wide group once the boncept becomes better known. 

A third consideration is the vantter df the rate of fetutn to be paid on 
sayings. It is anticipated that a rate of 4 percent per annuia eat be paid by 
each adseition frM their respective net oartingg. This rate is believed 
to be high enough to be Attractive to persouse Mho are not now sayers in 
financial institutions. "The r-te errently paid on saviTga by c9fmerxcial 
banks is perent.. 

The fourth fATty., whiTh is nedt nmrelated td the-other three stated ab W, io 
the- pdattion of rblic confidenae in saings and lodn assoistio. The tw4 
nMaor coidideratitno are (1) insurance df aecounti-, and (2) Uditd States 
backing by the early grnting of a Ion or loan -4ooitment. 

The extent to which insurance of accunts may engender confidetee is 'not 
readily appbxeit since the donzept is entirely new. Local officials felt, 
however, that knoVledge by the saver that the Dominican government -was backing 
the.savings and 10ai system would tend to overcome some degree of-tealietance 
to invest in a new finlaneial -enterprise. The- second .point is of irettinAble 
imrbance in getting the program laimehed and for a successful egntinuance. 
The organizing groups in Santo Domingo and Santiago are willing to gg ahead 
with plans fsr opening institutions without the assistance that the United 
Stateo Government tould provide thrqugh the granting of a, loan, but they *eel 
their chances for snuccess'ul operation are greatly enhanced by the knowledge 
of-United States GOvernment support - The feeling exists that when the yublit 
it -apprised of the confidence of the United States Government inthe under
taking to the extent ot making loans in suyibrt of their izstitutions, then 
the-publit itself will generate its om confidence in the system. 

MORTGAGE tE1DJlfQ TRACWICIE 

In darersations -with the managements ce the two grganising groap's it wag 
ascertained that Idal s vilI be made on a take-out basis dnly, that is> perm
anent financing for the hore-owner and not the financing of -a builder during 
the course of construction. It is understood, but not Verifiedy that the-
Chase Manhattan Bank i- willing to iagage in the cortrutioz lending in Santo 
Daningo to the axtent of $5, 000,000 aid provide expert appraisal and land 
title advice. 'The local narager of the Chase Manhattan branch in Santo-Domingo 
expressed a keth interest in tht gosibility f constructiqn lending projects. 

Mortgage loans vould be made for a rtaximu term. of 20 years although a term of 
25 years is permitted under the lv. The intbrest rate is antiVipated aS 8 per
cent per annum which provides a satisfactory spread to dover operating coots, 
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a Aividend. on svitgs ofv40 and the builditfgof reaerves. The miobthly 31dydents 
-on a 20-year 1oan At 8% aiount to $8.37rer t1,0oo and, cver principal And 
interest. Sinde Vonstrgetion will generally be of coffcrete, fiTre.atd eArth-
quake inurnty. remiumr dre =A1d.n6 At tIei pre ent tirve thLrd Ave ld,real 
esatie taxes to 'be wnidered. 

The tangeent of the ASOUTAION POPULAR in. S a&ty Domingo avided that -itZ 
prdposed re ixement pn down payZrent* by parchasere voull-be X1. Zgr t..hoaue 

cting $5, 000, I for -%e -- costing 7T5Ob, and 25%.on, we of $1Q000 .. A fee. 
a1praier -wduld bp. udd.in making appraisalz. Loan- roul- -be pproved.by a 
tbreemtna Loat dntittee of the Bosacd & ireetors. IY. the extent lha eredit 
reporbs were avnIlable they would-.-b6 utilized bt in most instuce -the in-
Ye tigation bf 10o% applicant4 Vill hae to Ie conducte4 4 d. pezrol -bdeath 
a to employmnent reeomd, -Charaoter, anct the like . The Torens title sytemxjg 
in effect in the Repubiic and the- t.jority of the land has been br-Sught .ulder 
the system. 

It is anticipated that a worker with a- abnthly, inone -- of-$1T5- vouid-e able to 
erry the mnthly phydetts on a. hoe co&ing .$5, 000 whe a: dows phyxtent .6 

J3OQ had been niade Thsyrent's of approxitttely 4k ontly rgild be yithirt .the 
ratio :f 25% dt indone Zor h using exp e. A ha ,beenpoite&aat erdiary
there ar- a. ~ubst'antial auibt -qf vb-rkert hardyin thit wniaimmt inc~me or nrore, 
and who possnthe' ability to ae. the don p aent. The limt ing fator n 
the grpwth :Ot gayigK -nd loan AgspQiations it the -ayilability to- wayirgr for 
lending purposd -aaL not perona s'eEing honxes to be finactd. 

The S8aned MacinaaL -de 1a ViviendA, in the rphan tofr stateent coizerning ,its 
loat Wplieddtida6 9..vised -that it will ettxict awbiattirnk in their lenLng 
practices by r-equiring thdt -50%-of theix, resources must be iveysted izx Zoadz 
not exceeding.RD $5,0OQ0; 40 in 1-tts not in exaess Pf ED 4$, 500, and the 
balarme of 1d in lnd -nat in extehs of RD. 10, 000. 

HOUSING CONSUtRIION 

The -ASOCTACION TOPOIAR in Santq Domingo, vbile not yet in qperktipdh, hb5 
receiYed severd.1 ptqo#isaly for housing proj 86 to be finateed. 'There Are 
apended aheretg. E$ Tbhibit 51 ]2, anc B3 arcbiteeto itLus fXor a typiedl 
house to cost approzifltely RU $O7,00, inoludirg the lndl. No afrbrt hag 
been made ta e'yalate the pTans in terms of 1ndted StM.te -vanzr.4tion Cdr 
tosts arid they are rLstnted for illurative -puzpodes only. MastureirentS 
are in neters. The edst 4t contraetion for b typical house wet atatd cto 
be betwben $40 bnad$65 a squbre Mter. 

A great dealat land in derirable lotatiQns is aysilable withim St6ou 'Dcmingo 
and to a lesser :ebezfl in S rntiag. The yd6sgibility -exists ov utilizing 
Trujillo famdly lands, -of vbi)4k there, iS a sabstantial amomt, in project 

.davyWaentsa. 

Advite V'aa provided, that profiteering on -cqnstruction -is -at a .inimut due to, 
(1). keenmconetition maong builders, ad (2) speculation or profiteering is 

-cqasidered d seri u f -lTense wbich is a -. elaction against practices prepent 
in the ' rujifl regifre. 

http:exceeding.RD
http:pproved.by


.8.
 

DEVELOMIwO 0UHl SV1E q1m LOAN Co1TOEr 

1. O IO'AL D LA_ 1yNDyIB A 

The doWrmaent- of the'Dominican Republie has- furnizhed RD $500,000 to 
thd 3nd.3iteipnal de 1A 7iienda, whiCh is depp ited to the.- credt #f 
th. bduk in the Based de Reserry (a camercili bank admini'tered by 

th @.ernded) 4.The, government t .s totaL cqnimithed..I .providing papital 
to the Bank U RD 2, 000,QO 9 In view 4; the drand$ -ax thd. t+weaury . 
the country 6t -thitsv-time, there ip every ind Eti sn that -thk ititial 
amtt 6f ED 500,d000, zepr-esntl -a ubotantial -b6nrit4ienA~d. rea 
utake, in the acts -at the shyingi and itamsystem being .eotbli)hed. 

Itizsion Jirettqe Wiliam and .OtheJs haye- provided assurdnce that thi 
dotributidoi aid. in ad way b& reimbuged oto -thdr fmda oonting frantf 
AID. or .9ther putyide godgees . 

The, Appliritioh-at the Btnto. Tekinal de l6 Vigende ±Or 8A AIflqain 
(Exhibitr G tn1 .i), itatas that tho Tznk wquid -charge 4 peget it , iti. 

a&vtae to aiiyigs and, 1oan sncidtiodd whirh in turn wVould-be, per
mitted to thurge up to 8 percent on their 1ans, Vhi is -a.br Auer 
aptaed theanexist in the -peratipn - WIdvinags and la cr odi-tiond.in, 
the Unitld States- We-understand that A 4omparabh peret. rate wds 
pbrmitted under onm _lotm h.1ady mnkde t- ossist gavig' and qaim in 
obher cuntrte,, but aily wheEpe etrL inflatig., jrjleMO e±ite'd. 

It, is npt recomtiended that the 4j- perdgit rate ot iAydnse: e, inareAsed4 
in order to, red=d- the aboye preAd in .rter 'although, a higher rujge. 
Might bd.-Vrkable.. The differentiA1 vill penmit the a rdidtiot tp9 
build rTaeryeS for the protBtti .of -ikgeptr and .vil Irqydy abul 
'Wrk if the- tsaition are fgi some rehspn- fqrced ta %elt.mbxrbtgs 
-at Airditdbtudl.- Va the ebient Xoterves fea created _th.ey -cohistitute -a 
)substitute tor "%eed migeay"' in the fdjrntt grdnts of permn&nt infe t-
Aentd -with votildbe lels- desirable. No Inds -would be ifurnished by 
the lianad Nacioal de la Vivienda to th :asdciatio-th h .Vould -not be 
repayable. 

The drganizatioff-qf the 3ano Naciona1 de la yiyienda- hap-beet omwleted 
as Par at the- establivhent of the board-of directors ib -conernied., A 
generAl 2Manager. hag been. selected and. am initial ,ffice stdief*aZ three 
ither perpns- if nOw in -opration. A. list cif the- five MhrectorS Of the 
bank thd their alterndatet typears in Exhibit II. 

Qffict qudrtbrt ate prevently locdted Art the National ArqhiyelS Building 
but will--.L xMbyed to- another government off id building -wher( remiddel
ing bs bela 44mplete'd. The funttion -o-fo the bank enctcadJ) the -chrterixng 
atd sueryibior -of savings and loan assqciations and prpviding theit with 
insurattee ct their Aeoounts . The bauk also hds the authdrity td atle in
veltwentb it thd deiatioIe and lenus to them. fndetr tht..recently 
adopted law the bank Wan insurd the Mortgagea held by the d fistionis 
and those 2dade by 9ther aortgage lenders. 

http:odi-tiond.in
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A. 	 cp dL2 'iVeting 6Z +,he b oavdat .d±rdtor% xda attendA& by. the inder
tigle&at, vhidrh rny. -tfli~tiuxa were ra~ised by the dir,5ctors e~d alnseTf 
ver, providecl in go farv aL8 tpossbM , -heye iz a genert1 eonprehensitn
of thb istora atI the bank but there U i- Mft94lty ix.t ~ ftn th&e 
broad cpvsmidxati"~ int9. f; dfiea,gAatIng ~de1Ailh-, 1*r enaplea) the 

-by-1&U(s 	 qri thi bank reed Wiq be dr-ba There it Ifeed :tor 3xtiem,,4A 
-Tegu tt ftot the. tartering, o~pbrxtm, and sup~ryiip~ae -Sav~hgt

an& 19'an 814diatinb~, u ni1 'and regulaticts, -d ±!g wanura6,&t~ Alz. 
0 9=1tZ. )ier' -WaO, genoedfl gittetr tht ybi1L' iVUraxIf t rtX a6e 

*b4 Mimpi:6~ ~trban66 it -.W'quld be, p~sib1-c to date thiz tkfity Vatil 
thebherz rnEh aboye- hbc&- beenl at1ild 4ctorI:y e~otdlvii&4. 

Dnring f he -- o~e 9ff the nigetiig Vrq'gbae interins regalatipit -Ver$ 
Araifbed, whthi 'V1la prwide fror iin;tdae- Drf ddebmtn tgt the .- twoatt

ti~ti&~Mb±~k ~tid~i tg ening :COi TYi-y JO. It whs tejt tht iSt 
ir~za~ ofg~rnntO gqu14l-te pttblicizeda in cpnflectiAZ: tih the -~1n 

,ATLtheae fratitittwn it -Vtcstl -b6.'j A 1ty eiledt in, glltint~ 
jnteet dAii enthiitiaant ra the taVyfr b4l loa prhe- j~rx'tsde& 
regiitaLtig pr~rI~db& tb~t the initial :aitlOf the Sa7Thgt Inthirande 
Da-partn nL .yanl bd RD $100, 000 whdh. j1&b~&pleid fronA thiE' 
ED- OPO.,Mb -qt f iI ai of the ThmrinLn Eepxtl±c, Thereyy-.ap 
oo'gide'rable dfrdituon aLo to the- Ti&n~r- eaudunb. tft mnrd nbue efach 
accout endi b. t6x3hdtiye- Adeiti-n N4as to rJAue the initipi limit. at. 

ID 43,QOO r'dth&6 thdn,-at tbhLtlO, a00 as lduiflin the -Uit4a~ S Ltj C 

The 	 amtat 9tf the Vrerduk for iwurande 9t atceuubn n zti mt determined 
although the geneea1 tbfrkid TrMto a ligure 9 t 1/6. ot~ .Jp eident per 

fltre, is a great need tot -priin detiled. guidanmt and. . At AwAne -to 
th- &irdetoxt a&d iM-co of- the- banla. !They Are- rez epbtve to ideag, 
they MLr -eZ- er lan4 -w4rnlng to dey~e19 the 'ontepts prdvide4- in the 
yarioim law65, but they 8are pnfntomed ta- t 9 the ta'yng)E - &c. I9 tcmept.-

It ig hi gbly. janpqrtmtr that technicaL wggattance ble,,md4 .argilable 'at 
the :brlieast spgibxle Alt in oraer that thisg national h6~ltng~bat may' 
begin, .O'pe~atioiis 4ji at tm~nd -tbaia J it Az xleteszery that the 'Iia1)5 
ft .thu- "pun in, turn provd .gUjidflte a 4irebtinon to tre nggementz. of 

thLe )a'vinVe Ad Joav aeq-ati-alP -Mhith ar to. bL &h zterTe&. 

2, 	 ASQCZAOIO% TOBULM -DE AfORROS, Y fliESEOS 

Ithe aga9niZatiOn nt tht AsotiIeioh Thpulgr d~e Ahorros. ySYrbotaetdo in 
fantt flcdnga hd,9 b'&n rtL-rf-ecMec azd th* & rganizerSf are r1la~ni,,ng j%5fi a

tqnP erdnal ogening .cbrerony, qil j'z 9- Mhe A'sz~atinwf 
VpLen q~tin-ibfly;tgr biwimezjs n .the 9oflQp~dng day. Oir9a lr~tera, hayne 
been obtamid-tin a 2preinneit &rone in the fi-nancial clistrtet 'with the 
gther tbhree -corner4 -orcnyied by the brbah.>Qt the 'Ohasee Maaikattbai Bolt, 
Bankr lp MyaS9qtia, aind Roy. al Bat Caada.d The BdnOd-- dj_fl0 fkyag, 
Offiri;Yl ALePoitary &f thEi Xepubli !dDQninitaa V1iU be dewt 6qoJ7 to the 
atsddiAtbibii The btflding tb one tib hou)3ed me- b'anth at the 'Firt 

http:Thereyy-.ap


National dity Bank -of Nev York dand is adaptable to 4 stcihtiolorequiret 
tents width a irimu of ilteraX'. 

Txhbibit C giryd the nkmes -of the diredtors -nt the ftweitin 'MA .1ipty 
brief perinent-ants as to age and. -dceuFtioA. 0 Iterest re the relt-h 
tively zrung -ages th.e men- atd jh&importu-nce pr their ygotue's5ipi1 

aoli Eten A Iersonal meetiTg,with the bosxd vrovided- the.4ititt 
impresid i agrtativd enbhuiasm and sitere interest in- etblishiltg 
a OUCInd financial -opeation. At the meetig :attended Certhi-At by-law 
chafges. vere6- dirEnde& at-length and the-by-lty were- giVen final -pproval. 

The Ata-eiationwill open with initial 'savingS capital of Vte 1D 200,000 
obtained fred pver 100 individtdl.j Thworganiztng dixeqtor bb een 
reggpo0bL fTqr xibttining comitm ty r Whtnget -aqdguntw in the- ldrntfb 

tcheekO. Terond prominent i the filancial, comznrcial, b=d gqrernmenttl 
life zot Sunto Thningo hyVe h)ecafe Informedo ft the Pavings add loan, tore
dept-ZAd have responded .enthuiatic1ly. One director remfarked in 
pasing that he hal ne-er experiented. a. ituatdt befgrl whezb hit 
request8- for finduid1.t paticipatipt haw b rtet with no refp mU - In a.4
dititon, olntary subcrtiptionS haye been teutered by midtdde IAuome 

p:erSd VIhd hale heard ft the fordatick-f the 5Qgitiont A young
 
lawyer has be'en AeIS)tedt to be. the nging ticer =d he hd, ed
 
two- veek- training in, the rirst Federal -Saings an& Loan Asp'fitiof
 
PTrerto Rico. -Other persolrnl have been ,%eleted tentatively;
 

3. ASOCIAVION GIBAO DE AHOBROS Y PRESTAMOS 

Zxhibit -D prent the lit -of qrgaaier for the As'ciation Cbad e 
Aboere y rrestaaas tq be loodied in Satiago'. A in the ed~sa -& the 
Asoiacit rPtLar in Santo Irhingo,. th, t1.ixectore are xaex of substance 
and -ttanding int the 'omnunity. 

The lack 'd? tite preventdl peeor!dl yibit. to Sattingq; hqweyer, gr. dutawo 

L- Tayeres.a(c9mpanied by Sr. )igael A. Lama Mitre, Adiraector, 'ad Sr.. A6e 
.Rafael Mora, an architect, 2dme to Santo Daindtgo to explai the progreS 
being nacle in Santiago. 

Fhn, have been forulated for the for'al L'eronial op'ebing;gf th's 
aseiation -on July 29 and the-opbning tar usinwaSs' otl July 30. Initial 

.- avings QapitnI in the present .arount -of RD $200, 400 has been ubscri & 
by 95 indviials, busivessei, and. business rtsapeation. Dislursions 
have -beart heldt -with butinesn pedgle in Modc, Aout 15 *nile iTqn Sgntisg'. 
and.in other nearby )c muntieg and tair'able response to the gatngs -and 
loan ifea ha- been received. It is plane&to prOyide- azi -iducatinal 

WOa'ign f&t ydriott- employee grdups t e &cquaintthem With the rdilities 
which the- daztsiation -will Affer

An-bffice fbr the taeition hW. not been .elected-ar yet but thde, are 
under active tonsideratioff. A Yoing. laWyer hds been geleted-ai manager

-and he has reeived twq.weeks of itenire ingtruCtion in the flirt Fedetdl 
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Savings td.loa AMAsd tiAlon -ofTerto liea. -Acunting .am ther -oer
ating forms ar& in the pxoCes af pracTrement, flie dre tcsing frfg 
Puerto fRiq 'aud oae will be print&d lo'cally in Santiaga. By 1as are
in the proge a -nf deelostent ld..muOt be compieted befort A frdridhire 
(eharterx) wifll be istued by the Bance Natotal de la.ViVIezdta. 

. OTBER ORGAImZN ACTIVITY 

The genmr1 ranager -pf the Bau q Ndional aes lb 'viedd hak hel 'pt.eelif.
- inhry-diu. ta With .egmtuxity leaderp in Sn Tneiscd-de Mdcais) 

San Au de la MaguaL, and Sau, Bed. -EnTthusiw$tie xwsp e 
ta reied.. tz all three plac Act they are desirgust getting, .the 
orgni tivn 4 A lgdying and. l0an. agoiation under way as. s~pen u 
pdeile., iizent .of Ah and. -La Roxnna -bave. visited the 1Yb.Ank' - agenergl 

manager Mzkdng Zor indrntakdn .on..the savings ad lQani.'doteeyt and;exc
rbasing A desire for the ftamationqgf an, agOcidtion Inx their aespective 

area's. Exhibit I presento. a .ittdy of popUlatitn density agd shdv the 
loctions-f- the tatings- and loan bdrgeiatind proposed to ete the 
.Cotchiry iiily 

The feeing.,ezis-ty that -th- stablislment Vf two ound.oer-rating intitu
tion= in. the- country tZ two largest rcitiez ia all that can prqperly be 
mdertken at tha present time. The factors Cimtxitingthe 'organifatibn. of' 
associations in, dthei dreas .are (1) finacial redouraes- of' the bdnk, 

(2) the inmtediate need for the estahlislment of impleTentiig .rule and 
regulations . or th pp'eratin .qr the ahsociations -and r .nsuraerd .qf 
aecodumt, (3:). the need for technicdI gidfance, and isave, d ) 
present jper$enal-2. limitation-., 'The bbard af direttors -of the bank hag 

-erpresse& itbelf&a feeling that f4.Vorale- actiq0Tonh.it AID dau1ten quegt 
Is a .prerequidite to +he organitation bX' acditidnal addeidtiond. 

EROJECTION OF QPERATIONS 

her is ghovpnA.fixhibit X a prqjection of.opeydticas for bhlavces tn tri±p
 
ddtep for the -sing caital which. can- be redsonrbly anticipted to .flvT int .
 
baving ad Iati tagciati, fdr the ivestments which ;ah be exect'ed td, be
 
made by the Baned 1acixnal Te lh Vivienda in the Savings and l9n U SctatiVIX4
 

:and thas tgtal of nortgagds' held -by the a iatioans.. 

Sayings Capital .ot SaNrngs an4 L(anAt aciatins 

There is Whoin for Suly 30, 1962 the atouit 6f RD $200, 000 td&ch fokd-th Woptlit 
AoeiAeioi%in antd Dbndinga and for thd diabo. A iAodeign in. Satiago- It i
 

regsdnas 0 aspmex that in the fiye. qnths -of opration to Vedembedr 51, - 1962,
 
that Eayings in. the 9 pUdr Aztdiatidn. will inuTease. to IH 4N0, bob. aid. in the
 
-dibag Asocita El' $325,00. The inaresse for 1opu -oul. boe lbo .and for
 
dibaa 6 ". In EAddition -it 'e. be expetted, that three additiqual associatipt
 

-could,'onctiyably b ready tg open for 'busineaS by the first of 196 and we have 
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estimated the initial 'Share capital to.be RU $109,000 each. It. is estimated
 
that total sayings in all associations dn Dpeember 31, 1962 would -tbtal ED
 
41,025,000. It canndtbbe ascertained where the three adso6iatiot that are
 
likely to rdpen by the end of the year &re locatedexcept that considerable
 
interest hag been. expre)saed -in San Francisco de MaSi~ris, San Juan de la Magtana,
 
and San Pedro die Maeori.
 

or the six minnths; period of dperatidn.ending ,Jine.-3Q, 1963, it is eatistated 
that share capital.vill increase to a total .of $2, T,00 . As vil be ndted-on 
Exhibit E, the bayings capital of each assciation -will haye ixefeed., 0ub
stantidlly and. in addititn three. other a qiatiqgs .would ta -expected-tg be
teady for pening by June -30, 1963.. -While the prqjedtidn beyon& June 30, 1963 
leaves a. greAt deal to be, esired-as fa.e a) exagness ay be cqn'erged, it is 
felt that h projection is -desirable nevertheleas. Again it will be noted that 
inreases. in the mdgvings -capital are shorn for each of the eight asgadiations 
which are expected. to be in . operatio. The total,of the savings is ED 0 sh0, 000, 
.whichdoes not seem.tQ 0anstitute .an.motainabila goal. 

Investments by BAneo ga&ional de la Vivienda 

.In the initial stdges -of the operdtionz ,of the bank it, is anticipated that in
vestments -willbe made- in the. Varioup oavings and loan association-which are 
organized. These inyestments are in contrast.to thetaking.of loansj or advances 
as they are riore tecbnically knin. The adyantage Q the inestment. operation 
14 that funds can be more readily made.available- in sufficient quantity, giving 
a flexibility which vouid not. exist if adyates were made to the- institution . 
It i' felt ,thdt the associations need every oppdrtunity toIncrease their earning 
assets-as rapidly as possible, in drder that they may meet obligations -of overhead 
and the payment qf .adividend tQ the investgrs. A-b the expiration of a twp- or. 
three year periody, when investments are being ,relfaid, then adyaames ean be ndde 
by the bank to the. assopiations on a more formal and. secured basis- Further, the 
ratio .of investment by the -bank _tp priyate inyestments ,is calculated On an approx
imate 3 to 1 baeis. This ratio seemis realistic when-consideration is given to 
the enphatic need for funds for -home financing and is in keeping with generally 
recognized concepts.. . A lesser ratio would npt proyide -a .ufficient amount of. the 
funds required and a greater one might -create a difficulty in the zepaymAent qf 
the investment within a reasonable peridd. The projections,for investments- by 
the bank -have.bemn~xrade on-the above bases. 

It is expected that the Popular Asociacion will have an early demAnd for tortgage
 
financing and will be able to utilize RD $1000,0 00.of inyestments'by the bank.
 
It is estimated that the Cibaq AsociAcirn can uge RD $80Q, 000 of bank- ivegtntent,
 
-during.the- fird- fiVe minbhs of operations. For the Six months- qperatig .period 
-ending June 3Q, 1963, it is anticipated that additioal funds will be supplied 
by the bank; 1 .$1, 100 000 to Popular and ED.$80)Q, 900 to Cibao, as iwell as 
RD $400,000 each to -three newly organize& institutions, 

For- the 12 months. period from July 1, 1963 to June 30 16:, it seems reasonable 
to. assume that Popular could utilie to advanthge RD $1,20Q,000 of additional 
bank investments, Ciba RD'$l,300000, and the other six .asceeiations a proportionate 
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adount. The total iiVertment by the bank on June 30, 1964, is estidatedto be 
R, $4y300 60. assoc1, On Exhibit E the total.Qf anqrtgageg -held,-by the Variour 
iations as of the-dates oT December 31> 1962, June 30v 1963, and June- 3q 1964, 
are the tQtal -of the- saying9 capital plus the ihyestments by the -bank.for each 
of the aserciations for.edch date. On December 31j, 1962, the two Sagiodiation's, 
Popular and Cibao, would- hold a total of RP $ 525,POO. in n0rtgages; on June 30, 
1963 the Popular and Mibao, plus three other associations-, would hold.RD, t100,000 
in mortgagea and -onuhe 3A, 1964, the 'eight -associations Youl. hold a _total -Of 
ID $15,750,000. 

In Lorder to giye some magnitude- of the scope of sayingg and. loan. finanding based 
on the projection .of operation, odyer 590 houses at an1 tverage codt of appioxin
ately 1M '$5,000 could b provided, or in proces ,of :construction, by, tebember 31, 
1962. At the end -of June 1963 the eumulatiye tqtal -of hquse findanced could-be 
over 1400, and -by June 19641 o'ver 3,000 i, While these figures are nodest in 
-relatim to need> they are inditative 9,o what way be dreamplished through the 
havinga and loaa meditua As -hat -been ,stated pYiously, the determining .factor 
with respect -to the number of homes that can be financed is, the Inflow -bf saYing 
capital in-conjunctidn with- investmfents 'by the bank from funds, supplied -by the 
Ddmincan -and United. States Governments. 

fROJECTIO- OF OPERATIONS,- Santary of Funds (Cumilative) 

Exhibit F presents a 8umtary oft information appearng -on Zxhibit E.with the 
addition sof an estmate of AID funds that could be. used to the nadmitm.advYantdge. 

The Dominichn Gqyerntent is expected -to deposit RD -$2,000,000 for the capitdl Of 
the Banco dational de la Vivienda.. Of this dmount- BD *500,000,ii ucrently on 
deposit and ED $100,000 -of the RD $500,ooeisdeing ear-makea.az the in4tia 
bapital for the Sayings Insurance Department -pf the bark. Fresumably the baldnce 
of R $4bo,000 vould be Avilable for investment.in or advanceS. to the associa
tionsd which will-he in operation. Thus on June 30,. L962, the bank would -have 
ED $4oo, Oo in capital -which it could- lend, -and the arsoiationts -would -open for 



busines -with private share capital of RD $00, 000, either held pr subscribed .td, 
niking a total of RD $8O0,000 available for mortgage lending. On'Decevlber 31. 
1962, the capital )of the bank is 0hown to haye in&reased- bt RD 450tb 00, ail AID 
loan Of R1 41,00, 000 hd been receiyed, priyate zhare -capital has izcreaed-by 
1 $625,000 and the total ayailable funds for 3arortgage lending.hae amounted to 
RD -$2, 923,900. By this date it is expected that the ascceltationS -ill haVe 
actually made mortgages totaling ED $2, 52 ,CO0 

Using ,the projection for the need for funds as shown.-dn Exhibit F undassuming 
,the inflow of priVate .-share capital already noted, the totdL of the AM -loasn)-on 

June 30, 1963 should equal D $3,500,oo. Again, it iU a!su1e.thdt the Danien
ican Uovernudent will have deposited. RD-$500,Qoo in additional capital for.the 
bank and total funds available for lending will equal RD $T,375,000. Mcrtgagos 
held by the 's~obiations> or cdmntitnentr ,made thertfor, would- total 1i $T, lOq, 0Q0.. 
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*Carrying the projection on for the year period ending June 30, 1964, it would 
be expected that the balance of capital for the bank of RD $500,000 would have 
been depo ited and there would be a need for an additional AID loan of RD $6, 500, 000. 
Private capital would have increased by RD $10,925>oo and total available funds 
would be ED *16,300,000, of which RD $15,750,000 would already have been invested 
in mortgages. 

The need for assistance in the forst of loa1s front AID is clearly shown in these 
projections. It is to be recognized. that the :prcoeeds Of a loan. cannot be utilized 
all at one time, but the need will be a oontant one over a period of time. There 
is to doubt that AID can make the proceeds of a loa available to the Bated acianal 
de la Vivienda as funds would be required. Some method is easily devisable whereby 
a simple reporting system will indicate the needs in advance of their beondng an 
actuality. 

It is not believed desirable to make any commitment for funds needed beyond June 
30, 1963, but that A fresh evaluation of eircumstdnded and conditioni .existing 
at that time would provide the basis for Oubsgquent actiofn. In any event periodic 
reporting should be established to provilde guidance to AID, in the disbursetent of 
funds. 

The loan applied for would have a tern off tWenty years and this is considered 
reasonable. Any shorter period would create undue hardship in repayment.and a 
longer period might create the impression that permanent capital is being supplied. 

The repayment of the loan can be effecte& in an orderly manner after the savings 
and loan association0 have gone through a development process and have-become es
tablished as an important segment of the financial commity. During this period 
the Banco Nacional de la Vivienda will have gained recognition and will be able 
to develop sources of funds for loan repayment in conjunctih with the saVings 
and loan associations 

8UMARY AND CONCLUSIONS 

Specific reconmendation will be found near the beginning .of this report . We 
cannot emphasize too strongly the need for housing.of all types ard especially 
for the type which savings and loan financing would supply. We recognize that 
housing needs can be only partially met in this area since the aimonmt of avail
able savings is the limiting factor rather than the need for housing. 

We found that the savings and loan idea has been warmly received by top government 
Officials and. by business leaders. It is their opinion that the savings-and loan 
idea will be accepted by the general public once the concepts of tayings a-id of 
home ownership are explained to the people. We recognize that a great -deal.df 
missionary activity must be undertaken but we feel that this -ill be done based 
upon expressions by the two organizing groups in Santo Domingo and Santiago., as 
well as by the nanageinett ot the Banco Naioial de la Vivienda. I 
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There exists a realization on the part of those who are pioneering the savings
 
and loan idea in the Dominican Republic that herein lies a tool for self-help 
which can be of tremendous benefit in several ways. By stimulating savings and 
making productive use of them the economy will be greatly strengthened -and the 
effect will be felt not only in the construction industry but throughout the 
entire economy. Savings and home ownership can serve as a bulwark against the 
inroads of communism and there is an excellent opportunity to further the pplit
ical principles of democracy. There is no idea here- of gifts or grants of funds 
from the United States; instead the desire is, to provide self-help but with the 
realism that loans from the United States are necessary to assure the success of
 
the program. 

There is an eagerness to get the program under way, not only fron the stdndpoint 
of the benefits to be deriVed within-the country, but also to show the United 
States and neighboring Central and South American countries that the Dominican 
Republic is taking its place among the free nations, in contrast to its endurance 
of an absolute dictatorship for 31 years. The people wish to achieve recognition 
by creating a successful savings and loan system which can serve as a.model to 
other nations. 

Our comments appearing under the heading of "Projection of Operations", above,
 
with details presented in Txhibits E and F, show that an AID loan of $3,500,000
 
to the Banco Nacional de la Vivienda is recommended for the period to June 30, 
1963. This total amount is not needed immediately but the advantage of-making a 
commitment for a specific amount prior to July 29 cannot be overstated. To do so 
will not only generate confidence on the part of those actively engaged in pro
moting the savings and loan idea but also on the part of the public upon whom 
rests the responsibility for the acceptance of the idea and the benefits which 
can emanate therefrom. 

Respectfully submitted, 

Ashley Foard 

Lyndon R. Day 

July 12, 1962 
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Exhibit A 

PERSONS CONSULTED OR INTERVIEWED 

John B.-Martin, Ambassador to the Dominican Republic
 

'Alton Hemba,-Deputy Chief of.Mission
 

Lewis -M.White, Second-Secretary and.Economic Officer
 

.Newell Williams,.fDirector of United States AID Mission
 

Norman Ward, -Deputy Director of United States AID Mission
 

Enrique Campos del Toro, Chairman of the Board, First Federal
 
Savings and Loan Association of Puerto Rico 

Thomas Carter, ManagerfBfranlbcof Chase Manhattan Bank, Santo Domingo 

E. Salas, Manager,.Branch of First National City Bank,.Santo Domingo 

Juan Bernal, Architect and Contractor, Santo Domingo 

Juan J. Pujadas, Architect -and Contractor, Santo Domingo 

Gustavo A. -Tavares G., President-Administrator; Ml de Js-Tavares 
Sucs., C.-for A., Santiago
 

Victor J. Espaillat, President, Asociacion para el-Desarollo, Inc.,
 
Santiago
 

Jose Rafael.Mera, Architect and .Contractor, Santiago
 

Miguel A. Lama-Mitre, David Lama-Sucs., Santiago 

Dr. Eduardo Paradas Veloz, President, Banco Nacional de la Vivienda, 
Santo Domingo 

Dr. J. Manuel Pittaluga N.,.General Manager, Banco Nacional de la 
Vivienda, Santo Domingo 

Board of Directors, Banco Nacional de la Vivienda (See Exhibit-H) 

Gustavo-A. -Tovares, President-Administrator, Fabrica.de.Mosaicos Tavares, -. 

C.-for-A., Sauto-Domingo 

Board of Directors, Associacion Popular de Ahorros.of Prestatos,, Santo 
Domingo (See- Exhibit. C) 
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Exhibit C 

Board of Directors 

ASOCACION POPULAR DE AEORROS. Y PRESTAMOS 
Santo Domingo, Republica Dominicana 

GUSTAVO TAVABES E., President Board of Directors
 
Civil Engineer,, age 3F, Vice-President and General Manager,
 
Fabrica de Mosaicos Tayares, C. por A., manufacturer concrete building
 
products.
 

ENRIQUE A34MENTEROS, First Vice-President of Board of Directors
 
Age 35; Vice-President of 5..Armenteros y Cia. Wholesalers, manufacturers.
 

DR. MAXIMO PELLERANO, Second Vice-President of the Board of fDirectors
 
Lawyer, Age 36, President of Preetzman Aggerholm & Co.
 
Insurance Agents
 

RAFAEL DEL TORO, C.P.A.
 
Age 1i7, General Manager of Del Rio Motors Co., Ford Dealets for the
 
Iondinican Republic
 

DR. COSME GOMEZ PATINO, General Practitroner and obstetrician,
 
,owner Patino Medical Center. Age. 42
 

AUGUSTO SAVINON
 
Age 39, Auditor, Frederick Schad, C. -por A. shipping agents ENSM,
 
London Mail Lines etc.
 

FELIPE VICINI
 
Age 30, partner Vicini Enterprises Sugar Cane mills, industrials
 

DR. JOSE RAMON ERNANDEZ LEBROR
 
Age 36, yice-Pres., General Manager, Comercial Distribuidora, C. por A.
 
home appliances, Agents for Kelvinator, Zenith radios etc.
 

JAIME ESTEVA
 
Age 34, Vice-Pres., R. Esteva y Cia. appliance distributor - frigidaire,
 
National Cash Register, Remington Rand, Phillips Radio etc.
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Exhibit D 

Board -of Directors 

ASOCIACION CIBAO DE AXORROS, Y PIESTAMOS 
.Santiago, Republica Dominicana 

ARTURO GRULLON E.
 
Industrial Engineer (Plastics)
 
Industrias Asociadas, C. por A.
 

GUSTAYO A. TAVARES G. (3-% years)
 
President-Administrator
 
Ml. de Js. Ta'jarea Sues., C. por A.
 
Department Store - Rum Manufacturers
 

DR. JOSE DE JS. JIENEZ (56 years)
 
Internist
 

TABARE ESPAILLAT (42 Years) 
,Administrator
 

Clodomizcs Checo & Cia., C. por A.
 
(Importer Wholesaler Hardware -Dry Goods)
 

JUAN TOMAS CCO (38 years)
 
Manager Retail Department Drug Store
 
Daniel Espinal., C. par A. (Farmacia "Normal")
 

JOSE TOMAB CRUZ (39 years)
 
Chief Accountant Textile Importers
 
(Wholesalers-Manufacturers)
 
Augusto Espaillat Sues., C. por A.
 

dARtOS A. BERMUDEZ (32 years)
 
Industrialist (Tannery)
 
Teneria Bermudez, C. por A.
 

MIGUEL k. IAMA. MITRE (34 year)
 
Dry Goods Retailer
 
Dayid Lama Sues.
 

VERUTIDIO BAMIBEZ
 
Accountant
 
a'.. Armando Bermudez, 0 . por A.
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PROJECTIO 07 OPERATIONS 
Savings and Mortgages of Savings and Loan Associations 

Investments 'byBanco Nacional de la Vivienda 

POPULAR CIBAG ASSN. A .ASSN, 3 ASSN, C AssI. 3 ASSN. E ASSN. F TOTAL 

Savings Capital of 
Savings and Loan Associations 

7-30-62 

12-31-62 

6-30-63 

6-30-64 

Investments by Banco 
de la Vivienda 

Nacional 

1R$ 200,000 

400,000 

* 800,000 

$1,200,000 

R4 200,000 

* 325,000 

$ 650,000 

$1,000,000 

RD$ 

$ 

$4 

100,000 

250,000 

500,000 

RD* 

$ 

$ 

100,000 

250,000 

500,000 

Br. 

$ 

4 
$ 

100,000 

250,000 

500,000 

$ 

$ 

-

-

100,000 

250,000 

RD) 

4 
4 

$ 

100,000 

250,000 

RD$ 

$ 

$ 

-

-

75,000 

200,000 

PnF 400,000 

$1,025,000 

$2,475,000 

$4,400,000 

Crmlative to 12-31-82 

Cumative to 8-30-63 

Cumulative to 6-30-64 

Mortgages Held by 
Savings and Loan Associations 

$1,000,000 

$2,100,000 

$3,300,000 

$ 800,000 

$1,600,000 

$2,900,000 

$ 400,000 

$1,200,060 

$

$ 400,000 

$1,200,000 

$ -

4 400,000 

$1,200,000 

$ 

$ 
$ 

-

-

500,000 

$ 

$ 

4 

-

-

500,000 

* 

$ 
4 500,000 

$1,800,000 

$4,900,000 

$21,300,000 

12-31-82 

6-30-63 

6-30-64 

$1,400,000 

$2,900,000 

$4,500,000 

$1,125,000 

$2,250,000 

$3,900,000 

* -

$ 650,000 

$1,700,000 

$ -

$ 650,000 

$1,700,000 

$ -

$ 650,000 

$1,700,000 

7 

-

750,000 

40 
$ 

$ 

-

-

750,000 

$ 

$ 

$ 

- $2,525,000 

- $7,100,000 

750,000 $15,750,000 
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PROJECTION OF OPERATIONS 

Summary of Tminds 
(Cimulnative) 

Capital 
(1)ominican 
.diepublic) 

AID 
Loan 

Private 
Share Capital 

in Associations 
'otal Availabl& 

Funds for Lending 

Mortgages 
Held by 
Assns. 

7-30-62 RD $ Aooooo RD $ 400,000 RD $ 8oo,ooo -0

12-31-62 900,000 1,000,000 1,0253000 2,925,000 2,525,000 

6-30-63 1,400,000 3,500,000 2,475,000 7,375,000 7,ooooo 

6-30-64 1,.900,'000 10.,000,000 4j400,000 16,300,000 15,750,000 
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EXHIBIT G 

BANCO NACIONAL DE LA VIVIENDA 

SANTO DOMINGO, REP. DOM. 

May 19, 1962 

Hon. Teodoro Moscoso
 
Administrator, Latin American Program of 

Alliance for Progress 
New Department of State Building - Room 3498 
Washington, D. C. 

Dear Ambassador Moscoso: 

Enclosed please find application addressed to your 
agency requesting a loan of ten (10) million dollars for the 
Banco Nacional de .la Vivienda. 

We trust that this application will meet with your 
approval and that the funds requested will be placed at our 
disposal as soon as possible. As you know, time is of the 
essence. 

Sincerely yours,
 

/s/ Eduardo Paradas Veloz 

Presidente,
 
Banco Nacional de la Vivienda
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APPLICATION FOR A LOAN 

may 1 9 - 1962, 

International Aid Agency 
Washington, D. C. 

Gentlemen: 

The Government of the Dominican Republic has established and
organized a Banco.Naeional de la Vivienda (National Housing Bank), .whose 
main purpose is to provide funds for the creation and functioniig 'ofa 
System of Savings azid Loan As.sociations; to supervise said' associations 
and to act as financial agent for the Instituto Nacional - de la Vivienda, 
in charge of low cost housing for workers and for other such pirsons of 
low income. The National Housing Bank ii ready to start its operations. 
The National Housing Bank.has powers,: functions and purposes similar to ^ 
those of the Federal Home Loan Bank in the United States. It is sujervsed 
by the Superintendent of Banks of the Dominican Republic, and will o)[eiite 
as a Reserve Bank fbr the savings and loan associations which are authorized 
to purchase stock.in it. It cannot engage in direct lending to the puiblic 
or receive individual deposits or accounts from the public, but must operate 
through the savings- and, loan associations and the Instituto Nacional de la 
Vivienda. 

- -Its authorized. apital will amount to .tqn (10) million dollars 
of -thich two (2) millions will be contribited by the Dominican Government 
immediately. This bank pi'ofoses to lend.to-the- savings and loan associ
ations at a rate of-interest of four (4)fercent.payable in a term not-to 
exceed ten (10) years. 

A copy of the 1 w is herein attadhed and made a part of this 
application. 

The National Housing Bank contemplates fostering the establish
ment of eight (8) savings and loan associations in the following locations: 

1 - Santo Domingo City 
2 - Santiago de los Caballeros 
3 - La Vega 
4 - Puerto Plata 
5 - San Francisco de Macoris 
6 - San Juan de la Maguana 
7 - San Pedro de Macoris 

- Barahona 

http:stock.in
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It is estimated that these eight associations will open their doors with 
an initial capital of a million dollars. In order to accomplish'the 
objectives for which these associations are established, and in order to 
promote the prompt recovery of the economy in the Republic, now stagnant, 
and in order to help to create a strong construction industry, (second to 
the sugar industry) these associations need financial assistance to be 
provided in the form of seed capital and loans from the National Housing 
Bank. 

It is estimated that for the purpose of providing seed 
capital to these eight newly created institutions, the National Housing 
Bank will need three (3) million dollars or, in other words, three times 
the initial capital subscribed by the associations. 

It is also estimated that the associations to be established 
in Santo Domingo, the capital, and Santiago, the second city, will need, 
the first, two (2) million dollars, and the second, a million dollars, in 
loans, to take care of the construction projects that are already being 
worked in the planning stage. It is also estimated that the other six 
associations will need three (3) million dollars in loans at an average of 
$500,000.00 each for the same purpose. 

It is also contemplated that the National Housing Bank will 
start a section, bureau or office for the purpose of insuring the deposits 
in the savings and loan associations for which purpose the National Housing 
Bank will need at least a million dollars. In total, for seed capital, 
loans for the associations and for the creation of an insurance instru
mentality, the National Housing Bank needs ten (10) million dollars. 

It is hereby assured that the funds or resources of the 
associations will be placed into privately owned low and medium cost
 
houses. No losn will be made in excess of ten (10) thousand dollars, and 
the loans will be written for a period of not more than twenty-five (25) f 
years. 

It is also assured that fifty (50) percent of the resources £6 
of the associations will be invested in loans not exceeding five (5) 1' 
thousand dollars, with a downpayment of not less than ten (10) percent; 
forty (40) percent will be invested in loans from $5,000 to $7,500, with 
a'downpayment of not less than fifteen (15) percent, and the ten percent 
(10) balance in loans from $7,500 to $10,000, with a downpayment of not 
less than twenty-five (25) percent. 

Rules and regulations will be issued with force of law by the 
National Housing Bank covering the granting of loans or the giving of 

http:500,000.00
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financial assistance to the savings and loan associations and other 
particulars pertinent to the sound and efficient operations of the 
associations0 Long-term loans to the savings and Than associations by 
the National Housing Bank will be secured by collateral consisting of 
first mortgages. The rate of interest to be charged to borrowers by the 
savings and loan associations will be regulated by the National Housing 
Bank and is expected not to exceed eight (8) percent. 

The construction industry at the present time is in a critical
 
stage in the Dominican Republic, as low as 20% of what it was in 1959, at
 
which time it was deteriorating. At the present moment there is unemploy
ment of the available working forces in the Dominican Republic estimated
 
as high as 70%. Financial assistance is urgently needed to provide work
 
for this tremendous segment of manpower which is unemployed. The situation
 
is really critical.
 

In view of the facts heretofore stated, the National Housing 
Bank of the Dominican Republic, the undersigned, in its name, hereby submits 
an application for a loan in the amount of ten (10) million dollars to be 
used for the purposes herein stated, which loan will be repayable in a period 
of twenty (20) years with interest at 2-1/2%. 

The undersigned hope that the information herein submitted will
 
be sufficient to enable you to consider favorably this application. In the
 
event that additional information is needed in support of this application,
 
please do not hesitate to call upon us.
 

Respectfully submitted,
 

BANCO NACIONAL DE IA VIVIENDA
 

/s/Juan Pacheco Morales /s/Eduardo Paradas Veloz
 

Dr. Juan Pacheco Morales Dr. Eduardo Paradas Velos
 
Member 
 President
 

/s/ Juan A. Alfonseca /s/Manuel E. Tavares 

Juan A. Alfonseca Ing. Manuel E. Tavares E. 
Member Member 

Director General del 
INSTITUTO NACIONAL DE LA VIVIENDA 

/s/ Luis Jose Alvarez 

Luis Jos6 Alvarez, Member 



EXHIBIT H
 

BANCO NACIONAL DE LA VIVIENDA
 
SANTO lOMINGO, RR. DOM.
 

June 14, 1962 

Mr. Teodoro Moscoso, U. S. Co-ordinator 
Latin American Program of Alliance for Progress 
New Department of State Building - Room 3498 
21st and Virginia Avenue, N. W. 
Washinton 25, D. C. 

Attention: Miss M. Kranz
 

Dear Mr. Moscoso:
 

In order to provide more detailed information in connection with 
a loan application originally submitted to you on May 19, 1962, I have 
enclosed a memorandum setting forth answers to a Checklist of Informa
tion supplied to us by your Agency for this purpose. 

The loan amount is $10 million, for the Banco Nacional de la 
Vivienda (National Housing Bank) of the Dominican Republic. 

I am also enclosing a copy of the official publication of Law 
No. 5897. 

Since this information is considered necessary for further con
sideration of our loan application, we would like this letter and its
 
attachments to be made part of our original application.
 

A brief outline of our housing program and the related laws now
 
in effect may be useful to you in consideration of our application.
 

In the Dominican Republic, three laws have been promulgated
 
recently for thepurpose of meeting the critical housing needs of the
 
Republic. These laws are:
 

1. 	Ley Organica del Banco Nacional de la Vivienda
 
(No. 5894). (Organic Law for National Housing 
Bank). 

2. 	Ley sobre Associaciones de Aberros y Prestamos
 
'para-la Vivienda (No. 5897). (Law for Savings
 
and Housing Loans Association).
 

3. 	 Ley que cres el instituto Nacional de la Virienda
 
(No. 5892). (Law that established the National
 
Housing Institute).
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In order to provide the essential part of this program embodied
 
in the first two laws mentioned above with the necessary seed capital
 
to begin operations, we have made an application for a loan of $10
 
million to AID. 

For the programs prepared under the third law listed above, an 
application has been formally made to the International Development 
Bank for a loan of $5 million. 

We have also formally requested the IDE for technical assistance 
in putting into operation the entire housizig' program outlined in the 
thtee new laws. 

This assi-stance will consist of three technicians who will lend 
their respective talents to three different areas of the program: 
legal 'matters, savings and loan associations, and Government-supported 
housing. 

The legal adviser will remain in Santo Domingo for approximately 
one month; and the other two technicians will stay for a period of not 
less than one' year. 

The enclosed memorandum sets forth in detail answers to your 
Checklist, with specific reference to the appropriate law. If any 
additional information is needed in connection with this application, 
please do not hesitate to let me know. 

Sincerely yours 

Eduardo Paradas Ve1os 
President 
Banco Nacional de la Vivienda 

Enclosures 
1 - Checklist dated June 12, 1962 
2 - Answer dated June 14, 1962 to Checklist 
3 - Copy of Law No. 5897 for Savings and Housing Loans Association 
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June 14, 1962 

Memorandum setting forth answers to the Checklist of Information 
as requested by the Agency for International Development and sub
mitted as part of the $10 million loan application from 'the Banco 
Nacional de la Vivienda. 

1 (a) 	 The National 'Housing Bank will make loans to the Savin'gs and 
House Loan Association, but only for financing construction, 
acquisition or improving the home. The terms are fixed by the 
law for no more than 10 years. (See Law, Art. 1, paragraph 1; 
and Art. 8, paragraphs 2 and 3.) The law does not fix the 
rate. This authority is delegated to the Administration Board 
ofzthe Bank. As stated in the May 19th application, the Bank 
proposes to lend to the savings and loan associations at a rate 
of 4%. -(See original May 19, 1962 application, page 2.) 

(b) 	 The National Housing Bank can make deposits in savings and loan 
associations, but only with the approval of its Board of Admin
istration. The deposits could not be made for a term exceeding 
5 years and they will receive a rate of interest lower by one 
point to the one received by the savings depositors. (See 
Law, Art. 9.) 

(c) 	 The National Housing Bank will make loans to the savings and 
loan associations with up to 90% of the unpaid balance 62 the 
mortgages offered as a guarantee of the loan. (See Law, Art. 8, 
paragraph 3.) 

(d) 	 The National Housing Bank will guarantee both the repayment of
 
outstanding principal amoint of deposits and the repayment of
 
mortgage loans. (See Law, Art. 1, paragraph 5; Art. 13, para
graph 9.)
 

2 (a) 	 The savings and loan associations will operate under the specific 
regulations of their own law No- 5897. (Law for Savings and 
Housing Loan Associations). They will also operate under the 
proposed regulation to be prepared by the Administration Board 
of the National Housing Bank with the approval of the Junta 
Monetaria (Monetary Board) which is the highest Board in the 
Dominican Banking System. (See Law No, 5897. See Law, Art. 13). 

Legal assistance of technicians from the U.S.A. has been for
mally requested to advise us in the preparation of this pro
posed National Housing, Banki regulationis In-.thisi.reguiatio we will 
follow quite closely the Federal regulations for the equivalent 
institutions in the United States. (Federal Home Loan Bank 
Board and Federal Savings and Loan Insuranee Corporation".) 
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(b) 	To grant charters to individual associations they ieed to be 
approved by the Administration Board of the National Housing 
Bank. This Board will check if it meets the conditions required 
br the law. (See law, Art. 5; see Law No. 5897, Art. 5) 

(a) 	The plan of operation for.the savings and loan associations is 
fixed in law No. 5897. The associations will also have -to 
follow the rules dictated by the National Housing Bank. In 
addition, savings associations will have their own bylaws. 

The dividend rates with respect to depositors will be fixed, 
of course, by the market, but it is expected that will be at
 
least ore point higher than -the rate paid by commercial banks.
 

(See 	law, Art. 1, paragraph 1. See Law No. 5897, Art. 12, 
paragraph 9) 

(d) 	 The rates of the home mortgage loans made by the savings and 
loan associations will be fixed by the Administration Board of 
the National Housing Bank with the approval of the Jtmta 
Monetaria (Monetary Board). The National Housing Bank 'proposes 
that the rates of interest to be charged to borrowers by the 
savings and loan associations will not exceed 8%. (See Law, 
Art. 13, paragraphs 1 and 5; Law No. 5897, Art. 32; and 
Original application of May 19, 1962, page -). 

(e) 	 'We expect the savings and loan associations in the Dominican 
Republic will have the same success as 'experienced in U.S.A., 
by giving government protection to the savings accounts through 
an insurance system established by the National Housing Bank. 
(See Law, Art. 1, paragraph 5). 

We will also try to make peopI& in the Dominican Republic
 
understand and feel the convenience of this system.; 

If this system, typical product of the U.S.A.., has had success 
in Puerto Rico, which has a very similar psychology to ours) 
we are convinced that by following the same principles our pro
gram will be a success. 

3 -The ability to repay the AID loan will be provided adequately by 
the guarantee of the Dominican Republic government. The author
ized capital of the National Housing Bank is $10 million of' which 
$2 million will be contributed by the Dominican government immedft4 
ately. Since this Bank is patterned after a similar hystem in the 
United States'which is self-sufficient, it is believed this 
National Housing Bank will be self-sufficient from receipts from 
insurance fees, examination charges and interest returns on 
advances. 
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14 - The list of the major cities in which savings and loans will be 
established is provided in the original application. (See page 
2). These cities are: 

1. Santo Domingo City 2. Santiago de los Caballeros'
 
3. La Wega 4. Puerto Plata 5. San Francisco de Macoris 
6. San Juan de la Maguana 7. San Pedro de Marcoris 
8. Barahona 

More detailed information in this connection will be provided as
 
the associations are established.
 

5 - In preparing the regulations for the National Housing Bank and 
the ones for the savings and home loans, associations, the Board 
of Administration of the Bank with the collaboration of the legal 
adviser from the United States will establish a Minimum Property 
Standards. It will be similar to those established by the Federal 
Housing Administration of U.S.A. The purpose is to obtain those 
characteristics in a property which will assure present and con
tinuing utility, durability and desirability as well as compliance 
with basic safety and health.requirements. To provide these,. the 
Board will set forth the minimum qualities considered necessary in 
an existing construction or in the planning, construction and 
development of the property which is to serve as security for an 
insured mortgage. 

6 - 'The upper limits amount of an individual mortgage loan or series 
.of mortgage loans, to be made 'to any individual by any savings and 
loan association will be fixed by the Board of Administration of 
the National Housing Bank with the approval of the Monetary Board. 
(See Law, Art. 13, paragraph 7) 

In our original application the Administration Board agreed that
 
50% of the resources of the associations will be invested in loans 
not exceeding 5 thousand dollars; 40% will be invested in loans 
from $5,000 to $7,500 and the 10%balance in loans from $7,500 to 
$10,000. No loan will be made in excess of ten thousand dollars, 
and the loans will be written for a period of not more than 25 
years. (See original application, page 3.) 

7 - We anticipate the most savers will come from the middle class, 
with average incomes ranging from $150 to $300 per month. The 
range for high income families is approximately $300 to $500'per, 
month. 

Workers in the higher incomes are usually employed in the
 
Government, in large**business firms, and in professional ser
vices. The middle class workers are small businessmen, and 
Government workers. Lover income workers are found in factories, 
farms and, other manual work. 

jmenustik
Rectangle
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It is expected that monthly mortgage payments in each of the above 
incometlevels wili approximate the current rent now being paid by 
these families. 

Water and electricity would be no more since it is generally paid 
by the renters. Houses are of masonry with little fire hazard and 
fire insurance rates would be low if required. There is at present 
no real property tax. 

8 - The major departments of the Bank will include chartering of the 
savings associations, supervision, insuring of deposits, insuring 
of mortgages, and credit advances. -Inthe beginning we anticipate 
that all of these fuHtions will be handled by one department As 
I understand was true in the case of the Federal Home Loan Bank 
Board in the United States when it was.first established. 

9 - The five Bank directors have been carefully chosen and designated 
by the President of the Republic' in this form: 

Two recommended by the Junta Monetaria; two recom
mended by the Secretary of Finances, and the General 
Director of the Instituto Nacional de la Vivienda,
 
whichiis designated also by the'Fresident of the
 
Republic. (See CLaw, Art. 20.)
 

Each member has a substitute. The whole Board is composed as
 
follows: 

1. 	Dr. Eduardo Paradas Veloz, President 
dominican citizen, attorney at law, has been for 
more than seven years General Secretary of Banco 
de Reservas of the Dominicai Republic, with a , 
brief int&ruption during which-he was.a member 
6f the Legal Department of the Banks of the State 
in the Dominican Republic. 

2. 	Ing. Manuel E. Tavares, dominican citizen, civil engi
neer, formerly Secretary of Finances in the Dominican
 
Republic, and actually General Director of the Corpora
cion de 	Fornento Industrial, an autonomous . organiza
tionof the State.
 

3. 	Luis Jose Alvarez Pereyra, dominican citizen, General
 
Manager of the Shell Company in the Dominican RMpublic.
 

4. 	 Dr. Juan Pacheco Morales, attorney at law, member of 
the Planification Board in the Dominican Republic. 

5. 	 Juan A. Alfonseca, General Director of the Instituto 
Nacional de la Vivienda, member ex officio Dominican 
citizen. 
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The 	 substitutes are as follows: 

1. 	 Dr. Alfonso Petit Fondeur, substitute for the President, 
dominican citizen, attorney at law, has belonged to the 
personnel of Banco de Reservas of the Dominican Republic 
for more than 18 years. He has been also Comptroller of 
Banco Central of the Dominican Republic. 

2. 	 Juan Santoni Calero, dominican 'citizen, Manager of 
Implementos y Maquinarias, a commercial firm of the 
Dominican Republic which trades in heavy machinery. 

3. 	Aquiles 0. Farias, dominican ditizen, Public Accountant, 
formerly member of the personnel of Banco de Reservas 
and actually member of the personnel of Banco Agricola 
of the Dominican Republic 0 

4. 	 Horacio Alvarez, dominican citizen, Manager of the Pepso-
Cola Bottling Co. in the Dominican Republic. 

The 	General Manager of the National Housing Bank is Dr. Manuel 
Pittaluga, dominican citizen, attorney at law, and has worked in 
the 	projects of the National Housing Bank Law.
 

All the members of the Board of Directors, its substitutet&svvbll
 
as the General Manager ,ofthe Bank, are upstanding citizens, with
 
a good reputation and well respected in their profession. -None of
 
them has been in professional politics.
 

Dr. Eduardo Paradas Veloz 
President 
Banco Nacional de la Vivienda
 

NOTE: 	 When in this memorandum we refer to "Ltv" only, we are referring 
to the Organic Law for the National Housing Bank (Law No. 5894). 
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