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A. St.at.ement. of Goal 

1. QQ.!!.: 

To contribut.e .t.o effort.s of the Carlbbean-area government.s t.o 
alieviat,e t.he housing deficit In t.heir areas. 

2. Measures of Goal Achievement. 

a. A decrease in the present low-income housing deficit in the 
Caribbean area. Presently the annual low-income housing~~d for the 
area 'invoived is ~~_~~_~:ted at 3200 units per year. 

b. Satisfact.ion of one-t,hird or more of the ost,lmated effective 
mort,gage demand for middle iw.:ome housing over +.hree year period from 
beginning of loan disbursement.s. This demand has been estimated at. 
2,910 unit.s. The Secondary Mortgage market. feat.ure will enable an 
est,imat.ed 1,125 (or more) unit,s t.o be built,. 

c. Generat.ion of employment. and business act.ivit,ies in housing 
and const.ruct.ion areas. Measures will be economic and business 
s+.ati5t.ic5 for pre - and - post. project, periods. 

.3. Means of Verification 

a. COB reports 

b. COB member st.at.es economic reports 

c. Stat.e-AID economic report,s 

d. Contractor reports 

4. Assum:Qt. ion s about. Goal Achievement. 

a. That no unexpect.ed accelerat,ion occurs ir'. eit,her new household 
format.ion or immigration:hto t.he Caribbean cOWlt.ries part,icipa'Ung 
in t.he program. 

B. St.at.ement. of Purpose 

1. Purpose 

a. Inst.i tut.e a low income housing program in the Caribbean area. 

b. Creat,e a Secondary Mort,gage Market capablli ty in t.he Caribbean 
Development. Bank. 
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2. End of Project St.at.us 

3. 

a. Low-Income Housing 

i) 1st. year 
2nd year 
3rd year 
4th year 

= 
= 
= 
= 

o units co~leted 
500/600 units completed 
1000 unlts complet.ed 

J.OOO /1500 Wli ts complet.ed 

b. Secondary Mort.gage Market 

i) Operat.innal Secondary Mort.gag~ Market. mflasured by 
disbursement.s from AID loan for mortgage purchases 
est.imated as follows: 

1/4 of AID loan disbursed by 1st. year 
2/5 of AID loan disbu'I"sed by 2nd year 
3/5 of AID loan disbursed by 3rd year 
J/4 of AID loan disbursed by 4t.h ~'ear 
100% of AID loan disbursed by 5t.h ,year 

11) I-lIlprov'ement. in allocat.io.n of housin\~ resources in area 
measured by middle-income housing cI',lnst.ruct.ion undert.aken 
in !!i areas of Caribbean showing no areas possessing 
abundant. housing resources nor areas with extreme short.ages 
of housing resources. 

111) Expansion of available mort.gage funds for middle-income 
housing by ~ t.han $10.5 million (comprised of following 
input,s: AID Loan 4.0 million; RIG Gua:rant.eed Loan - $2.0 
million; C DB add1t.ional eq u1+.y - $3.0 mllion; and Home 
owners new equit.y - $1.5 million) aft.er loan disbursement. 
is complet.e. The effect int.ended here is the at.tract.ion 
of more funds int.o t.he savings/housing syst.em by t.he AID/CDB 
~ rovided "seed cap i t.al. " 

Means of V:!rificat.ion 

a. COO Report.s 

b. Cont.ract.or Report.s 

c. Loan St.at.us Report.s 

d. HIG St.at.us Report.s 

e. PAR 
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Basic Assumpt.ions for Achievement. of Purpose 

a. That an AID 10B..."1 of $10.3 ml11ion composed of \.0 m for low 
income housing,'fI4.0 :n for Secondary mort.gage market.s, and 
$300,000 for T.A. to t.r~ CDB, is made t.o t.he CDB, and "::'9.t. an 
AID Guarant.eed Housing Loan of $2.0 m is AMde +.0 t.he CDB. 

b. That CDB pruvides pari p"assu wit.h +.he AID lOBI! and AID Guarant.eed 
Housing loan $3 million in equi toy financing f~r t.he Secondary 
Mortgage Fund; 91ld t.hat. mort.gages provide $1.5 m in equi toy. 

c. That pLl.b1ic or privat.e inst.it.ut.ions will respond +.0 CDS's 
B.ssist.ance t.o low i'lcome hou~ing programs. 

d. That local governll'ent.s cont.ribat.e land and urbarJ.zat.ion 
coat.s as well P..S any construction costs over $10 per square foot. 

e. That the U.N. D.P. provides 1+.s agreed-upon t.echnical assist.ance 
input .• 

f. That no undue delays are encount.ered in loan/project. imp1ement.at.ion. 

e. St.a t.ement. of Pro j ect Out.put.s 

1. Out.put.s 

i) Formulat.ion of housing program criteria.' 

ii) Develop app1icat.ion forms and procedures for handling/ 
processing. 

iii) Development. and publishing of housing st.andard.s under 
low-income program. 

iv) Conduct.ing of further market. analyses in each island. 

v) Formulation of Secondary Market. procedures .. 

vi) Review s1 te selections, refine housing st.andards, 
negotiate program act.i vi.t.ies w1+.h local &.ut.horit.ies. 

vii) At. the local level, provision of in-~:ervice +.raining and 
seminars on overall aspect.s of t.he progn: u, resul t.ing in 
increased and st.rengt.hened CDB and local inst.i +.ut.ional 
at.aff, toget.her 'Wi+.h enlarged budget.s s11pport.ing t.he 
expanded program. 

2. o ut.put. Indica+.ors 

i) Formulat.ion of housing program crit.eria t.o be comp1e+.ed 
during 1 st. year. 

ii) Applications Procedures and Forms designed t.o be comp1et.ed 
during 1. st. year. 

iii) Publishing of Hous1!!g St.andarc;d t.o be comp1e+,ed during 
1st year. 

iv) Furt.her market. analyses conducted during 1st. year. 
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v) Secondary Mort.gage Market procedure formulated during 
1st. year • 

. vi) Applications processed, s1 t.e select.ions reviewed, housing 
st.andards refined, program negot.iat.ed wit.h local aut.horit.ies; 
begun during 1st. year and cont.inuing eac)} year. 

vii) At. t.he local level, providing in-service t.raining and 
seminars on overall program aspec~s, resulting in increased 
and st.rengt.hened CDB and 10co.J. inst.it.ut.iona.l st.aff, begun 
during first. year and con~inuing each year. 

3. Means of Verificat.ion 

a. Quart.erly report.s from CDB. 

b. Quart.erly report.s from Cont.rao+.ors. 

c. Loan St.atuB report.s. 
d. HIG Doc Ll!I\en t a. tlOn and Report.s 

4. Assump+.ions fo't' Achieving Output.~ 

a. Same as for plL~ose, plus: 

i) That no significant. (more than 10%) loss of t.raineCi. 
t.echnicians occurs at. any level or inst.it.ut.ion import.ant. 
t.o t.he program. 

D. Input.s 

1. Input. 5 

a. $75,000 for on~ and one-half years of sho~t term specialized 
assist.ance in +.hp secondary market. field IlI1der contract. 
wit.h a U.S. secondary market. fl:l.eilit.y, such as either F.N.H.A., 
F.H.L.M. Go, or G.N .M.A. a.s follows: 

1st. year $50,000 13 man-mon t.hs 
2nd year $25,000 6.5 man-mont.hs 

b. $250,000 for t.hree yeus of short.-t,erm specialize<.. assist,w.ce, 
wi t,h a llon-profi t. operat.ion such as FCH, at the low income levf~l, as 
follows: 

1st year 
2nd year 
3rd year 

2. Implemen+at.ion Target 

FY 73 

Lo,. income = $105 

$ 50 

$155 

$105,000 
$100,000 
$ 45,000 

mm 7 

$100 

(13) $ 25 

137T $125 

24 man mont.hs 
19 man mont.hs 

7 man mont.hs 

mm 

(19) 

(6.5) 
(25.5 

$45 (7) 

$45 
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3. Means of Verification 

AID/W disbursement records and contrac+.or plus CDS report. 

RIG Disbursement. records. 

4. Assump+.ions for Achi eving Input,s 

a. That $10.3 million loan is made t,o CDB as oont.emplat,ed.and 
t.ha. t $2.0 million HIG Guarant,eed lQan i e made by aU. s. 
invest,or. 

b. That funds for T.A. are available. 

c. That DDB provides it,s input,s, both financial as well as personnel 
as required by t.he project,. 



E. Rat ionale 

(The technical assistance provided by this grant is complementary an~ 
essential to the financial assistance accorded the COO through the $10.3 
million authorized loan. The following narrative-ration3le draws heavily 
from the Capital Assistance Poper (CAP); additional details can be found 
in the CAP. 

1. Background 

The eight territories comprising t'te lesser developed members of the 
Caribbean Development Bank (Antigun, Dominica, Grenada, Montserrat, St. Kitts/ 
Nevis, St. LUCia, st. Vincent and British Honduras) have a pOpu13tion of 
approximately 650;000 and by 1980 should have a population exceeding 
750,000. They have an increasing housing deficit and increasing unemployment. 
In the lower income levels, there have been some sporadic attempts by 
governments to build housing, primarily for rent, but the total has been 
miniscule in comp8rison to the need. In the middle income area odeqwltc 
long-tenn financing is lacking. 

In 1967, the Barall Report suggested several forms of regional activity 
in the field of housing, including a regional secondary market patterned 
after the Federal National Mortgage Association (FNMA) in the United States. 
The Barall Report was never impleme .lted. The CariblJean Development Bank, 
however, has recently been subjected to pressure by its members to do some
thing about housing, particularly low income housing. As a result, the COO 
requested assistance from AID at two levels: (1) a concessional loan which, 
coupled with CDB equity, would help create a secondary market for mortgages 
generated by savi.ngs institutions dealing mainly with middle income families, 
and (2) a concessional loan which, coupled with local contributions, would 
permit reaching low income families through low-cost hOUSing programs. A 
precedent exists in the Caribbean in the recent AID loan to the Jamaica 
Mortgage Bank. 

Taken individuo.lly, the needs and capabilities of the above mentioned 
territories are so sJn3ll us to make difficult uny appruuch u[l un individual 
country basis. Collectively n lL'Ilited secondary market is feasible and a 
pattern of assistance to low income families can be developed. 

Following CUB's application to AID for loan finanCing, a team of low 
cost hOUSing and secondary market experts vicited the East Caribbean to 
explore with the CDB the feasibility of the proposed approaches and made 
recommendations embodied in the loan paper. 

2. ~ture of the Project 

a. Primary, Low Income Hous inoS Program 

The COO is desirous of meeting the preSSing political, social 
and economic needs of the East Caribbean. A plan has been devised for 
sub-loans to public or private non-profit bodies for the development of 
low cost housing projects. Because of the cost of even basic con
struction, some subsidization is essential. This will be in the form of 
capital, and possibly debt service contributions by the local territories. 
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In essence, sub-loans for construction will be made to local 
institutions at 4% per annum amortized over 20 years. Tnese will be 
coupled with local contributions of land and urbanization, and of con
struction costs exceeding EC$lO.OO (US$5.50) per square foot. 

Presently, the cost of construction ranges from a low of 
EC $9 per square foot in Dot"in:i.ca to EC$13.50 in st. Lucia to EC$21. 00 
in Antigua. In lieu of outrjght sales supported by home mortgages, houses 
will be assigned on a Hire-PurchRSt~ arrangement with the occupant obtaining 
title at the end of' tWenty years. During that period, the occupant will pay 
4~ per annum on a maximUlil loan of EC$5,000 (US$2,800) for the house (costs 
in excess of this amount will be covered by capital contributions of the 
host territory). Ocr:upants will :;.lso pay '4 per annum on the EC$5,000 
(US$2,800) to cover maintenance and management. 

It is contemplated that, with possible savings in construction 
costs wi 11 ranGe ['IS low :1 s EC$2700 (us$180Cl). On the baG.1.3 of 25% of occupant income 
for debt service, there is n rne.r\et in for low income housi.ng. Because it is 
customary in the islsnds to pay I1~YHhere from 33% to 50f0 of personal income 
for rent, strict acUlcrencl' tn a '2 'J'h of income ratio is not necessary. Moreover, 
there is a sufficient. gap behll:cn the incomes of "low" income and "middle" 
incorre families to provide a cu.s'r,ion of dems'1d. 

Subsidies are a nonnal fOrffi of assistunce for low income housing 
programs thrcllghout the world. i-lri.tten dmm land values is the most painless 
fOnD of subsidy for hovern.:nents. Abson;t;ion of part of tl1e interest is 
another tool. The Caribbean follows this pattern. 

Over a four year period (the first year will be a programming, 
pre-construction phnE~j), tl:e housing construction ind1lstry in the island3 
has the c'3.pacity to build o'/er 3000 d.welling units as compared to the 2200 
estimated to be built fr,.'ll the initial $6,000,000 loan. 

b. Secondary MortR"3f,e Hnrket 

The need for a secondary market in the Caribbean for home 
mortgages has been sppsrent for a number of years. The resources of 
existing thrift and mlJrt~8ge institutions serving the vartous territori~s 
in the area, taken individually, are of limited volume, liquidity and 
mobility. Collectively, however, these institutions represent a relatively 
substantial source of housing funds if a way could be found to coordinate 
and augment them. The CnribbeEIIl Deve lopnent Bank (COO):, , .. hich has been 
in operation for approximately hlO years, could achieve these goals through 
establishment of a secondary mGrtgage operation. The resulting increased 
liquidity and access to additional resources would make possible accomr-lish
ments that the individual institutions by themselves are not able to 
achieve. With this a~ background., Sir Arthur Lewis, Preside~t of the CDB, 
on December 21, 1971, requested A.I.D. 's a3sistance in establishing a 
secondary mortgage market operation in the Bank. 

http:EC$21.00
http:EC$13.50
http:EC$10.00
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A feasibility study of the project was cCuducted April 10-28, 
1972 by a team which included personnel from A.I.D. 's Latin American 
Bureau, the A.I.D. Office of Housing (SER/H), the International Affairs 
Division of HUD, and the Federal Home Loan Mortgage Corporation, a recently 
created secondary mortgage operating agency for the U.S. savings and loan 
industry. 

(1) ~ature of a Secondary Mortgage Mar~ 

A secondary mortgage market is created when an entity 
purchases home mortgages or participations in them from original lenders 
(generally home fj~ance institutions) at price sufficient to yield to 
th, rurchaser a return adequate to cover the cost of money to it, its ad
ministration costs and serviCing costs. Purchases may be of existing 
mortgages or, where the situation warrants, in the form of advance commit
ments fer mortgages existing at the time of transfer to the CDB. 

Th~ secondary market provides a means for providing liquidity 
to participatine primary lenders, for geographil:nlly red'l.Gtribuding resources 
as the situation pel~its qnd warrants, and for tapping resources not other
wise available for home mortgages. 

In order to secure a continuous flow of funds to the mortgages 
originating institutions, th~ purchase of mortgage loans from primary 
lenders has to be combined with the marketing of cns securities designed to 
augment funds availabl€ for housing. CDB plans to pool mortgages or 
participations purchased from primary lenders with other assets against 
which it will issue general obligations backed by its guaranty. 

CDB does not wish to divert funds from existing sources into 
the sr.condary mortgage market, but ratller intends to develop new sources 
fo funds. COO, therefore, plans to take the necessary steps to tap some 
of the capital expatriated by foreign-owned commercial banks and insurance 
companies for invest.ment in the secondary mortgage facility. Other sources 
of financing may include internat~onal borrowings, such as those made 
av&ilable throuE',h A. 1. D. IS Eous ing Guaranty ProF,ram. The effective pooling 
of housing mortgage demand by th~ em throup;h the seccndary mortgage market 
technique provides a market sufficiently large to interest international 
lenders whereas individunl local institutions do not. 

By virtue of its ability to ~rovide the resources for home 
financing and the conditions for their use, CDS will be in a position to 
influence substantially the direction of housing and housing finance policy 
in its area. 
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3. Technical Assistance 

Technical assistance is needed for both aspects of the project: 
low income housing and secondary market. Through this PROP AID 
proposes to provide technical assistance on a grant basis in 'the 
amotmt of approximately $325,000 over a three year period. 

a. Secondary Market: 

Grant funds in the amou~t of approximately $75,000 will be 
provided for technical assistance from U.S. sources to assist the 
CDS in establishing rules and regulations for l'urchasing mortgages, 
procedures for issuing bouds and other obligations of ';he CIlB to 
raise funds for continuation of the program, techniques for determing 
yields, and in establishing proper accotmting procedures. It is 
proposed that I) contract will be entered into with a qualified 
institution such as the Fed.eral National Mortgage Association (FMNA), 
the Federal Home Loan Mortgage Corporation (FP.a}i) or the Government 
National Mortgage Association (GNMA) to provide a package of 
technical a,c;s istance on a programmed bas is. The profess ional skills 
will be provided on a short-term basis and will include a secondary 
market generalist, loan administ:"ator, !:l.cco1..U1tant, statistician, 
Financial Manager and Auditor over a one and a half year period. 
A precedent for estimating technical assistance requirements and 
costs is the F1~>1A contract with the Jamaica Mortgage Bank using the 
same technique of short term specialists. This T.A. contract for 
similar services with the Jamaica Mortgage Bank and FNMA was budgeted 
at $50,000 for one year. The proposed assistar.r~e to the CDB for 
longer duration is budgeted at $75,000. 

b. ~Ecome Housins: 

This part of the program requires technical assistance at 
two levels, the CDB and the sub-borrowers. The CDS has been advised 
by UNDP tho.t it will f1JI'.d a full-time three )'e ar resident adviser 
to advise the ern on low cost housing techniques, C!.esign and project 
developm~nt, and to help the CDB expedite and coordinate use of the 
loan funds. This technical adviser will be supported by short term 
advisers, AID grant funded at a ~ost of approxlinately $105,000 in the 
first year, $100,000 in the second year and $45,000 in the third 
year for a total of $250,000. 

In the first year the emphasiS would be on programming and 
the development of criteria and standards. The second year would see 
the beginning of construction and occupancy procedures. 1~e third 
year would be one of evaluation and providing ass istance batied upon 
the earlier years' experience and would m.wve more heavily toward 
manag'ement. Experts would be experienced in low income h(' "b:'...ng 
programming, nmrket analyses, design and oite planning, n;nage~ent 
and collection techniques and in cooperative approaches to low 
income housing. 



:arrative Statement: Goal 

~o contribute to ettorts 
It the C9.1"ibbean-area 
rovernments to alleviate 
~e housing detici t in 
~heir areas. 

Measures ot Goal Achievement 

a. Decrease, or no 
worsening, ot present 
low-income housin~ 
deficit in area. ~Present 
annual low-income housing 
need estimated at 3,200 
uni t.s/year. ) 

b. Satisfy 1/3 or more of 
middle income housing 
mortgage demand over 
next 3 years (demand 
estimated at. 2,910 units; 
this program will enable 
est. 1125 units to be 
built.) Baseline data 
o bt.ained from CAP paper. 

c. Generate employment and 
business activities in 
hOUSing/construction 
areas, as measured through 
economic and business 
stat.iatica. 
(See CAP for measures.) 

Means ot Veritication 

Regional and local reports. . . 
CDB reports. 
Contractor reports. 

Important AaamlptloD. 

No unexpected acoeleratioD 
in immigration or n8V boWlIb1d. 
tormations 111 area 

-



arrative St.atement: Purpos£ End of Project Status 

.. Institute a low-income 
housing program in 
Caribbean area 

!. Create a Secondary 
Mortgage Market 
capability in the 

..• CDB. 

1. Low-Income Housing: 

a. 1st. year = a units 
completed 

2nd year = 500/600 
units compo 

3rd year = 1000 units 
completed. 

4th year = 1000/1500 
units 
completed. 

2. Secondary Mortgage Market 

a. Oper~tional Secondary 
Mort.gage Market 
measured by disburse
ments from AID loan 
for mort.gage purchases 
estimated as follows: 

-1/4 of loan by 1st, yr. 
-2/5 of loan by 2nd yr. 
-3/5 nf loan by 3rd yr. 
-3/ 4 o~ loan by 4th yr. 
-100% ~f loan by 5th yr. 

b. Improved allocation of 
housing resources in 
area as measured by 
middle-income housing 
construction undertaken 
in all a-.:-eas of Carib
bean. 

Expansion of available 
mortgage funds by 
minimum of $10.5 million 
after 3rd y:Er. (See t.ext, 
for composition of these 
fund>. ) 

Means of Verification 

CIlB reports. 
Contractor reports. 
Loan Evalua+.ion Reports. 
HIG St.at.us Report.s 
PAR 

Il!IpOrtant Assumptions 

~&. t AID an an 
Guaranteed Housing Loan 
are made t.o CIB. AID 
loan of tlO.3 million 
composed of: 

-I6.0m for low-income 
housing 

-$4.0 m for secondar,y 
mortgage market 

-$ .3 m for TA to Gns~ 

b. CIlB and homeowers I 
additional equi~ acco~
panies AID and AID-RIG 
inputs. 

c. Institut.ional re~yonse 
~o COB's assistance to 
housing. 

d. Local governments 
contribute land and 
urbanizat,ion and land 
costs ~ver tlC/sq. ft. 

e. UNIlP provides T .A. input. 

r. No unduo delays in 
loan/project implamen
tation. 

http:reports.of


lutputs MagIli tude of Outputs Means of Verification Important Aaen.rptiona 

levelcpment of: CDB Quarterly Reports Same as above, 
Contractor Quarterly Reports. plus: 

1. Program Criteria 1. Complete within 1st year. Loan Status Quarterly 
Reports a • That majoritJ" ot . 

2. Applications Formsl 2. Complete within 1st year. Loan Evaluation Quart.erly technicians trained at 
Procedures. Reports all levels do not l_ve 

RIG Lbcument.at.ion and Report.s their jobs. 
3. Housing Standards 3. Complete within 1st year. 

4. Market Analyses 4. Complete within 1st year. 

5. Secondary !otarket Proce-. 5. Complete within 1st year. 
dures. 

6. Negotiate Program with 6. Begin in first year? 
local governments. continuing. 

? Train. cm and local 7.. Begin in first year; 
authori ty housing oftic~rf • continuing. 

:Ulluts Implementation Tar~et 
, 

Means of Verification Assumn+.ions 

~ech. Assistance Personnel: ll..1l mm's ']j. mm'e 2i IIWl'S AID Records a. That AID loan to CDS 
RIG Disbursement Records is made J that. BIG Guaran 

L. t.o CDB's Low-Income '105 24 100 19 45 7 loan by US invest.or M et.S! 
Housing Program. b. That funds tor T.A. 

50 13 25 6.5 are available. 
J. ~o CDB's Secondary - - --- -Mortgage Marke.t feature. 

~~155 -125 ~5 
c. That cm interest in 

housing continues. 
Provides required tiDanci a 
and personnel inputs. 

v~ 

I 



lLLUSTRA TlVE BUmEr 

A. Low Income Rousing 

First Year: 

Senior Housing Programmer 
Site Planner 
Architect 

$105,000 

ConstI~ction Engineer & Material Man 
Marketing Consultant 
Management/Consultant 
Training Specialist 

Second Year: 

Programmer 
Architect 
Si te Planner 
Construction Engineer 

$100,000 

Marketing Consultant 
Management/Administration Consultant 
Training Specialist 

Third Year: $45,000 

Architect 
Construction Engineer 
Marketing Consultant 
Management/Administration Consultant 
Training Specialist 

24 man months 

Man Months 
4 
4 
4 
2 
2 
3 
1 

19 man months 

Man Months 
2 
4 
2 
6 
2 
2 
1 

7 man months 

Man Months 
1 
2 
1 
2 
1 

If done through FeH, the above costs \would also include over
head and backstopping. 



B. Secondary Mortgage Market 

First Yea.r .50,000 13 an months 
Man I~onths 

Accountant 3 
Loan Administrator 5 
Statisticie.n 1 
Auditor 1 
Financial Manager 2 
Generalist 1 

Second Yea.r .5,000 6 1/2 man months 

Man Months 
Accountant 1.5 
Loan Administrator 2.5 
Statisticia.n .5 
Auditor .5 
Financial Manager 1 
Generalist .5 


