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PART I Summary and Recommendations

1. Borrower: The Borrower of the AID loan will be the Caribbean
Development Bank (CDB), a regional development bank established in
1970 to contributce to the cconomic development and growth of its
membars, with special regard to the needs of the less developed
regional members.,

. AID lfoan; The AID loan will be for up to $10,300,000
Lo be repaid over hO years, including a ten year grace period, at
an interest rate ot 2 percent during the grace period and 3 percent
thercalter, The Housing Investment Guaranty will be for a loan in
the amount ot $2,000,000 to be repaid in 25 years.

3. Purpose: The purpose of the project is twefold; first, it
would provide housing at the low income level which would generate
additional employment in the building trades, and serve to develop
more efficient local low cost housing institutions; second, it would
create a secondary market for residential mortgages at the middle
income level thereby accelerating house construction for the lower
middle and middle class.

Iy, Background:  The concept of a secondary market in residential
mortgages t'or the Caribbean was first broached in the Barall Report on
development. ot 4he Caribbean. It was given impetus by the AID loan to
the Jdamaica Mortengege Bank and the reports of the Federal National
Mortgare Associalion (FNMA) rcelating thercto., During discussions with
Lhe CDB, Lhe €DB also requested assistance at the primary level for
Llow Lncome tfamilies because of the numerous requests from its member
territoriens, the socio-political implications of' inadequate housing and
the need tor cmployment.

The Barall Report had contemplated a secondary market for the
entire Caribbean. However, it is the policy of the CDB to, for the time
being, concentrate its assistance on the smaller, less developed states
and territories, i.e., Antigua, Dominica, Grenada, St. Kitts, St. ILucia,
St. Vincent, Montserrat and British Honduras. During negotiations, the
CDB agreed to invest $3 million in the seccondary market activity. The
(DR also agreed that it would continue to regard housing as high priority
and tec assure the continuance of the program through later inputs. Local
inputs at the low income level will come from capital contributions of
the local govermments and/or foreign assistance from the British and
Canadian governments.,
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5. Projecl Descriplion: The CDB will use the AID Loan and other

Iunds o inance housing programs in its member states and territories.
There will be two distinct categories of the CDB assistance,

a. The CDB will serve as a secondary market for medium cost
residential mortgages by operating as a reserve or back up for 'resi-
dential lenders through the purchase and sale of their mortgages and
by attracting institutional and other funds into home mortgagées through
their resale or the offering of obligations backed by a portfolio of
home mortgages and free of the problem of holding mortgages. Income
will be derived from the purchase of mortgages at a discount sufficient
to cover the cost of the CDB's secondary market activities, Although:
the program will be initiated exclusively with the less developed states
and territories it will be expanded to include the other members if,
al'ter onc yecar off operation, demand is too weak., In any case the
program will eventually include all the members.,

b. 'The CDB will provide financial assistance to eligible

public bodies or private non-profit institutions for low cost housing
programs to supplement local contributions. This program will be avail-
able initially to the less developed states and territories but may, at
the discretion of' the CDB, be expanded to include other members of the
CDB. While efforts will be made to provide assistance to all of the
less developed states and territories, the amounts and timing will de-
pend on their perflormance in meeting the criteria established by the

CDB.

There will be separate accountability for the two activities
described above.

6. Tinancial Plan: The resources of the CDB for housing will be
derived initially (rom the AID loan, a U.S. housing investment guaranty
(HIG) and an cquily contribution for the CDB. In addition, the eligible
itates and torritories and home owners will provide contributions to the

progranm,

Source Amount

AID $10.3 million
CDB 3.0 million
HIG 2.0 million
Local Institutions 2.0 million
Home Owners 1.5 million

$168.8 million

Within the total financial plan, the breakdown between the
secondary nortgapge market fund and low cost housing is as follows:
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Secondary Market

Source Amount

AID $4.0 million
HIG 2.0

CDB 3.0

Home Owners 145
10.5 million

Assuming an 8% rate on the investment guaranty, the average
interest to the CDB will approximate 5% per annum.

Low-cost Housing

Source Amount
AID $6.3 million
Local Institutions 2.0

%8.3 million

The CIB will relend at 4% to the local institution which will
pass it on at the same interest rate, thus receiving no spread, to the
home purchaser. In lieu of a spread, the local institution will
charge occupants 2% per annum of the construction cost to cover main-
tenance and management. The CDB loun will be guaranteed by the host
government.

7. Alternate Sources of Financing: The IBRD, IDB and Eximbank
are not interested in providing finasncial assistance to this program.

8. Statutory Criteris: All applicable criteria have been met
as indicated in the Checklist of Statutory Criteria.

9. Markets to be Served:

a) Primary Market: The market toward which the low income
fund is directed is generally families earning between $1,000 - $1,200
annually and for housing, including land, costing approximately
Us$2,700 ~ US$3,400. The 1limit will vary somewhat territory by
territory with maximum incomes approximating the following:

Antigua EC$2500 (US$1L400)
Dominica EC$2700 (US$1500)
Grennda EC$2500 (Us$1ko0)
Mentserrat EC$2000 (US$1100)
St. Lucia EC$2600 (US$1450)
St. Kitts EC$1T700 SU 950;
St. Vincent EC$1900 (US$1600
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The market for the top of this income group is at least
1,100 annually based on yearly new family formations of 3,500 the
backlog off need, multi-family occupancy, obsolescene and dwellings
unf'it f'or habitation, The three year program contemplated a total
initial construction of 2,200 dwelling units with only 500 constructed
in-the first year of construction so that there is a margin of safety.

b) Secondary Market: The market to be served is the middle
income level. In gerieral this has been defined as incomes over EC$3000
(US$1,900) for houses costing EC$9,000 - £C$20,000 (US$5,000 to US$12,0001.
This market has been estimated at 800 per year.

10. TIssues: The principal issue analyzed and resolved during
the intensive review was the role of the Commonwealth Development Corpora-
tion in housing finance in the Caribbean and the A,I,D, investment guaran-
tee fee, Details of those issues are presented in Part V.

11. Recommendations: On the basis of the intensive review,
the Projeclt Gommitice has concluded that the proposed project is

Lechnically, cconomically and financially sound., Thus, it is recom-
mended that a loan to Lhe Caribbean Development Bank, in an amount
not to exceed $10.3 million be authorized, subject to the following

Lorms and condibtions:

a) Interest and Repayment Terms: The Borrower shall
repay the loan to AID in U.S. dollars within forty (40) years from
the first disbursement under the Loan, including a grace period on
the repayment of principal of ten (10) years, with interest payable
in U.S. dollars at two (2%) percent per annum during the grace period
and three (3%) percent per annum thereafter.

b) Other Terms and Conditions:

1. $6 million of the AID loan will be used for relending
to eligible local public or non-profit private bodies for the construction
of housing generally serving households earning from EC$1,800 - $2,100
(US$1,00 - $1,200) annually; $4,000,000 for the purchase of home mortgages
on housing generally not excceding EC$20,000 (US$12,000) in value; and
approximately $300,000 may be used by the CDB for technical assistance
Lo, -end monitoring of' local authorities.

2. The CDB will provide US$3 million in equity financing
l'or the secondary market fund,

3. The CDB will covenant that, unless AID agrees other-
wise in writing, for the purpose of providing funds for the continuance
of the program, prior to any disbursement of loan funds for the Secondary
Market Fund in excess of $2,000,000, or within 24 months of execution of
the loan agreement, whichever occurs sooner, it will have developed and
offered to the public an obligation of the Borrower, satisfactory to AID
with such incentives as may be necessary to assure its purchase,




b, Pricr to the first disbursement for the Primary
Market IFund the CDB will establish rules and regulations satisfactory
Lo AID governing the use of that fund,

5. Prior to the first disbursement for the Secondary
Market Fund the CDR will formulate rules and regulations satisfactory
.o AID governing the use thercof.

6. After one year of operations under the Secondary
Market und, the CDB and AID will hold a progress review., If it is
determined that the less developed regional members of the Bank are
nol. utilizinge Lhe available funds at an acceptable rate, the Bank will
artree Lo open the tund to other regional member countries.

'roject Committicec

Loan Officer and Chairman: R. Bobel, LA/DR
Housing Advisors: H. Robinson, LA/DR
M. Pita, FCH

T. Callaway, HUD
H. Plant, FHIMC

Economist: J. Cook

Principal Drafters: H. Robinson, R. Bobel, J. Cook, M. Pita
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PART II  THE BORROWER

The borrower of the AID loan will be the Caribbean Develop-
ment Bank (CDR) established on January 26, 1970 with headquarters in
Bridgetown, Barbados.

The Bank's membership consists of the Englicl: speaking states
and territories of the Caribbean, Canada, the United Kingdom, Venezuela
and Colombia, the latter two admitted in April, '72. A listing of the
Caribbean states follows:

Jamaica, Trinidad and Tobago,
Barbados and Guyana.

Independent States

Grenada, St. Vincent, St. Lucia
Dominica, Antigua, and St. Kitts-
Nevis-Anrguilla.

Associated States

Crown Colonies - British Honduras, the Bahamas,
Montserrat, British Virgin Islands,
the Cayman Islands, and the Turks
and Caicos.

The principal purpeses of the Bank are to contribute to the
economic development and growth of its member countries in the Caribbean
and to promcte economic cooperation and integration among them, with
special regard to the needs of the less developed members of the region.

A. Histoyx

At the Canada/Commonwealth Caribbean Conference held in
Ottawa in July 1966 it was decided that a study should be made of the
posgibility ot establishing a tinancial institution to serve the Common-
wealth Caribbean countries and territories. In November of the same year
a conference of representatives of the Governments of Barbados, Leewards,
Windwards, Canada., the United Kingdom and the United States of America
was held in Antigua to consider the Report of a team of experts which
had been commissioned by (Canada, the UInited Kingdom and the U.S5,A, to
make an economic :swrvey ol Barbados, Leewards and Windwards.,

one ot Lthe recommendations in the Report was that there
should be established a Regional Development Bank for the territories
which were included in the Survey. !lowever, representatives of the
Conference, bearing in mind the decision of the Ottawa Conference,
agreed that consideration should be given to the establishmeut of
an institution to serve all the Commonwealth Countries and terri-

tories,



With the concurrence of' all Countries and Territories,
lhe U.N,.D, . was requested to appoint a team of experts with the following
Leemg ol relevenco:

"o undertake a study of the possibility of establish-

ing a financial institution for regional development in
the Caribbean which might be used as a method of financing
projects of particular interest to the smaller areas as
well as projects which would benefit the region as a
whole",

The team,whose report was submitted in July 1967, recom-
mended the establishment of a Caribbean Development Bank with an intitial
capital ol' U,85,$50 million., The Report was considered at a Meeting of
Oficials in Georgetown, Guyana, in August, 1967 and its acceptance was

recommended. Al a Conf'erence held in Barbados in October 1967, the Heads
ut® Government olt the Commonwealth Caribbean countries and territories
decepbaod Ghe Reports and established a Committee of Officials to work

o delad e tor the eslablishment o' the Caribbean Development Balik,
inelhuding the proparation off a Draft, Agreement.

The Drat't Agreemenl listablishing the Caribbean Development
e wag submiltod carly in 1968 and was finally adopted after three
Meotings al Ministorial level, Al the last Meeting in July 1969 a
I'reparatory Committce tor the Establishment of the Bank was set up
and a Project Director was subsequently appointed. The Committee was
responsible for all arrangements leading up to the establishment of the
Bank, including the Conference of Plenipotentiaries, ratifications and
the Inaugural Meeting of/ the Board of' Governors., The Committee received
assistance from the U,N,D,P., International Bank f'or Reconstruction and
Development and the Inter-American Development Bank.

The Agreement was signed at Kingston, Jamaica, on 18!!
October. 1969, al a Conference of Plenipotentiaries of eighteen Countries
and territories and it 2ntered into force on 26th January, 1970,

The Secrcetary-General of the United Nations acted as the
Nepository or the Agreement and the Government of Barbados was appointed
i Trustee for the receipt of payments of the first instalment of sub-
periptions Lowards share capital,

I, Capitalizaltion

The CDB initialied operations with an authorized capital
stock ol' USHE50,000,000, of which $25,000,000 was tc be paid-in and the
balance callable. (See Annex ry  Exhibit 1 for breakdown of sharehold-
ings by member), The paid-in capital was to be contributed in five
installments, the first 20 percent ($5,000,000) of which was paid-in




when the Bank initiated operations. The balance was to be pald-in at

the rate of 16 percent per year over the next five years. At the end

of* CY 1971 paid-in share capital amounted to $9,896,000 (including an
advance payment of $896,000) and an additional $4,000,000 will be paid-
in during CY 1972 by the Bank's original members. (See Annex IV , Exhibits
2 and 3 for ODB Ralance Sheets for CY 1970 and 1971.) In addition, the
recent admission of Venezuela and Colombia in April '72, has added an-
other $1,800,000 to paid-in capital bringing the Bank's total paid-in
equity to $14,800,000 during CY 1972. At its recent Board of Governors
meeting in April '72, the Bank's authorized capital was further increased
from $50 million to $100 million to provide shares for new members.

In addition to its share capital resources the Bank has a
separate special fund known as the Special Development Fund which may
be used to make or guarantee loans of high developmental priority, with
longer maturities, longer def'erred commencement of repayment and lower
interest rates than those determined by the Bank for its ordinary opera-
tions. Thus far Special Development Fund resources include an ATD loan
ot $10,000,000, interest free contributions from the U,.K, and Canada of
15,000,000 each and a $2,500,000 Canadian contribution for agricultural
development, of the less developed members of the Bank, Thus, the Bank
now has available some $22,500,000 in its Special Development Fund. In
addition, Venezucla and Golombia have offered to contribute $5,000,000
and $3,000.000. respectively, to the Fund., With these resources the
fotal long term debt availabilities of the Fund will exceed $30,000,000,

C. Organization

The Bank has a Board of Governors, a Board of Directors,
a President, a Vice-President, and operating staff.

The Board of' Governors consists of a representative of
each member government and is headed by a Chairman elected by the
Board at its annual meeting. The Board of Governors represents the
highest authority of the Bank. Tt may delegate some of the powers
to the Board of Directors. However, among the significant powers
that it may not delegate are those regarding membership of the Bank,
the election of Bank Directors and President, and the decision to
terminate the operation of the Bank and to distribute its assets.

The Board of* Directors is composed of ten (10) members
ol whom eighl (8) are elected by povernors representing regional members
and two (2) are clected by governors representing non-regional members.
‘he Board ol' Directors .s essentially responsible for the general opera-
lions of' the Bank. Jts Chairman, who is appointed by the Board of Gover-
nors, also serves as cthe President of the Bank,




The Bank's operating documents have been carefully
reviewed and approved by AID in connection with the CDB's compliance
wilh the conditions precedent of AID Loan No. 538-L-001. These docu-
ments, on file in LA/DR, include the following:

198 Agreement Establishing the Caribbean Development
Bank. (This document also servesas its Charter);

ii.  By-laws of the Caribbean Development Bank;

iii. Agreement Between the Caribbean Development
Bank and the Government of Barbados Regarding the Head-
quarters of the Caribbean Development Bank, and;

iv. The Bank's operating rules and regulations
consisting of,

a) [inancial Policies,

b) Toan Conditions,

¢) Guidelines for Procurement,

d) Guidelines for Choice of Consultants, and
¢) Special Development Fund Rules

Statting of the Bank - The Bank is most flortunate in
having as its President, Sir Arthur Lewis, an internationally known
and respected economist., Prior to his acceptance of the Bank's
presidency, Sir Arthur had been, for the previous seven years, a
professor ¢f public and international affairs of Princeton University.
lle has published books in his tield; held numerous positions with the
United Nations as an economic advisor and consultant; served the Govern-
ment of Jemaica as director of its Central Bank and as a member of its
Industrinl Development Corporation; and was an important figure in
Britisk academic life for more than twenty years. Sir Arthur is a
West Indian, born on January 23, 1915 in St. Lucia. His formal pro-
fessional education was British; he earned a Ph.D. from the London
School of Economics and an M.A. from the University of Manchester.

At the end of CY 1971, the Bank had a total staff of U45
of which 18 were professionals and 27 non-professionals, Of the 18
vrofessionals on the Bank's staff. 7 were recruited during 1971 under
an agreement whereby the United Nations Development Program (UNDP)
undertakes to provide technical assistance to the Bank. A review of
lhe Bank's stat't leads us to the conclusion that it possesses the
neaded backpround and experience to successfully implement the devel-
opment. objectives set outt in the Bank's Charter. Annex III, Exhibit 3
containg the atat'ling pattern o' the Bank.,

D. Operations

The Bank completed its second year of operations on
December 31, 1971 and is now in the midst of its third year.




Lending operations were limited in the first year as
staff recruitment, drafting of operating documents and initial review
of loan proposals dominated the activities of the Bank. The number of
loan commitments accelerated in CY 1971 as the Bank approved 20 loans
with a total commitment of US$6,099,027 bringing the total commitment
level to $7,163,410 by the end of CY 1971, The breakdown of these
commitments were as follows:

CDB Commitments

Source Amount
Ordinary Resources $ 3,385,455
Special Development [fund 2,427,955
Canadian Agricultural fund 1,350,000

$ 7,163,410

The AID loan was utilized as the source of financing
for the loans approved under the Special Development Fund - $2,427,955.
These consisted of a loan to British Honduras for a power and distribu-
tion system expansion and to several of the Associated States for credits
for small industry. According to the Bank's Annual Report for 1971, it
expects to commit at least US$15 million during CY 1972. Furthermore,
the Bank's staff has indicated that, of this amount, some $6.4 million
will be committed from AID's first loan bringing the total amount of
AID commitments to US$8.8 million.

Tn swmmary, the Bank is now in full operation and is able
to utilize its lending resources in line with previous projections.
for this reason we are confident that it is now appropriate for the
Bank to initiate the housing program discussed herein.

K. Proffitability

A# & public development bank profit maximization is not
an objeclive off the ¢pR. on the other hand, it is important that the
lank docs nol operate al a loss so that it can obtain long-term debt
inancing on the competitive world money market as well as from the

international development ingtitutions on more concessionary terms.
Thus, the lBank takes a carciul look to assure an adequate spread on
cach of' ils lending operations to assure that it does not operate in
the red. During its first two years the Bank has managed to earn a
slight profit even though its scale of operations was limited. On
total incomes of US$225,521 and $lh5,347 in 1970 and 1971 it had net
profits of $14,514 and $10,485, respectively. The biggest expense
item was that of its staff which increased from $169,353 in 1970 to
$257,113 in 1971, Annex Ty., %vhiuits );26 contain the Bank's prof'it
and loss statements for its two operating years.




PART III - Deseription of the Project.

A. Bacgground

The eight territories comprising the lesser developed members
of the Caribbean Development Bank (Antigua, Dominica, Grenada, Mont-
serrat, St. Kitts/Nevis, St. Lucia, St. Vincent and British Honduras)
have a population of approximately 6504000 and by 1980 should have a
population exceeding 750,000, They have an increasing housing deficit
and an increasing unemployment. In the lower income levels, there have
been some sporadic attempbd by governments to build housing, primarily
for rent, but the total has been miniscule in comparison to the need
and rental housing has been affected by non-payment of rent. In the
middle income groups, the lack is adequate financing.

In 1967, the Barall. Report suggested several forms of regional
activity in the fieid of housing, including a regional secondary market
patterned after the Federal National Mortgage Association (FNMA) in the
United States but the Barall Report was never implemented. The Caribbean
Develupment Bank, however, has recently been subjected to pressure by
its members to do something about housing, particularly low income housing.
As a result, the CDB requested assistance from AID at two levels: (1) a
concessiongd'loan, which coupled with CDB equity, would help create a
secondary market for the middle inccme families and (2) a concessional
loan which, coupled with local contributions, would permit reaching low
income families. A precedent exists in the Caribbean in the recent AID
loan to the Jamaica Mortgage Bank.

Taken individually, “he needs and capabilities of the above
mentioned territories are so small as to make difficult any approach
on an individual country basis., Collectively, on o regional basis,

a limited secondary market ic rfeacsitle and a patiern of assistance to
low income families can be dureloped,

Following the application of the CDB, & team of low cost housing
and secondary market experts visited the East Caribbean to explore with
the CDB the feasibility of the proposed approaches and has made recom-
mendations embodied in this CAP.

B. Nature of the Iroject

1. Prima low cosy progranm
2

The CDB is desirous of mceting the pressing political,
social and economic needs of the East Caribbean. A plan has been
devised for sub-loans to public or private non-prefit bodies for the
development of low cost housing projects. Because of the cost of even



basic construction some subsidization is essential. This will be in

the l‘orm ol capital, and possibly debt service contributions by the

Llocal tervitorics. Moreover, because of the past sad experience with
rentall housing and the questionable performance of some existing public
hodics, Hire-Purchase (as described below) will be used and some existing
local publie institulions may be by-passed.

In cssence, a5 explained in greater detail under the Financial
and Implementation Plans, sub-loans flor construction, only, will be made
to local institutions at 4% per annum amortized in 20 years. These will
be coupled with local contributions of land and urbanization, and of
construction costs exceeding EC$10.00 (US$5.50) per square foot.

Presently, the cost of construction ranges from a low of
EC$9 per square foot in Dominica to EC$13.50 in St. Lucia to EC$21.00
in Antigua but economies are achievable. In lieu of outright sales
csupported by home mortgages, houses will be assigned on a Hire-Purchase
arrangement with the occupant obtaining title at the end of twenty years.
During that period, the occupant will pay 4% per annum, amortized on a
maximun of EC$5,000 (US$2,800) of the cost of the house (the rest of
fhe development cost will be covered by capital contributions of the
host territory) and pay 2% per annum on the EC$5,000 (US$2800) to
cover maintenance and management.

It is contemplated that, with possible savings in construc-
llion costs and taking into consideration one and two bedroom houses,
that actual construction costs will range as low as EC$2700 (US$1800).
On the basis of 25 of income for debt service, there is a market in
the low income levels, Tt is customary in the islands to pay anywhere
from 33% - 50% for rent so thai strict adherence to a 25% of income
ratio is not necessary. Moreover, there is a sufficient gap between
the incomes of "low" income and '"middle" income families to provide
a. cushion of demand.

Subsidies are a normal form of assistance throughout
the world. Written down land values is the most painless form of
subsidy f'or governments. Absorption of part of the interest is
another toul. The Caribbean follows this pattern.
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Over a four year period (the first year will be a program-
ming, pre-construction phase), there is an institutional capability of
over 3000 dwelling units as compared to the 2200 estimated to be built
(rom the initial $6,000,000 loan.

2. Sccondary Market

The need for a secondary market in the Caribbean for home
mortgages has been apparent for a number of years. The resources of
existing thrill and mortgage instituliions serving the various terri-
tories in the area, taken individually, are of limited volume, 1li-

quidity and mobility. Collectively, however, these institutions ST

represent a relatively substantial source of housing funds, if a

way could be flound to coordinate and augment them. The Caribbean
Development Bank (CDB) . which has been in operation for approximately
two years, could achieve these gosls through establishment of a secon-
dary mortgage operation. The resulting increased liquidity and access
to additional resources would make possible accomplishments that the
individual institutions by themselves are not able to achieve. With
this as background, Sir Arthur Lewis, President of the CDB, on Decem-
ber 21, 1971, requested A.I,D,'s assistance in establishing a secondary
nortgare market operation in the Bank,

A l'easibility study ol the project was conducted April
10-28 by a team which included personnel from the A,I.D, Latin
American Burcau, w consultant rom the A,L.D, Office of Housing
(51R/11) . the International Altairs Division of HUD, and the Direc-
Lor ol' Nescavch ol® the IMederal Home Loan Mortgage Corporation, a
recently created secondary mortpgape operating agency for the U.S.
savings and loan industry.

a, Nature of a Secondary Mortgage Market

A Secondary mortgage market exists when one source
of funds (generally a home finance institution or a mortgage bank or
broker) "originates" (i.e. makes and services) mortgage loans and another
source of' funds purchases those home mortgages or participations in them
from the original lenders at a yield to the secondary purchaser adequate
to cover the cost of money to it, its administration costs and servicing
costs. Purchases may be of existing mortgages or, where the situation
warrants, in the form of advance commitments for mortgages existing at
the time ol' transter to the CDB.

The seccondary market provides a means for providing
Liquidity Go participating primary lenders, {or geographically redistri-

wting resources s Lhe gituation permits and warrants, and for tapping
resources nol otherwise available for home mortgages.
b, Specilic Objectives

(1) Increased Liquidity

Except for mortgage financing subsidiaries of
the Commonwealth Development Corporation (CDC), lending institutions
in the CDB area are dependent upon their own resources and have not,
taken the effort or been able to raise savings at a level and




under conditions which will allow them to expand their lending
facilities and to meet the home financing requirements of their
local lending areas. There is an overall low rate of savings in
the economie¢s of the islands due to a high rate of local inflation
and low rates of interest on savings accounts. Only recently, have
interest rates on savings risen to 4% - 7% as against a previous
rate of 2% - 3!%. 1In addition, individual savings accounts fluc-
tuate greatly, thereby requiring large reserves against possible
withdrawals,

As a result of this very illiquid position,
these institutions have adopted very conservative lending practices.
loan/value rations are generally only 50-60%, and the mortgage term
is 5-10 years, although the Cooperative Bank of Dominica is now making
15 year loans. Therefore, although the average size of their loans
ranges from U,S. $8,600 - $1!,300, vhich is within the proposed mid-
dle-income price range, the down-payment requirement and the level of
monthly payments necessary to amortize the loan combine effectively
to preclude these institutions from serving the muddle-income market,

Improved liquidity, together with increased
loan/value ratios and extended terms permitted by CDB financing, will
provide these local institutions with sufficient funds to meet the
overall home tinancing requirements of their local lending areas with
loans designed to reach moderate-income families.

(2) Geographic Allocation

The cooperative banks and building and loan
sociieties that will participate in the proposed secondary market pro-
rramm muet rely upon the savings generated within their own lending
area. In addition to their general insufficiency, these funds must
be limited to a relative small market area and cannot be reallocated
o areas of relatively greator effective demand. This results in an
additional inelasticity of the amount of mortgage funds supplied,
which the proposed secondary market operation can remedy.

(3) Ability to Expand Mortgage Funds

In order to secure a continuous flow of funds

Lo the mortpopre oviginatiing institutions, the purchase of mortgage loans
From prinary lenders has to be combined with the marketing of CDB secu-
rities desipned tio aupgment, nds available for housing. CDB plans to

pool mortpgagesn or participatiions purchased from primary lenders with
other ol' itig asscls against which it will issue general obligations
backed by itis guaranty.

CDB does not wiith to divert funds from existing
sources into the secondary mortgage market, but rather wishes to develop
new sources of funds. CDB, therefcre, plans to take the necessary steps
to tap some of the capital expatriated by foreign-owned commercial banks
and insurance companies for investment in the secondary mortgage facility.




Other sources of financing may include inter-national borrowings, such

as those made available through the A,I.D, loans and the Housing Guaranty
Program., The effective pooling of the CDB area through the secondary
mortgage technique provides a market sufficiently large to interest an
international lender, where as the individual local institutions do

not,

() Influence Policy

By virtue of its ability to provide the re-
sources lor home financing and the conditions for their use, CDB will
be in a posilion to influence substantially the direction of housing
and housing l'inance policy in its area.

(a) Home prices--by establishing ceiling prices
on homes Lo be financed CDB through a secondary market 2an assure that
increagsed funds will be used to provide housing within a price range
acceptable to middle-income fartilies. Availability of financing will
cncdourage builders to build for this market. Increasing competition,
and a continu -~g downward pressure by CDB on ceilings in terms of a
constant E.C. $ should also encourage improved construction techniques
and lower costs.

(b) Interest rates--the CDB discount and the
rate at which it can sell its securities will have an influence on
the mortgage rate that must be charged by the primary lenders and,
ultimately, on the rate that can be paid for savings. The CDB
interest rate strategy is separately discussed in this section.

(¢) Construction standards--will be influenced
by any mininun property standards established by CDB for participation
in financing new construction.

(d) Unified mortpage instrument--Cooperative
banks and building and lean sacicties generally use an open-end mort-
gage instrument with the total amount due to be paid on demand. Some

of the institutions require a three month interest penalty in the event
of pre-payment, These terms contrast with those offered by the area's
mortgage finance companics, which are wholly-owned subsidiaries of

Commonwealth Development Corporation a British government development

financing organization, and who.e mortgage documents generally provide
for amortization over & fixed period of time and for pre-payment with-
out penalty.

C. Socio~-Political Implicabtions

The East Caribbean islands, like other parts of the world, are
suffering from botl a rising housing defiecit and unemployment. External




restrictions on emigration is further increasing the problem. The need
for relief on both counts is particularly evident in the low income
urban population.

Because of the cost of construction and the low incomes, very
little housing has been constructed for families of low income resulting
in increasing overcrowding, an increasing backlog of deficits, and
mumblings of social and political discontenbt, Assistance for middle
income families, 'alone, would raise socio-political problems.

gome subusidization islneeded to permit reaching most families
ol' low income. In the past, in the Caribbean, this has taken the form
ol' subsidized rental housing. Subsidies have also been in the form of

written down land values.

The CDB has' propesed two forms of subsidy: (1) local contri-
butions in the form of land, urbanization, and payment for construction
costs in excess of EC$10.00 (US$5.50) a square foot, and (2) a subsidized
interest made possible by a concessional loan from AID. In order to con-
trol maintenance and facilitate evic\tions for non-payment, the CDB proposes
to use a technique which is wellknown in the British Commonwealth, called
"Hire-Purchase'., This is a form of rental with option to purchase under
which the occupant does not acquire +itle until the cost of the house
has been paid off, but, even in the case of the sale of his interest,
still receives some of the benefits from inflation and that part of
his "rental! which is attirbutable to amortization. (See Annex II).

Hire-Purchase will result in a higher fixed monthly debt service
than outright sale since the CDB proposes to charge a 2% fee on the
original sales price over the course of the twenty year amortization
period.  Ilor the income group involved, however, the CDB feels that
Lhis is an esgential safepuard.

L. The llousing Need and Demand

The population of the eight territories of Antigua, Dominica,
Grenada, Montserrat, St. Kitls/Nevis/Anguilla, St. Lucia, St. Vincent
and British Honduras is approximately 650,000 with 150,000 households.
Sixty fiive per cent of the urban population is estimated to fall within
the catfiegory of low income, that is, incomes of less than EC$200 (US$100)
per month. Household growth is now exceeding that of population.

Population and households projected over the next ten
years are as follows:

POFULATION HOUSEHOLDS

1970 1980 1970 1980
Antigmia ih1,000 72,000 16,000 19,000
Domi ni ¢ 70,000 82,000 17,000 21,000
({renada 106,000 126,000 20,000 29,000

St. Kitts 60,000 62,000 16,000 18,000




St. Tucia 101,000 118,000 22,000 28,000
St. Vincent 89,000 100,000 17,000 19,000
Montserrat 12,300 13,000 1,000 3,700
Br. Honduras 119,000 156,000 2ly, 000 32,000

TOTALS 638,000 731,000 135,000 169,000

The housing demand is composed of new household increases,
the nced for improving or replacing 9000 urban substandard and obsoles-
cenls housing and provision for 5000 over-crowded urban families, House-
hold increases denote a total annual need for new housing of 3500 dwelling
unitis, or 35,000 dwelling units over the next ten years, The replacement
need has been estimated at 900 a year, or 9000 over a ten year period,
The total annual need over a ten year period is, therefore, 4900 of which
3200 are estimated to be families of low incame.

Family incomes can be categorized as high, middle and low.
Extensive United Naticns studies indicate the following average income
levels in EC dollars:

HIGH MIDDLE LOW
Antigua ECH9000 (5%)  EC$4800 (25%) EC$L300 (70%)
Dominica 5500 (sy) 3000 (35%) 1700 (60%)
Grenada 8000 (10%) 2700 (30%) 1200 (60%)
St. Kitts/N/A 7000 (5%) 3000 (30%) 1000 (65%)
St. Tueia 5000 (7%) 4500 (28%) 1500 (65%)
Montserrat 7000 27f 3500 (30%) 2000 (63%)
St. Vincent 5500 ?%; 2800 (30%) 1900 (63%)

The term "low income' has been defined in the U.N. studies
a5 annual incomes of less than EC$2600 in St. Lucia; EC$1900 in St.
Vincent; B0$2500 in Antigua; EC$2000 in Montserrat; EC$2700 in Grenada
and EC$L700 in Dominica. These can be further sub-divided into high,
middle and low low incomes ac¢ follows.

Average Incomes

HIGH MIDDLE LOW
Antiigua BC$2500 EC$1500 EC$650
Dominica 1700 1200 600 -
St. Kitits/N/A 1700 1000 600
(irenada 2700 1350 800
SL. Tucia 2600 1800 850
alt. Vincent 1900 1200 500
Mont serrat 2000 1400 700

In Honduras, a recent study indicates a need for 250 new
urban houses a year for families earning between EC$750 - EC$1500 a
year,
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The middle-income market as defined by the UN and CDB
consists of households with o yearly income of EC$3,000-$7,000
(Us$1,700 - §4,000), or monthly incomes of US$L50 -$325. About 30%
of the households in the East Caribbean islands fall in this category.
Because of the limited geographic extent of the market areas, the
majority of families at this income level live withimcanehch{'ofhthe
urban market area.

The type ot unit sought by the middle income group consists
of living room 3 bedroom, bath, Kitchen with medium size lot. CDC sub-
sidiaries in St. Vincent, and St. Lucia have been able to offer this
type of dwelling at an average cost of EC$17,000 approximately US$9,900.

For purposes of this analysis, i’ an average house price of
115$10,000 is assumed, to be tinanced by an 80% mortgage at 85 for 25
years, with monthly payments not to exceed 25% of income, a U.S.$10,000
house tinanced on the above terms would be available to housheolds earn-
ing about FC$5,000 (US$2,860) a year or more., Using the above assumptions,
a total o!f 1,125 houses could be financed from the $9 million initial
capitalization over the three years of disburscment.

The following taple indicates the number of existing fami-
lies and new houschold formation at this income level, Based on review
oft current operaticns by primary lending instituticens in the Eastern
Jaribbean area, an estimated cne-third of those families able to pur-
chase homes at a given price level and not now occupying adequate
housing may be considered to be willing to buy and, therefore, will
be actually in the market {or the estimated three-year disbursement
period of the Loan:

Total Estimated Effective Demand - Three Year Disbursement Period
Middle-Income Housing - Eastern Caribbean Area

(a) (b) (c) (a)

New Househcl:'s  Number o Families Est. Housing
3 yr. periud Able to Borrow and Demand to be

Net New Cccupying 1/3 of Built by
Adequate Housing (a & b) CDB Program

Antigua 205 £00 400
Dominica 300 L300 530
(irenada 6.5 1000 550
Montserrat <0 300 100
St. Kitts/N/A 150 600 250
st. Lucia 450 1500 650
St. Vincent 150 1000 380
Br. Honduras ok 150 50
TOTALS 2004 6650 2910 1125

Even congidering 200 additional units that could be built
by the primary lenders, including the CDC, using their own funds, the
unmet demand would be about 2000 for the three year period,
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2. lousging Cost

The cost of housing in the Caribbean territories is affected
ly the cost of land and the high cost of materials. Ninety per cent of
building materials are imported. Mark-ups on materials are usually more
than 100% of the landed cost. Since materials account for 60% of house
cost, the reason for the high cost of construction is obvious. A scar-
city of skilled artisans further results in higher cogsts,

Construction costs per square foot presently range from
FC$10.00 (US$5.50) to EC$23.00 (US$13.00).  For a basic 500 square foot
house, therefore, the house aleone, without land, would cost approximately
FO$5000 (Us$2800) to EC$10,000 (US$5500). In comparison, a basic low
vost house under an IDB loan in Trinidad and Tobago will cost US$3.76 a
qquire foot, In such Latin American countriecs as Colombia, Ecuador,
cnelomala, Honduras, Nicaragua and Venczuela, minimum IDB low cost
housing averages only $3.00 a square foot,

Under the proposal submitted by CDB, a 500 square foot
House would approximate BCS6500 (US$3600); Land, EC$500 (Us$280);
urbanization, KC$500 (Us$280): fees and administration EC$500 (US$280)
construction, EC$H5000 (US$H2800). 'The host territory is expected to
sontribute land and urbanization, and any costs in excess of £C$10.00
a squarc foot, Actual construction costs could approximate EC$12.00
(US$6.70) a square foot, but intensive review indicated potential
savings of 20%-25% in modified design and constructicn and reduced

square footage.

1f centralized purchasing can be instituted, it alone
could mean a reduction of construction of 259, The above cost,
moreover. retlects a three bedroom house. The program contemplates
a number of two bedroom and one bedroom units so that the average
ner house is more likely to be 420 square feet or an average cost

off BOSE200 or 11542300,

farther economices are rfeasible through the use of aided
selt help Leehniques and cooporative approaches, While initial dis-
cucaions Indieatod o resistance to aided self help, it is expected
(hat auch methods can be tfound aceeptable during implementation,
Cooperabives are a familiar fform off institution throughout the
inlands so that additicnal savings in both development and mainten-
ance and management are possible through that apprcach,

Even assuming a cost to the occupant of EC$5000 (Us$2800),
approximately 2200 dwi:lling units could be initially constructed. Assum-
ing a return to the CDB of W on « U546 million loan over a 20 year period,

4

this {igure could double in the rirst twenly yeari,

by island, of the income levels, dividing the levels into Affluent,
Middle and Low Income Pamilices and further subdividing the Low Income
catopgory into High, Middle and Low low income families. In general,

0O - 705 off the ramilies tall within the category of Low Income, with

0 wide ranpe within that latter category and with the larger grouping
bodnge in the lower categorios of low income. It is evident, nevertheless

The United Nations has made very extensive studies, island




Lhat there is o substantial market for families within the low income
brackel who can al'l'ord the housing hercin contemplated, with the capital
subsidics involvoed, with housing costing no more than 25% of income.
Moreover, montly payments for rent now range from 30% - 50% of income.
While it would be prefierable tc limit "debt service" to the standard

25% of income, it is an acceptable practise in the islands to pay

the larger amount,

3. Institutions Involved or Potentially Involved in Housing

Throughout. the territories there are a variety of public,
quasi public and private institutions that are involved in housing and
housing finance, or could be involved both as potential sources of funding
ol low income housing once it has been demonstrated by this project that
low income housing is f'easible, and as users of a secondary market.
Individually, their contribution is limited. Collectively, they could
bring to bear substantial human and financial resources,

Antipgua:

Central Housing & Planning Authority
Government Savings Bank

Sugarcess Welfare Fund

Cooperative Bank

Dominica:

Central Housing & Planning Authority
iovernment Savings bBank

Civil Servants Government Housing Loan Board
Cooperative Bank

Building and fLoan Associntion

Mortgage Finance Company (CDC)

Credit Uniong

(irenada:

Govermment \lousing Loan Board
Cooperative Bank
Building and Savings Loan Assocliation

St. Tucia:

St. Lucia Housing Authority

Urban Development Corporation

Banana Growers & Exporters Wellare Fund

St. Lucia Mortgage Finance Corporation (CDC)
Ot. Lucia Cooperative Bank

National Provident Fund




i) (ST

St. Kitts/Nevis/Anguilla:

Central Housing and Planning Authority
Government Savings Bank

Sugar Industry Worker's Welfare I'und
National Provident Fund

St. Vincent:

Government Savings Bank

pBuilding and Loan Association
(Cooperative Bank

National Provident Itund

Banhana (GGrowers Association Welfare Fund
Heusing Tinance Company (CDC)

Montiserral:

Governmenl Savings Bank

Civil Serpvants Housing Loan Scheme
Montserrat Building Society
Employees Provident Fund

In addition to the institutions listed above, commercial
banks and insurance companies now sending substantial sums outside the
iglands exist in all the island territories and are tappable sources
of funding. National Provident Funds have recently been established in
Antipgua, St, Vincent, St. Lucia, Dominica, Grenada and could be additional
substantial, increasing sources of' mortgage finance., On the other hand,
because ol' the low interest paid on deposits, the Government Savings
Banks are losing savings and cannot be considered sources of financing
unless rales arce raised.

i, TInstitulional Capacity for Low Income Housing

In moal of the territories, Central Housing and Planning
Authoritics exisl (Antipgua, Dominica, St. Lucia, St. Kitts, and St.
Vineenl). bul are velatively moribund for lack of capital resources
and are generally limiled to administering rental housing or develop-
ing land, Actually, relative to present construction they often have
more personnel than needed. They can also call upon the personnel in
the Public Works Ministeries. With technical assistance and increased
gtaf't'ing, the territorlies could produce approximately 3000 dwelling
units in a three year construction period.

The following illustrates the existing public housing bhodias:
ANTIGUA:

A Central Housing and Planning Authority was created in 1956 and
ig presently located within the Ministry of Public Works and Housing.
‘e CHPA has a Chairman, Housing Executive Officer, Building Surveyor,
Housing Property Manaper, Senior Clerk, Assistant Draftsman/Surveyor
and Clordeal personnel and an annual budget of EC$83,000 (US$h2,000).
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On behalf of' the Sugar Cess Labour Welfare Fund, about EC$1.0
million has been spent Lor housing from 1949 - 1970 for 525 houses,
'or rent, or an average ol' 25 houses a yecar., Some 2200 lots have
alio been developed tor sale, Discussions with the CDB and CHPA
indicate a capacity Lo build aboul 100, 150 and 250 dwelling units
in three years it° [unds are made available.

(GRENADA ;

Grenada has a Ministry of' Health, Housing and Local Government.
1t does not have a housing staft', although there is a non-technical
¥ "housing of'ficer'" in the Ministry and there is a basic Public Works
Staff which could be used. With the addition of 'Quantity Surveyor'
and use of the Public Works staff, the construction of 50, 100 and
200 dwelling units in three consecutive years is feasible.

DOMINTICA:

A Central lHousing and Planning Authority created in 1945 exists
within the Ministry of Communications and Works. It has an admini-
slrative budget of Be$83,000 (US§li2,000) a year and is administering
some vental housing, Tts activity, however, has been limited by a
lack ot fundis.  Nevertheless, it could construct 100, 200 and 250
dwel Ling uniba in threo year period.

81, TUCTA:

A Coentral Ifousing and Planning Authority created in 19&6, and now
named the St. Iucia Housing Authority, exists with in the Ministry of
Housing, Community Development, Social Affairs and Labour. It is
managing 150 houses built by the loans Board and 492 rental houses
unded by the United Kingdom, It hes, however, been inaciive and is
being supplanted by the newly created Urban Development Corporation.

The latter has a staff of four professionals and operates on a budget
of EC$U8,600 (US$25,000) but has requested additional staff and a budget
ol' EC$80,500 (US$L0,000), © It could construct 100, 200 and 300 dwelling
iunitis in three years,

W' VIINCIIN'T's

A Contiead Howsing and Plannimg: Authority created in 1946 exists
within the Miniatiy of Housing, lLocal Government and Community Develop-
ment, 1L hag oo Lechnieal staf'l', consisting of a Secretary and Technical
Otticer, bxeculive ofticer, [field Technician, Building Inspector/Drafts-
man and Clervical personnel, and an annual administrative budget of
10$53,000, irom LOGO - 1970, it built only 246 houses. It could,
however develop 50, 100 and 150 dwelling units,

ST, KITTS/NEVIS:

A Central Housing and Planning Authority (1959) exists within
the Ministry of Agriculture, Housing and Labour with a staff capable
! of' constructing 100, 150 and 250 units. 8ince 1951 it has loaned
[30$1.85 million (US$900,000) for new housing and home improvement.
[{ has a capability of 100, 150 and 250 units.

| ——
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BRITISH HONDURAS:

A Housing Division exist within the Ministry of Education, Housing
and Labour with a small staff which is constructing about 30 dwelling
units a year, However, it does not havc sufficient funds for capital
expenditures. Construction of 40, 100 and 150 dwelling units seems
possible,

The first year would be a programming period. Discussions L
with the CDB, the various territories, and a review of their budgets
and staffing patterns indicate an ability to produce 500, 1000 and
1500 units in the successive three years of disbursement if properly
supported by technical assistance and the Public Works personnel in
their respective Ministries, and the CDB, and, if contractor built
rather than force account housing is involved. Central purchasing
and standard design would also help in the achievement of this goal.
While the CIPAS are weak at this point, the legal framework and powers
exist and the economic power of the CDB can make this yearly output
F'easible.,

5. Institutional Capacity for Middle Income Housing

n. Ixisting Institutions

Existing primary mortgage lender:y may be divided into
two major groups, (i) Cuoperative banks and building and loan socieites,
and (ii) mortgape finance companies, Some housing finance activity also
is undertaken by commercial banks and local pension funds,

(1) Cooperative banks and building and loan societies

About a dozen of these institutions scattered
throughout the islands account for something on the order of 35-40%
ot the volume ot mortpage lending. Rescurces for these institutions
must be raised within their own lending areas. Their mortgage lending
{erms are very conservative - loan/value ratic of 50-60%, term of mort-
e only 5-10 years, although, as indicated earlier, the Domin“ca Co-
operative Bank ofters 8% 9 tcen year mortgages. Face interes rates
arc 8-10/ and are caleulated on a quarterly or semi-annual basgis, with
payments Lo be made n advance, rather than on a declining balance.
Average size off the loans is between $15,000 - 25,000 E.C. (US$8,600 - :
[14,300), Maximun loans are established by the individual institutions
o1 the basis ol available funds.

The conservative lending practices are a result
of' the unstable savings inf'loy intoe the instutions., This instability
is accounted for by the following: a) an overall low rate of savings
in the cconomies of the islands, b) a high rate of local inflation,
¢) the accounts have only recently begun paying reasonable rate of
In%erest (4-6%). Prmriously, savings rates were on the order of 2% -

y |
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A linal lactor, as indicated by some of the
representatives ol the associations, is that the savings accounts
"churn' substantially, which means that large reserves must be
comitted against likely withdrawals, On balance, therefore, these
institutions are in a very illiquid position and are not in a position
to meet the home financing requirements in their local lending areas,

(2) Mortgage Iinance Companies

Mortgage finance companies operating in Barbados,
Jamaica, Trinidad, Dominica, St. Lumcia and St. Vincent have accounted
for 50-60% of all mortgage financing since their creation in 1969 by
the Commonwealth Development Corporation (CDC), a British government
development f'inancing organization. In Barbados and St. Lucia the
(iovernments have some limited capital participation.

CDC borrows from the U,K. Treasury at 6% and provides
Loan tinaneing to its mortgage companies at 75%. These funds are reloaned
al 8 =B tar 20 years by the mortgage companies, plus a 1% commitment
oo, Loan/value ratio is 80%, but 904 loans can be made upon payment of
a2 - 2% tee equivalenl to mortgage insurance. The maximum loan is E.C.
130,000 (1i.5.§17,000). These companies also sponsor medium-size housing
developments.  Central management and technical services on a fee basis,
as well as personnel for the individual companies, are provided by the
last Caribbean Housing, Ltd., a CDC subsidiary based in Barbados. Because
of the availability of' CDC financing to them, and because CDB wishes CDC
to maintain its eurrent investment inflow for housing in the area, the
mortgage finance companies will not participate initially in the secondary
mortgage facility.

(3) Others

(n) Commercial Banks

The commercial banks are primarily foreign
awned - Canadian, U, §. and {1, K. Their involvement in lending on
real oslate aetivity has recently been increasing due to two factors:
1) mounbing government. pressure bo increase mortgage financing, b) in-
creased aetivily in comnercinl construction and financing - hotels,
Louriasl, meililbics, vacation homes,

(1) National Provident Savings Funds

potional Provident Savings Funds are local
pension funds which are beginning to invest funds in housing through
the CDC-owned mortgage fingnce companies and could be an increasing
and very substantial source of home mortgege funds,

(¢) Insurance Companies

Insurance companies are primarily Canadian
owned and have traditionally withdrawn funds from the islands. Local
sovernments are in the process of enacting legislation requiring a
ninimum reinvestment ot tunds in local projects.
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PART ‘IV, - FINANCTAL PLAN

While the loan is to one institution, the Caribbean Development
Bank (CDB), it is directed at two different income levels and will
cmploy two different techniques. On the one hand, it will engage in
a primary market activity and will make sub-loans for housing prcjects
serving low income groups at a reduced interest rate. Income groups
will generally be under EC$2600 (US$LL00). On the other hand, it
contemplates the establishment within the CDB of a secondary market
facility aimed at the middle income having incomes averaging above
EC$3000 (US$1500) a year and is dependent upon financial institutions
such as building societies, cooperative banks, insurance companies,
commercial banks and Provident Funds originating mortgages at the
primary level.

['or the secondary market, there will be a subsidy to the CDB in
the form of an ATD loan on concegsional terms and a CDB equity receiving
a limited return. 'The primary market, on the other hand, contemplates
non-repayable contributions from the host territories in the formi of
land, land development and absorption of that part of the construction
cosl which exceeds FECH10,00 a square footi.

Roth program: have substantial institution building aspects. The
decondary market will orovide a framework of liquidity for originating
Pinaneial ingtitutions and a means of tapping and distributing resources
nols obhrwise avallablioe, o interested, in home mortgage lending. The
primary market will help introduce certain reforms into the-manncr and
cost of materials purchasing, e.g., a central purchasing body can save
a considerable part of the 190f mark-up on landed cost of materials, in
the reduction of the repayment delinquencies on rental housing (in Bar-
bados, delinquencies approximate ECHY million (US$2,000,000), throuth
the Hire-Purchase technique, in the avoidance of the inefficient prac-
tices of the public agencies, and in the reduction of subsidies now
being provided,

A.. Primary Markct

Six million of' the $10 million AID loan will constitute a
tund within CDB for relending bu local public bodies or private non-
profit instituticns tov the development and construction of housing
‘or familics carning incomes of less than EC$2600 (US$LL00) a year.
tub-loans will be used to cover the construction. costs not in excess
ol' Be$5000 (US$H2B00) por dwelling unit and will bear an interest of
Wi a year. land and land urbanizaiion costs will be a non-reimbursable
contribution of* the local government which will also be expected to
bear any cost of construction in excess of EC$H5000. Sub-loans will be
repaid over a 20 year period and will be guaranteed as to! principal
and interest by the local government involved.

While the project contemplates local contributions approxi-
mating $2,000,000, the actual burden on the local governments will be
blunted by the fact that the land already owned by the local governments
will constitute a substantial part of that contribution and that the
cost of urbanization can be largely sbsorbed by their Public Works
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Departments. Any subsidy contribution over the estimated cost of
1C$5000 per dwelling unit can be reduced by proper design and pur-
chasing ot materials. The CDB limitation on its loans should act
as an incentive to the local governments to reduce costs.

In addition to the 4 interest and amortization charge, there
will also be a 2%, per annum {'eec, based on the EC$5000 Loan, to cover
costs of construction and maintenance. Since Hire-Purchase is involved,
management has the burden of maintenance. Included in administration
is collection of "debt service".

R. Secondary Market

The CDB proposes to create a secondary mortgage fund utilizing
ils own equity, A.I.D., development loan and A,I.D, Housing Guaranty
funds, in the following amounts:

SOURCE AMOUNT RATE OF INTEREST TERM
AID Development Toan $h,000, 000 3% (2% during 10 40 years (with
year grace period 10 year grace
a period)
ALD lousing Guaranty 2,000,000 8% 25 rears
(DB equity 3,000, 000 5% (assumed) -

TOTAL 19,000, 000 b, 569 b/

a/ Includes estimated 7.5% to U.S. investors and 0.5% AID
Guaranty lFee.
b/ Approximate cost to CDB.

The CDB will utilize this fund to purchase home mortgages or
participations ot 75% - 85% in home mortgages from cooperative banks,
building and loan socicties and other institutions initiating home
mortgages. The procecds will be used by the primary lenders to pro-
vide long-term financing for the construction of new housing designed
tor sale to middle-income families (i.e. families with a yearly income
ot' U.S. $1,200 - L,000).

The program initially will be made available in the eight
Lerritorices comprising the lesser developed members of the CDB, i.e.
Antipua, Dominica, Grenada, Montserrat, St. Kitts/NeVis, St. Lucia,
Hlh. Vineent and British Jllonduras. After the program has been in
operation tor a year the CDB will study the advisability of extend-
ingg it to the larger countries of Barbados, the Bahamas, Trinidad/
Tobago and Guyana.

The sales price of' the new units to be financed will generally
range between U.S. 5,000 and $12,000. Down payments will not exceed
20}, of the sales price.
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The CDB intends the secondary market operation to function as an
integral part of its own operations and not as a separate facility. The
mortgage or mortgage participations could then be pooled with other assnti:
of the CDB, against which general obligations would be issued in order to
generate new funds.

Interest Rate

An important feature in a program intended to secure self-financing
for the secondary mortgage market is the yield CDB will offer to institu-
tional investors purchasing mortgage backed securities or debentures from
CDB.

Mortgages to be purchased by CDB from the cooperative banks and
Invilding and loan socictics over the 2 to 4 year period of the loan will
normally have o primary yield of &). CDR initially suggested that it
would purchase these mortpages at a 6% rate leaving a 2% spread to the
primary lending institutions, CDBR wanted to build up the capital base
ol* the cooperative banks and building and loan societies and believed
that the 2 point spread would permit them to expand their operations
by not only providing them with the cost of servicing but permitting
them to expand their capital base.

This, however, is not the true concept of a secondary market which
assumes a discount by the primary institution to permit the secondary market
facility to operate on an economic basis. Mortgages purchased by CDB must
provide CDB with a yield, supplemented by CDB fees, sufficient to cover the
changing cost of money to CDB, servicing fees and administrative costs.

The AID team apprised CDB of other means of increasing the financial bene-
tits to primary lenders participating in the secendary mortgage market.as
0.g., including a "fee" or "point!" (1%) for loan obligations (CDB subsidi-
arics now charge this fee), and the purchasing of mortgages on a partici-
pation basis thus allowing a portion of the yield to stay with the original
lenders.  Using these means, primary lenders could sell at a discount and
i1l have an cconomic justification for selling their mortgages or parti-
cipatidons thoerein,

GDB agrecd to the concepl o' purchasing mortgages, (or participations
Lhorein) at a discount. The intercst spread provided by the combination of
an AID concessional loan and CDB equity with a reduced interest rate will
ecnable the CDB to cover its early operating costs when its portfolio is
non-existent or small and to establish the necessary reserves. The loan,
e@quity and guarantee funds themselves, will provide the CDB with funds
to initiate a secondary market. CDB debentures, or mortgage-backed
securities fully guaranteed by CDB, should be attractive enough to re-
sult in their marketability to assure further funds for a continuing
activity, If it is found necessary t'or CDB to increase the intercdt
rate paid on its debentures because of market conditions, a general.
rise 1 mortgage interest rates in the islands will be sought,
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C. Technical Assistance

Technical assistance is neededfor both aspects of the project:
Low income housing and secondary market. A total of $625,000 in technical
assistance will be financed over a three year period. Of this amount $325,000
will be grant funded by AID and $300,000 will be financed with loan funds.

1. Secondary Market:

Grant funds in the amount of approximately $75,000 will
be provided for technical assistance from U.S. sources to assist the
CDB in establishing rules and regulations, techniques and procedures
tor determining yields and mortgage operations and in devising and
implementing the issuance of bonds or other obligations of the CDB
in raising funds f'or a continuation of the program,

2. Low Income Housing:

This part ol the program requires a different form of
Lechnical assistance on two levels, the CDB and the sub-borrower.
The CDB has been advised by the UNDP that it will fund a full time
three year resident adviser to advise the CDB at the CDB level on
low cost housing techniques, design and project development and to
help the CDB expedite and coordinate use of the loan funds. Such
a technical adviser would be supported by short term advisers,
possibly from FCH Services, Inc, at a cost of approximately $105,000
in the first year, $100,000 in the second year and $45,000 in the
third year. These will be AID grant funded.

Al: the sub-borrower level, the greatest need is for
managerial guidance Lo local bodies in developing and implementing
physical projects. It might be pref'erable to engage one organiza-
[:ion under conlract to develop and sponsor projects on a regional
basis. llowever, the CDB has proposcd operating through local bodies
and providing a combination of technical assistance and monitoring
Lo each local authority. Il personnel from the Caribbean is used,
Lhe cost would be small, EC§2l,000 - EC$30,000 (US$13,00 - US$LT,000)
per territory derived from the following: Salary EC$13,000, local
transportation EC$1500, housing EC$2500. For seven such advisers,




the cost should not exceed US$100,000 a year. Approximately $300,000
ol' the AID loan will be used by the CDB for this purpose.

D. Implementation Plan

e Borrower will establish two separate funds, one for the
Primary Market and another for the Secondary Market with separate
accountability for each. Neither fund will be available for the
purpose of the other fund.

. Low Income Housing (The Primary Market)

Six million dollars ($6,000,000) will be loaned to the
Caribbean Development Bank (CDB) for re-lending to qualified local
public housing bodies, existing or to be created, or private non-
profit institutions such as housing cooperatives. The sub-loans
will be repayable to the CDB and will be guaranteed by the territory
concerned as to both principal and interest.

The sub-loans will be made on the basis of applications
stbmitted to the CDB containing information satisfactory to the CDB
rellative to site location, site development, design, cost, method
of construction, selection of occupants and financing. Advances
f'orr houses construction may be made by the CDB as construction
proceeds bul all construction will be on a contract basis except
where self® help techniques are used. Sub-loans will be used to
cover the cost of' construction only, and will not be used for the
purchase of® land or land development or construction costs exceeding
an agreed upon square oot cost, presently estimated at EC$10.00
(U2$5.50) a square footb.

Dwelling units will be either sold to eligible purchasers
meeting criteria approved by the CDB on maturities not exceeding twenty
years, and at interest rates acceptable to AID, or may: be assighed to
eligible lamilies on a hire-purchase basis. Eligible purchasers, or
those obtaining houses on a hire-purchase basis, will be heads of
households with incomes not exceeding EC$50.00 (US$28.00) per week,
unless otherwise agreed to by AID. For the manner in which Hire-
Furchase works see Annex IT.
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During the first year of the loan there will be little,
if' any, construction since that will be the tooling-up programming
period. In the second year, it should be possible to construct at
least 500 dwelling units, in the third year 1000 dwelling units, and
in the fourth year, 1500 dwelling units on the following estimated
basis, or a total of 3175 dwelling units as compared to the 2200
contemplated.

2nd Yr, 3rd Yr. Uth Yr.

AnLigun 100 150 250
Dominica 100 200 250
(irenada 50 100 200
Gl G 100 200 300
olt. Vincent 50 100 150
St. Kitis/Nevis 100 150 250
Montserrat 25 50 50
British Honduras 50 100 100

TOTALS 575 1050 1550

This, however, is the estimated capability. Loan funds
will limit actual construction to approximately 2200 dwelling units
in the fiirst three years of construction. During the roll-over period
oi' the loan an increasing number of dewlling units could be built,

2.  The Sccondary Market

a. Ovganizatlional Framework

A discussod carlier the secondary mortgage market
operatiion will tunction as an integral part of the CDB's operation
and not. as a scparate facilily. This will allow CDB to pool the
mortgage loans purchased [rom primary lenders with other assets of
CDB against which general obligations would be issued, the proceeds
of which would be directed for continuation of the secondary market
operation.

CDB intends to appoint an experienced professional
to coordinale the housing operations and to utilize the talents and
capabilities of* the staff now working with CDB including architects,
engineers, legal counsel and accountants, to support the secondary
mortgage operations.

b. Purchase of Morxtgages

DB will purchase home mortgages or participations on
the Ffollowing conditions:

1) proceeds muslh be uwsed to tinance new construction of
middle-income housing (prico range of US$SOOO - $12,000)

2) repayment of new loans will be on the basis of equal
monthly payment ofprincipal and interest




3) downpayments on new loans snall not exceed 20%
of sales price,.

4) all new loans must have hazard insurance.

A forward commitment program may also be made available
wilhin the secondary market., This will encourage participating co-
operative banks and building and loan societies to undertake develop-
ment. ol housing projects and of' new subdivisions. During the first
year GDB should be able to purchase approximately $4 million from
participating primary lenders. The balance of the loan will be
disbursed over an additional two years.

2. Monitoring of the TLoan

Monitoring of the loan will be by AID/W gince there is
no Mission in the Caribbean. AID/W will, however, have the assistance
of' the experts to be provided to the CDB by the UNDP and AID grant.

3. Disbursement of the funds for the secondary market
activity will be on a pari-passu basis, with the CDB equity contri-
bution (the $6,300,000 for the low cost portionj;vhowever) #will be
disbursed &g needed). A three to four year disbursement period is
contiemplated, :

I, Untyings
As cstablished in our tirst loan of $10 million to the GDB--
538-1,-0L--the proposed AID loan would be untied to Code 941 and all
member countries ot the CDB. The latter include Great Britain and

Canada. This policy is based on the agreement of the U.K. and Canada
to permit all funds made available by them to the CDB eligible for
procurement of goods and services of U.S. source and orign.

It sheculd be pointed out that the U.K. and Canada have
committed themselves to make available to the Bunk a total of $29
million in the form of both loans and capital contributions. Given
the fact that this loan would increase total AID financing to the
Rank to §$20 million, the favorable U.S. to U.K./Canada ratiu of
contributions would continue,




Part IV - Economic Analysis

A. An Overview

The Islands of St. Lucia, St. Kitts, St. Vincent, Dominica,
Antigua, Grenada and Montserrat have a total population of nearly
530,000 whose per capita lncome is among the lowest in the Eastern
Caribbean Region. Nearly all of these 'countries" (associated
states with the UK cxcept for Montserrat which is a Crown Colony)
are dependent on export agricultural crops such as bananas, sugar,
cocoa, and special products such as nutmeg and arrowroot.

A glance at the main economic indices for this group of
islands reveals that export agriculture, the mainstay of their economies,
hag grown very slowly over the last five years. In some of the islands
export agriculture registered a negative average annual rate of growth,
and, in at least two of them, Antigua and Montserrat, it is on the verge
of extinction as a significant economic sector, Tourism, the construc-
tion industry, and to a lesser extent, manufacturing picked up the
slack lef't by the depressed agricultural sectors and recorded relatively
hifh rates of growth during the 1965-69 period. The percentage share
of' the hotel industry in GDP grew in viptually all of these countries and
will probably continue its expansion throughout the T0's.

I, Unemployment & Population Pressures

Population pressures are typically strong in these
islands due Lo the relatively high birth rate and limited employment
opportunities. This situation has forced many of the people to emigrate
to the U.S. and LK in search of better jobs. However, with the
tightening of immigration regulations in both of these countries,
this "safety valve" is being closed to most of the would-be-migrants
and unemployment rates have consequently soared to record levels, In
1961 nearly 11,000 people left these islands to seek employment else-
where while in 1967 this figure had dropped to 4,500.

While precise data on the rate of unemployment in
these countries 1s not yet available, most knowledgeable observers
place this figure at a conservative 15-20% which should probably be
increased another 5-10% to include the underemployed youths and school
drop-outs. Because of the magnitude of this problem, and ite possible
political implications, it is now receiving considerable attention from
business and government leaders. This was underscored by Sir Arthur
Lewis, in his address to the Board of Governors of the Caribbean
Development Bank, who singled out unemployment as the main economic
problem In the islands and prescribed strong measures to deal with it
(see Conelusions).




2. External Factors

Because their economies are primarily exporters
of agricultural commodities and because their domestic markets and
manufacturing sectors are so small, this group of Islands is highly
vulnerable to sudden adverse fluctuations 1n international prices for
their main commodity exports. For instance, four of them, Dominica,
Grenada, St. Lucia and St.. Vincent,, derive a high portion of their
export earnings from bananas which are.covered by a special marketing
arrangement. with the U.K. and Geest Cu. (import firm). The future
of these Commonwealth preferences is, however, now in doubt following
the British decision to enter the EEC. Furthermore, the price of
bananas on world markets has been in steady decline since 1961 and
is not. expected to recover in the immediate future. These ominous
trends underscore the need for developing a more diversified economy
based on more d:pendable manufactured exports.and on tourism,

The structure of imports to the islands also reflects
this fundamental imbalance and the lack of local manufacturing. Nearly
25-30% of imports consist of foodstuffs and basic necessitities, and
nearly all of the local consumption of manufactured goods and construc-
tion materials must be satisfied with imports. Stimulated by increases
in income levels and by investments in housing, hotels and infrastructure,
imports have risen faster than export earnings over the past decade
leading to ever wldening deficits in the trade balances of all of these
islands.

The openess of their economies also reduces the
balance of payments benefits they derive from earnings from tourism
since a high portion of each tourist dollar earned must go to pay for
imports consumed by the tourist. In some of the islands it 1s extimated
that only 20% of tourist expenditures actually pay for locally supplied
goods and services, This balance of payments "leakage' 1s also strong
in the construction industry where nearly 90% of the materials must be
imported.

Tourism has continued to expand during the 60's in all
of the islands. In 1963 total earnings from tourism were $EC20,8
million, but by 1969 they had more than doubled reaching $EC52.8 million.
However, in view of the sluggish growth of the other sectors it will
have to continue this rate of growth to avoid economic stagnation unless
manufacturing is able to play a more significant role.

Serviclng the outstanding external public debt does
not constitute a serious problem in most of these countries. However,
Antigua, and to a lesser extent Grenada, St. Lucla and St. Kitts, will
experience substantial increages in their debt service burdens in the
early 70's when they are scheduled to nearly double. The debt service
ratios listed in Table II give some idea of the relative serilousness
of this problem, The ratic in column I is considered the more meaningful
index of their liquidity positions since it excludes earnings from tourism

where import !leakages' are strong and indicates their ability to pay off
their loan commitments. It is obvious that Antigua faces
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g more serious debt service problem with nearly 55% of her commodity
export earnings absorbed in debt payments in 1969. In 1970 Antigua
is scheduled to pay EC$6.3 million on loans used to finance several
large scale infra-structure projects such as the harbor, airport and
desalination plant.

3. Conelusions and Outlook

While the prospects for continued growth in export
agriculture are not very bright, the Windward and Leeward Islands
examined here can probably look forward to some improvement in their
economic situation. Barring some sudden adverse trend in their external.
environment, which would set back tourism and/or traditional exports,
these countries will continue to grow during the TO0's, albeit at a
slightly slower rate than in the 60's.

Most observers feel that by far the most serious
problem ghead, both politi 1ly and economically, is unemployment which
is a symptom of some of the fundamental inbalances in their economic
structures. The urgency of this economic and social problem will
require strong remedial action by the island governments. According
to Sir Arthur Lewis, this will have to include possibly a devaluation
to attract foreign Investment in manufacturing, a realistic import
substitution policy for infant industries, technical training to improve
labor productivity and a strong incomes policy to avoid spiraling in-
f'lation. Az high cost, inefficient producers, these islands will face
gerious problems it attempting to dlversify their economies unless
they accept some ol this strong medicine.

B. Country Sketchec

1. (Crenada

After a period of rapid growth in the early 60's,
the Grenadan economy has come to a grinding halt as & result of a
serious depression in its agricultural sector and construction industry.
Diring the period rfrom 1961 to 1965, stimulated by a buoyant market
ror its main commodities (nutmeg and bananas), Grenada's export
agriculture registered an annual average rate of growth of 10.5% but from
1905-1909 this figure dropped to s disappointing 2.5%. GDP rates of
prowth reflected this udverse trend falling from 6.5% for the period
1965/61 to only 3.5% for the 1969/65 period.

Construction activity and tourism were the only
bripht spots on this otherwise dismal economic picture. However,
congtruetion, which was stimulated by investments in hotel expansion
und iufrastructure has tapered off in the last year following the
completion of' these projects. Tourism continues to expand but at a
somewhat lower rate than in the sixties,




The trade and payments position of the island reflects
the decline in +the economy. Imports averaged increases of 12% from
1963 to 1968 and Jjumped 25% from 1968 to 1969 while exports lagged.
Inflationary pressures are also stronger in Grenada than in most of the
other islands, Part of this inflation is imported but most of it is
due to lncreases in government spending. Government salaries were
boosted 40-50% in 1970, while wage hikes in most of the other islands
were only 30-35%.

Faced with an uncertain future for its main crops,
Grenade will have to depend for its growth in the T0's on tourism and
its embryonic manufacturing sectar.

2., St. Vincent

While its export agricultural sector has registered
low rates of growth during the 60's, St. Vincent has experienced &
relatively balanced growth of its other economic sectors which has
offset the poor performance of its main crops. During the 1965/69
period export agriculture grew at an average annual rate of 0.5% while
in construction this figure was 10.0%, in manufacturing it was 4% and in
the hotel industry 21.5%. As a result,GDP grew at an average annual
rate of 6.5% during this perlod,

Iike most of the islands, St. Vincent suffers
from & chronicdel'icit in 1ts trade balance, However, she has been able
to satisfy an increasing portion of her domestic needs for food as the
"other agriculture" sector has expanded substantially in the last seven
years to the point where some of its products (sweet potatoee, ysms and
tunias) are now exported to the other islands. As a result, St. Vincent's
trade deficit $EC 15 million) in 1970 has increased at a somewhat lower
rate than in the other islands.

Tourist expendltures have increased dramatically in
St. Vincent Jumping from $EC 1 million in 1964 to $EC 5 million in 1970.
However, most of the tourists to St, Vincent are from the other islands
rather than from the U.,S. or Canada and this sector i1s still in the
embryonic stages of its development,

The main forelgn exchange earners are still the
commodity exports, banenas and arrowroot, but the future of these
producis is at best uncertain, Copra, another traditional export has
experienced a slow extinction and it no longer a significant export.

Inflationary pressures in St. Vincent have been
relatively weak, The COL (1964 - 100) had by May 1970 showed an
Increase of only 29% since 1964, and because of the generally higher
level of unemployment here and the avallability of a greater supply
of locally produced foodstuffs, it is expected that inflationary
pressures will be minimal in the immediate future.




3. Antigua

Antigua is the only island in this survey with a
significant industrial sector and a relatively unimportant export
agricultural sector. Notwithstanding the growth of its manufacturing
sector and oil refining industry, Antigua's economy is believed to
have recorded little if any real pgrowth during the late sixties.

From 1963-67 Antigua registered a relatively high annual growth
rate of GDP (8.1%) which was offset by a high rate of inflation
averaglng 4-50 per year which contrasts with the 2-3% inflation rate
lound in other Cardibbean islands.

Tourism, which earned $EC 23 million in 1969, is
relatively more developed in Antigua than in the other islands.
However, 1ts rate of growth in recent years has been below the rates
rccorded in the other islands in this survey. The annual rate of
growth in hotel visitors durning 1967-69 was only 1.9%, much below
the 16.3% rate achieved during 1963-67.

The trade and payments position of the: island reflects
some of these economic imbalances. Imports,which grew sinbstantially
during most of the 60’s,havc continued to expand but at a lower rate
due to a dampening of construction activity and the completion of the
oil refinery. Exports, however, have given 8 lackluster performance
dipping below $EC 500,000 in 1966. Some improvement in the trade
balance has occurred in recent years following the opening of the oil
refinery in 1968. Re-exported oil now accounts for a larger share of
export earnings than the "traditional" exports (sugar, cotton). Sugar
production, which ceased entirely in 1969, has subsequently resumed on &
[imited senle, while cotton production is on the verge of extinction

(cotton acreuge dropped from [,927 acres in 1967 to 200 acres in 1970).

Serviecing the external public debt poses some serious
probleme for Antigua due to the proflipgate economic policies of the pre-
vious government which ran up huge budgetary deficits to finance several
large scale infrastructure projects. As a result of its foreign borrowing,
Antigus now faces a heavy debt service burden. In 1969 $EC 3.1 millicr.
were scheduled tu be paid to foreign creditors and in 1971 $EC £.7 millicrn
in payments were due to pay offt loans used to finance the electricity and
desalination plants. MThis contrasts sharply with a debt service burden of
only $EC 1.4 million in 1966. Though there will be a gradual reduction
in total annual payments to service the external debt, Antigua will still
hiave to repay $EC 33.0 million from 1971-T7.

Iuflationary pressures are stronger in Antigua than
in the other islunds due to the existence of strong labor unions which

llave succeeded in Keeping wages at very high levels. Minimum wages in
Anbipun nre even higher than 1ie Barbados. Inflationary wage increases
will continue Lo be a serdous problem to the local government and could

bucome an obslacle to continued growth.




. Dominica

The island of' Dominica relies almost exclusively on
the banana export business. Export agriculture grew at only 1% average
annual rate of growth from 1965-69 but thanks to healthy increases in
the manufacturing, tourist and government sectors, Dominica registerdd
a T% rate of growth of GIP during that period.

Dominica records a persistent deficit in 1ts trade
balance which has grown substantially during the 60's reaching $EC 19.2
million in 1969. This gave Dominica the dubious distinction of having
the second largest deficit of the islands examined here. This deficit
is only partly covered with earnings from tourism as the latter was only
about $EC 2 million in 1969.

Dominica, like most of the banana exporters in this
region, faces a rather bleak economic future which will hopefully be
improved by earnings from tourism, manufacturing and perhaps by
external assistarnce.

5. St Lucia

St. Lucia is now the major banana producer among the
Windward and Leeward Islands. Nearly $EC 9.5 million out of a total
export earnings in 1969 of $EC 11.5 million were derived from banana
exports. Due largely to the favorable market cdonditions and successful
banana crops, economic growth in St. Lucia was among the highest of the
islands rising to 11.5% per annum during the 1969/65 period. Also
contributing to this higher rate of growth were substantial increases in
construction activity and tourism. The construction industzy registered
average annual rates of growth of 34% during this period while hotel
expenditures in the tourist cactor grew at a 21.2% rate. This rate of
growth is expected to taper off in the early seventies due to adverse
trends in the price of bananas and a leveling off of construction
investments.,

St. Lucia has a perennial trade deficit which it
niust finance with tourist earnings, remittances from abroad and external
nssistance.

Tourdsm has grown substantially over the past decade
(i dbs carndngs have junped from $EC2.9 million in 1964 to $EC 7.2 million
in 1969 and 1t 1s cxpected to expand further when new hotels are opened
in the T0's,

Inflationary pressures in St. Lucia are minimal due
to the high level of unemployment and conservative fiscal policies of

the government.,

6. 8t. Kitts-Nevis-Anpguilla

The economy of St. Kitts-Nevis-Anguilla is perhaps
one of the most depressed of the Windward and Leeward Islands. Its main




crops, sugar and cotton, have experienced downward trends which are

not expected to reverse themselves in the immediate future. While

sugar production was 39,195 tons in 1967, by 1970 it had dropped

to 27,163 tons--this 1s the equivalent of a $EC 2 million loss of

GDP in any given year. Cotton production is virtually extinct

following a year of severe drought and adverse market conditions.

Tourism has grown during this period, but its level of development is
still too modest to offset the downward trend in GDP caused by the export
sectc .

St. Kitts-Nevis-Anguilla have slso one of the highest
rates of emigration among the islands. Tn 1967 nearly 2,800 left these
islands in seasrch of employment elsewhere, and it is estimated that
from 1965-G9 this group of islands recorded a 0.5% population growth

rate.
T. Montserrat

With a population of little over 14,000,Montserrat
is the smallest island examined in this survey. It depends largely on
small scale manufacturing, tourism, the construction industry and
government, which alone accounted for nearly 25% of GDP in 1969. The
agricultural export sector accounted for only 2.5% of GIP, and it has
been in general decline since 1960. So low is the level of production
of sugar and cotton that Gust Co. has refused on several occasions to
cend 8 boat to pick up the limited quantities because the earnings from
these products would not even cover the shipping and handling costs.

The islsands's future growth will inevitably depend
on tourism, and to a limited extent, on small scale manufacturing geared
Lo Internationul or regional markets in the Caribbean.

8. British Hondurss

With a population of 120,000 and a land mass of
8,807 squure miles, British Honduras is the largest of the countries to be
covered by this loan. Also because it has relatively more cultivable
land, the British Honduras economy is more diversified than that of the
other assoclated states which depend heavily on tourism and one or two
major tropical products. Belize is primarily an agricultural economy.
Sugar, critius fruits, rice and red beans constituted the main crops with
cattle raising increasing in importance in recent years.

Sugar production has increased significantly in
recent years following a two fold increase in B.H.'s quota to the U.S.;
production of this crop jumped from 52,000 tons in 1969 to 64,000 tons
in 1971. The sugar industry (including refining) is also the largest
employer and accoints for 50% of the country's foreign exchange earnings
and 65% of its total agricultural production. The other major crops have
cxperienced a slower but steady growth pattrrn.

Due to tlie lack of infrastructure and the dearth
ol quiliity hotels, both manufacturing and tourism are relatively




insignificant factors in the B.H. economy. The few bright spots in
the industrial sector are & new fertilizer plant, a growing fishing
industry and a plan for processing meat for export to the U.S.

British Honduras has experienced an adverse trend
in it trade balance which recorded a $15.5 million deficit in 1970, an
increase of 23% over the previous year. Most of this deficit was
financed by capital grants from U.K, and private capital inflows.
$12 million (U.S.) was spent by the British on construction of the new
capital, Belmopan while most of the private capital inflow was recorded
in increases of private bank borrowings abroad as local banks financed
the expansion of the sugar industry.

C. Wage and Employment Effects

The effect of the proposed program on the economy in terms
of increased wages and related standard of living for families is con-
siderable considering the present level of unemployment and undexr-
employment. (Authorities indicate 15 percent overall unemployment,
with as many as 30 percent unemployed in the 17 to 20 age group.)
Unskilled labor, watchmen and others would be drawn from those having
Little or no.alternative opportunity for stable, relatively long term
employment.

The chart set forth below shows the pattern for a three year
program construcing some 2202 dwelling units. Teams of 32 men (including
watchmen and casual laborers) are traditionally able, according to local
sources, to build one unit per week or a project of 50 units per year.
While varying from territory to territory, an average of $ECL,600 per
week team is considered an average pavroll for a team of this silze.

On this basis, 1408 man years of direct construction labor would bring
the 4l "teams' involved a total of $EC 3,370,000 (US $1,870,000) in
yages. This averages $EC 2,500 per year per worker. With an average
of five persons per family, as many as 3720 persons per year would be
aggected, with an average per capital income of $EC500.

Year Year Year TOTAL

1 2 3
Uni I 36T T34 1101 2202 2
Units per week 732 14.68 22
Teams -
(22 men per team) T.32 14,68 22 Ll
Men 234 LT0 TOL 1408 man years
Weekly payroll SECL1,T12 $IC 23,488 $EC35,200
Atinual payroll $EC585, 600 $ECL, 174,400 $ECL,610,000 $EC 3,370,000

TorMlEy Ty

period,




General stimulus to the economy relative to the proposed
program would come from several sources. TFor example, some
3,303,000 square feet of land would be used in the building lots
(plus major circulation and service areas). Assuming an average
economic cost per square root of 50¢ EC with all services in, the
cost would exceed $EC 1,651,500. Assuming one third of this amount
as labor, in excess of $EC 550,500 would go directly to relatively
low income, low skilled personnel,

90 of materials are imported. With some $EC 5,284,800
f'or materials on site for the 2,202 units, approximately 50 perce:nt of
cost, $EC 2,642,400, would be propelled into the local economy in the
form of unloading costs, handling and storage, and profit to local
dealers.

Purchase of land, local architectural, engineering, survey,
legal and other fees would to into the local economy. If local,
rather then external contractors are used, profit and all overhead
changes would stay in the territories.

Based on normal "human practice,” the acquisition of & new
dwelling results in a dramatic increase in demand for goods and services
which (1) would not have been demanded without the new dwelling or
(2) were previously demanded in lesser quantity or quality. By rule
ot' thumb, such increase demand for goods and services average at least
50 percent of the cost of the unit during mortgage period. On this
basis, an $EC 10,000,000 mortgage program would generate $EC 5,000,000
over a period of 15 years, or $EC 333,000 per year.

Other areas of benefit would include incentive to local
building components manufacturing, increased business for savings
institutions, inducement for local skilled labor to remain in the
territories, general strengthening of the sexrvice..industry, increased
skills for significant numbers of artisians, a more optimum use of
professional staffs on both government and private sectors, and an
operational base for continued low cost housing production programs.

Coupled with the proposed secondary market program, the
building industry could be greatly strengthened and be opened to a
much larger percentage of the population. As the building industry and
real estate represents the largest single element in any economy,
the proposed program should provide a much needed and very productive
element in Eastern Caribbean growth.
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D. Balance of Payments Effects of AID Loan

1, Background

The associated states reviewed here are
all members of the British sterling area, The parity of
the local currencies with the British pound is maeintained
by currency boards which serve mainly as the clearing
house for international financial transactions of the
member countries. The discretionary povwers of these
boards are limited and they have a minimal control over
the money supply and interest rates., Contraction or
expansion of the money supply is determined by the
flow of private and public capital between London and
the associated states, An increase in local currency
in circulatior can thererore come about only through an
increase in st rling assets of the boards. This also
suggests that balance of payments deficits are largely
self correcting in the leng run since the money supply
will ceteris paribus contract if imports rise faster
than exports,

The openess of the banking system, which
is dominated mostly ULy foreign private banks, also implies
that larpes construction projects will be financed mostly
by extlernal borrowings from cither public or private
sources, For instance, it o government or private
company wishes to invest in a major project by borrowing
from one of the local Lanks, the latter will prebably
llave to Yorrow a portion o the funds from its main
office in London to obtailn Lhe necessary local currency
and foreign exchange for the imported materials. Hence,
what would have been a local dobt is under this system
converted into an exterrnel debt. The management of
the cxteraal debt poses tew problems for these countries
because repayment of principal and interest will lead
to a contraction of the Leney supply which can only be
offset bty more externul torrowing, Hence balance of
rayments pressures resulting from servicing of the
cxternal Jdebt are transiated into & reduction of
imports,

The states reviewed herein are moving
Lowards greater autonowny and from Britain which will

probably result in - revoeping of their monetary structures.
The currency bourds wiil oo wiven more discretionary powers,
with greater authority cver the banking system. Such a

move would elimingt some of the self correcting features
of the present systcenms.




2. Impact of AID Loan on Foreign Exchange
keserves of Islands

According to the IMF, and AID loan for
housing construction would probably result in a net
gain in the foreign exchange reserves of the UK since
the conversion of the dollars into local currency would
be made through the London exchange market and the East
Caribbean Currency Authority which would issue the EC
dollars against the build up in its holdings of sterling.
However since a portion of the AID funds will be used
to finance imports from non sterling countries (e.g.
Venezuela, Trinidad, Canada and the U,S.) only dollars
utilized to purchase local currency - EC dollars - will
find their way back to Britain, It is conservatively
estimated that about 80% of the construction material
will have to be imported and that the latter constitute
& very high percentage of total construction costs.
Since AID will disburse the funds through a U.S. banking
firm the banking fees will partly be repatriated to the
U,5, home office in the form of profits,



PART V. TIssues

The principal iissues considered during intensive review dave
discussed below.

A. Effect of AID Loan on Housing Operations of the Commonwealth
Development Corporation (CDC)

The Commonwealth Development Corporation (CDC) has been active
in the housing field in many of the Commonwealth states of the Caribbean
through loans to its mortgapge fiinance company subsidiaries. The issue
dealt with herein concerns the cffect of an ATD financed secondary mort-
page market lacility al the Caribbean Development Bank (CDC) on the
continued CDC support of' ils mortgage companies.

It is the CDB's desire to limit, at least initially, the
purchase of mortgages from institutions operating in its/ less develop-
ed member states. These have a combined population of some 635,000 and
an estimated effective demand in the middle income area of between 600
and 800 units per year at an average cost approaching U.S.$10,000 per
house.

Within the less developed states CDC is currently active in
only St. Vincent (population 80,000), St. Lucia (population 90,000)
and Dominica (population 70,000). Thus, with a combined population
oft 240,000 these states account for some 37 percent of the total
population of the members to be served initially. Our review of
demand within the islands presently served by the CDC mortgage
companies leads us to the conclusion, and this is corcborated by
the €DB, that, except for Dominica, the CDC is meeting a substan-
Lial portion of the middle ¢lass housing demand. Local institutions
involved in housing finance--Cooperative Banks, Building and TLoan
Societies, cel.--cannol. compete ef'fectively because of high down-
payment requirements (usually 50%) and limited amortization periods
(usually five years with extensions possible). On the other hand,
the CDC companies require a downpayment of between 10 percent and
20 percent with a 20 year amortization period. (These companies
receive their financing through the CDC at 7% percent and relend
to their clients at 8 percent so the interest spread is minimal.)

It is in the interest of' both AID and the CDB that the /(71!
A.I.D, loan does nol act tc replace periodic CDC f'inancing foor
housing in the Caribbean. The source of such CDC financing is from
the British Government so it is in both our interests to encourage a
continued f'low of outside funds f'or development purposes in the region.
Principally for this reason the CDB has aecided that the CDC companies
will not be eligible te sell their mortgages to the secondary market
facility. Thus, the (D¢ compenies will have to continue relying on
outinide UK. assistance plus their own efforts to tap resources from
within the islands where they operate.




= 39 =

As pari of our intensive reivew, we discussed CDC plans wi?h
its managers in Barbados--responsible for the East Caribbean--and in

Trinidad. In addition, two members of the project committee met with
the General Manager, Sir William Rendell and the Chief of Housing,
Idward Burgess, in London. We thoroughly discussed the proposed pro-
gram of the CDB and indicated that we were not prepared to recommend
approval of our loan if it would result in a displacement of U.K.
agsistance in the Caribbean. At the same time we' inquired as to the
possibility of the CDC funneling its housing finance through the CDB
secondary mortgage market window rather than directly to its mortgage
companies. The CDC representatives stated that they had no intention
of providing money to the CDB but would continue to channel funds via
the mortgage companies based on demand, They further indicated that
plans were in process to open mortgage companies in Grenada and Antigua
and they were of the opinion that housing demand is such in the Caribbean
that their housing investment would continue to increase regardless of
CDB's plans to channel funds to competitive local institutions.

With the foregoing in mind there is still the question of
expected results of the sccondary market in those less developed
member islands where the ¢DC is now operating. As stated above, it
it possible that the CDC mortpage companies are meeting all but a
Limited amount ol' the demand dn §8t. Vincent and St. Lucia. The
Jocal institutions could compele by liberalizing their terms and
this would be possible with the CDB as an assured source of liguid-
iby. Ol course, there would he some substitution but the benefits
ul' competition should more than outweigh the negative aspects to
the CDC companies., [Furthermore, whatever funds are not utilized
by CDC in the islands where it presently is operating could be
reprogrammed in new operations or to housing operations in
Trinidad, Jamaica, Barbados or Guyana where demand is very
heavy.

Even assuming that the CDC will meet all the requirements
of the islands in which it is operating, and that assumption should
not be made, there should still be an effective demand of some 2,000
units over a three year period or a financial need of $20 million.

. AID TInvestment (juarantee Fee

ATD policy allows a minimum charge of 1/2% per annum of the
mulstanding balance, with no devaluation insurance or delinquency
reserve tund required when there is a full faith and credit guarantee
ol* the host country government. CDB is, however, a unique case. It
is a regional bank whose stick is owned by a number of countries and
whose Board ol' Directors represents those countries. It has financial
resources in the form of authorized capital stock of $50 million (see
Annex IV). In addition, CDB has a Special Development Fund which may
be used to make or guarantee loans of high developmental priority.
This fund consists of $22,500,000 of concessional loans and interest
ree contributions and Colombia and Venezuela have offered to contri-
bute a total of $8 million., Tn addition to the assets of the CDB and
vhe government backing that would obviously result if the CDB encounters
financial dilficulties, DB will have a portfolio of well secured mortgagesa
and mortgage participations. A fee of only 1/2%, therefore, is justifie&.
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Dl A OREZATON
Cuedibbean Developient Pank:  Low Cost Honaing and
Secondary Mortgage Mavket

D it Lo the autlbrity vested in Ghe Admdnistraver, fpency fov
b nabional Development, by Llie Torcipgn Assistance Act of 1961,

as muended, and the delepgations of aubhority issucd thercunder,

[ heroby aushorize the establisluient off a losn pursuant to Part I,
Ghavter 2, 'litle VI, Alliance for FPropvess, of said Act to the
(eeiibeon Development Bank (MBorrover') of not to exceed Ten Million
Phrees Hundeed Thousend dollars (;1"-]';'1,‘-}{“:;'.!,00[1) for the United States
poddoe and local currency costs ol poods and scrvices to assist the
Barrower in ‘developing o secondary mnrket for home mnortgages and.
medding sub-louns for liousing for low incone families. Up to $300.000
of the loan wwy be used for Teclmicul Assistance. This loan is to be
subicet to the following terms and conditlons:

W (N RhaRe el

and Torms’ of Rupeyment:

Borvovwer sholl repuy the loan to the Agency for International.
povelopment (UA.I.D,") in United flates Dollers within forty
(40) years from the first disbursement under the loan, includ-
ing a grace period of not to excred ten (10) years. Borrowar
shall pay to A.I.D. in Unitod Stetes Dollars on the disbursed
balmnee of the loan interest of fwo peccent (2%) per annum
during the jrace period and three percent (2%) per annum

thorealter.

2 Other Terms and Conditions:

(v) Jixcept for occsn ghipping, pouds, nervices ond marine
snsurmice financed under the loun shall have lheinr source
cnd ordpin in ary countyy dnciluded in A.L.5. Ceogrephic
Cade OltL, (dmada, the United Kingdom or any mamber
countay of the Craribboen Development. Bank located in
G Wonlern dom) sphere,  Meciae inaurance moy be financed
viderr Lhe Lem provided, he o car, Lhal sach dnserance
16 obbadaed onoar compe i oive basde cad any cladms there-
wnder are poyable dn gonvertible currencies, Ocean
shipping Linanced nader (s loan thall be procured. in
any counbey includad dje s, S0 frograpnic Coae alyl,
Ganeda, the United Kinsden Gv iy maaer countey o the
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Gt Il oast AN Ll A Le of e sub=Logn,
() SN A e R yted ohe toon Lo vinanee
Lol cupaaneyteanin il e minde s ivpilainle pursuant to =
payeantes st iastory o AL T
e 1t et | X E ) {
() Bix miliion dodd o (g R0 J of tha loin shall he used -
For GLhe erneauiony o o iy Mavket Il ror relending to
Logul publee or nopi-prolis private bodics for Lhe construction
ol' howsing foxy low Lncome (fmnilies, .

(1)  Four million dollurs (5l,000,000) of the loan will be use
for Lhe cereabion of a Sceondary Markel Fund for the
purchase of' home movtpaces or participations thercin
from eligible institution:.

(e) The Borrover will contribuie ot least Three million dollars
($3,000,000) in equily to the Secondary Market Fund which
amounl, shall be disbursed pari passu, with funds made
available undexr this loun Lo such Secondary Market IFund.

()  @nb-loms made from the Primary Market Fund shall he
punvinibeed a3 to the repeyient of Principal and Lnterast
by the apprepriste member o' Borrower.

() Peior to any digbucsenent or the issuance of any Letter
of Comuiltment undex the loan for the Primary Market Fund,
Lor obllier Lhan Lochnicsl poglalance, the Borrower shall -
formulate rules und regnletions satisfactory in form end
substance Lo A,T.D, governing the use of such Fund,

(h) Prior to any disbursemont or to issuance of any Letter of
Commitment for the Secondary Mortgapge Fund, other than for
tecknicnl assistance, lerrvovor shall have adopted rules
and regulations satisfoctory in form and substance to
AL D, poverning Lhe upe of such Fund.

(i) \Unlesa A,I.D. othcawise agrees in writing, prior to any
disbhursement of' Joan funds for the Secondary Market Fund ;
in exeess o 82,000,000 or within 24 months of execution
ot the Loy Arroomant, whiiclinver occurs sooner, Borrover
ahdd L esbablish sad utilizec to an extent satisfactory to
AT 0, a fnmetol mechnnian in form and subsbonce gacin-
cocloey Lo AT, ol Bhe paaeposie of' ralsing and assuring
cobtbinatig: soundes of fands oy the Secondary Market

A s Rl Lo,
L)
L)

B
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DRAT'T
GUARANTY AUTHORIZATION

Providced f'rom: Investment Guaranty [Fund::
Seetion 222, Moreipgn Assistance Acl
of* 1961, as Amended

Caribbean Development Bank

Pursuant to the authority in the Deputy U.S. Coordinator,
Alliance for Progress, by the Ioreign Assistance Act of 1961, as
amended ("FPAA") and the delegations of authority issued thereunder,
I hereby authorize the issuance ol' a guaranty pursuant to Part I,
(Chapter 2, Title TTT, Scetion 222 of' the FAA assuring against loss
ol a Loan investment ol nol to excced Two million United States
dollare ($2,000,000) and intercst by an eligible United States in-
vestor or investors acceptable to A,I.D. for the long-term financing
ol houges to be financed by the Cavibbean Development Bank,

Te guaranty shall be subject to the following terms and conditions:

1, Term of Guaranty: The guarantied loan shall provide for
the repayment of principal and the payment of interest
within twenty-five (25) years from the dates of disburse-
ment. of the respective installments of the loan. The
guaranty of the loan shall extend for a period beginning
with the first disbursement of' the loan and shall continue
until such Lime as the Investors have been paid in full
pursuant to the terms of' the loan,

Mees 'The Pee ol the Uniled States shall be payable in

doldars and shall be one hall' of one percent (1/2%) per
anmuon on Lhe ouliabanding maranticd amount of the loan.

b Inberests Reles e eale ol interest payable to the
[nvestor or Investors, wilh respeet to the loan, shall
noti exceoed the allowable rate off interest prescribed by
the Administrator jursuant Lo Section 223 (f) of the FAA
(a) as ol' the date ot this authorization, or (b) at any
Lime between the date ol this authorization and the date
oft the execution of' the guaranty contract, whichever rate
ol' interest is higher, and shall be consistent with rates
of' interest generally available for similar types of loans.

l,  Other Terms and Conditions: The guaranty shall be subject

to such other terms and conditions as A,I.D. may deem
advigable,
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AID 1240-2 (4-7)
CHECKLIST OF STATUTORY CRITERIA

(Alliance for Progress)

In the right-hand margin, for each item,write answer or, as appropriate, a
summary of required discussion. As necessary, reference the section(s) of the
Capital Assistance Paper, or other clearly identified and available document,
in which the matter is further discussed. This form may be made a part of the

Capital Assistance Paper.

The following abbreviations are used:
FAA - Foreign Assistance Act of 1961, as amended.

App. - Foreign Assistance and Related Agencies Appropriations Act, 19T72.

MMA - Merchant Marine Act of 1936, as amended.

COUNTRY PERFORMANCE

Progress Towards Country Goale

I. FAA § 208; §.251(b).

A. Deseribe extent to which
country 18:

(1) Making appropriate efforts
to tnerease food produotion
and tmprove means for food
storage and distribution.

(2) Creating a favorable climate
for foreign and domestic private
enterprise and investment,

The Caribbean Development
Bank (COB) places a high
priority on agricultural
activities.

The COB acts in such a
manner as to promote
foreign and domestic
private enterprise and
investment,

3



AID 1240-2 (4-7.)

(3) Increasing the public's
role in the developmental
process.

(4) (a) Allooating available
budgetary resouroes to
development.

(b) Diverting such
resources for unnecessary
military expenditure (See
also Item No. 16 and
intervention in affaire
of other free and
independent nations.)
(See also Item No., 14.)

(5) Willing to ocontribute funds
to the project or program.

(6) Making economic, social,
and political reforms such as
tax collection improvements
and changes in land tenure
arrangements, and making
progress toward respeot for
the rule of law, freadom of
expression and of the press,
and recognising the importance
of individual freedom,
initiative, and private
enterprise.

ANNEX II
Exhibit 1
Page 2 of 17

The Governments of the Caribbean
are democratic and concerned
about increasing the public's
role in the development process.

The COB works with Regional
member countries in maximizing
budgetary resource allocation
to development.

The Regional members are not
diverting budgetary resources
for unnecessary military
expenditures,

The Regional members contribute
60% of the Bank's ordinary
Capital Resources,

The rule of law, freedom of
expression and of the press
exists in the Caribbean
countries., Individual
initiative and private enter-
prise are encouraged and
stimulated.
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(7) Adhering to the principles
of the Ast of Bogota and
Charter of Punta del Este.

(8) Attempting to repatriate
capital invested in other
countries by ita owm ciitaens.

(9) Otherwiee responding to
the vital economie, political,
and goctial concerns of its
people, and demomstrating a
clear determination to take
effective self-help measurca.

3. Are above factorse taken into
arzount in the furnishing of the
subject assistance?

Treatment of U.S. Citiaens

2. FAA § 620(c). If asaistance ia
to govermment, ia the government
liable ao debtor or unconditional
guarantor on any debt to a U.S.
eitiazen for goods or services
furnished or ordered where (a)
such citizen has exhausted
awarlable legal remedies and ()
debt ta not denied or ocontested
by such govermment?

ANNEX IT
Exhibit 1
Page 3 of 17

The Caribbean-vountries adhere
to the principles of the Act
of Bogota and Charter of
Punta del Este.

One of the purposes of the
Bank is to create a climate
which would encourage
repatriation of capital for
investment in the Caribbean,.

The esteblishment of the Bank
itself is a powerful demonstra-
tion of the self help measures
being undertaken by the
Caribbean nations,

Yes,

Assistance is not directly

to a Government. None of the
Regional member Governments,

however, iaviiabke-ashsuch a

debtorbes guarantor.,
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AlD 1240-2 (4-7 )
. FAA N 620(e)(1). If assistance Assistance is not directly to a

‘& to a govermment, has Tt Government. None of the Regional
(inelwding government agencies member Governments, however, have
cr subdivigions) taken any taken the described actions.,
action which has the effect of

naztonaliaing, expropriating,

or otherwise setaing owmership

or control of property of U.S.

cl:izens or entities benefictally

owned by them without taking

steps te discharge ite obligations

toward such citisens or entities?

FAA § 620(0); Fishermen's No regional member has taken such
Protective Act. Y 5. If ocountry actions.

nas serzed, or imposed any penalty

or ganction against, any U.S.

fishing vessel on account of its

fishing activities in international

waters,

a. has any deduction required by
Fichermen's Protective Act been
made ?

b. has complete denial of
asstetance been considered by
A.1.D. Administrator?
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Relations with U... Goverrmment and

Other Nations

S.

FA4 § 620(d). If assistance is

for any productive enterprise
which will corpete tn the United
States with United States enier-
prise, ts there an agreement by
the recipieni country to prevent
export to the Unite:lyStatea of
more than 20% of the enterprise’s
annual production during the life
of the loan?

FAA § 620(j). Has the country
permtted, or failed to take
adequate measures to prevent,
the damage or destruction, by
mob action, of U.S. property?

FAA § 820(1). If the country
atled to institute the

investment guaranty program

for the specific risks of

expropriation, tn convert-

ibility or confiscation, has

the A.I.D. administration within

the past year congidered denying

asgtiatance to such govermment

for this reason?

FAA E 6‘20(3). Is the goverrment
of the recipient country in
default. on interest or principal

of any A.I.D. loan to the
country?

ANNEX II
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It is not contemplated that the
proposed assistance will

result in competition in the U.,S,
with U.S5. enterprise.

The Regional members have
protected and tried to prevent
damage or destruction by mobd
action of U,S, property.

Nc. Many of the Caribbean coune
tr esare too small to institute
S.:.un & program,

None of the Regional members
are in such default.

\§
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9. Fa4 § 620(t). Has the covuntry
severed diplomatic relations
with the United States? If so,

have they been resumed and
have new bilateral aseietance
agreements been negotiated and
enterad into gince such
resumption?

10. FAA § 620(u). What is the
payment status of the country'e
U.N. obligations? If the

country is in arreare, were such
arrearages taken into aocount by

the A.I.D. Admintstrator in
detzrmining the cwrrent A.I.D.
Operational Year Budget?

11. FAA § 620(a). Does recipient
country furnish assistanoce to
Cuba or fail to take appro-
priate steps to prevent ships
or aireraft under its flag
from carrying cargoes to or
from Cuba?

12, FAA § 620(b). If assistance
18 to a governmment, has the
Secretary of State datermined
that it ie not controlled by
the international Communiet
movement?

ANNEX II
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None of the Regional member
countries have severed
diplomatic relations,

None of the Regional members
who belong to the U.N. are
in arrears.

None of the Regional members
do so.

The Secretary of State has
determined that none of the
Regional member countries are
controlled by International
Communist movement.
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13.

14,

16.

16.

“recipien

FAA § 620(f). Is recipient country
a Communist country?

FAA § 620(1). Is recipient country
in any way tnvolved in (a) subver-
sion of, or military aggression
against, the United Statee or any
oountry receiving U.S. aseigtanos,
or (b) the planning of euch
subversion or aggreesion?

FAA § 620(n). Does recipient
country furnish goods to North
Viet-Nam or permit ships or
aireraft under its flag to
carry cargoes to or from North
Viet-Nam?

481.

Has the government of
country failed to take
adequate steps to prevent narcotic
drugs and other controlled sub-
stances (as defined by the
Comprehensive Drug Abuse Prevention
and Control Act of 1970) produced
or processed, in whole or in part,
in such country, or transported
through such country, from being
sold illegally within the juris-
diction of such country to U.S.
Government personnel or their
dependents, or from entering the
U.S. unlawfully?

FAA

ANNEX II
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None of the Regional member
countries has a communist
government,

None of the Regional member
countries are so involved.

None of the Regional member
countries do so,

The Regional members have
taken steps to cooperate in
the prevention of narcotics
and other controlled sub-
stances being produced or
processed in or transported
through their territories,
or sold illegally there,

or entering the United States.

These steps are not now
regarded as inadequate.



Military Expenditures

17. FAA S 620(8). yhat percentage of

country budget is for military

expenditures? How much of foreign

exchange resources spent on
military equipment? How much

spent for the purchase of sophis-
ticated weapons systems? (Consid-
eration of these points is to be
coordinated with the Bureau for
Program and Policy Coordination,
Regional Coordinators and Military

Assistance Staff (PPC/RC).)

CONDITIONS OF THE LOAN

General Soundness

18. FAA_§ 201(d). 1nformation and
conclusion on reasonableness
and legality (under laws of
country and the United States)
of lending and relending terms
of the loan.

19. F;_m‘s 251(b)(2); § 261(e).

Information and conclusion on
activity's economic and
technical soundness. If loan
is not made pursuant to a
multilateral plan, and the
amount of the loan exceeds

$100,000, has country submitted

to A.1.D., an application for
such funds together with
assurances to indicate that

funids will be used in an econom-

ically and technically sound
manner?

26. FAA § 251(b). Informastion and
conclusion on capacity of the

country to repay the loan,
including reasonableness of

repayment prospects,
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Regional member country
military expenditures are
insignificant,.

The terms and conditions of
the loan are considered
reasonable and consistent
with the laws of the Regional
member countries and the
United States.

The activity is considered
economically and technically
sound and the Bank has
submitted an application for
the Loan.

The Borrower has made an appli-
rgaton £Qr sych gggistgnce and has
pxovidad assuxance to indicate
nvlat ckh ¢  funds Wikl heused in an
secanonically ard teehmicelly sound

. nex. .The hoprower is considereqd
7’%:ga%Te %f rgﬁaying the losan. 6
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ATT 1240-2 (L4-T72)

cl. PAA Y 611(a)(1). Prior to All necessary plans for the
signing of loan will there be project have been prepared.
(a) engineering, financial,
and other plans necessary to
carry out the assistance and
(b) a reasonably firm estimate
of the cost to the United States
of the assistance?

o2. PAA S 611(a)(2). 1If further No legislative action is
legislative action is required required.
within recipient country, what
is basis for reasonable expec-
tation that such action will be
completed in time to permit
orderly accomplishment of
purposes of loan?

23. FAA ﬁ 611(e). 1If loan is for This is a regional project

Capital Assistance, and all for which there is no
U.S. assistance to project now responsible Mission Director.

exceeds $1 million, has Mission However, AID ¢oncludes that the
Director certified the country's CDB is capable of effectively
capability effectively to maintaining and utilizing the

maintain and utilize the project? project.

oh, FA4 § 251(b). Information and Private sources within the
conclusion on availability of United States will provide
f'inancing from cther free-world partial financing for the
sources, including orivate project., However, it is not
sources within the United States. possible for them to provide all

required assistance.



AID 1240-2 (4-72)
Loan's Relationship to Achievement
EIiCbuntggrand'qutonaz Goals

25. FAA § 207; § 251(a). Extent to
which assistance reflects appro-
priate emphasis on: (a) encour-
aging development of democratic,
economic, political, and social
institutions; (b) self-help in
meeting the country's food needs;
(¢) improving availability of
trained menpower in the country;
(d) programs designed to meet
ihe country's health needs, or
(e) other important areas of
economic, political, and social
development, including industry;
I'rec labor unions, cooperatives,
and Voluntray Agencies; trans-
portation and communication;
planning and public administration;
urban development, and
modernization of existing laws.

26. Eﬂﬂ~§;ﬁﬁb Is project susceptible
of execution as part of regional
project? 1If so why is project not
so executed?

:7. FAA § 251(b)(3). Tnformation and
conclusion on activity's relation-
ship to, and consistency with,
other development activities, and
its contribution to realizable
long-range objectives.

28. FAA § 251(b)(7). Information and
conclusion on whether or not the
activity to be financed will
contribute to the achievement of
self-sustaining growth.
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The Bank's proposed program
reflects consideration of

such needs,

The project is a regional
project.

The proJject is clearly con-
sistent with other development
activities in the Caribbean and
contributes to reliable long-
range obJjectives,

As reflected in the paper the
activity will partially contribute
to the achievement of self-
sustaining growth,.
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)

9.

30.

31.

FAA s 281(a). Describe extent to

which the loan will contribute to
the objective of assuring maximum
participation in the task of
economic development on the part
of the people of the country,
through the encouragement of
democratic, private, and local
governmental institutions.

FAA 281(b). Describe extent

to which program recoguizes

the particular needs, desires,
and capacities of the people of
the country; utilizes the
country's intellectual resources
to encourage institutional devel-
opment; and supports civie
education and training in skills
required for effective partic-
ipation in governmental and
political processes essential to
self-government.

FAA s 601(a). Information and

conclusions whether loan will
encourage efforts of the country
to: (a) increase the flow of
international trade; (b) foster

private initiative and competition;

(c¢) encourage development and use
of cooperatives, credit unions,
and savings and loan associations;
(d) discourage monopolistic
practices; (e) improve technical

efticiency of industry, agriculture,

and commerce; and (f) strengthen
f'ree labor unions.
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The Bank will take such
factors into consideration
in its sublending programs.

The Bank will take such
factors into consideration
in its sublending programs.

The Bank's subloans will
encourage such efforts,
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AID> 1240o-2 (L-72)

2

Lar

33.

3k,

35.

FAA § 619. 1f assistance is for The Bank is itself a multi-
newly independent country; is it lateral organization,
furnished through multilateral

organizations or plans to the

maximum extent appropriate?

FAA S 251(h). Information and The activity is consistent
conclusion on whether the activity with the recommendations of the

is consistent with the findings CIAP.
and recommendations of the Inter-

American Committee for the Alliance

for Progress in its annual review

of national development activities.

FAA § 251(g). Information and The Bank's sublending program
conclusion on use of loan to will take appropriate cognizance

assist in promoting the of the cooperative movement.

cooperative movement in
Latin America.

FAA § 209; § 251(b)(8). This project is one for regional
Information and conclusion development and for encouraging
whether assistance will economic and political integration,

encourage regional development
programs, and contribute to
the oconomic and political
integration of Latin America.

Loan'’s Effect on U.S5. and A.I.D.

Program

36.

FAA § 251(b)(4); § 102. 1nformation The proposed loan will not have an
and conclusion on possible effects adverse effect on the U.S5. economy
of loan on U.S. economy, with special or areas of labor surplus. The
reference to arcas of substantial loan will not adversely affect
labor surplus, and extent to which the U.S. balance of payments

U.S. commodities and assistance are position.

furnished in a manner consistent

with improving the U.S. balance of

jnyments position.




A

Leho-2 (h-72)

FAA § 601(b). Information and
conclusion on how the loan will

encourage U.S. private trade and
investment abroad and now it will
encourage private U.S. participation

in foreign assistance programs
(including use of private trade

channels and the services of U.S.

private enterprise).

FAA § 601(d). It a capital
project, arc cngincering and
professional services of U.S.
tirms and their affiliates used

to the maximum extent consistent

with the national interest?

FAA § 602. Information and
conclusion whether U.S. small
business will participate
equitably in the furnishing of
gools and services financed by
the loan.

FAA § 620(h). Will the loan

promote or assist the foreign
il projects or activities of
1 h- Communist.-Bloc countrics?
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U.S. private trade and
investment abroad will be

indirectly encouraged

through the development of
additional U,S. exports stimu-

lated by this loanw &

ndiwy e ey e
- W

It is anticipated U.S. firms

will be so used.

Loan Agrecemeft willd
BElZetiTin 00 1 Sy A

U.S. small business will

participate equitably in the

furnishing of goods and

services financed by the loan.

No.
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FAA § 621. [1f Technical
Assistance is financed by the
loan, information and conclusion
whether such assistance will be
furnished to the fullest extent
practicable as goods and profes-
gional and other services from
private enterprise on a contract
basis. If the facilities of other
IFederal agencies will be utilized,
information and conclusion on
whether they are particularly
suitable, are not competitive with
private enterprise, and can be
made available without undue
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The loan will finance the
procurement of goods and some
services from private enter-
prises on a contract basis.,
Utilization of the services of
federal agencies is foreseen and
conclusions asked for have been
made.

interference with domestic programs.

FAA § 252(a). Total amount of
money under loan which is going
directly to private enterprise,

is going to intermediate credit
institutions or other borrowers
for use by private enterprise, is
being used to f'inance imports from
private sources, or is otherwise
being used to finance procurements
from private sources.

Loan's Compliance with Spectfic

Fequirements

oo
b

FA4 § 201(d). TIs interest rate

of loan at least 2% per annum
during grace period and at least
3% per annum thereafter?

FAA_§ 608(a). Information on
nmeasures to be taken Lo utilize
U.83. Government excess personnl
property in Licu of the
procurcment of new items.

The total amount of the loan is
for an intermediate credit

institution. Approximately L40%
will be for the use of private enter
prise,

Yes.,

Not applicable,




I ...

Lo,

Le,

);Cl)

125k0-2 (L-72)

FAA § 604(a). will all commodity
procurement (inanced under the
loan be from Lhe United States
except as otherwise determined by
the resident?

FAA § 604(b). wnat provision is

made to prevent financing commodity
procurement in bulk at prices higher
than adjusted U.S. market price?

PAA § 604(d).. 1If the cooperating
country discriminates against U.S.
marine insurance companies, will loan
agreement require that marine
insurance be placed in the United
States on commodities financed by

the lvan?

FAA_§ 604(e). 1f offshore procurc-
ment of apgricultural commodity or
product is to be financed, is there
provision against such procurement
when the domestic price of such
commodity is less than parity?

FAA § 611(b); App. § 101. If loan
finances water or water-related
land resource construction project
or program, is there a benefit-cost
computation made, insofar as
nracticable, in accordance with the

Wi ANNEX IT
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commodity procurement will be from
U.S., Western Hemisphere countries
south of Canada except Cuba. Pro-
curement may also be from the U.K.,
Canada and U.K. territories and
dependencies that are Regional
members of the Bank,

The loan agreement will provide
for compliance with bulk com-
modity procurement regulations,

Yes, as applied to member coun-
tries of the Bank.

The project does not contemplate
the off-shore procurement of

any agricultural commodity or
product.

Neot applicable,

procrdures 5L forth in the Memorandum
of the President dated May 195, 19622
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.. FAA § 611(a). I contracts lor The Bank will have such a
conastruct.ion are to be frinanced, policy in its sublending
what provision will be made that programs.

they be lect on a competitive basis

to maximum extent practicable?

1, FAA § 620(g). What provision is Funds of the proposed loan will
there apgainst usc of subject not be used to compensate for

assistance to compensate owners expropriated or nationalized N
rfor expropriated or nationalized property.
property?

w0, FAA § 612(b); § 638(h). Describe
steps taken Lo assure that, Lo the
max imum exbent possible, the country
is contributing loeal currencies to
meet the cost of contractual and
other services, and foreign currencies
owned by the United States are utilized
to meet the cost of contractual and

other services.

2. App. § 104. will any loan funds be No.
used to pay pensions, cte., for
military personnel?

. App._§.106. ¢ loan is for capital Not applicable.
project, i there provision for
A.l.D. approval of all contractors
and contract terms?

5. App. § 108. Will any loan funds
be used to pay U.N. asscssments?

\J1
N
.

No.




ALD 12402 (h-72)

ol

MMA § 801.b. Compliance with
requirement that at least 50

per centum of the gross tonnage

of commodities (computed separately
for dry bulk carriers, dry cargo
liners, and tankers) financed with
funds made available under thnis
loan shall be transported on
privately owned 'J.3.-flag
commercial vessels to the extent
that such vessels are available

at fair and reasonablc rates.
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The loan agreement will provide
for compliance with the 50
percentum U.S. flag shipping
requirement,



-

59.

6O,

N,

AID 1240-2 (4-72)

App. 109. Compliance with
regulations on employment of U.S.
and local personnel for funds
obligated after April 30, 1964
(A.I.D. Regulation 7).

FAA § 636(). Will any loan funds
be used to finance purchase, long-
term lease, or exchange of motor
vehicle manufactured outside the
United States, or any guaranty of
such a transaction?

App. § Y0l Will any loan funds
be used for publicity or
propaganda purposes within the
United States not authorized by
the Congress?

FAA § 620(k). 1f construction
of productive enterprisgs, will
aggregate value of assistance
to be furnished by the United
States exceed $100 million?

FAA § 613(d). Does the United

Hltates own excess foreign currency
and, if 5o, what arrangements have
been made for its release?
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Not applicable for loan to

an intermediate credit
institution.

No.

No.

No.

No. The U.S. does not own excess
foreign currency in the countries
in which the Bank will operate.
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STATUTORY CHECK LIST

Caribbean Development Bank

Scction 223 (a):

The A.I.D, guaranty fee will be in an amount consistent with fees
previously charged for housing guaranties authorized by the Admini-
strator in accordance with the powers delegated by the President.

Section 223 (f):

The maximum rate of interest allowable to the eligible United States
investor to be prescribed by the Administrator will not be less than
one-half of one per centum above the current rate of interest appli-
cable to housing mortgages insured by the Department of Housing and
Urban Development and it will not be more than one per centum above

such rate,

gection 223 (a) and (¢):

The "investment" and the "eligible United States investors" shall be
such that they are wholly within the included definitions.

Scction 222 (a) and (b):

The proposed project qualifies as a credit institution housing project
as described in Section 222 (b) (2) of the FAA of 1961 as amended in

1969.
Section 222 (c):

The total face amount of housing guarantles issued will not exceed
$550,000,0C0: ineludipg' thist project.

Section 223 (h):

No payment will be made under the guaranty for any loss arising out
o' fraud or misrepresentation for which the investor is responsible,
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CARIBBEAN DEVELOPMENT BANK

21st December, 1971

Mr. Frank B, Kimball

Director

Office ol Development Resources
Agency for International Development
Washington, D. C. 20523

U.S.A,

Dear Mr. Kimball,

I refer to various discussions and correspondence about
this Bank establishing a secondary mortgage facility for residential
construction in our less developed member countries, ending with your

letter of November 12, 1971.

I enclosc a memorandum we have prepared dealing with the
present need, and how we would mecet it. T also now formally appiy
to A,I.D. for the following:

() a soft loan of $h,000,000
(b) a guarantee of our borrowing from a U.S.
financial institution, to the extent of

$2,000,000.

If A, I.D. egrees, on acceptable terms, the C,D.B, will itself
contribute $35000,000 from its equity to a mortgage finance fund
for this purpose.

I am copying this letter to Mr. Kimm,
With best wishes,

Yours sincerely,

W.A. Lewis
President
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ESTABLISHMENT OF SECONDARY MORTGAGE FACILITIES

A. Background

The countries which are to be included in this programme are the
less developed member countries of the Bank, These comprise Grenada,
St. Vincent, St. Lucia, Dominica, Antigua, St. Kitts/Nevis/Anguilla, Mont~
serrat, Turks and Caicos Islands, Cayman Islands, British Virgin Islands
and British Honduras.

All these territories are suffering a growing housing deficit. The
low income groups need some form of subsidy; and housing for these groups is
provided by the govermments, but the deficit continues to grow because the

government's funds are inadequate.

The middle income group (Us$3,000 to US$5,000) does not need housing
subsidies. The main cause of the deficit in this group is the shortgage of
long term finance at reasonable rates of interest. This proposal relates

only to housing for this group.

Established indigenous mor.gage institutions exist in most of these
territories. These, however, are mainly Cooperative Banks and Building and
Toan Societies which depend on customers' and members' deposits for relending
or home ownership. Because these deposits are at call or on short notice,
Lhe institutionsg restrict most of their loans to periods of 5 years or less.

Mortgage facilities are also available from the commercial banks
and insurance companies but these tend to be restricted mainly te the high
income groups i.e. persons whose average annual income exceeds US$5,000

per annum,

B. Nature of the Project

A secondary mortgaege facility would provide the liquidity demanded
by the indigenous finance institutions as a pre-requisite for investing in
long term obligations. Basically, these Co-operative Banks and Building
Societies would continue to make loens with mortgage as collateral security
and would be the primary market. The C,D.B, would purchase mortgages from
the established and reputable indigenous mortgage finance institutions de-
sirous of obtalning liquidity through the sale of mortgages.

The funds of' the C,D.B. which would provide the necessary seed
capital would come 'rom:

L. the cquity of the C.D.B.

Y. o loan on sot't terms from USAID

3. a loan from a mortgage t'inance jnstitution in the
United States guarantced by the U.S. Govermment,

W
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The C,D.B, would separate this function from its other operations
and would derive its income from the interest on the purchase of partici-

pations.

The secondary mortgage markets depends upon the existence of a
primary market and originating institutions. Such institutions exist in
all these territories in the form of commercial banks, Co-operative and
Savings Banks, Building and Loan Societies and Insurance Companies. Ini-
tially, however, in the territories where these exist, the (¢,D.B, would
restrict its activities to the purchase of mortgages from the Co-operative
and Savings Banks and Building and Loan Societies, and other such local

institutions.

C. The Need

In this area with a population of approximately 635,000 about 20% of
the houscholds have incomes which can permit them to buy a house without
public assistance. In this group which might be served by a secondary market,
allowing for population growth of 2.5% and some bifurcation of households,

i1 has been estimatoed Lhat an average of 800 units will be required annually
over Lhe next ten yours.
Because ol the high cost o' land and building materials which are

all imported, the cost of new houses for this group ranges from US$7,500
upwards and the annual cost of 800 houses would be about US$8.5 million.

D. Imnstitutions involved in Housing

a) Public Institutions

Central Housing and Planning Authority

Most of the islands have a housing corporation which looks after
providing houses for low income groups at subsidised rents. Their capacity
o provide funds and produce honuses does not have potential enough even to
arrest deterioration apart from growing shortgages numerically.

Sugar Welfare Fund

Since supar cultivation has been an important occupation in most
ol the 1slands Sugar Wellare lunds under the aegis of the governments have
been used as part of welfarc activity in making loans for building houses
up Lo a maximum ot US$750. These funds have been administered by Sugar
Welfare Committees which are generally under the control of the Labour
Department.,
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Government Housing Loans Board

Some of the islands also have statutory boards created for making
loans-to Civil Servants for housing. The funds utilised for this purpose
have been borrowed from the commercial banks and the rates of interest at
which they are relent reflect the commercial lending rate. ILoans, however,
could be for as long as 20 years and the loan/value ratio is generally 75
per cent. ;
Commonwealth Development Corporation (CDC)

This U.K. agency is interested in extendingmortgage finance in this
area. It currently operates only in Dominica and St. ILucia, but is consider-
ing operating in the other territories as' well.

b) Private linancing Sources in the Arca

'"he principal sources of mortgage funds in the area are the commercial
banks, the insurance companies, the building and loan societies and the Co-
operative Banks.

Commercial Banks

The Savings and Fixed Deposits of the commercial banks in the East
Caribbean were US$67.5 million in 1970. Loans and advances outstanding for
residential building and constructian and land development were US$24.6 million.

Insurance Companies

There are about 31 insurance companies operating in the area of
which about 12 are Life Insurance Companies. While they do participate
in advancing mortgage housing finance, only one has been very active in
this ticld. Some of the Governments in the region, however, have enacted
legislation requiring a certain percentage of premium income to be invested

in the territories.

Building Societics and Co-operative Banks

There are about 10 of these institutions in the area. These
Societies and Banks have a long list of mortgage applications on file
which they are unable to process because of lack of capital. Most of
the loans are made for periods not in excess of 5 years but in a few
instances do extend to 10 years. The rate of interest charged varies
between 7 - 9% per annum., Most of the loans made by these institutions
are between US$5,000 and US$L0,000 but in some instances can rise as
high as US$15,000 for upper income housing. Their loan/value ratio
ranges between 60 and 80%. Their loans for mortage housing are provided
out of their deposits. Aoubt 75% of these deposits are invested in loans
of' three years or more for residential construction and development. A
serious constraint, however, is placed on their lending for periods in
oxeomi ol 5 years because of the limiation of their ability to compete
wilh commereial banks Cor fixed deposits. Nevertheless, they have been
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rendering a much needed service to these territories in mobilizing savings
and transferring the same in mortgage loans. All of these are indigenous
institutions owned and operated by nationals,

The principal¥* institutions now operating in these territories are
shown in the following table:

Financial Data at December 31, 1970

Date Share Loans Out-  Loans made
NAME Established Capital Standing in 1970
Us$ us$ Us$

*¥Antigua Commercial 1955 201,700 829,400 309,000
Bank Limited

Grenada Co-Operative 1932 182,000 1,413,500 552,700
Bank Limited

Dominica Co-Operative 1941 2l,000 1,300,000 454,200
Bank TIiimited

Montserral Building 1966 132,000 380,400 99,500

Society

St. lucia Co-Operative 1937 250,000 1,698,000 415,800
Bank Limited

LN

St. Vincent Co-Operative 1945 2k, 000 641,700 446,900

Bank Limited

E. Financial Plan

The preposal is that the seed capital for this project will be
financed jointly by the C.D.B., The U.S.,A.I.D. and the mortgage finance
institution in the U.S.A. as follows:

C.D.B. equity US $3 million
Loan from mortgage finance us 32 million
institution in the U,S.A.
(guarantced by the U,S.A.)
Lean from U,S.A.I.D, on soft terms _ US $4 million

TOTAL US $9 million

M. Conditions ot ¢,D,B,'s Participation

a) 'The C.D.R, will purchase with recourse participations in existing
first mortgages representing not more than 70% of the principal amount out-
standing on the mortgage at a rate of interest to be agreed between the C.D.B.
and the institution. (This, if possible, should not exceed &%).

* Our information for St, Kitts-Nevis is incomplete. British Honduras does
not now have one of these institutions.
*% Was incorporated in 1955 as a Savings and Loans institution p\

\s
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b) The C.D.B. will also ensure that funds so released shall be
ploughed back into residential mortgages on houses built on residential
sites approved by the Town and Country Planning Authorities and that the
plans for such houses are approved by the appropriate authorities,

¢) The C.D,B. will encourage the construction of entire housing
projects, with a view of minimizing cost per house. The sale price of the
house shall not exceed US$15,000 but C.D.B.'s objective will be that 70 per
cent of its loans will be for houses priced at US$9,500 or less.,

d) Interest charged on mortgage loans shall not be more than 3%
above the rate charged by the C,D,B, to the institution.

e) The mortgage seller must agree to handle collections and remit
to C.D.B, its share,

f) The borruwer shall be obligated to ensure that the house is
insurced against fire, and that all rates and taxes on the land and building
are paid on the scheduled dates.
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THE CARIBBEAN DEVELOPMENT BANK

BACKGROUND:

The Caribbean Development Bank was formally established in January
1970,

PURPOSE: was outlined as follows:

"Contribute to the harmonious growth and development of member
countrices in the Caribbean. . . . .and promote economic cooperation and
integration among them, having special and urgent regard to the needs of
the less developed members of the region".

FUNCTIONS: To accomplish the foregoing purpose, the Bank has the following
functions:

a) To assist regional members in the coordination of their develop-
ment programs with a view to achieve better utilization of their resources.

b) To mobilize within and outside the region, additional financial
resources for development of the region.

c¢) To provide appropriate technical assistance to its regional members,
particularly, by undertaking or commissioning preinvestment surveys and assist-
ing in identifying and preparing project proposals.

d) To promot: public and private investment in development projects
by aiding t'inancial institutions in the region and supporting establishment

ol" consortia.

e) To cooperate and assist in other regional efforts to promote
regional and locally controlled financial institutions and a regional market

for credit and savings.

f) To stimulate and encourage the development of capital markets
within the region.

In summary, it's stipulated that the Bank shall, wherever appropriate,
cooperate with national, regional or international organizations concerned
with the development of the region.

Membership in the Bank is open to the states and territories in the
region and non-regional states which are members of the United Nations. The
Following is a list off the membership and subscriptions:

\\
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MEMBERS AND SUBSCRIPTIONS

Territories Subcription in Million US$

!_J
l_l

U1 U\ e W =3

Jamaica
Trinidad & Tobago
Bahamas

W

Guyana 2
Barbados 1
British Honduras

Grenada

St. Lucia

Antigua

St. Vincent

Dominica

St. Kitts, Nevis, Anguilla

Montserrat )
British Virgin Islands)
Cayman Islands )
Turks & Caicos Islands) )

Canada
United Kingdom 10,0

TOTAL: 50.0

In summary, the financial resources of the Bank are an authorized
capital of U.S. $50 million, all of which has been fully subscribed. One-
halfl of the authorized capital has been paid and one-half is callable. The
portion of callable capital serves as credit backing for the obligations

and liabilities of the Bank.

SIRUCTURR:  The organizational structure of the Bank is as follows:

A Board ol® Govenors, Dircctor, President, Vice President and other
olicers.  All powers ol the bank are vested in the Board of Governors which
con dolepgate most ol its powers to the Board of Directors. The Board of
Dircctors comprise seven Directors, five representing the regional members
of the Bank and two, the non-regional members. These Directors are selected
by the Governors representing the regional and non-regional members respec-

tively.




.

ANNEX III - Exhibit 2.
Page 1 of 22

URBAN VIORICING CLASS HEUSING SCHENE

Jo_ THE HEED

—

l« _Housina ficcommodation

| o This scheme relates only to the less develoned
member countrias of the C.D.B. (British Honduras, the
Windward and Leeward lslands, British Virgin Islands;

Cayman lslands and Turks and Caicos Islands),

2 The need foir housing in these territories is weil
lknown, and has been particularly well documented for the
vindward and Leewarda Islands in a series of repoints by the

U, N. Housing Advisch, Do« C. [, Palvia.

o For example, Dr, Palvia estimates that in

St. Yincent in 1870, where the number of houscholds was
17,500, there was =z shortage of about 3,090 houses, or

I? noer Ccnt' 'thi‘; Tr"i'-,‘lll‘e l‘e)i'esentin thc nUlﬁbGl' 0{' hnllSCS
1 (4
L

which existed, but whic
not fit for Auman nabit

ation. In 1960 the St, Vincent
llousing Census showed 00 por cent of the porulation living
in dvellings with more than three (3) nersons per room;
p

the 1970 Cengus is not yeot aveilable, hut the situation

has not improved,

4. The present proposail nelates only to urban
areas, since this is where the population is growing
iastest, lThe urban population of the Windward and

Leewvand lslands incrcased by 26 per cent between 1660

anc 1970, and will probably grow faster during the 18707
2) ) 9 |

bacause several outlets for emigration have been shut ofif,
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5. This is a scheme to build houses for sale,
on hirc~purchase, so the rcnt to be paid by the tenant=- .
buyer includes an elcment of saving, as well as interest
on the loan. Substantial subsidy elements are proposed; :
he wi'll pay intecrest at 4 per cent, and will contribute
nothing to the cost of land, development, planning or
architects! fees. Nevertheless, the monthly payment is
higher than can be met by the lowest income earners.
This scheme is confined to workers ecarning between EC{20
and EC$50 per weels [xact figures arc not evailable, but
it secems likely that about half of the urban population ,
lics within these linits, a quarter above, and: a quarter
belows (ln our nregion urban wages are lowest in St, Vincent,
where the typical daily rates are ¢ unskilled building
labourer $4: truck=driver $7; carpenter $7; automobile
mechanic $8).

6. The principal reason for excluding the lowest
paid workers is to produce a scheme which is financially
viable, and therefore capable of indefinite extension
into the future. Ifost other working class housing schemes
involve such enormous subsidy elements that in the Caribbecan
they quickly grind to a stop. |t is also expected that a
scheme which permits workers to own their houses eventually,
or to be refunded savings if they lcave in the meantime,
will attract stable working class families, encourage them
to save morc, and stimulate tnem to maintain the houses in
good condition = an clement which is difficult to realise

in many other cchemecs.
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a

e It must also be remcmbered that this is only

one of many housing schemes now operating in the arca.

> In particular, governments are building for the “lecss
well off,” at the cost of very high subsidies. Houses

- need to be built for every level of income, from the
lowest to the highest, so it is not a valid criticism
off any particular scheme that it concentrates on a

particular stratum,

: 8. The benefits of the scheme arc not confined to
the relatively few who will buy houses under it. As
cach family moves into its new house, it vacates another
house which becomes evailable to some other family.
Pressure on rents is also reduceds The “less well off”
wonkens thus benefit from the movement of the "bottep~

of " woprkenrs.,

0. The urban population of our LDC region is about
150,000 (about a quartcr of the whole). At 4.5 persons
perr houschold this ia about 33,300 houscholds. Assume
that our inconric limits ‘embrace only one-thind of those
houscholds; say 11,000 houscholds., Assume replacement of
existing houscs, »lus reduction of over=cirowding, at 3.5
per cent per annun, and urban growth at 2.5 per cent per
annum,  The number of houses required is thus 6 per cent
per year, on 660 in the first year. |n practice many
people in this group would want to move out of currently
rented accommodation into a hire~punchase house, so it
is not inconcaiveble thet this group would buy 800 housds
o year. The proposed scheme would finance the building

of: somcwhere batween 2,200 and 3,000 houses over Ffoun (4)




ANNEX ITT
Exhibit 2
Page 4 of 22

or five (5) years..

-
-

2. Uncemployment

10. The value of a housing scheme is not confined
to providing accommodation; it also provides wonk,
dircctly to builders and producers, and inditactly,
through the consumption multiplier, to the rest of the

population.

I1. This latter contribution is as valuable as the
former, The nced for work in our towns is of the highest
ungency. (This is another recason for confining this
scheme to upban arcas). The exact number of uncmployed
in our region is not known, but figures around |5 per cent
of +he labour force are commonly quoted. This uncmployment
is concentrated in the towns, where it is much above |5 per
coenty |t is also concentrated among youth; figures of 30
per cent in the age group seventeen (17) to twenty (20) are

also commonly quoted.

12. |t is hardly necessary to make a case for
providing employment. Apart from the waste of resources,
ond the enforced poverty, which are the direct econonmic
pesults of unemployment, there is also excrutiating
spiritual dognradation of the young, whose long term poison=
ing of West Indian community life cannot now be forecast;
aa well as the immediate danger of violent political

oxplosion,

13, The long=term temedy is more productive jobs,
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especially in impoprt~substituting and in cexpont industnics,
But house conatruction is an immediate palliative, which

has also the advantage that jts product s scarce and

highly valuable. Housc constiruction also offers the oppon~
tunity for raising skill levels., In addition, it will take
very careful planning o kee: > building costs down %o onr
necan to ECHI0 per square Foot, and the demonstration effect
of this scheme should be to raise productivity levels
throughout the building industry, This aspect is refenrprod

to later,

-

[4n  Nlthough unemployment is generally heavy, there
iS a hOPuaoc of skillecd building workers in some of these
territoriess There is surplus Puilding capacity in terprj-
torics where a recent building boom has tanered off (e.q.
British Honduras, Grenada); but some strain where cther
construction work is still heavy (c.g. St. Kitts, St. Lucia).
A chain of toechnical colleges is now being established in
cach of the Associated States, with British financial and
technicel assistance. Their initial emphabis is on the
building trades. They plan %o graduate about 50 craftsmen
a yecar at first, risiﬁg to 100~150, This scheme fon bui lcing
urban working class houses wil | comp lement the colleges, in
that operations will begin. just at about the same time as
their students begin to recach the market, The islands are
in any case subject to wide fluctuations in construction
activity, and an cffort will be made to time operations in

cach torritory in accordance with othen bui lding operations




ANNEX TIIT
Exhibit 2

Page 6 of 22

and the state of the labour merket,

Al THE SCHENE

3. Introduction

15. This is a scheme to construct houser~ fon sale
on hire=purchese terms to members of the urban working
class., A subsidy element is involved. CDB will meet
the cost of construction, up to ECHI0 pen square footsy

. and hire-purchase terms will be calculated from this
basc. CDB will also pay professional and managemnent
costs. The Government must meet the cost of land,
development, and any construction cost $n excess of
EC510 per squarc foot; these costs will not be included

i'n the cost to be met by the working class purchaseras

16. Hougses will be sold only to heads of households
in regular employment (including sel fwemployment) who
carn loss than EC$50 per week, Houses will not normally
be sold to persons carning.less than EC$20 per week,

unless they can demonstrate that other houschold incomes

will make it possible to meet the debt charges. Houses
will not be sold to persons who already own houses wonrth
in excess of ECH2,000 (the scheme is not for people who
will move into these houses only to rent their own houses

at exorbitant rentals).

4. The House

17.  The modal house will have 3 bedrooms (one cach
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4

for marital couple, girls and boys), but some two-

bediroom and onc=becroom houses will also be built fon

familios which do not as yet nced two scparate rooms

for children (including families with only one panrent

in residence)s There will also be a living room,

; kitchen, bath and toilet. Rooms will be about 100
square feet. The modal house will thenefore be just

under 500 squanre feect.

(8. Houses will be built in new tesidential estates,
about 20 houses to the acrc. Each house will stand on
1,000 squarc feect, leaving half of cach acre for communal

facilities (including parking space) roads and parks.

19, The cost of building working class houses
varics widely in the Sastern Caribbean. Costs are
peported at about ECHY to {il0 per square foot in
Barbados and St, Vincent, but as high as ECO15 to $20
per square foot in some otlier islands. The difference
in costs seems to be ouu not primarily to differences

in wages but to

(a) materials costs, which carry very high
mark-=ups in some of the smaller islands; and

(b) wvery incfficient organisation of the building
process, especially in the advance stocking
of Pequivcd materials, which leads to much

wastnd tima.

: 20 Both these clements can be reduced to some

extent by mass production of housess Hence, under this
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scheme houses will be built on new estates involving

not less than three (3) acres with sixty (60) houses
(preferably not less than five (5) acres with one

hundred (100) houses, to scecure greater cconomies in
planning). The houses will be built under contract,

but the agency responsible (sce bolow) must satisfy

itself, before awvarding the contract, that the contractor

is fully competent in the logistics of building, is
appropriately equipped and has appropriate plans. ilaterials
will be ordered in bulk, and the agency, backed by the

government, must ensure reasonable mark~ups,

20 It is not rcasonable to cxpect U.S.A.I.D. to
finance inefficient building operations, so COB finance
will be confined to ECUIO0 per square foot, exclusive of

professional feess

5« Capitel Finance

22 CDB hopes to rcccive a U.S,A.1.D. loan of
up to USH6 million (=ECS!I million approx.). If each
house were to cost EC$5,000, this would build 2,200
houses on ll0 acres of land., |f the iand cost $10,000
per ache, total cost of land would be ECYI, 100,000,
Developmnent should cost about ECy10,000 per acre, or
a total of ECy!, 100,000, Governments wiil also contribute
any cost of constnruction above $10 per square foot, but
this should be small, cspecially as CDB is paying the
profiessional fecs; this item is included herc at a token

figure of $1,00 per square foot, making a total cost of
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EC¢ ), 100,000, The total capital financing of the scheme

is then

. : ECY
CcDB Z : i1,000,000
Government
Land o i, 100,000
Development I, 100,000
Construction 1,100,000 3,300,000
14,300,000
231 . The CDB’s contribuction will be guaranteecd by

the government as to interest and cepital repaymenta
- y

24, The less developed territories have a population

of around 600,000, |If the scheme were operated cvenly per

hecad of population, the scheme would yield 367 modal houses

per 100,000 of population, and contributions per 100,000
of population would be, from CDB &1,833,333; from the

government $550,000 (over say thiee years), However it is
possible that not all govennments will wish to participate
in this scheme, and the CDB will not be committed to equel

expenditure per head of population. The actual number of

houscs will also depend on the mix of one ~ two =~ and
three~bedroom houses, so it will esxceed 367.
255 The yiceld of 367 houses per 100,000 of

population is the result of the “first round.” Actually,
CDB has fonrty (40) yecars over which to recpay tae money,

but the houses will be sold on 20 year terms. Thercfore,
if prices were constant, and if the US/EC dollar exchange

rate stayecd constant, the money could be used to build
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somewhat less than twice this number of houses ovep

the finst twenty (20) years,

20, Each house will be sold on hire=purchase -
terms, the tenant=buyer being changed only cost of
construction at ECLIO per square foot. Thus he would
be charged EC{5,000 for a 3=bedroom house. His annual

payment will consist of two parts.

PartA. The sum which over 20 years
would repay the cost at 4 per
cent interesta For a $5,000

house this sum is $368 per year,

Part B. A sum cqual to 2 per cent of the
price of the house. For a 5,000
house this sum is $100 a yecar,
This sum is for maintenance and

administration,

27 . The tenant=buyer of a $5,000 house is thus
required to pay Y468 a year, which, at $9 per week
would be too high for a $20 weeckly houschold, but

well within the capacity of a $50 weekly houschold,

The sum is not in excess of current rentals for 500 squanrc
foot houses, although it includes an element of saving,
The $368 per ycar divides into $200 for interest, and

a sinking fund payment (which from the tenant=buyers
standpoint is saving) of 4168 pcr Qcar. A subsidy is

a gift from the genera! body of taxpayers to a privileged
few of the under-privileged: in this case the privilege

is limited to families which arc willing to make a
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substantial savings effort %o acquire good housing,
q

28, The agency will | col lect payments from the
tenant=buyer weekly or monthly, |t will transfenr
Part A payments to the CDOB at the end of every quarter;
any ucficiency being owed by the government under its
guarantee.  Pant B payments will be lkept by the agency

forr maintenance and acministration expenses.,

2% If the government considers that these payments
are too high for. workers to meet, they can be reduced by
subsidy. For examplec, if the government wishes o reduce
the payment on a 500 squere foot house from $9 +to $7 pen
weelk, it will undertake to pay the agency $104 a year in
nespect of each such house, for %he duration of the :
contract, By varying the subsidy which it pays on behalf
off tenant=buyers, the government can reduce downwards the
lower income l'imit of cligible tenant=buyers to any cxtent
whose cost it is willing to bear., In what follows the
amount of any such subsidy (thé difference between what
the annual payment would be on $10 a square foot and what
the tenant will actually pay) is referred to as "the

.

rental subsidy,”

6 o The Hire=Purchase Element

30. The house belongs to the agency until the
final payment ie made; but the tenante-buyen’s prjghts
as a buyer, investing savings, must also be protected,
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21, These houses arc not built for speculation,
L tenant~buyer will therefore be expected to occupy the
housc for at least the first five (5) years of his contract,
unless unforeseen changes in his work require him to live
elsewheres OSubject to this proviso, he may not let the

housc withnthe First five (5) years.

32« The tenant~buyer may surrender the house to
the ogency at any tinc. He will then get back half of
the sinking fund clement in his Part A payments. Thus,
if he surrcenders tac housce to the agency at the ena of
the ninth year, he will get back 2756 on a 95,000 house,
(The other half is retainca because of depreciation of
the house). The CD3 will advance %hese refunds., (It
recouns them out of the extended hiring of the house,
which can now be hired for up to twenty=-nine (29) years
instead of twenty (20); but because the CDB has to
repay U,S.A.1.D., the privilege of surrender may have to
be discontinued after the first twenty (20) years of the

scheme, unlecos sonmc other source of finoncing i=s introduced)

33 The tcnant=~buyer may acquire full title to the
housc at any time by paying the current value of all out~
standing Part A payments, discounted at 4 per cents Thus
if he wishes to buy the house at the end of the ninth
year, he will pay $j,224 for a house wnose original price
was $5,000. However, in order to discourage speculation,
if he wishea to buy the housc within the first Tive (5)
years, he must also pay the cost of the land and develop~

ment. (This is credited to the government).

34, Ater five (5) years of occupancy, the tenant-
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buycr may “scll” the house at any time, by asking the
agency ©o accept & suostitute tenant=buycr. The sub=
stitute must be a person who would have been cligible

to participate in the scheme in the first place, and will
be subject to all the restrictions imposed on first tenant-
buyers., The substitute tenant~buyer may take over the
unexpirced . period of the contract, or may negotiotc with
the agency an extension up to twenty (20) ycars (if this
lics within the forty (40) years during which A.l.D.

must be repaid). The finst tenant~buyen may extpact
whatever payment he can from the substitute tenant=buyern
in respect of payments elrcady made during the previous
years of the contract, He may not sell within the first
five (5) years of the contract, since the price includes
e large subsidy from the government (land and development

costs) vhich would be a windfall gain. |n order to

discourage speculation, substitute tenant=buyers also

t
may not sell within the first five (5) years of their
contracts., '

35a I f e tenant-buyer is evicted by the agency
he will be paid the sum which he would be entitled %o
reccive if surrendering voluntarily; minus any debt to
the agency and the cost of any abnormal damage to the
house for which he may be responsible. Eviction will
be possible only under very limited conditions prescribed
in detail in the contract,

36. In all the above it is assumed that there is
no rental subsidy. |If there is a rental subsidy, this
must not be included in the savings attributed to the
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tenant=buyer | f he surrenders the house op s evicted,
since he hes not in fact seved this celement, Also, in
calculating the nrice at which the tonant~buyer may
buy the house from %he agency, the rental subsidy must
be added to the Part A payments which he s actually
making (unless the government opts to make him a
capital gift of money, anc pays this to the agency on
his behalf),

Ze Administration

37 . In viecw of the special nature of this scheme
it should be sepapated from othep government housing
schemes.  One special clement is that it is a hire=
purchase scheme, involving special rules. Another
special clement is that the participation of the CDB
also brings in special rules, governing procurement,
tendering, choice of tenants and so on. Some of these
rules derive from conditions laid down by the UeSaAC L DL,
and fronr CDB’s ungerstanding with A1, D, that fiv 1.D,
Tinenced schemes will be auninistered without “political”
clements, a rule which is also laid down in Article 35
of the CDB’s Articlas of Agreement for all CDB schemes,

38, It is not difficult to separate these schemes
in the physical sense, since each scheme will be a

separate new housing cstate,

39. In each territony %he scheme will be
administered by a special agencys This will be a

company formed under the Companics Act, owned Jointly
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by the government and the CDB in the ratio 3:2. Thus
the company may have fifty (50) shares of EC$1.00 each,
of which thirty (30) would be subscribed by the govert.-
ment and twenty (720) by the CDB, with each ten (10)
shares carrying the right to clect a director, (These

may be civil servants, but not members of Parliament A
[}

40, The government would give the company the
land, and undentake to mcct the cost of developmnent and

the cost in excess of L10 per square foot of buijlding

the houses; all in the form of a grant., The CD8 would
undentaike to mecet the cost of constructing houses up
to %10 per squorc foot, in the form of a loan for
twenty (20) ycars «t 4 per cent per annum, carrying a

government guarantee.,

41 . The Board of the company would serve without
remuncration from the company; CD3 would meet the
expenses of its directors and the government would do

the same for its directors. ‘

The Board will hire a full time l[flanager,
who must be a person acceptable 4o both the government

and the COB. DOuring the finst three yeanrs, the cost of

tha Kanager'’s cmoluments will _be met by the CDB, out of

—, —

L QPGEEHEE_EEHHEE:#{O the COB by U-S-A.ILD. e R
i L fet i

42, The Board will also hire such other

administrative and secrctarial staff as may be necessanry.
The cost of this and all other administration costs will
be met by the company out of the proceeds of Part B

payments by tenants~buyers. |f these proceceds are in-
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sufficient to meet expenditure considercd by the
company’s Boanrd to be nccessary, the government must

meet the difference. (The government controls the

company) . : ;
A3 For cach housing estate to be developed
(not less than sixty (60) houses) the company will 5

invite tendenrs: from rcputable firms of architects
from member ‘countries of the CDB and from the U.S.A,

to plan the development of the land;

design houscs;

supervisce tendering for contracts; and

supenrvise the building of the houses.
During the “first round” the cost of these architectural
services will be met by the CDB, from a grant to be
made to the CDB by U,S.A.l1.D. Choice of the architects
must follow CDB procecurcs, and is subject to confirmation
by CDB. CD3 will also mect, from the same source, the

cost of quantity surveying.

Ad. Tenders shall also be issued for contracts
to build,with the same territorial eligibility, It is
expectod that local tenderens may be the lowest bidders,
but there will not be discrimination in their favounr,
Award of tenders must follow A.l.D. procedures, and will

be subject to confirmation by CDB.

45. The company will make arrangements with the 4
chosen contractor to ensurc advance bulk ordering of
matenials, acconding to CDB procedures, at cerefully
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control led mark-ups,

40, As houscs nean completion, the company wi ll
adventise for tenant=buyens, who will apply to it for
{al

Board of the company, subject to CDB bejne satisfied
) 9 ’

«

houses, Choice of tenant-buyers will be done by the
e

in accordance with Article 35 of the Agreement

[}

establish

.

ing the CDB, and also in accordanc : with CDB’s
understandings with U.S.A, [.D., that there is no
political intervention in the choice of tenant~buyers,
Tenant~buyers will be chosen by lot from a shopt~| st

*approved by the company’s Boerd, The short~list will

include all anplicants who meet the tests iqid down

by the Boanrd; especially that their earnings are within
the limits of $20 and 550 per week; that they secm
Likely to be able %o meot thein financial commitments;
that they do not alrcady own a house woprth more than
ECH2,000; thaot there is a stable family unit apphropriate

to the size of house anp licd for; etc,

47 . The compeny will not maintain its own staff
for «collecting rents, The .contracts of tenant-buycrs
vho are in emp loyment will provide for wéiges to be
deducted at source., Othep tenant=buyers will pay into
onc of the indigenous “co-operative” or “workers?”
banks, to whom the company will pay a collection fee,

: The company will, however, nced an officer to chase
arrcars,
48 . Legal ownership of the house remains with

the company until tho “enant=buyer makes his last

SO
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payment or buys the house outright. |If his payments
£all more than +three months in arrcars, the tenant=
buyer will be evicted, and will be paid the sum then
due to him minus his debt to the agency., Political
thtorvention at this point is also excluded by Article

[}

35 of the Bank’s Articles of Agrcement,

49, 'So long as the company owns zhe house it
must maintain it; specifically, maintain it structurally,
paint it every sixth year, and insure it comprehensively.
This cen be done by contract. The cost of maintenance
will be paid from the company’s Part B rececipts. The
company should also inspect bath end sanitary rtacilities
cvery six months, cffcct any necessary repairs, and

chenge “he cost to the tenant-buyer.

50 The company will have to impose various
postrictions on the usc of the house. The most
important arc those intendea to prevent over=crowding,
by taking in too many tenants on bringing in too many
gencrations. |f the company does not enforce these
pestrictions strictly, the property will deteriorate
papidly, and be a nuisance to other tenant=buyers as
well as a source of loss to the company. Tenant=buyers
who kcep destroying the house, or parts thercof, will also
have to be cvicted (evidence of wonrking class rentals in
this nregion is that maintenance cxaeuds 3 pen cent a year

if tho owncrs are not strict with the tenants) .




ANNEX IIT
Exhibit 2
Page 19 of 22

8. Ilfaintenance of Value

Sl ¢ The CDB loan to the company will be in
US dollars, and though it will be repaid in EC dollars,

its value in US dollars must be maintained.

o B Since house prices and incomes are likely
to nise continually over the next twenty (20) yeac*s:
there is no rcoson why the tenant-buyer should not
meet the cost of revaluation of the US dollar relative-

. g ly to the EC dollar. The hire~purchase contract should
therefore provicde that if the US dollar revalues
relatively to the EC dollar, the Part A payments will
be increased in the same proportion, or in the same
proportion as a gencral index of money wages in the
city has riscn since the contrack was signed, whichever
may be the lcsse For tihis purpose the company will
have to arrange with the territory’s statistical office
for o general index of money wages to be maintained
for cach city in which the company has a housing estate,
|f the dollar revalues by more than money wages have
risen, the deficit will fall upon the government (which
has guanrantced the CDB loan in US dollars) until the
wage index catches up with the revaluation. |f %the

X US dollar devalues, the company will collect more EC
dol lars than are duec to CDB. The difference should

. be paid to the government, partly because it is bearing
the exchange risiz, and partly in compensetion for its

initial investment in land and development.

53, As prices rise, the cost of acdministration

ancd maintenance will rise beyond the sum originally
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fixed for Part B payments, The hinre~purchase contract
should give the company the richt to increase Part B
payments if nccessary, by a proportion not exceeding
the nrisc in the money wage index. |If this is ine- -
sufficient, the deficit will fall on the government.

+ LS

9w Sclf-Help Building

' 54. The comnpany should make some part of its

resounces available for salf~help building.

55 One of the weaknesses of sclf-help build-
(al

ing lies in the logis s 0% organising development, .
|

C
design, purchase,. storcg ivery of matenials
at site wnhen wented, seor of skilled workers, and
services o suparvisors, These problems are reduced
i the self=help building is done on the same estate
and et theseme tine as contract building, The company’s
programming of a now housing estate should thcrefore .
take into eccount the requirements of self-help builders

ot every stage of the bui‘lding process.
Y 9 g P

506. Another wegkness is thet urban workers,
fully employed, have very little spare time in which

to build their own houses. The house therefore taves
a long time to build, and many lose interes: and cdron

out of the schemes This is minimised by building a

»art of the house under contract, and leavino the
l f | ; -

self=halp worker only to finish it. One possibility

is to build just one room with kitchen, Sath and toilet,

and lcave him to add the other rooms; another possibility
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-

‘s to build roof, supporting pillars, kitchen, bath

toilct, ond leave him to put in the walls, In

and -
cither cese the contractonr chould build the self=

at the staprt of his programme, SO

help half=houscs
I led workers will still be around

that he and hic s
in the early stoges of the scl f=help operation. :

-

B3 uclfuhcln housing reguires much organisation

and supervidqon. Where a company decides on a lange
enough self=help programme, cDB will meet the cost of

a supervisor, from a U.S.A.1.D. granta

0. Action Summany.

58, The CDD is recquired to do the following:
(a) Obtain a soft loan of up to USH6 million

fnom U.S.A: 1.0, for relendings

(b) Obtain a grant from U,S.A.1.D. towards
adininistration costs; specifically,
el

-...

company managers, f=help officers,
architects! fces, quantity supveyors!

fees, lawyers! fees. Professional tees
average cbout i0 per cent, or us$600, 000,
Managers’ and sclf~help officers’ salaries

depend on whether they are recruited

focally, or have to come from the U.S.A,
In the former case the cost over threce years
should be under UJ#SO0,000; in the latter

L

cnse it would be necrer USHI,000,000, The

ghont over thrce (3) years would thus lie




(c)

(d)

5%
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between USEL, 100,000 and $1,500,000;
or between US$367,000 and USY533,000

pcr year,

Participate with governments lin the
busincss of the companies administering

thc se schemess

Oversee: choice of managers and self=
help officers; choice of architects and
quantity sunveyorss choice of suppliens
of matecrials; choice of contractors;
choice of tcnant=buycrs; eviction of

tenant=buycnrsa

A qovernment is récuired to do the foilowing:

.

Participate with CO3 in the business of

the company administenring the scheme.

Wlaive the fecs for forming and registering

Q companya

Provide lend for building, as a grant.

Meet the cost of developing such land,

as a grants

Guarantee intercest and copital repayment

‘on CDB’s loan to the company, in U.S.

dol lars.

Meet deficits in the acdministrative budget

approved by the company’s directors.

Act in the spirit of Article 35 of the
CDB’s charter.

Page 22 of 22
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CARIBBEAN DEVELCPMENT EANK
STAFF LIST
(1st March, 1971)
Professor Sir Arthur Lewis, (St.Lucia)
3,Com.,Fh.D.,M.A.,L.H.D.,LL,D.
Mr. Lorne D.R. Dvke, M.A,,3.Com, (Canada)
Mr, Mocl E. Venner., B.S3c.(Econ), (St.Vincent)
. OOB.EI
Mr, R.,A. Jones, A.C.C.A., A.I.S., (Jamaica)
B.Sc. (Econ)
Mr. M,D. McConnie, A.C,C.A. (Trinidad & Tobago)
Mr. Neville Nicholls, B3.A.,Barris- (Barbados)
ter~at-Law
Mr. A.T. Wason, B.A,Sc., O.B.E. (Guyana)
Dr, V.A. Richardson, B.Sc., Ph.D.(Trinidad & Tobago)
Mr. Vernon Sargeant, D.I.C.T.A., (Barbados)
B.Sc.(Agri.), M.Sc.(Agron.)
Mr. Samuel Singh, A.C.A., (Guyana)
B.Sc. (Econ)
Mr. Eric Armstrong, B.A., Dip. in Econ- (Barbados)
omic Planning & National Accounting
Dr. Robert Ayre-Smith, M.R.C.V.S., (U.K.)
Dipo a‘\gri., M.SC. ’FOR.COVOS. '
Agricultural Engincer Dx. Lewis Campbell, B.S~.,Ph.D., (Grenada)
'a.I.CITCA.
Mr. Dennic Lewis, D.P.A, (Barbados)

Assistant

Accounting Assistant Miss

Personal Secretaries:Mrs,
Miss
Mrs.
Mrs,
Mrs.
Mrs,

Marilyn Armorer (Trinidad & Tobago)

Lorna Austin (Guyana)
Shirley Richards (St.Vincent)
Norma Archer (Barbados)
Loxrxaine McGeary -(Barbados)
Yvonne Alilen (Jamaica)

Norma Lorde (Trinidad & Tobago)

(},)
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Stenotypists: Mrs. Tessa Leae (Trinidad & Tobago)
Miss Barbara Jeffrey (Guyana)
Typists: Miss Beverlcey Clarke (Barbados)
Miss Janet Sandiford (Barbados)
Senior Clerk Mrs, Anita Gittens (Barhracos)
Clerk Mr, Fhilip Tull (Barbados)
Receptionist Mrs, Shirley Henry (Barbados)
Messengers: Mr., Courtney Franklyn (Barbados)
Mr. Gay Farnum _ (Barbados)
Maid ) Mrs. Deborah Gittens (Barbados) .
Chauffeurs: Mr. Adolphus Drakes (Barbados)

Mr. Alfred Hurdle (Barbados)
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“xtract from Barall Report

"D, Housling

A report on Caribbean housing problems was prepared for the Study
Group by Mr. Harold Robinson of AR./LA, and is attached as an aniex.

As elsevwhcre in the developing countries, housing in the Ca:»ibbean
is generally in short supply, much of it is inadequate, new consiruc-
tion fails to keep pace with the rapid increase in population, and
there is a dearth of local financial institutions which can attract
cavings and channel them into housing credit. The cwrulative housing
deficit 1s estimated at about 600,000 units and is increasing ammually.
Fortunately there are known and transferable means for dealing with
housing problems which could take root in the Caribbean, where purchas-
ing power is relatively high as compared with other developing regions.
One of the first steps should be better organization of institut:ons.
and the collection of statistics, notably on effective demand foir housing,

Most governments have created some form of national housing agency,
supported with budgetary vllocations. They have centralized adm.nistra-
tlon and engased in site acquisition and development, construction of
housing, and loans or guarantee:s. But as elsewhere, they have not been
adequate te develop comprehenslve programs to deal effectively with the
problem, which is both soclal. and economic. Since Caribbean govern=
menis have equally pressing needs for investment in other social and
economic programns, public resources have fallen far short of needs.

It must be recognizced that in ithe benign climate which preveils
in the Caribbean the lack of housing is not fatal. In lieu of low-cost
housing, the very poor may get along with no-cost housing. Typically
this consists of a one-rcom, tiny, squatter shack made of strips of
corrugated tin, odds and ends of boards or driftwood, flattened cut tin
cans, with swept s0ll as a floor and benana or cane thatch as a roof.
Amenitlies such as water or toullets or electriclty are no more th:in faint
aspirations. ‘the number of such shacks in the Caribbean is enormious
though there =y be considerable variation from land to land, gererally
in direct ruatlo to per cempita GNP, ‘'/here cane-cutting is a principal
occupation the problem i1s particwlarly acute. In some lands where
housing appears to be mueir better thon the level of economic activity
would warrant, the explanation liles in remittances from abroad, which
scem to be applled heavily to housing.

Like other developing areas, th> Caribbean has been experiercing
accelerated migration from rural to urban areas and it is predicted that
some of the smaller islands with hizh population densities may scme day
become entirely urban., The following table is Indicative of the trend
in capital citics. Inadequate housing in urban cities ic likely to
generate more difficulties than in rural arecas, including politicel

N,
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problems. Correclive action must also include urban planning and the
provision of many servicos not normally expected in the countryside,
JHoucing cooperatives can be effective where population 1s dense and
“the Study Group recommends extension to the Caribbean of AID exparience
in this field, which so far has been limited to technical assistance

in thc Dominican Republic and Jamaica. Puerto Rico has had long and
satisfactory experience with housing cooperatives. A regional housing
organization could do much to support this approach. .

—

Local instltutions mobilizing capltal for housing already exist in
the Caribbean. The Enflish speaking countries of Guyana, Jamaica and
Trinidad and Tobago have knglish-typc home building societies, tae
precursor of U.S. Savings and Loan ascociations. DBritich Hondur.as has
a osmall credit union that might be converted into a home-loan institu-
tion., The Dominican Republic has a U,S5. type savings and loan sy/stem
initiated with technical and finsmcial assistance from AID. Puecto
Rico, of course, has U.5. style &l assoclations which, together with
public housing, progrums, have virtuully eliminated the extensive slums
of' ehacks visible everywhere only 25 yecars ago. Those lands with long-
texrm development plans all include a scction on housing but the funds
ollocated are in no case adequate to make a dent in the shortages.

The dorestic institutions could hve stimulated into more effoctive
capltal marshalling and nore energetic mortgzage lending activity,
However, they need a combination of technieal and financial assistance
to achleve that objective, They also nced some form of rezionpal
institutlon which.could be a source.of protective liquidiity and of
funding., YWhet would do moat good is a Carlbbean equivalent of the U.S.
Federal National Mortgage Associatlon (FiMA) for assistance to the
secondary market for insured and guaranteed mortgages.

In 1965, AID obtained the services of the Assistant General
Counsel of FNMA (preceded by an experi from the FIMA Thiladelpbin office)
to devise a secondary market fucility for Jamaica. This would have
provided a mcans of generating Muds internally and externally but the
report was never implemented. The Jumaica Report could be used us the
basis of development of a FNMA for the Caribbean.
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Mimeographed Studies by the U.,N. Housing Adviser

to the Governments of the Eastexn Caribbean,

Dr. C.M. Palvia

The Housing Situation in St., Kitts, 1970, 53 pages

do.,

do.

do.

do.

do.

do.

Dominica, 1970, 30 pages

St. Lucia, 1970, 90 pages

Montserrat, 1971, 46 pages

Grenada, 1971, 134 pages

Antigua, 1971, 80 pages

St. Vincent, 1971, 82 pages

Emexging Roles of Commexcial Banks and other
Financial Institutions in the Eastern Caribbcan

Region, 1970,

22 pages

mnantification of Housing Standards in the Rural
and Urban Areas of the Eastern Caribbean, 1971, 26 pages

H.T. Dyer and C.M, Palvia, Low Income Housing:
A Study in Economic Design, Cost, Rental and Subsidies,

1971, 10 pages
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EAST CARIBBEAN DEVELOPMENT CO,, LTD,

(Subsidary of Commonwealth Development Corporation)

The ECD acts as a management and technical assistance company
for homemortgage companies (subsidaries of CDC) located in Barbados,
Dominica, St. Lucia and St. Vincent. A fifth company is under consid-
eration for Antigua, St. Kitts and Montserrat.

The Commonwealth Development Corporation obtains funds from the
United Kingdom Treasury at 6% and lends to the ECC at 7%%. ECC through
the local subsidaries, makes loans at 84. As of February, 1972, CIC
had. conmitted EC$2k million to the ECD of which EC$14.9 million had
been disbursed, with the balance of EC$13.1 expected to be disbursed

by the end of 1972.

The average loan to a home purchaser is EC$16,000 at 804 of the
house value, for 20 years at £%. The maximum loan made is EC$30,000.
There is a finder's fee of 1% and Insurance is paid a year in advance
to ECC but ECC makes its payments monthly. The typical 800 square
feet house costs EC$20,000 and an 1100 square foot house EC$25,000.

Commitment to CDC Subsidaries

St. Lucia EC$ 6€.30% million
Dominica 3.6 million
Barbados 10,68%* million
St. Vincent 3.0 million

EC$ 23.60 million

* Plus EC$0.L4 million loaned by GOSL at 7i%.
** Plus EC$2.74 million GOB equity and National Security Fund

loaned at 7%%.

Reloaned by subsidaries of CIC

St. Lucia EC$ 5.102 starting in 1968
Dominica 2.3 starting in 1969
Barbados 6.602 starting in 1970
St. Vincent .950 starting in 1971

EC$ 14.954 million

Loans by the U.K. are made on an ad hoc hasis to each subsidary
through CDC.
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1970

Population 61,000
[louseholds 16,000
Housing Need (Over-all)
Annual growth 300
Deficit 1,000
Replacement 1,600

TOTAL 2,930

Annual Construction Based on Three Year Program

Annual growth _ 300
Deficit 300
Replacement. 500

TOTAL 1,100

Annual TLow Income Need

New Households (60% of 300) 180
Deficit 300
Replacement 500
15% of 1980 = 1L7 980

Income Range (Average)

Nigh EC $9,000 (5%)
Middle 4,800 (25%)
Low 1,300 (70%)

2,500 « (15%)
1,500 (20%)
650 (35%)

1980
72,000

19,000

No. of Families

800
1,000
11,200
2,400
3,200

5,600
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lousing Cost. ((Exclusive of land at FC$1.00 per sq. foot):

Average squarce tool coal
One bedroom

Two bedroom

Three Bedroom

Institutional Capability

Central Housing and Planning Authority

and 250 houses in each of three years.

EC $10.00
EC 3,600 (360 square feet)
4,200 (L20 square feet)

5,000 (500 square feet)

has capability of 100, 150
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DOMINICA
T 1970 1980
T. Population 70,000 82,000
Households 17,000 21,000
II. Housing Need (Over-all)
Annual Growth : 350
- Doticit 1700
Replacements 1500
TOTAL 3550
ITT, Anmual Constriction Need Based on Three Year Program
Annual Growth 350
Deficit | 500
Replacaments 300
TOTALS 1150

TV, Annual Low Tncome Need

New llouscholds (606 ol 350) 21¢
Deficit 500
Replacements 300

TOTALS 1010

Z 15% of 1010 = 150

We Income Range (Average) :
7 No. of Families
High ECH 5500 (7%) 1220
Middle 3000 (28%) 49G0
[0 1000 (65%) 11,350
1700 (16%) 4380
1100 (21%) 3600
600 (28%) 5100

e Y S SR R S T S
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Average Cost per square foot EC$ 10.00
one bedroom (360 sq. fu.) 3600. 00
Two bedroom (420 sq. ft.) 4200, 00
Three bedroom (50Q sq. ft.) 5000.00

Institulional Capacily

The Central [Housing and Planning Authority has a capabllity for

constructing 100, 200 and 250 units in each of three years.




GRENADA
197¢
1, Population 1067000
Houaseholds 20,000
II. - Housing Need (Over-all)
Annual Growth 900
Deficit 2000
Replacement 1200
TOTAL 4100

ANNEX III, Exhibit 10
- Page 5 of 16

1980
126,000

29,000

ITI. Annual Construction Need Based on Three Year Program

Annual Growth 300
Deficit 700
Replacement 4c0o

TOTAL 1400

TV, Annual Low Income Need

New households (607 of 300) 180
Deficit 700
Replacement 500

TOTAL e 380

159 ot 1380 -~ 20

V. [ncome Range (Avcrage)
High EC$5000.00 (10%)
Middle 2700.00 (30%)
Low 1200.00 (60%)
2700.00
1300.00

800.00
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Institutional Cepability

The Central Housing and Planning Authority has a capability of

50, 100 and 200 dewlling units in each of three years.

\



ANNEX IIIL, Exhibit 10

MONTSERRAT
1970
I. Population 12,300
Households ;000

II. Housing Need (Over-all)

Annual Growth 4o

Deficit 800

Replacement 80

TOTAL T 920

ITI. Annual Construction Need Based on Three year Program

Annual Growth 4o

Deficit 250

Replacement 80
TOTAL 370

Tv., Annual Low Income Need

New lHouscholds (60 of ho) 2k

Deficit 250
Replacement 80
TOTAL 354

15% of 35k - &3

V., Income Range (Average)

High EC$ 7000 (129)
Middle 3500 (16%)
Tow 1230 (6’4‘,"))

2000 (10%)
1400 (8%
700 (5%)

Page 7 of 16

1980

No. of Famili«s

300
1200
2500

600

800

1100




VI, Housing Cost

Average cost per square foot EC$
One bedroom (360 sq.ft.)

Two bedroom (420 sq.ft.)

Three bedroom (500 s5q.ft.)

VII. Institutional Capability

ANNEX III, Exhibit 10

Page 8 of 16

10.00
3600.00
4200.00

5000,00

The Central Housing and Planning Authority has the capability of

constructing at least 50 units each year.
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ST, KIT1S/NEVIS/AUGILLA

Population

Households

Housing Need (Over all)

Annual growth
Deficit

Replacements

ANNEX IIT, Exhibit 10

1970
60,000

16,000

Page 9 of

1980
63,000

18,000

200 (120 built each year)

400
3,000

3,600

Annual Construction Over Three Year Program

Annual Growlh
Det'ieit

Replacements

Annual Low Income Need

Annual Growth (60% of 80)
Deficit

Replacement

15% ot 1178 - 176

[ncomes (average)

High
Middle

Low

80
130

1,000

1,210

L8
130

1,000

1178

EC $7,000 (5%)
3,000 (30%)
980 (65%)
1,700 (15%)
1,000 (20%)

600 (30%)

No.

of families

16

800
4,800
10,400
2,400
3,200

4,800
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Housing Cost (Fxelusive ol land):

Average Squarce foot, Ic  $1r0.
One bedroom (360 sq.ft.) EC 3,600
Two bedroom (420 sq. ft.) 4,200
I'hree bedroom (500 sq. ft.) 5,000

Institution Capability of Public Institution

Central Housing and Planning Authority is capable of building

50, 100 and 150 houses in cach of three successive years.,
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ST. LUCIA
1970 1980
I. Porulation ldT:566 118:650
Households 22,000 28,000
II. Housing Need (Over-all)
Annual growth 600
Deficit 1,700
Replacement 3,500
TOTAL 5,800

ITi, Annual Construction Need Based on Three Program.

Annual growth 600
Delicil 500
Replaccement 1,200

TOTAL 2,300

Iv, Annual Low Income Need

New Households (607 of 600) 360

Deficit 500

Replacement 1,200
TOTAL 2,060

154 ot' 2060 = 310

V. [ncome Range (Average)
No. of Families

High EC$ 8,00007%) ’ 1,540

Middle 4,500 (28%) 6,150

Low 1,500 (65%) 14,300

2,700 (15%) 3,300

1,800 (20%) 4,400
850 (30%) 6,600



VI. Housing Cost (Exclusive of land)

Average square root cost
One bedroom (360 sq.ft.)
Two bedroom (420 sq.ft.)
Three bedroom (500 sq.ft.)

ViI, Institutional Capability

EC$ 10.00
3600,00
4200.00

5000,00

ANNEX IIT, Exhibit 10
Page 12 of 16

The Central Housing and Planning Authority, acting together

with the Urban Development Corporation, has a capability of 100, 200

and 300 dwellings in each of three years.
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ST, VINCENT

1970 1980
I. TPopulation 89,000 100,000
Households 17,000 19,000
II. Housing Need (Over-all)

Annual Growth 200

Deficit 3,100

Replacement 2,200

TOTAL 5,500

IIT. Annual Construction over Three Ycar Program

Annual Growth 200
Deticit 1,000
Replacement. 700
1,900
Iv, Annual Low Income Needs
Annual Growih (GOF, of 200) 120
Defiecit 1,000
huplacement 700
1,820
154 of 1820 - 273
V. Incomes(Average)
High EC  $5,500 (7%)
Middle 2,800 (30%)
Low 1,900 (63%)
1,900 (15%)
1,200 (20%)
500 (266)
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VII,

Housing Cost

Average square {oot EC $
One bedroom (360 sq. ft.)
Two bedroom (420 sq. 't.)
Three bedroom (500 sq. ft.)

Institution Capability of Public Agencies

10
3,600
4,200

5,000

ANNEX IIT, Exhibit 10
Page 14 of 16

Central Housing and Planning Authority has capscity for 50,

100, and 150 houses per year.
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(Source; FCH Survey) 1970 1980
Populationk 119,000 155,000
Households (Urban) 9,800 13,500

Housing Need

Estimate need for 250 new urban houses a year for family increases
and replacements for families earning between US$750-$1500 a year.

Incomes

Average income of' Belize is US$1009-1500 per year. It has been
estimated that 10/ of urban families earn between US$900-$1200. The
average weekly income of purchasers of housing from the Ministry of
Labur is BH$26.80 (US$L7).

Institutions

Ministry of Rducation, Housing and Labour

The Housing Department is composed of a Technical Adviser, Deputy,
Building Supervisor, Foreman and 22 workman. It builds 20 houses a
year on a Hire-Purchase basis using force account. Monthly payments
are BH$22-$25 (US$15-$18) at W% for 20 years, including taxes and
insurance plus a ground rent of BH$1S5 a year. Waiting list of 800
families for housing costing US$1500.

Reconstruction Development Corporation

Established in 1962 with a hurricane loan from the United Kingdom
of' $1,300,000. Since its establishment, it has made 1000 loans of average
value of' BH$2070, In 1969, it rececived a BH $1 million (US$690,000) Loan
trom the Bank of Nova Scotia at 7% for 16 years and has made 350 loans
and has applications for 317 loans. It makes two kinds of loans: BH$5000
(US$38Cu) on a concrete block house at 8% for 16 years.and BH$4000 (US$3000)
on a frame house at 8% for 10 years. Loans are for 90% of value (without
land) and include a commitment to provide 10% of cost in the form of self
help.

Reply Redeemer Credit Union

Has 5000 members and savings of $1,300,000. Makes construction
f'inancing available for reconstruction Development Corporation loans
at 12% a year on a one year basis. So far it has made 16 such loans.
It also has made 30 mortgage loans totalling BH$300,000 (Us$200,000)
at 127 interest at an average of $6900 for 3-5 years. Has a waiting
list of 4O teachers who have requested mortgage loans at an average
ol BH$5000.

Commerical Banks

Three banks hold 6 - 10 mortgages cach at 10% for 15 years on
a NOf downpayment. basis on housing costing BH$30,000 - $40,000
(US$20,000 - 27, 000) .

XOne third lives in Belize and 50% in towns over 2000,
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Cash Flow Chart (1) EagSRLECTA
Cash Oultiow
Debt on debentures Management
U.S. Loans and or mortgage-backed Portfolio (1%
Bank's Equity securities (7% outstanding
(25 years-4.5%) 20 yrs. on $9 million) debt) Total
$600,288 $837,312 $90,000 31,527,600
Receipts
Sulling Debentares Yicld [‘rom mortgage
and/or mortgage backoed purchased (‘rom primary
socurities lenders (7% 20 yrs. $9 M)
$9, 000,000 $837,312 $9,837,312
Cash Available $8,309,712

(1)

The above table assumes a year in which full disbursement of funds
and a total selling of $9 million in mortgage backed securities or
debentures from CDB have accrued. The amount available for the
purchasing of new morigages from primary lenderss should be less
than $8.3 million in vicw of' the need for funds to be kept for
reserve. Cash [low projections will be essential in the secondary
mortgage operation, ''he above illustration only intends to show
tthe fleasibility of® the propgram under the general financial con-
diitiiona established under the Lerms oft the proposed loan.

DR debenbuves ov moelgse backed securities sold at 7% to 7&%
Moy guaranteed ag Lo repayment: by CDB should be attractive
cnough at the prescenl Lime Lo reasonably assume the marketability
ol' papers velaled to Che sccondary mortgage operation. However,
it may be essential for ¢DB to increase the interest rate paid

on its debentures according to the conditions of the money market
and in this connection a general rise in mortgage interest rates
in the islands may be requested.

Yield increases for CDB debentures coupled with a raise in mort-
gage interest will provide a continuous flow of funds for housing
inance and will allow GCDB Lo cover costs as well as to provide
some mavgin for capital build-up by the primary lending institu-
Lions.  This point will be emphasized by AID during pre-loan
ayrreements negobiations onee Lhis loan has been authorized.




3t LUYIA

SOURCE AND CDST OF FUNDS -~ HOUSING MORTGAGE INVESTMENT

Capital

Savings (million ECS$)

Operations/Profit (COO$EC)

Housing Mortgage

1970: Subscribed and paid EC$250,000
1971: " " " EC$300,000

Operations of the St. Lucia Coopera-~
tive Bank started operations 1946
Total Sharcholders in the Bank 450,
as of 12/31/71.

12/31/70: Fully paid EC$480,000.
The company started operations 1969.

69 - 706 - 71 (Regular)
3.5 3.9 4.4

(3%) (3.50) {43)

Fixed Deposits (OOOECS) .

2] 70 71

137 90 123

Average 6%

Loans

From C.D.C. EC$3.3. million
(73% interest in 20 years)
(Fully disbursed at the edd
1971) .

G.0. St. Lucia EC$400,000
(73% interest in 20 years)
(BC$120,000 disbursed)

Provident Fund has committed

EC$250,C00 every six months
for the next 3 years at 7%
interest.

An additional commitment of
EC$2 million was made by
C.D.C. in 1971,

(After provisions for taxes,
dividends etc.)

69 70 71
6 2 10
1969: EC$42,191
1970: BC$56,066

Estimated as of
As of Sept. '71:
EC$1,119,000

197G: EC$333,000
1971: EC$338,000
Average loan EC$20,000

1969: EC$1.8 million
1970: EC$3.4 "

As of April '72 the
total loans made were
estimated at 350,

III XANNY
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LENDING POLICY

Loan/Value Ratio Interest

Term Insurance Delinjuency Fees
1. St. Lucia 50/100 - Monthly 1,000 - 10,000 = 9% p.a. Maximum 10 year Fire-mandatory Negligible. Sc icitorts frn
Cooperative payment not to over 10,000-20,000 = 8'%p.a. Partial or Life optional, 2 foreclo- (Mocimum 1773 of
Bank . exceed 25% of over 20,000 = 8% p.a. Six total prepay- Cost 4.80/1000. sures in 1970, loan value)
monthly income, months interest in advance ment are permit- One year No foreclo- Appraisalt's fee
-~ No limit on is collected on the basis ted without Premium col- sure in 1971. (1% of house
value of loan. of the outstanding balance - penalty. lected in ad- value).
calculated every 6 months. vance.
Amortization made on equal
monthly payments. In case
of no payment of advariced
interest due, monthly pay-
ment to be credited to
repayment of interest.
Interest charged to mortga-
goxs can be increased at
the discretion of Bank,
{(Maximuz intercst under
the law 10%).
2. St. Lucia 80/100 - This §% per annum - Interest Maximum 20 years Fire-mandatory ‘wo mortga- Solicitor's fce
Mgrtgage could be increased¢an be increased upon Partial cr total Life optional, ges foreclosed (Maximum 1.3 of
Finance Co.

to 90% provided approval by the Ministzxy
a 23% fee of the of Housing. Interest
value of.the loan collected on the declining
is paid by mortga-balance.

gor. The fee

could be included

as part of the

total loan. Maxi-

mum loan BC$30,000.

prepayment per-
mitted without
penalty.

One year premiwin 1971,

collected in
advance.

Six
mortgages

wexre in the

first stages
of foreclosed

on April 15/72

loan value.
Appraisalts fce
(1% of house
value). (1% loanm
value as comrit=-
ment fee.)

III X3NNY
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SOURCE AND COST OF FUNDS - HOUSING MORTGI‘.GE INVESTMENT

Capital Savings Operational Profit ?ﬁzilzqeggt%§3:f1)
Total Shares: . Being a building society 1969: EC$3,256.78 1569: EC$794,800
1069: EC$375,700 no authorized capital is 1979: EC$40,617.32 167D0: EC$765,800
19703 EC$407’620 needed. Shares (Forxce 197i: No information 1971: EC$747,400
1971 EC$417’7S9 . Savings) with a penalty available. Average lecan EC$26,000
The total numbér of : for late payment pays a : ’

p 3% dividend calculated
Shareholders in April
the balance at each
72 was 726. The organi- on
zation started opera- . quarter. Average maturity

tions 1941, -+ of shares 13 years.

Authorized capital: .. Loans 1970: No operations Total loans for new housing:
L 1971: No information available 56

Capital paid as of Total C.D.C.'s loan: ' )

12/31/70- EC$96,000 EC$3 million

For purchasing of old hcoir'sess
4
For repairs: 2
- The above figures do not
» include 42 rortgagcs in the
test cost: 7% developrent called Annesville
= built by the company :.n:i that
has confronted serious r.rket-
ing problens.

Company incocporated in’  Total disbursed as of March 31/
1969, Czl *72: EC$1,156,000

TIT-KINNY

2 Jo T 29ed
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LENDING POLICY

Loan/Value Ratio

Interest

Term Insurance

Delinquency Fees

The St, Vincent

Building and )
'.oan Association
: ~

- -

The St. Vincent
Housing Finance
&). 3 Ltd. N

66/100 - No limit

" in the value of

.

loans ~ Loans only
made to sharenoldexs.

80/100 - This ratio
can be increased if

_a 21% of the loan

value is paid as an
additional commkt-
ment fee. The‘fee
has to be paidptior

" to the making of the

loan. Maximum loan
value EC$30,000.
Loans made to qualify
mortgagors.

8% per annum
calculated on
quarterly

basis. Interest
can be increased
upon approval by
the Governnent.
(Maximum 10%
under present

- law), '

~—

8% pexr annum
calculated on
the declining
balance.

-

.the amount prepaid

Maximum 10 years.,
Repayments are
permitted without
penalty. Level

of prepayrent
increased consid-
erable in 1971 and

Comprehensive
insurance re-
quire (fire,
earthquake,
tidal wave,riot,
etc.) It has a
cost of EC$4,80
per thousand.
was higher thgw

amount lent.

Maximum 20 years. Fire insurance

Prepayments are mandatory-Life
permitted without insurance
penalty opticnal,

Solicitor's fee
(11% of loan
value as a naxd=~-
munm) s

Six foreclo-
sures since
operation
started. 2%

of interest
due as penalty.
For the first
month in ar-
rears, 1% of
the intcrest
due plus
petalty there-
after - 253
monthly income
to monthly pay-
ment ‘ratio. -

No late pay- Solicitor's fee
ment. Penalty Anpraisal's fee
33% of monthly (In loans for
income to construction EC
monthly payment$25 per visit by
. construction
inspector).,

IIT XANNY
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SOURCE AND COST OF

GAENADA

FUNDS - HOUSING MORTGAGE INVESTMENT

Capital

Savings

Operating Profit

Investment in Mortgages for
Housing

Share Cavital
1969: EC$565,000

1970: EC$656,051 -

1971: EC$744,621
Dividend paid: 10%

Maturity: 8 years :

Authorized at Ghe
end of 197 : ECS1
million.

Capital issued:
EC$365,000

The Association has
developed a source of
capital through the
Special Deposits Account:-
1969: EC$643,000
1970: EC$746,000
1971: EC$890,000
Fixed deposits can't be
for less than 6 months
and interest is paid at
the rate of 6% (calculated

at the end of each semester)
in deposits of ECS$10,000 or
less and 63% over EC$10,000.

Savings (regular)
millions EC$)
1969: 2.3

1970: 2.6

1971: 2.7

Fixed deposits were started

1969: EC$6,980
1970: EC$3,129
1971: EC$1,670

1 1969: EC$52,600
1970: EC$44,700
1971: EC$46,500

in 1971 and the amount accumu-

lated was EC$82,000

1969: EC$1,294,974
1970: EC$1,477,491
1971: EC$1,574,819 "

(outstanding)
11

No. of Borrowers

1969: 235
1970: 227
1971: 221

Total number of loans as of
April/72

EC$10,000 and under 90 (new houss)
over $10,000 to 20,000-47
EC$20,000 to EC$30,000 11
BEC$30,000 to EC$40,000 9
EC$40,000 to EC$50,00C 4

over EC$50,000 6

Total - 167

Total mortgage investment in
housing finance in 1971

EC$491,900 with a total of 25
loans.

2 Jo T adud
0~cT 3TqFuXd
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LENDING POLICIES

Loan/Value Ratio

Interest

Term

Insurance

Dzlinquency

Fecs

Grenada Build-
ing and Loan
Association

Grenada Co-
operative
Limited

- fungds.

60/100 on rare occa-
sions 66/100, Masxi-~
wumn loan determined
by availability of
No advances
for construction are
made. A lettzr of
commitment is issued
to mortgagor after
loan is approved to
facilitate aebtention
interim financing.

60/100., Maximum
loan determined by

availability of funds.

No advances for
construction.

10% per annun.
Interest payrant
made on quarterly
basis (on the
balance at the end
of one quartcr).
Principal repaynent
made on equal month-
ly payment but can't
be less each year
than 5% of the total
principal due. In-
terest can't be in-
creased during the
first five years of
mortgage.

10% per annum calcu-
lated on quarterly
outstanding balance.

No more than 5
years, Associa-
tion normally
allows the re-~
financing of out~
standing balance
at the end of the
S years period,
It seems that a
mor tgage balloon
arrangenent 1is
used, Prepay-~
ments are permit-
ted with a 3
months interest
penalty.

Open end mor tgage
Amount due to be

repaid on demand

by the Bank,

Comprchensive
fire, hurricane
earthquake.
Cost around
EC$4/1000

Comprehensive
fire, hurricane,
earthquake,

One of two
cases of
foreclosure
per year.
Penalty 1%
of monthly
amount due,

<
No .
data avail-
able from
Rank but
late pay-
ments have
incrcased
considera-
ble in the
last months,

Legal cost for
the Association
(no more than
EC$40). Solied.-
tor's fee (Maxe-
imun 1% of lom
value). BC$25
for each apprak:
sal.

Solicitor's .
fee. Appraisal.
fee, f

2 3o g a%ed
0~2T 3FqrUXd
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AID-DLC/F-9L42/2
ANNEX 3V
CARIBBEAN DEVELOPMENT BANK Exhibit 1
Page 1 of 2
ORDINARY RISOURCES ;
STATEMENT O SUBSCRIDTIONS O CAPITAL STOCK
AND YOTING POWIER
DECEMBIR 31, 1971
EXPRESSTD IN UNITED STATES (1969) DOLLARS (NOTHLS A)

MENIBER AUTIORISED CAVITAL PAID UL CAPITAL
Pereent
& of
Shares Total Amount Amount

Regional States & ‘Tervitories

Jitmaica 2.240 224 11,200,000 5,600,000
Trinidad & Tobago 1,540 15.4 7,700,000 3,850,000
Bulamas 660 0.6 3,300,000 1,650.000
Guyana 480 4.8 2,400,000 1,200,00¢
Barbados 280 2.8 1,400,000 700,00
Antigua : 100 1.0 500,000 . 250.000
Biltish Honduras [00SE T 500,000 250,000 ¢
Dominica 100 1.0 500,000 250,0C0
Grenada 100 1.0 500,000 250,000
St. Kitts/Nevis/Ansuilla 100 1.0 500,000 250.000
St. Lucia 100 1.0 500,000 250,C00
St. Vincent 100 1.0 500,000 250,000
:\’[l‘:ll'il.‘r[':ll. 25 .25 125,000 62.500
British Virgin Islands 25 : .25 125,000 62.5300
) Caymin Islands 25 .25 125,000 62.500
Turks & Caicos  Islands 25 .25 125,000 62,500

Non-Regional States
Canadn 2,000 20.0 10,000,000 5,000,060

United: Kinzdom 2000 200 10,000,000 5,000,000
7 10000 100.0 50,000,000 25,000,000

*ln accordance with Article 3 Section 4 of the Aureement Establishing the Bank,
these teritories are considered as a single member of the Bank,

24 YV
LIV




CARIBBEAN DEVELOPMENT BANK
ANNEX IV
ORDINARY RESOURCES Exhibit 1, Page 2 of

STATEMENT OF SUBSCRIPTIONS OF CAPITAL STOCK
AND VOTING POWER

DECEMBER 31, 1971
EXPRESSED IN UNITED STATES (1969) DOLLARS (NOTE A)

AMOUNT RECEIVED OR TO BE RECEIVED  VOTING POWER =
In n .\'n|1-,\‘1[1‘ln|i;1'lr!u Callahle Per
In Currency Nom-Nevotiable  Non Inierest- ortion of Number Cent
et e ARECRUA SO I ORI A Votes Toal
1,008,000 - s 1,003,000 5,600,000 2.390 19.52
493,000 (693,000 = = 3,850,000 1,690 13.80
297,000 — 165,000 132,000 1,650,000 810 6.61
216,000 = 216,000 e 1,200,000 63() 5.14
126,000 70,000 — 56,000 700,000 430 3,51
45,000 45,000 - = 250,000 250 2.04
45,000 45,000 = = 250,000 250 2.04 ;
45,000 25,000 — 20,000 250,000 250 2.04
45,000 15,000 = . 250,000 250 2.04
45,000 45,000 — — 250,000 250 2.04
45,000 25,000 — 20,000 250,000 250 2,04
45,000 45,000 — = 250,000 250 2,04
11,250 — 6.250 5,000 ( 62,500
11,250 11,250 - = ( 62,500 250+ 2,04
11,250 11,250 — — ( 62,500 ;
11,250 11,250 — - ( 62,500
900,000 500,000 = 400,000 5,000,000 2,150 17.55
| 900,000 500,000 — 400,000 5,000,000 2,150  17.55
3 T_' 4.5(‘1(3,@1‘1&_‘____:._(’:'?__1‘,_7_.1{_1__ 387250 2,041,000 25.000,000 12,250 100,00
I 1
| )

W
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LIABILITIES, RESERVES AND CAPITAL
WSILITIES "
=counts pusable and accrucd cxpenses .. 21,20

wetual for Bank’s contnbution to

persion scheme

SERMVES

rdiniry roserve (Not: G) 14.51=
Losenve agiinst losses on jvans and
guazantees and from currency
davaluations, less amount utilised - €=,255

Sxchanse cqualization rescrve

NSION SCHEME FUND (Note E)

PITAL

Capital Stock (Note )
Authorised — 10,000 «hares of

$5.000 par value cach .. 5
Less: Callable shiares (5,000 shares)

Paid up shares (5.000 sharcs)
Less: Subscription instalments not duc

Advance payment onasubscription

Net income (Note G)

SUIAFLIRI
25, L0

25.00¢), 000
G LA RIS

9.GELUD0O
N6,000

9,896,000
10,455

CARIBBEAN

D1V ELOPMENT

3ANK

ORDINARY RESOURCES

BALANCE SHELT DECEMBIR 31, 1973

EXPRESSED IN UNITLD STATES (1969) DULLARS (NOTE A)

1971

21,204

78,999
30,420

9,906,485

1970

11,432

10.040

21,432

—_—

69.032

69,032

50,000,000
25,000,000

25 Uud, 600
200,000,000

5.0010,000
445,000

5,448,000
14,514

5,462,514

$10,037,108

By =t

T4

U

ASSETS

CASH IN BANKS AND DEPOSITORIES
Cemmaraiil banks
:nt . positorics

INVESTMENTS
Gosomimant soonfilics, 2t cost
{(Face amount 151,652,160)
Time Coposits =nd certficatss of deposils
Acorislaniarest -

Shers hieitine

ACCRULD CHARGES ON LOA™NS

RECEIVABLE ON ACCOUNT OF PAID UP CAPITAL

Non-nczainble, iacst bearing
dem.rd noies iNowe C)

Accrucd inioreat

Amouni reqiired 1o nigintain value
of cerrency holdings (Note D)

DEBTORS AND PREPAYMENTS

, LAND AND BUILDINGS, at cost

Purchase of land and building
Rehabilitation of building

Less: Provision for depreciation .. s

OTHER ASSETS, at cost
Less: Provision for depreciation .. o

PENSION SCHEME ASSETS (Note E)
(Scervgated and held fin trust)
Iavastmient, at cost e
Cash in hand 57 oo

21

=
FRE
Tel (Ehis
Lozl
—_— H.
Tt
E =S
1971 1970
129,038 32,757
522798 69.143
651,836 101,900
1.533.697 1,152,541
4,622,704 3326694
7,836 39,554
2l —
6,25+,239 4,535,729
2,750 =
2,411,899 5600001
358,939 259.566
26,102 10.472
195,616 =
2,992.556 $60,038
39,037 19,618
13,106 2308
6,526 332
50,632 3,632
1,266 —_
49,366 5
20,798 15,13
3,894 S
16,904
21,525 .
2,895 =
30,420 -
$10,037.108 s
RS L,




CARIBBEAN DEVELOPMUENT JANK

SPECIAL DEVELOPMENT FUND ANNEX Ly

Fxhibit 3, Page L of 1
SALANCE Sl AS AT DECEMCIR 31, 1971

ENPRESSED IN UNITED STATES (1269) DOLLARS (NOTID A)

ASSETS

5% Fixed Deposit at Bank ol Nova Seotia Toronto (Can. 1,008,750) $927,373

Accrucd Incone on Fixed Deposit Aceount . 28.329 e
TOTAL ASSETS .. - . .. ‘e .. .. £955,702

T IITIRt '

LIABILITIES

Special Development Fund (Note B) §927,373
Reseeve amainst fosses on loans .. . - 24,273
Due 1o ordinay resourees L . . . 4,051
TOTAL LIABILETIES $955,702

[}




CARIBBEAN DEVELOPMENT BANK ANNEX TV
ORDINARY RESOURCES Exhibit 4
AR 3 i ‘ . O T TR Page 1 of
STATEMENT O INCOMN AND EXPENDITURE
FOR 1180 YA BNNDED DECEMBIER 31, 1971
ENPRESSED EN UNITED SEATES (1969) DOLLARS {\(_)Il. A)
1971 1970
INCOMIE e D
Income lram investments o 406,331 210,849
Income from interest bearing l.l..ll‘l md I'tnlu i 36,266 14,672

Income [rom loian — Commitment ch ae o 2,750 —

445,347 225;521
ENXPENDITURE A

Administrative expenses

Board ol Governors i e 3 7,198 13,421
Board of Dircctors - . e 16,028 7,598
23,220 21,019

Stall
Suliries AL s = i 169,764 86,000
Contrihutions - to stall bhenels e s 20.819 13,246
Allow.nees = ol A, o 31.742 20,730
el N o S h o - 27,710 45,912
Consultants o e e 4 7,078 465
257,113 169,353
Other adpinisiaamneg eypenses LR

Supplies and cquzpment 7 i " 9,151] 3,792
Communicition:, e 48 i 11,124 5,137
Publicittions wind |1|m|m|' N e 16 9,567 2,903
Oilice oceipancey o o P ) 3,245 800
Depreciation s 5% o 25 4,078 1,082
Insurance - e ¥ 5 843 235
Other expensces o 5 5 S 12,540 6,686
50,548 20,635
Contyibution to United Nations st
Development Programme cost Ao ot 40,000 —
370,887 211,007
[ eas: Allociraed Lo
Catadian Acriculivzal Fuod 1 e A 11,325 —
Specidl Development Fund o A o 4,051 —
15,376 =
355,511 211,007
89,836 14,514
Ruscive dintinst losses o loans and guarantees find
from currency devainations G0 5% 5 6 79,351 —
NET INCONE S$10,485 S 14,514
22




CARIBBIAN DEVELOPMENT BANK ANNEX TV
e T YR Ta Fxhibit 5
f R 1A R 0 . 1 A
SPECIAL DEVELOPMENT FUXND Page 1 of 1
STATEMENT OF INCOME AND EXPENDITURE
FOR THYE PERIOD FEBRUARY 17, 1971 TO DECEMBER 31, 1971
EXPRESSED EN UNTUED STATES (1969) DOLLARS (NOTLE A)

Income from Investment $28,329
Less: Propottion of administratve expenses . - 4,051
Transfer to Reserve acuinst losses on loans . 24,278
28,329
30
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Loan Commitments Made By The Banlk

Conntry and
I'urpose

BAITANMAS
Water Supply

DOMINICA
Aariculture
Agriculture

GRENADA
Agariculture

JANMAICA

Beach reelimation road
S, VINCENT

lolel

(ii)

BRELCISEE TIONDURAS

IZI-:-;hicil)'
PDONTINICA

Industrial Estate

Small industry loans

MONTSERRAT

Sl industey loans

and industrial estate
ST KIT'TS-NI:VIS-
ANGUILLA

Smull industry Joans

Industrinl Estate
ST. VINCENT
Small industry loans
Industrial Bstate
(iii)
DONINICA
Livme Improvement

GRENADA

Farm  Improvenent
MONTSERRAT

Farm: [mprovenient
ST, KITTS-NEVIS-
ANGUILTA

Eiarm Improvement

ST, LUCI\
Farm Improvemeit

ST VINCENT
L Tmproyement

CANADIAN AGRICULTURAL

Borrower

ORDINARY RESOURCES

Government

15, A, Laville Plantations Ltd.
Armone (WL L,

W, and J. Branch
Government

Sunset Shores Ltd,

SPECIAL DEVELOPMENT FUND
Government

Avricultural and Induostrial
Development Bank

Auavicultural and Industrial
Development Bunk

Developinent Finanee and
Marketing Corporation

Development qnd: Finance
Corporation

Ditto

Development: Corporation
Ditto
TUND

Agricultueal and Industrial
Development Bank

Avticultural Bank

Development Finanee and
Marketing Corporation

Development and Finanee
Corporation

Auricultural and® Industrial
Biank

Aaricultiral and
Cooperative Bank

4 OU 1969 parity; USSL = E.C. $2 4

17

ANNEX IV
Exhibit 6
Page 1 of 1
Durme 1971
Amount Rile
LS § -+ it
650,000 850
97,012 §laca
175,685 84294
59,975 8Y:2¢%
1,202,400 S0
136,000 1090
1,528,320 160
110,500 4G5
150,0C0 40
100,000 4%
125,000 4%
§1,135 165
250,000 45
83,000 400
250,000 6%
250,000 465
100,000 456
250,000 4%
250,000 470
250,000 4%




ADMINISTRATIVE BUDGET

FOR THE FINANCIAL YEAR 1972

(expressed in United States dollars)
US &1 = EC $2

1. BOARD OF GOVI'RNORS
I, BOARD OF DIRECTORS

Travel
Staff Scrvices

lI. STATF

Salarics

Contributions to Stafl Bencfits
Allowances

Travel

Consultants

IV. UN.D.P. PERSONNEL
V. OTHER ADMINISTRATIVE EXPENSES

Supplics Equipment
Communications
Publications & Printing
Depreciation

Ofic: Occupancey
Insurance

Other Expenses

TOTAL

February, 1972

ANNEX 1V
Exhibit 7
Page 1 of 1

Financial Year

1971

Bulect Actunl
12,000 7,198
15,000 16,028
14.000 16,028

1,000
357,750 257,113
230,000 169,764
33,750 20,819
49,000 31,742
444,000 27,710
1,000 7,073
40,000 40,000
55,950 50,548
7,000 9.151
$.000 11,124
15,000 9,567
4,850 4,078
6,600 3,245
500 843
14,000 12,549
480,700 370,887

I8

Finaucial Year .
1972

Budaet

9.000

15.000

14,000
1,000

413,975

263,000
45,000
43,225
57,750

5,000

> 20,000

64,500
9,500
9,000

16,000
5,000

11,000
1,200

14,800

524,47





