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REPORT AND RECOMMENDATTONS CONCERNING DEVELOPMENT
OF A SAVINGS AND I.CAN TNDUSTRY IN THE DOMINTEAN REPUBLIC
WITH AGENCY FOR INTERNATTIONAL DEVELOEMENT ASSISTANCE

INTRODUCTION

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-
tents for the ATD agency in comnection with a loen applicstion for $10 million
to help -esbeblish-a- savings and lodn system. A copy of the loan applicgtlion
iy attached ag Exhibit G and supplemental information in vommection therewith
as Exhibit H.

g
Our primary asgignments were to (1) determine more specifivelly certain basic
fdcts relevant to the pending application, (2) consider the soundness, feds-—
ibility and effiectlyeness of the proposed operation, and (3) advise on how
ATD could best asgsist in the development of the savings and loan system in
the Dominican Republie.

Toc cbtain the moet relisble informdgbion and to assist wherever posgible, we
met on separate occasions with the board of directors of the Bawco Nacionsl
de la Vivienda or Netional Housing Bank (the Goyermment agency to provide
govermment dsgistance to the savings and loan system), with the board of
directors of the ggsociation. heing established inm Sante Domingo, =nd with
representatives of the associastion in procegs of orgdmization in Santiago.

We also had the opportunity to meet with Ambassador Martin &nd his assistants;
with Senor Enrique Compos del Torxeo, Chalrman oFf the Board -of the First Fed-
‘eral Savings and Losn Assceiation.of Puerto Rico, who has been & moving force
in the initiationm of the savings and loun concept in the Domimican Republic;
and with other busimers and civic leaders of the country. A complete 1ist of
the persons who were met is contained im Exhibit A.

There 1 a tremendous potential For the proposed savings and loan system 40
encourdge sayings and to help meet an cbvioug need for housing moderate income
families such g5 white collar workers and the higher Income industrisl workers
in the Republiv. The propdsal is Tealiptic and feamible from a technical
standpoint. It has the enthusiastic snpport of & broad base of the business
community, &nd there ig eyery indication that the Banco Naciomal de la Viyiendd
and the two pavings and loan sssociations im process of organization have
capable and experienced men in control of them. (See Exhibits C, D, and H)

SUMMARY OF RECOMMENDATTONS

Before proceeding with our report, we wilsh to emphasize the followlng major
recommendations:

1. A loan, in such form as ATD prescribes, should be in an dmount
sufficlient to cover the ATD share of imitial costs of establish-
ing the Banco Nacional de la Viyienda and the costs of operdtions
to Jume 30, 1963. As will be explaimed, this is roughly estim-
ated to be $34 million. While we have made a projection of
operations through Jume 30, 1964, =p ghown in Exhibits E end ¥, we
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feel there may be a lack ¢f realism and that operations should
be reviewed as some point to ascertain conditions then existing
as ta volume of activity and financial soundness of operatioms.
If otherwlse fearsible, assurance of continued AID assistance
beyond June 30, 1963 could be provided.

2. The loan or commitment therefore should be made before the end
of this month ind order to avoid delays and disruption of plans -
for the opening of sayings and loan coperations in the two largest
cities .of the country.

3. One or more techniciams should be sent immedlately by AID, to
apsigt irt the preparation of necesgary rules and regulationsg for
the operation of the gavings and loan asscociations, for insur-
ance of astcounts, and for the operation of the Bancg Neacionsl
de la Vivienda. Major policy questions have been diceussed &nd
in generdl have.been resolved, and some progress has beenm made
in the deyelopment of gperating procedurses. The remalnming work
is essentidlly technlcal but important and time consuming, sC
that the techniciang gent should zemaln. until the work hds been
completed. Regulations applicable to the cperatlions of the Banco
Wacional de la Vivienda are particularly iwmporbant. because mich
of ite aubhorizing legiglstion ik in very brodd terms.

4. Arrangements.should be made Por ATD to finsnce the cost 7 .
of employing an experienced sBavings and loan official to aHE‘risi:
the Baneo Nacional de.ls Vivlienda and the associstions for an
indefinite periocd. We have.been advised that a savings and loan
offieidl from the Flrst Federal Savings and Toan Association of
Fuerto Rico could be made available for this work.

5. Some form.of pericdic reporting to the AID agency by Bancd

Necionmal de 14 Vivienda should be required so that financing
reeds can be estimated in advance.

NEED FOR HOUSING

Little economic data exists which helps to measure the overall housing needs

of the populatlon gr the previse volume of need in #ny particuldr Income group.
Thig lack of informetion is of mo particular significance in ¢grmecticn with
action on the Troposed lomn or im shaping am immediate progrdm because housing
needg are great and obvious with respect to all imcome levels which would be
redchied with the proporged gavings and loan system.

A few facts mdy give some helpful background. The population has been in-
creasing .rapidly, as in other Latin, American coumbries. In 1930, 1t was about
1.3 miliicn, #@nd in 1960 it had reached something oyver 3 million. Aeccording
to recent studiegs, the.population is inereasging dbout 90,000 & yedr. Since
1930 the urban sector is estimated to have inocreased from 17 percent to zbout
30 percent.
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Apparently no reliable gbtatistiecal data exlsts en types of housing end the
income of gueupants, but informed persoms estimate sbout 10 percent of the
population remlide ixt good freame or cement houseg. The families living inm
thege dre in the upper or higher middle income levels. The averdge family
is about 6 pexsgns.

There hag beer almost no construction of low or mdderste priced homer in recent
years. Some 2500 moderate cost homes (estimated at $4,000 or $5,000 value)
were bullt by the TruJilis govermment For selected officials and friends of
the regime in Sento Domingo. Houses were trangferred 40 guch persons. withoub
any kmown patbern or prices. Sugar companies also hullt a cvonslderdble number
of houses for their weorkers, often am part of their compensation. We are in-
formed that housing .construction has sven been less in Santizgo than inm the
capital. New homes are comparatively Pfew and the total deficit .of homes in
the wounbry hds been estimsted as high #s 150,000. Taking inbo sccount the
annual population inerease which must be housed and the existing deficit, it
is reedily apparent that the need for houging iz umquestionmble.

A mignificent and gutsbanding characterigtic of the housing situation in the
larger citied, puch 48 Sambo Dominge #nd Santiago, is the large volume .of
squatter shacks built near the oufer boundaries. These vary greetly in size
and condition, but a surprising mmber of them, slthough unpainted &and small,
show congiderable cdre in construction and consist of new lumber.

GEMERAL, FCONCMIC CONDITIONS.

Informed pources adyise that the Dominican Goyermment will have g deficit

of from RD $10 millied tg KD zao willior this year with a budget .of KD $126 mil-
lion, but which may reach RD $130 million. Taxes and confiscated properties
brought less recelpts than expected during the first helf of this yedr. During
the second -half of the year increased revenuelk are expected fron income taxes,
and there hag been a 1 percent increase iy the amount of import tdxes. Central
Bank regerves have gone to $18 million from a negative reserye under the gld
regime. A better fiscal situation is expected for the mext year. The goyerne
ment wishes t0 dvoid & currency deflation and desires to continue to maintain
parity with the dolldr.

During the Trujillo régime there was a general appearance.of prosperity through
the maintensnce of congtruction getivity but ome which was not soundly con-
ceiyed. As wag to be expected, the bubble burst cansging hedvy unemployment,
and obther aspects of d@n econcmic depression. Some recovery has been made and
the outledck is brighter than #t sny hime din the past two years.

There #re Beridus economle problems which plague the courtry. The major prod-
uet iE wugar which vreates 60 percent of the vountry's foreign exchange and
which ir growh on T percent of the productiye ldand. Diversificabtion of agri-
culfural activity is badly needed as well as the deyelopmextt ©f obher matural
resources, such as bauxite.



SAVINGS AND TOAN ASSCCTATIONS AS AN ATD TO HOUSING

Savings and lpan aspociations haye & Aremendous opportunity to hely meet an
inportent part of the housing reeds ¢f the ceunbry, bevause (1) there ave
presently no savings insfitutions whabtscever engeaged in- lomg-term home
Pinaneing, (2). there is n substamtial segment of urban dwellers with incemes
adequste to make payments on houging &t costs contemplated under the proposal,
ax will be dikcusged, and (3) thers exisite & comstruction industry with large
unemployment .

There are of courge no imetitubions.in existence in the Republic similax +o
savings ard Ieam wesosiabioms. Commercisl banks meke Loans up to 25 years,

znd. we were.told oFf S¢me vities with no benks .of anmy kind. The construdtion

oP homes hus been deberred by bthe lack of fimsmcing Pacilities. At <me time

a povernment dgency, Salyids, wade some housing loads but thepe were cducen-
trated in the capltdl and resertment still Iingers in outlying areas at the
preferentidl treatment. Inm addition, kivkbdcks to Trujillo caused comstruction
costs. to Par exceed mctual values. The general public iy unscquainted with
housing costs and this ignorance can be. overcome by missionary activity by

the asgociatiqns which in turn will ledd to the desire for home ownershiy.

Sayings iustitutions should be perticuldrly sttrgctive to lnvestors becaute

of the limited fawilities dow existing. There is no securities mirket and
buginesses are usurlly either clgsed Pamily gperations or owoed by the govern-
ment. Barky iw lgvger cities spperemtly have not encoursged mavings by small
depositors. At presgent there remsins a certain distrust of benke, as a result
of their uge by the Trujillo regime. Taxation hag been ox the bagis OF cap~
ital rdather thenr on property and this dizeourdped deposits which became
subject to taxation. Tt is réported that under the new income tax law, the
income on deposits bringing less then a 6 percent return is exempt.

Selaries and weges are in general low but not zg low as in some other Latin
American wountries. Agrivultural wages are regulated im certain bections,
ineTuding those mppliceble to sugar, coffee, and rice productidm. Workers
in sugar mills haye had recent wage incresses of 100 to 150 percent .
Minimum weges are ususlly $2 a day and the govermuent pays $2 a day for
roafdwork, snd For umskilled work ip genersl. Wages for skilled construction
workers 18 Prom $3.50 to $5 a ddy. Many white ecllar and other employees
earn more then $175 a.month. In one cement plamt in Sanbo Domings with 250
empldyeey, an estimdted 25 percent of the employees earm over $150 a month.
Tt mey be xoted that only & very small pereentage of the enployees of this
plant, those in one of the ldarger commerclal barmks, and thoze in 4 large
peanut oil inmdustry with 450 empleyees, own their own homes. Tt was estim-
ated in conmection with the recently dddpted income tax ldw of the country
that about 10 percent of the people would have incomes ¢f more then $1200.

Many people in the Republic reslize the significance of housing prodvetion of
all kinde a@ an aid to ywelieve untmployment. -Unemployment is much feared =s
an instigator of diggent end urrest and thede mre kmown to exist. Evidence

of subztantial unemploymens exists in Sembo Domingo and other eitles. American
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Frbassy economlsts report that unemployment in cities hds been 12 percent to
15 percent, but hag improved slightly. However, unemployment in the construe-
tion indusfry im Tar gredter and some estlmabte tThat 1t was ax high as TO per—
cent thls yesr.

Because oF the status oF the construction inmdustry, housing production can be
of partigular bemefit to the country. In fact, 1t affords a meang not other-
wise Hvailzble. The two principal industries 0f the vounbry can be-stated as
sugar first and, second, mgrisulture gemerslly, which offer little opportunity
to gubstantislly sbsorb the umemployed in cities where miEt of the unemployment
exisks. AS nlweys in the case of housing constructiom, employment in allied
industries is equaliy ak important ay employment on the construction site.

Fortunstely, nlthqugh unemployment hes been high in the construetion industry,
Phere i ol ample nuber of bulliers in the larger clties who could proceed
with home comstruction if Pimancing were advalleble. TFor example, there are
25 or more bullders in Santo Domings, wmany of whon are idle.

SAVINGS . POTENTTAL

Tn the four months peried ending April 30, 1962, sayings acequuts in commercial
beinks heve inereased RD-$l,300,000 to & tetal of BD $12,700,000. This may be
taken 88 =n indtcator of @ trend for returning confidence on.the ‘part of the
public, peErticulsrly with respect to the governmenmt. The varidus persons cdn-
sulted felt that savings could be attracted {i Savings and loan dssgcintions
but there wis 1o sgreemtent as to the amount or rapidity with which they might
flow in.

The egtimates.o? sdavings balances shown on Fxhibit E represent eydluation of
the opinions expressed and dre belleyed to be condervatively stated. Knowipg
that two exsoelstioms will begin operztien om July 30 with RD $400,000 on hsnd
or Eubscribed, it gecms reasonsble to aspume au increase inm the first five
months of operation as the ssvings and loan coneept becomes incregsingly
better known. In additiom, it iz realistie to ascume that three ofher dgsdela~
tiong may be orsanized and ready fort operatiocn at December 31, 1962. TInmitial
savings belamves of RD $100,000 each are less than those esteblished for
POPULAR and CIRAO but this Iower smounmt is in keeping with the smaller poppla—
tions of the eitiler in which the dssociations would be Formed.

The attractign .of eayings .capital is dependent upon seversl factors. The
Dominivans generally do not heve a concept of thrift as the Trujillc adminis-
tretion destroyed any tendency for sevings in fimenclal institutlons by the
rarnk dand Pile of the people. It is believed, however, that a goodly amount of
Yougar bowl' and “mettress™ savings do exist and which may be attracted into
sayings and loex apsgocistions. No information is avallsble @8 to the extent
of investments by Dominicans .outside the country and thus no copelusion.can be
reached 88 t¢ whether any such fumds would be returned and inyested inm savinge
and logd asscelations.
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Angther Faetor, of course, is the extent and kind of promdtional activiby
which may be used to indure people to invest in savings and Ican associaticns.
Enthusiasm for this seyings mediym hag been generally limited to the persons
gpproached by the two organizing grdups and by the directorsg and general wan-
ager of the Banmco Nacional de la Viviends. The response 0 date calls FPor an
optimiztie wome¢lusion that the asscciations will he able to dbtract savings
from smong & wide group once the voncept becomes better known.

A third censideratisn is the wmdtiter of the rate of returrn to be paid om
gavingg. It 18 anticipabed that a rete of & percent per mmpum caxt be paid by
esch degoeintion from their respoctive met sarnings. This rate 18 believed
to be high erough 0 be mitractive fo persons who are not now Bayers in
Tinarelal instibubions. The rabte wurrently paid on savingy by commercial
benks iz 2% percent.

The Pourth Faetor, which iz mat unrelated td the gther three stated sboye, 1=
the promotldn of puplic confidence ip gavings and lodn agsogidbtions. The two
major conslderatioms sre (1) inpurance of sccount®, amd (2) United States
backing by the sarly grsnbing of 3 Iodsn or loan commltment.

The extent t¢ which insurence of scegunts may engender confiderce iz mot
reiadily dpparent simee the concept 1E entirely dew. Local officidly felt,
however, that knowledge by the saver that the Dominican govermment was backlng
the . sayings and Ioen system would tend to overcome some degree of reluctance
tq invest in 4 ney Ffinasncial enterprise. The second peint 1s of inestimdble
importance in getting the program launched and for = successful contimmnce.
The organizing groups in Santo Dominge and Sentisge are willing to go ahend
with plans for opening instltubions without the gsgistance that the United
States Govermment could provide throduch the granting of a loam, bubt they feel
their chdnces for successful operation are greatly enhsnced by the knowledge
of Undted States Govermment supporb. The feellmg exists thdat when the public
i aprrixed of the confidence of the United States Governmment in the under-
teking . to the extent of makinmg loans in support of their institufiomsy then
the publiv itself will generdte ity own confidence in the system.

MORTGAGE IENDLING PRACTICES

Tn ponversabiong with the marsgements of the two orgamiving grioups it wam
ascertained $hat Idans will be made on a take-out basis gnly, that is, pern~
anent financing For the home-owner and nobt the financing of & bullder during
the course of constructigrn. It ig mnderstood, but mot verified, that the
Chape Manhattsn Bank is willing to engage in the comstruetion lending .inm Santd
Domingo to the exbent of $5,000,000 =nd provide expert apprdisal and Iand
title Hdvice. The Locgl mandger of the Chdse Manhattan branch In Sanbo Domingo
exprégged B keen interest in the posgibility of constructicn lending projects.

Mortgage loans would be made for a meximum term.of 20 yedrs altheugh a term of
25 years ix permitied under the Iaw. The interest rate is anticipated as 8 per-
ceént per annum whivh proyides a sabisfactory spreed to cover operdting copbs,
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a dividend on Eeyings of 1%, and the building of rewerves. The monthly payments
on & 20-yedr loan zt 8% amount to $8.37 per $1,000 and cover principal snd
interest. Since vonstrpetion will generally be of concrete, Fire .snd edrbhe
queke Ingurdanes. premiums Hre nomrinsl. At thy prevent time there dre no resl
estite taxes fo be vonsidered. "

The mansgement of the ASOCTACTION POPULAR in Santg Domtlngo. mdvided thet its
proposged requirement on down payments by purchasers would be lb_%;iﬁgr 8 . houge
egsting $5,000, 15% fer .dme.costing $73500, #nd 25% .o ome of $10,000. A Fee.
appraiser -would be.used .In making appreisaslg. Loans would-be dpproyed. by a
‘three-mer Loan Committee of the Boexd ¢f Divectors. Wo.the exbent thet credit
reports were avalldble they would -bé utilized but in most inmsbences . the in-
vegtigation of load applicents will haye t¢ be wonducted on @ ‘personsl basik
48 to employment recird, chardgter, #nd the 1ike. The Torrens title system iz
in effeet In the Republic &nd the wijority of the land hag been brgught under
the system.

It is ambicipdbed that a worker with e mgnthly, income of $175 would.be sple to
tarry the monthly payments ox 4 home vouting .$5,000 where &:down prayment .of
$500 had beer made. Phayments of approximibely $h0 momthly would bé within the
rablio of 25% . ¢f income For housing expense. AS hes been.polmbed. wut esrlier;
there are a substantisal nmumber ¢f workers having this mimimim incdgme or more,
gnd who possérd.the ability t6 mdke.the dowm payment. The limiting feacbtor in
the growth ‘of gaylngd znd loan dssocimtions iy the avallability of gdyimgs for
lending purposes -and wob persons seeking homes to be financed..

The Bancd Nacional de 14 Viviends, in the sxplungbory statement concerning its
Yosn wpplicdation Edvises .that it will restriet agstcistions inm their lending
rractiees by requiving theb '50’5.0f their pegources must be Inyvested in Tosns
not exceeding KD $5,000; 40% in lodng not in exeess of FD $7,500, =@nd the

balgrve of 104 in lodnd ndt in exceds of RD, $10,000.

HOUSTNG CONSTRUCEION

The ASQOCILACTON POPULAR in Semto Domingo, while mot yet im operaticn, hix
received severdl propusaly for housing projerts t¢ be fininced. There are
appended hereto. sy Exhibits BL, B2, end B3 architetts plens for & typleal
hguse to cost approximstely RD $5,0008, imeluding the land. No effort hag
béen made to eviluabte the plens in termy oF United States ponStruction.or
voste and they dre pre&sented for illustrative purposes Only: Meaburemerts
are in meterg. The cost Hf conmtrueti¢n For & typical house wak.gtatéd.to-
be between $40 wnd $65 o sguare meter.

A grest deal .of lanmd inm degirable locatigns is =yailsble within Sante Domingd
and t0 & lesper &xtert in Suntiegg. The péspibility existe of ubilizing
Trujillo famdly lands, -of which there is « substentisl amount, in project
devyeloprernts .

Adyice was provided thal profiteering on .comstruction - ik -at 4 .minimm due to
(1). keen.competition ¥mong builders, amd (2) speculdtion or profiteering is
congidered d serious ¢ffenge vhich 15 a.reaction dgaimst practices preyelent
in the Trujilic regime.
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"DEVEL@PMEE[TI’ OF THE SAVINGS AND LOAN CONCEET

1.

BQNUO NACTIONAT, DE LA YIVIE:NDA

The (fovermment. of the Pominican Republic hsw Purnighed RD $500,000 to
+he Banco. Necioual de 1s Vivienda, which is depogited 1o the. eredit of
the. benk fn the Banco dé Reseryas (& commerclzl-bank adminixtered by
the Poyermment ) . The Government®s totdl conmitment in providing waplbal-
t¢ the Barnk 1g RD $2,000,000. Tno view oF the demands on the. trenpiry ¢f
the comtry &t this time, there ig every indiwdfign that the initial
emdunt G BD $500,000. represents & subgtentisl comtribublon. dnd @ real
ptake in the puceess of the .sayings and 108n. system beirrg egtablished.
Misslon Dirsetor Williems =nd .others have provided asgurance that this
corbributicn would. in ng way be retmbuised from other Funds saming From
ATD , or gther gutgide mpourices.

The. dapplication. of the Banco. Neelondl de ld Viviendd Tor gm ATD 1lgdrn
(Exhibits @ &nd ¥), Btates that the Bank would charge 4 perwent .om its.
advances Lo ss:ving's and. 1:c’an dgeggeintiong Which in tuwrn would. be per-
mitted bo therge up to 8 percent on fheir lgens. This im & brogder
ppread then existy in the Oberdtion -of Haviﬂgs and lgan. dESOGi&tl‘DIIE in
the Unlted States. We.imderstand that 4 comparsble 4 percent. rate. Wiy
permitted uider Some losny Hlready mude to mpsist savings dud lqan:st in
obher .countries, but orly wheve. Eeyere inflation. problemd existed.. |

It i¥ not recommended thet the 4 percent rate on. adysnces. Pe inbre&sed
in order to reduce the sboye spredd in rdtes, although e higher rdbe
might b&. worksble. The differentinl will permit the apgdcidabions o
bulld reseryes for the probectiod.of.invesbors and will provids & buls
wark iFf the gsegcistiony are for some reasom Forced to well. wortgdzes
ab d.-disgount. To.the exbent reservey dre created. Athey constitute.a
pubstitute for "seed money™ in the form.of gramts ¢r permanént invest-
rentd which would be less degirable. No Punds would be furnished by
the Bantd Naciondl de la Viviends to the apsdelstions which would. not be
repa.yablé,

The .organization of the Banto Nacionsl de la Viviends. hag.been .completed
ag Par dy the establishment of the board.of directors 1E voncermed. A
general mensger hag been.seletted and. gn initial .office stefFf :of three
Obther persons iy moy in.-opgration. A.Ilist.of the five directors of the
bank and their alberndtes dppearr in Exhibit H.

Office quarters sre présently lovdted in the Natiomal Archives. Building

‘but will be remoyed to. ancther govermment office building when remcdel-

ing hes been completed. The fumetions of the bank encompass. the chartering
and supervigion of sevings and loan assqcmtloﬂs and providing them with
ingurange ¢f their accounts. The bank alsc hds the authdarity ¢ make in-
vesbmenty in theé dsdociationsg and ledms to them. Under the. receutly
adogpted law the bank tan insure the mortgages held by the dggdelatlons

and those made by other mortgdge lenders. '
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A gypecidl meeting Gf bthe hosaxd of dirdetors wix attended by, thet under-
gigred at which many. quegtions were rdised by the dircctors &nd answers
vere prgvided i so far gy posslble. There 15 2 generdl comprehenzidn

.of the sdope :of the bark but there ig difficylty Iin trangléting these

broad .conslderationg imbo ppegific dperating detdils, For example, the
by-18¥s 0F the bark need to be drifted. There ig need for rules znd
regulatiore For the vharterirg, operation, and supbrvisisn.of sgvingsy.
and loan ggigéiatiend, gnd rules and regulatidns.for ingurange.df Hes.

_counbs.. There wag generdl sgreement that while inburarice 4F mortgages-
Wi dlgq 0f Inportence it -would be pogsible tu defer thix detivity. wntil

the dbhera méntioned aboye hHd. been satisfactorily orclvded .

Puring the wourge of the meeting propoged. interiw regulebigns yere
AraFted whixh ng‘plﬂ. provide for insurance of gccounts Tor the twg gesy-
elaticns which sxfleipate opening on July 30. Tt was f£elt that {F

- insurence of dccounts could be publielwed in commection with the Spering

OF . thege Imatitubitng it . would -huve 4 ‘Salutary PPt in gererating

Jnterest and enthusia:sm Por the gaylngs and loan progrem. The proposed

regulatidns provided . that the initial capital of the Savings Tnsurance
Department would be ED $100,000 which would be supplied from the

RD: $500,000 .of tritial capital oF the Demintcan Repyblic. There s
congiderable discubEion 4e to the mEximum: anidunt . ¢f Insurance ¥or edch
Hecount ard B tentative decizion wag to plice the initiel 1imif. st

FD $3,000 rgbhér than af the $1o 000 ax Found in the United Stetes.

* The ampunt of the ‘premivm for imsuvramces .of sccgunts wey nol determined

dlthough the gen‘efal thinking ran to a figure ¢f 1/6 of .1 percent per
armin.

There ig B great reed Port providing detdiled guidarice and asgistence to
the directors and ¢fficers of the benk. They dre regepbive to ideas,
they Ere esger and willing to devélop the contepbs provided. in.the
varicus. laws, but they are wrrinformed s ¢ the mavings.und.lodn concept.
It is highly, ;meprtant that techmical. apxistance be. mdde avalla'ble vt
the esdriliest peeeible ddte in orfder that thiy nationgl hdusing bark may
bepin operdtions ¢n & stund-balis For it 1w nevessary that the officisly
of the hank in turn provide gu:.ﬂande and direption to the mardgements. of
the saving® and lgan askgeiaztiems whith sre to We chartered.

- ASQCTACTCN POPULAR DE AHORROS.Y FPRESTAMOS

The grganlzation of the Apocldeicn Populdr de Aheérros. y Prégtamds. in
Santc Domingg hdx been perfected zmd the grgamizers are pleanning vd a
formal eéremonisl opening .coremony .on J‘uly 29. The #gsceiatiom will
gpen ‘Q‘fflcib.lly For- business on.the following day. 0ffice guarters hdye
been cbtained oo 8 prominent ¢ormer ia the Flneneldl district with the
‘other three .cornerg gecupied by the branch.of the Chage Marhettan Bdnk,
Bank of Nova Scqbtis, and Royal Bank 0f Cenddd: The Baned.de Regeryas,
officiel depositary of the Republied Domwinitana will be rext dgor to the
gsddidtion. The bullding Bt one time hdused the brdnch .of fhe Firsgt
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Neatienal (ity Bawk -of New York dnd 1s adsapteble to dSsgociation .require-
menty with a minlmum of dlteration.

Fxhibit ¢ glyes the npames oFf the directors .of the dspoeidtion and ligbs
brief pertinent.duba @ bo dge and gecupdtion. OF interest dre the relsd-
tively ydung ages pf the men #nd the. impertance of their profesgioddl
accomplishnentss A personal meeting with the board yprovided: the .distinet
iwpressionBE sgpregpive enthuridem and sincere interest in estdblishing

.a sound financi=l operation. Ab the meeting attended werbalw. by-law
changes were Jigcugsed Ht. length end the by-leaws were glyen final dpproval.

The gEgoeiation will open with iwitial sdvings capital of dyex RD :$200, 000
thtained Front gver 100 indiyidudlg.! -Fach'$rganizing director has heen
.regponsible Por cbtdalning .commituents for savings eccqunte in the form of
checks. Pergong prominent ix the finenclsal, comiercial, =nd ggvermmentel
Tife xof Sdnbg Domingg have hecome Informed .of the bavings and lgdn. cor-
&ept dnd haye responded enthugizstiedlly. One director remerked in
pagBing thet he hiad never experienced. & sijuation beforg where him
requests. for finsndlsl partigipstion had met with no refusals. In ad-
dition, voluntery pubscriptions haye beer tendered by middle income
versens who haye heard of the Formation .of the sEgoglation. A young
iawyer hag been gelepted to be the minsging officer dnd he e receiyved
tyo. weeks trdining iw the First Federal Savings and Loan Assgeiabiom of
Puerto Ricos -Obther persomel have been pgelected tentativelys:

ASOCTATION CIBAO DE ARORROS Y PRESTAMOS

Exhibit U pregents the ligt of qreanizers For the Asgelacion Cibag de
Ahorros ¥ Prestamos +o be locdfed in Sentisgg. KAg in the cdse. 6f the
Asceizeion Popdlar in Samto Domingd,.the. dlrectors ame men of substance
and standing Ix the Yommunity.

The lack :oF tine prevented persordl visits to Santiago; however, Sr. Gustavg
L. Tayares atcompanied by Sr. Miguel A. Lema Mitre, 4 director, dnd Sr. Jose
FRafael Mera, an architect, came to Santo Domingo to expldin the progress
being mads in Santiago.

Plans, haye been Formulated £ér the Formsal ceremonial opening ;of the
Hesgeiation on July 29 and the-optaipg For business on July 30. Imitisal
_Eavings capltdl in the present .amount -of RD $200,400 has been pubscribed
by 05 individiale, busineszey, and husimess dusoclations. Discusslons
have .beeri held with business pecple im Mdco, sbout 15 ‘miles From Santidgd, .
and .in other nedrby commmities &nd Fhvereble respense to the gaylngs -and
losn ides has peen received. It is plomed to proyide ar-educativn:l. -
oHmgaigr For verious employee groups to dequalnt them wifh the Fdeilities.
which the dssgeiation.will offer.

In wPPice for the #ssdeidtion hes not been gselected . gF yet tut three. are
urnder active congideration. A young lewyer has been selected as manmager
and he hes received two.weeks oFf inmbensive impbruction in the First Federdl
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Sayings dnd Loxn Associgtion.of Puerto Rico. -Accounmting and pther oper-
gting forms. are in the process of procurement, Bome dre coming Irgm
Puerto Rico gnd som will be printed. loeglly in Santidgg. By=lsws are
ir the process of developwent dnd.mugt be completed before a frarchiwe
(charter) will be iswued by the Banco Nationdl de la Vivienda.

L. OTHER ORGANIZING ACTIVITY

The generdl mensger of the Bamcg Necional de- 18 Viviendd he® held prelim-
- indry. discudrions. with coruiity ledders inm Sdn Frinvizco de Mdctris,

San Jusn de 14 Msgusnd, and San Pedng de Madordis. Enthugisstic responge
wag received .im ®11 threg places and they are desirous.¢f getting the
organization of 4 ¥dyings and Iloan. eggociation under way d€5.sogn Hs
possible. €itizend .of Azvs and La Romsna haye. visited the benk's gemersal
warager dsking for informaticn on.the sevings end lodn .concept and ex-
préseing &.desire For the formation .of &n gsgoeldtlion in their rerpective
arca¥. FExhlbit I presents o .ptudy of population density and shows the
lgcations ¢f the gavings and loan sssgeistions proposed to serye the
counbry lnitidily.

The feeling existe that-the esbablishment ¢f twa Bound .gperating Amstitua-
tiome im the country's two largest citles is all that can preperly be
undertdken ot the present time. The Factors limiting the organizatidn. Of
aggocistiors in, dthe? dress are (1) Pimancial regources of the bink,

(2) the immedinte need for the esteblishment of implementivig rules and
regulations For the operation ©f the axsociationms -and £or insurance .of
accdumbs, (3).the meed for fechnicdl guidance and dsistance, dnd (%)
pregent pergennel limitstionE: The bodrd of directors .of the bamk has
expressed 1tbel¥ we feeling thdat favordable actied .on it AW, J9an,_ requesgt
is 2 prerequisgite to the drganizatlion ofadditicndl assdeidtions.

FROJECTION OF OPERATIONS

There is ghown.on Exhihit ¥ a prgjection of .operdficns for balances -on yarious
detes Por the savingf capltal which cean be redsondbly anticipeted: to Fidh into.
Bevings and Idaen @ssgeiationg, for the investmenbs which can: be.expected to be
mAde by the Benco Nacignal de 18 Viviendd in the savingy end Llodx dsgelations,
=nd the tgtal of mortgages held by the ssrociations.

Seyings Cepitdl of Sdvingsg and Loan. Asggeistions

TWhere ie shown Tor July 30, 1962 the smourtt of RD $200,000.edch For-the Populsxr
Asoeideiod in St Domingo and for the (ibac. Asocideign in Sartiago. It is
resscmble to asume thet im the five monbhs of operation to December 31,. 1962,
that sayings im the Populdr Aséciavidn will incredse to RD $1}O@ ,000.and. in the
(ibao Asociucion KD $325,000. The incremse for Populdr would pe 100%.and for
Cibao 6554, Tn sddition it cen be expected that three additional essegeiatioms
eould concgiyably be ready t¢ open for business by the first of 1963 and we have
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estimted the initial share eapital to.be RD $100,000 each. It is.estimated
that totsl Eayings in sll associations on December 31, 1962 would .total RD

-$l, 025,000. It camndt -be ascertained where the three asgsoclatlons thdt are
likely o Upen by the end of the year are lgcgted except that considerable
.interest hag been exprepged in San Francisco de Macoris, San Judn de la Magugme,
and. San Pedro de Macoris.

For the six months pericd of dperation ending Jume.30, 1963,it is estimated

thet sharve gapital will imerease to a total.of $2,475,000. Ag will be ngted.gn
Exhibit E, the Bavyings capitil of each dgusacidtion.will haye incredsed. Bub-
stantldlly and in sddition three.gther asgociatigns would be expetted .to be

ready for gpening by June 30, 1963. -While the prgjection beyond Jume 30, 1963
leaves & grest dedl to be desired.ds ey ab exaciness may be eqneermed, it is
felt that 5 projection is desirable neverthelems. Agdin it will be moted that
increafes. in the rdyvings .capitel are shown for each of the elght assgelations
whichk are expected to be in cperation. The total..of the gavings is ED $%):LUO, 000,
.which does not seem. to constitube Bn . uncbtainable goal.

Investments by Benro Naclonal de 1la Viviendd

In the initial stéges -of the .operdtions .of the bank it is anticipated thet in-
vesbments will be made in the. yarious savings and ldem asgocistions.which are
organived. These inyvestments are in.contrast.to the making of laars,. or advances
ag they are more.techmicslly knbwn: The advantage of the inyestment..operation

ig that funds can be more readily made.avaeilable in sufficlent quantity, glving

a Pflexibility which would not.exist if adyahces weére mede to the imstitutions.

It is Pfelt that the agsoclatliong need every opportumity to.increase thelr earning
.assets ag rapldly af possible in order that they may meet cbligations .of oyerhead
and the payment of a dividend to the imyestors. At the expiration of a two. or.
three year period, when investment® are being repaid, then adyances capn be made
by the bank to the. asgociations on a more formal and.secured basis. Further, the
ratio.df investment by the . bank to private invepbments.lg calculated On an approx-
imate 3 to 1 basig. This ratio beems redlistic when.consideration iz given to
the emphatic meed for Funds For home findncing end is in.keeping .with gemerdlly
_recoguized comvepts. . A lesser rabio would not proylde & sufficient amount of. the
Punds required and & greater one might create a difficulty in the repayment ¢f
the investment within a reasomsble pericd. The projectiony .for invegtments. by
the bank ‘have. been.made ox.the above hases. '

Tt 1s expected that the Popular Aseciacion will heve an early demgnd for mortgage
financing and will be sble to utilize RD $1,000,080.0f inyestments by the bénk.
Tt is estimated that the Cibag Asociacion can use RD $800,000 of bark- invegtments.
during the First fiye monbhs of operdtiong. For the. six months- gperating . period
ending June 30, 1963, 1t is snticipabed thaf additicmal Ffunds will be supplied
by the bank; FD.$1,100,000 to Popular dnd KD .$600,000 to Cibao, as well as

RD $400,000 each to-three mewly organized institubions.

For the 12 monthg. perigd from July 1, 1963 to Jume 30; 196k, it seems reasounzble
t0. agsume that Populdr could ubilize to adyvantage RD $1,200,000 of additipndl
bank inyestments, Cibag RD-$1,300,000, and the other sgix.assceiations a proportionate
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amourrt . The total investment by the bank on Jume 30, 196k, 1s estimated.to be

RD $11,300,000. On Exhibit E the total.of mortgages -held by the varicus asgoc-
igtioms.as of the dgtes of December 31, 1962, Jume 30y 1963, and June 30, 1964,

are the total .of the seavings capital plux the Inyestments by the .bank for each

.of the asBdeiations for.esch date. On December 31, 1962, the two agsogiations,
FPopuler and Cibao, would. hold s total Gf RD $2_‘; 525,000, 1in mortgeges; on June 30,
1963 the Bopular &nd Tibao, pius three other associations, would hold.RD. $LT, 100,000
_In mortgeges and on Jume 30, 1964, the eight .amsocldtions .would. hold . total of
¥ $15,750,000.

In.order to give some magnitude of the scope of sayings and losn. findnding based
on the projection of operwtions, dver 500 houses &t an dverajge cost of approxim-
ately RD /$5,000 could be provided, or in process -of ‘congtruction, by Degember 31,
1962. At the end .of Jupme 1963 the cumulatiye botdl of houses findnced could be
oyer. 1400, and.by June 1964 over 3,000: While these figures are modemt in
-relation to weed, ‘they sre indicative of what may be dccomplished {hriough the
gavings end loan medium. As hag.peen .stated previously, the determining fector
with respect tg the mmber ¢f homes that can be flpanced is the inflow of sayings
capital in conjuncticn with invesbtments /by the Wenk from funds. supplied . by the
Dbr?inc@__n and United. States Covermments.

PROJECTION OF OPERATIONS =~ Summmary of Funds (Cumtlsbive)

BExhibit F presents a Bummary .of, informatiom aphpearing .om Exhibit E.with the
addition of an estimate of ATD Punds that could be.used - to the maximim adyantage.

The Dominic¢an Goyermment is expected .to depogif RD-$2,000,000 for the capital .of
the Banco Necionel de la Viviends. Of this dmount RD $500,000. 1% .currently on
depgsit and ED $10Q,000.of +he RD $500,000.1ig -being .ear-merked 85 the imitial
capital for the Savings Insurance Pepartment .of the bamk. FPresumably the balsdnce
of RD $400,000 would be dvellable for imvestment.in or advances. to the aspocla-
tiong which will.be in operation. Thus od June 30,.1962, the bank would haye

RD $400,000 in capital which it would- lend, and the ass¢elations -would .open for
businege with private share capital of RD $400,000, either held or subseribed.td,
making & total of RD $800,000 available for mortgege lending. On December 31,.
1962, the eapital of the bark is showm to bave inéreased by KD $500;000, an ATD
.loan of RD $1, 000,000 hHS been recelved, priyate share.capital hes.increased. by
RD $625,000 and the totdl ayailsble fumds for mortgege lending. haye amounted to
RD-$2,925,000. By thig date it is expected that the agsdceiations will have
actually mede mortgeges totaling RD $2,525,000:

Uging the projection for the need for funds ss shown .on Exhiblt F and.zssumlng
.the inflow of private .share capital already noted. the totdl .of the ATD.ldans.on
Juné 30, 1963 should equsl RD $3,500,000. Againg it i assumed. thdi the Domin-
ican Govermment will have deposited RD-$500,000 in ddditiomsl capltal fer the
bark and totsl Fumds .availsble for lending will equal RD $7,375,000. Morigages
held by the dsgociations, or commitmente made therefor, would.total RO §7,100,000.
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-Carryiog the projection on for the year pericd ending June 30, 19611-, it would

be expected that the balance of capital for the bank of RD $500,000 would have

been deposited amd there would be a meed for an additional ATD loam of RD $6,500,000.
Private capitdl would haye increased by RD $1,925,000 and total available funds
would be RD $16,300,000, of vhich RD $15,750,000 would already haye been invested

in mortgages .

The need Por assistance in the form of loans from AID.is clearly showrd in these
projections. It is to be recognized that the proceeds of s loan cemnot be utilized
all at one time, but the need will be a tonstant one tver a perlod of time. There
ig no doubt thet AID can make the proceeds of a loan avallgble to the Barco Nacional
de la Viviends .ag funds would be required. Some method is easily devimable vhereby
a gimple reporting system will indicate the needs in adviance of their becoming =n
acbuality.

It ip bot belieyed degirsble to make any comtitment for funde needed beyond June

30, 1963 s but that & fresgh evdluation ¢of circumstences and conditions .existing

at that time would provide the basis for subsequent action. In any eyvemt pericdic

;iﬁorting should be established to provide guiddance to AID.in the dispursement of
ds .

The loan applied for would have = term of twenty years and this i considered
reagoneble. Any shorter period would create undue hardshiy inm repayment.dnd a )
longer period might create the impression that permanent capltal is being supplied.

The repayment of the loan can be effected in an orderly manner after the savings
and loan amscciations have gone through a development process and have.become es~
teblished ds an important segment of the finsncial community. During this perlod
the Banco Nacional de la Viviends will have gained recognition and will be able
to develop sources of funds for loanm repdyment in conjudetion with the sayings
and loan assoclations.

SUMMARY AND CONCLUSIONS

Spewific recommendations yill be fournd mear the begimming .of this report. We
cannot emphasize too strongly the need for houeing . of gll types and especially
for the type which savings dnd loan finsncing would supply. We recognize that
housing needs cen be only partially met in thig area gince the amount of avail-~
able savings ip the limiting fictor rather than the need for housing.

We found that the savings and loen idea has been warmly received by top govermment
officials and by business leaders. It is their opinion that tThe mayings and loan
idea will be accepted by the general public once the concepts of sayings and of
home ownership are explained to the people. We recogmize that a great deal .of
missionary activity mist be underteken but we feel that this will be dome based
upon expressions by the two organizing groups in Santo Domingo and Santlago, as
well as by the mansgemerit off the Banco Nacional de la Vivienda. .


http:housing.of

15,

There exists a realization on the part of those who are pioneering the savings
and loan i1dea in the Dominican Republic that herein lies a tool for self-help
vhich 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 comstruction industry but throughout the
entire economy. Savings and home ownership can serve as a bulwark against the
inroeds of commmism and there is an excellent opportunity to further the polit-
ical princ¢iples of democracy. There is no idea here of gifts or grants of funds
from the United States; ingtead the desire is. to provide self-help but with the
realism that loams from the United States are mecessary to assure the success of
the program.

There is an esgerness to get the program under way, not only frou the standpoint
of the benefits to be deriyed within.the country, but also to show the United
States and neighboring Central and South American countries that the Dominican
Republic is taking 1ts place among the free nations, in contrast to its endurance
of an abgolute dictatorship for 31 years. The people wish to achleve recognition
by creating.a successful savings and loan system which can serye as a.model to
other naticons.

Our comments appearing under the heading of "Projection of Operatioms”, above,
with details presented in Exhibits E end F, show that an ATD loan of $3,500,000
to the Banco Nacional de la Vivienda is recommended for the periocd to June 30,
1963. This total amount is not needed immediately but the advantage of making a
cormitment for & specific amount prior to July 29 cannot be gverstated. To do 50
will not only generate confidence on the part of those actively engaged in pro-
moting the Bavings and losn idea but also on the part of the public upon whom
rests the responsibility for the acceptance of the idea and the bemefite which
can emanate therefrom.

Respectfully submitted,

Ashley Foard

Liyndon R. Day

July 12, 1962



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
.Wewell Williams,,Director of United States ATD Mission
Norman‘ward,-Depﬁfy Director of United States ATID Mission

Enrigue -Campos del Toro, Chairman of the Board, First Federal
Savings and Loan Assoclation of Puerto Rico '

Thomas Carter, Managér),Brancinof 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, Architecet -and Contractor, Santo Domingo

Gustavo A. Tavares G., President-Administrator; ML de Js .Tavares
Sues., C.-for A., Santiago

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

Joge Rafael. Mera, Architect and .Contractor, Santiago
Miguel A. Lema. Mitre, David.Lama -Sucs., Santiago

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

Dr. J. -Manuel Pittaluga N.,.General Manager, Bancc 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, q} .f
C.-for.A., Sento Domingo h

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

Board of Directors

ASOCTACION POPGLAR DE AHORROS.Y PRESTAMOS
Santo Domlngo, Republica Domiricana

QUSTAVO TAVARES E.; President Board of Directors

Civil Engineer, age 34, Vice-President and General Manasger,

Fabrica de Mosaicos Tayares, C. por A., menufacturer concrete buildiug
.products.

ENRIQUE ARMENTEROS, First Vice-President of Board of Directors
Age 35, Vice-President of J..Armenteros y Cla. Wholesalers, mamufacturers.

DR. MAXTMO PELIFERANO, Second Vice-President of the Board of Directors
Lawyer, Age 36, President of Preetzman Aggerholm & Co.
Insurdnce Agents

RAFAEL DEL TORO, C.P.A.
Age b7, General Maneger of Del Rioc Motors Cd., Ford Dealers for the
Dominican Republic

TR. COSME GOMEZ PATINO, General Practibroner and obstetrician,
owner Patino Medical Center. Age 42

AUGUSTO SAVINON
Age 39, Auditor, Frederick Schad, C..por A. .shipping agents KNSM,
London Mail Liner ete.

FELTFE VICINI
Age 30, partrer Viecinl Enterprises Sugar Cane mills, industrials

DR. JOSE RAMON HERNANDEZ TEBRON
Age 36, Vice~Pres., General Manager, Comerclal Distribuidora, C. por A.
home appliances, Agents for Kelvinator, Zenith radios etc.

JAIME ESTEVA
Age 34, Vice-Pres., R. Esteva y Cia. appliance distributor - :E‘rlgldalre,
National Cash Register, Remington Rand, Phillips Radio etc.



Exhibit D

Board .of Directors

ASOCTACTION CIBAO DE AHORROS.Y PRESTAMOS
. Santiago, Republica Dominicana

ARTURC GRULLON E.
Trdustrial Engineer (Plazticse)
Industrias Asociadas, C. por A.

GUSTAVO A. TAVARES G. (37 years)

. Presldent-Administrator

Ml. de Js. Tayares Sucs., C. por A.
Department Store - Rum Manufacturers

DR. JOSE.DE JS. JIMENEZ (56 years)

» Tmbernist

TABARE ESPATIIAT (42 Yeers)
Administrator

Clodomire Checo & Cia., C. por A.
(Importer Wholesdler Herdwsre Dry Goods)

JUAN TOMAS .CHECO (38 years)
Mansger Retall Department Drug Store
Daniel Espinal, C. por A. (Farmacla "Normal')

JOSE TOMAS CRUZ (39 yeers)
Chief Accountant Textile Importers
(Wholesalers-Manufacturers)
Augusto Espaillat Sucs., C. por A.

¢ARTOS A. BERMUDEZ (32 years)

- Industrialist (Tanpery)

Teneria Bermudez, C. por A.

MIGUEL &. TLAMA MITRE (34 years)
Dry Goods Retailler
Dayid Iema Sucs.

VERUTIDIC RAMIREZ
Accountant
J. Armando Bermudew, . por A.



Bavings Capital of
Savings and Loazn Aspoclations

7-30-62
12-31-62
6-30-63
6-30-64

Investments by Benco Racional
de la Viviends

Cumlative to 12-31-62
Cumiletive to B-30-83
Cummlative to 6-30-64

Mortgepges Held by
Savilnge and Loen Aspoelations

12-31-62
B=30-53
6-30-64

POPULAR

RD$ 200,000
$ 400,000
$ 800,000

$1,200,000

41,000,000
$2,100,000

43,300,000

$1,400,000
42,900,000
$4,500,000

CIBAC

RD$ 200,000
$ 325,000
$ 650,000

41,000,000

$ 800,000
$1, 600,000

$2,900,000

$1,125,000
$2, 250,000
$3,900,000

PROJECTION OF QPERATIONS
Bavings end Mortgages of Savings and Losn Associations
Investments by Banco Naclomal de la Vivienda

ASEN. A

R =
$ 100,000
$ 250,000

$ 500,000

$ -
$ 400,000

41,200,000

$ -
4 650,000
$1,700,000

ASSH, B

RT$ -

$ 100,000
$ 250,000

$ 500,000

$ -
$ 400,000
$1,200,000

$ -
$ 650,000

$1,700,000

ASSH. ¢ AESR, D
Ro$ - RD$ -

$ 100,000 5 -

$ 250,000 $ 100,000

$ 500,000 $ 250,000

$ - $ -

$ 400,000 $ -

$1,200,000 $ 500,000

$ - G

$ 650,000 ¢ -

$1,700,000 $ 750,000

Exhibit E

ASSH. B ASSN, F TOTAL

- RD$ - RD$ 400,000
$ - 3 - $1,025,000
$ 100,000 $ 75,000 $2,475,000
$ 250,000 §$ 200,000 $4,400,000
$ - $ - $1,800,000
$ - $ - $4,900,000
$ Soo,000 § 500,000 $11,300,000
$ - $ - $2,525, 000
$ - 3 - $7,100,000
$ 750,000 & 750,000 $15,750,000
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7-30-62

12-~31-62

6-30-63

6-30-64

Capital
{Dominican

-Republic)

RD $ 400,000
900,000
1,400,000

1,900,000

FROJECTTON OF QFERATIONS

Sumary of Funds
(Cumilative)

1,000,000

3,500,000

10,000,000

Private
Share Capital

in Associations

| Total Availsable
Funds for Lending

RD $ 400,000
1,025,000
2,475,000

L4 h0B,000

RD $ 800,000
2,925,000

7,375,000

16,300,000

Exhibit F

RD $

Mortgages
Held by
Agsns. .
opm
2,525,000

7,100,000

15,750,000



BANCO NACTIONATL. DE LA VIVIENDA
SANTC DOMINGO, REP. DCM.

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 ﬁour
agency requesting a loan of ten (10) million dollars for the
Banco Nacionzl de la Vivienda.

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

EBsSence,

‘Sincerely yours,

/s/ Eduardo Paradas Veloz

Presidente,
Banco Nacional de la Viviends

EXHIBIT G
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APPLTICATION FOR A LOAW

May 19, 1962

Interngtional Aid Agency
Washington, D. C.

Gentlemen:

The Govermment of the Dominlcan Republic has established and.
organized a Banco Nacional de la Vivienda (Nationa.l Housing Bank),’ » whose
mzin purpose is to provide funds for the ecreation and functioning of &
System of Savings and Loan Assccistlions; to supervise said associations
and to act as financial agent for the Instituto Nacional de 1lé Viviends,
in charge of low cost housing for workers and for other such pérsons of
low income. The National Housing Bank is 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 supervised
by the Superintendent of Banks of the Dominican Republic, and will operate”
as a Reserve Bank for ‘the savings and loan assoclations which are authorized
to purchase stock in it. It cannot engage in direct lending to the public:
or receive individual deposits or accounts from the publie, but must operate
through the savings- and loan associ&tions and the Instituto Nacional de la
Viviends. e w

e Its authorizéd. cap tal will amount to: ten (10) million dollars
of ‘yhich two (2) millions will be contributed oy the Dominican Government
immediately. This bank proposes to lend. to thé- savings and loan associe
ations at a rate of interest of four (4)° percent pa,ya'ble in g term not to
exeeed ten (10) ypgrs. .

e
("

A copy of the law is herein afttaéhed and' made a part of this -

a.pplicat_ion..

) The National Housing Bank contempla.tes fostering the establighe
ment of eight (8) savings a.nd losn associations in the following locations-
H -
1l = Santo Domingo City
2 = Santisgo de los Caballeros
3 = La Vega
L = Puerto Plats
5 « San Francisco de Macoris
6 = San Juan de la Maguans,
7 = San Pedro de Macoris
§ = Baranons,


http:stock.in

Tt is estimated that these eight sssociations will open their doors with
an initisl capital of g million dollars. In order to accomplish the
objectives for which these assoclations are estehlished;, and in order to
promote the prompt recovery of the economy in the Republic, now stagnant,
and in order to help to eareate a strong construction industry, (second to
the suger industry) these associations need financial assistance to be
provided in the form of seed capital and loans from the National Housing
Bank,

It is estimgted that for the purpose of providing seed
capital to these eight newly created instlitutions; the National Housing
Bark will need three (3) million dollars or, in other words, three times
the initial capitsl subscribed by the assoclations.

It is also estimated that the associations to be established
in Santo Domingo, the egpital, and Santisgo, the second eilty, will need,
the Pirst, two (2) million dollars, and the second; s million dollars, in
loans, to take care of the construction projects that are already bheing
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 contemplsted thabt the National Housing Bank will
start a section, buresu or offlce for the purpose of insuring the deposits
in the savings and loan assoclations for which purpose the National Housing
Bank will need at least z million dolisrs. In total, for seed capital,
loans for the associgtions and for the ereation of an insurence instru-
mentaliity, the Nationsl Housing Bank needs ten (10) million dollars.

It is bereby assured that the funds or resources of the
gssociations will be placed into privately owned low and medium cost
houses, No loan will be made in exeess of ten (10) thousand dollsrs, and /
the loans will be written for a period of not more than twenty-five (25) ] L
years.

of the associations will be invested in loans not exceeding five (5)
thousand dollars, with a downpayment of not less than ten (10) percent:
forty (LO) percent will be invested in loans from $5,000 to $7,500, with
a dovnpeyment of not less than fifteen (15) percent, and the ten percent
(10) balance in loans from $7,500 to $10,000, with a downpsyment of not
less than twentyefive (25) percent.

It 1s also assured that fifty (50) perceot of the resources 5~/[ jff

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


http:500,000.00

financial assistance to the savings and loan associations and other
particulars pertinent to the sound and efficient operations of the
associations. Long=term loans to the savings and loan 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 regulsted by the National Hbu51ng
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 Republie, 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 critlcal.

In view of the facts heretofore stated, the National Housing
Bank of the Dominican Republic, the undersigned, in its name, hereby submits
an spplication 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 Veloz
Mewber Pregident
/s/ Juan A. Alfonseca /s/ Manuel E. Tavares
Juan A. Alfonseca Ihg. Manuel E. Tavares E.
Member Menber
Director General del /s/ Iuis José Alvaresz

INSTITUTO NACIONAL DE LA VIVIENDA

Tuis José Alvarez, Member .

(W



EXHIBIT H

BANCO NACIONAL DE LA VIVIENDA
SANTO DOMINGO, REP.- DOM.

June 14, 1962

Mr. Teodoro Moscogo, U. 5. Co-ordinator

Iatin Awerican Program of Alliance for Progress
New Department of State Building - Room 3&98
2lst and Vivginis Avenue, N. W. -

Washington 25, D. C.

Attentlon. Miss M. Krans
Dear Mr. Moscoso:

In order to provide more detailed informstion in connection with
& 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, Por 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 fuxrther con-
sideration of our loan application, we would like this letter and its
gttachuents 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 promuigsated
recently for thepurpose of meeting the critical housing needs of the
Republic. These laws are:

1. ZIey Organica del Banco Nacional de la Vivienda

(Wo. 5804). (Orgemic Law for National Housing
Bank).

2. ILey sobre Associaciones de Aberros y Prestemos
para-la Vivienda (Wo. 5897). {lLaw for Savings
and Housing Loans Association).

-

3. Ley que cres el instituto Nacional de la Viyienda
(No. 5802). (Law that esteblished the National
Housing Institute).



In order to provide the essential part of this program enbodied
in the first two laws mentioned sbove with the necessary seed capital
to begin operations, we have made an gpplication for a loan of $10
million to AID.

For the programs prepared uunder 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 IDB for technical assistance
in putting into operetion the entire housing program outlined in the
th¥ece new laws.

This assistance will consist of three technicians who will lernd
their respective talents to three different areas of the program:
legal matters, savings and loan associations, and Govermment-supported
housing.,

The legal adviser will remain in Santo Domingo for approximately
one month; and the other two techniclans will stay for a periocd 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

Edusrdo Paradas Vélos
President
Baneco Nacional de la Viviends
Enclosures
1 - Checklist dated June 12, 1962
2 - Ansyer dated June 1L, 1962 to Checklist
3 - Copy of Law No. 5897 for Savings and Housing Loans Association



1 (a)

()

(c)

(4)

2 (a)

June 1%, 1962

Memorandum setting forth answers to the Checklist of Information
as requested by the Agency for Internationsl Development and sub=-
mitted as part of the $10 million loan a.pplica:tlon from the Banco
Nacional de la Viviends.

The Nstional Housing Bank will mske losns to the Savings and
House Loan Assoeiation, but only for financing construetion,
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 suthority is delegated to the Admiristration Board
ofthe Bamk. As gtated in the May 19th application, the Bank
proposes to lend to the sayvings and loan associations at a rate
of h%. (See originel May 19, 1962 application, page 2.)

The Nationsl Housing Bank can make deposites in savings and loan
associgtions, 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 recelved by the savings depos:Ltors, (See

Law, &rt. 9.)

The Natiocnal Housing Bank will make loans to the savings and
logn associgtions with up to 90% of the unpaid balance 68 the
mortgages offered as a guarantee of the loan. (See law, Art. 8,

paragraph 3.)

The Natlional Housing Benk will guarantee both the repayment of
outstanding principal amount of deposits and the reépayment of
mortgage loans. ({See Iaw, Art. 1, paragraph 5; Art. 13, para-
graph 9.)

The savings and loan associations will operste under the specific
regulations of their own law No. 58907. (Iaw for Savings and
Housing Loan Associations). They wlll 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
Dominicen Banking System. (See Law No. 5897. See Law, Art. l3)

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 Bankimegulation:s In.thisireguiatioh we will
follow quite closely the Federal regulations for the equivalent
Institutions in the United States. (Federa.l Home Loan Bank

Board and Federal Savings amd Losm Insurahce Corporation:)

e



{(b) To gramt charters to individusl associlations they rieed to be
approved by the Administration Board of the Natiomal Housing
Bank. This Board will check if it meets the conditions required
by the law. (See Lew, Art. 5; see Law No. 5897, Art. 5)

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

The dividend rates with respect to depositors will be fixed,
of eourse, by the market, but it iz expected that will be at
least one point higher than -the rate paid by commercisl banks.

(See Iaw, Art. 13, paregraph 1. See Law No. 5897, Art. 12,
paragraph 9)

(d) 'The rates of the home mortgage loans made by the savings end
losn assoclations will be fixed by the Administration Board of
the National Housing Bank with the approval of the dunta
Monetaria (Monetary Board). The National Housing Bank proposes
that the rates of interest to bes charged to borrowers by the
savings and loam massociations will not exceed 8%. (See ILaw,
Art. 13, paragraphs 1 and 5; Iaw No. 5897, Art. 32; and
Original application of May 19, 1962, page k).

(e) ‘We expect the savings and loan associations in the Dominican
Republie will have the same success as experienced in U.S.A.,
by giving govermment protection to the savings accounts through
an insurance system established by the National Hou51ng Bank.
(See Law, Art. 1, paragraph 5).

We will also try to make peoplé in the Dominican Republic
understand and feel the convenlence of this system.

If this system, typical product of the U.S.A., has had success
in Puerto Rico, which has & 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 goverrnment. The author-
ized capital of the National Housing Bank is $10 million of which
$2 million will be contributed by the Dominican government immedfs
ately. ©Since this Bank is patternmed after a similar system in the
United States which is self-sufficient, it 1s believed this
National Housing Bank will be self-sufficient from receipts from
ingurance fees, examination charges and interest returns on
advances.

Q;{}
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The list of the major cities in which savings and loans will be
established is prov1ded in the original application. (See page
2}. These cities are

. Santo Domingo City 2. Santisgo de los Csballeros

La Wega: 4. Puerto Plata 5. San Francisco de Macoris
+ San Juan de la Maguana 7. San Pedro de Marcoris

« Barashona

[osHa TV )

More detalled information in this connection will be provided as
the assoclations are established.

In prepering the regulations for the Nationsl Housing Bank and

the ones for the savings and home loans, associations, the Board .
of Administration of the Bank with the colleboration of the legal
adviser from the United States will establish a Minimum Property
Stendards. It will be similar to those esteblished by the Federal
Housing Administration of U.S.A. The purpose is to tbtain those
characteristics in a property which will assure present and con-
tinuing uwtility, durgbility 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 exlsting construction or in the planning, construction and
development of the property which is to serve as security for an
insured mortgage.

‘The upper limits amount of am individuel mortgage loan or seriss

of mortgage loans, to be made to any individual by any savings and
loan associgtion will be fixed by the Board of Administration of
the National Housing Bank with the approvel of the Monetary Board.
{See Law, Art. 13, paragraph T)

In our original application the Administration Board agreed that
50% of the resources of the associations will be invedted 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 fram $7,500 to
$10,000. No lomn will be made in excess of ten thousand dollars,
and the loans will be written for a period of not more than 25
vears. (See originsl application, page 3.)}

We anticipate the most savers will come from the middle class,
with sversge incomes ramging from $150 to $300 per month. The
range for high income families is gpproximately $300 to $500:per-
month.

¥
Workers in the higher incomes are usually employed in the
Govertment, in large business firms, and in professional ser-
vices. The middle class workers are small businessmen, and
Government workers. Lower income workers are found in factories,
farms and.other mamal work.
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it is expected that monthly mortgage payments in each of the above
income: lévels will approximate the current rent now being paid by

these families.

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

The major departments of the Bamk will include chartering of the
savings associatlions, supervision, insuring of deposits, insuring
of mortgages, and E{g%&ﬁ_ggggggggl_ﬁI'fthe beginning we enticlpate
that all .of these functions will be ‘handled by one department as

I understand was true in the case of the Federal Home Loan Bank
Board in the Upnited States when it was.first esteblished.

The five Bank directors have been carefully chosen and designated
by the President of fhe Republice’in this form:

Tro recommended by the Junts Monetaria; two recom-
mended by the Secretary of Finances, and the Generml
Director of the Imstituto Naciomal de la Viviends;
whichiis designated also by the President of “the
Republic. (See (Law, Art. 20.)

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

ls Dr. Eduardo Parsdas Veloz, President -
dominican citizen, attorney at law, has been for
more than seven years (General Secretary of Banco
de Reservas of the Dominican Republie, with a -
brief intérruption during which-he was.a member
of 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
Republie, and actually General Director of the Corpora-
cion de Fornento Industrial, an emtowomous . organiza-
tionof the State.

3. Iuls Jose Alvarez Pereyrs, dominican citizen, General
Manager of the Shell Compsny in the Dominican Républic.

i, Dr. Jusn Pacheco Morales, attorney at lew, member of
»the Planification Beerd in the Dominican Republic.

5. Juan A. Alfonssca, General Director of the Imstituto
Nacional de la V1v1enda, menber ex officio Dominican
citizen,



The substitutes sre as follows:

Lo

L.

[

Dr. Alfonso Petit Fondeur, substitute for the President,
dominicen citizen, atbtorney at law, hes belonged to the

persomnel of Banco de Reservas of the Dominican Republic
for more then 18 years. He has been also Comp'broller of
Banco Central of the Dominican Republic.

Juan Santoni Calero, dominicaen citizen, Manager of
Juplementos y Magquinaerias, & commercial firm of the
Dominiean Republie which trades in heavy machinery.

Aquiles 0. Fariass, dominican éitizen, Public Accountant,
formerly member of the personnel of Bance de Reservas
and sctually menber of the personnel of Banco Agricole
of the Dominlican Repudblic,

Horscio Alvarez, dominican citizen, Manager of the Pepso-
Cols Bottling Co. in the Domimican Republic.

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

All the members of the Board of Directors, its substitutes,casuwell
as the General Msmager of the Bank, are upstanding citizens, with
& good reputation and well respected in their profess:.on. -None of
them has been in professlona.l politics. '

Dr. Fduardo Paradas Veloz
President
Banco Nacional de la Vivienda

NOTE: When in this memorandum we refer to "law" only, we are referring

to the Orgemic Law for the National Housing Bank (Law No. 5894).
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REPUBLICA DOMINICANA

SECRETARIA DE ESTADO DE LAS FUERZAS ARMADAS

MAPA DE

DISTRIBUCION GEOGRAFICA
DE LA POBLACION

{(SEGUN DATOS DEL GENSO DEL ANO 1950)
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INSTITUTO CARTOGRAFICO MILITAR
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