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PROJECT TITLE: BARBADOS PRIVATE INITIATIVES IN HOUSING 

PROJECT NUIBER: 538-0081; 538-HG-002 

FUNDING PERIOD: 09/06/82 - 12/31/87 [GRANT] 
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1470,000 GRANT 

IMPLEMETiN3 AGENCY: MINISTRY OF HOUSIN- AND LANDS (MOHL) 
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1. PUTLPOSE:
 

To shift the initiatives for production of housing for.low income
 
families to private developers and individuals by the provision of
 
financing for the purchase of modest homes and for home
 
improvements; assist government to move away from the direct
prodiction of housing; provide for expanded lot and home ownership
by pr-jidinq part4al financing to carry out the Tenantry Purchase 
Act of 199.
 

II. BAC-,3,D ID : 

In..s-e er 1982, the Government of Ba.*bados (GOB) and USAID 
entcer into a, agreement to implement a Housing Guarantee (HG)
Project, "Private Initiatives in Housing" designed to improve the 
availability for low income families for financing the purchase of
 
new homes, home improvements and house spots >orchases.* 

A $'_0 million loan (533-H--002) and a companion US $320,000
tec',nical assistance "]rant (538-0081) were made available to the
GOB. The Housing_ Planning Unit (HPU) of the Ministry of Housing and
Land,: (NDHL) was responsible for administering the project and 
agree-] to contribute in kind office space and support services to
 
the Housinq Advisor to cover costs of the HG Project staff. The 
purp 1oof the original grant was to finance technical assistance 
ano :ratnini, to scppDrt implementation of the HIC loan project, to 
expand the institutional capability of public and private shelter 
institutions and to assist- in the develomoment of a comprehensive
nation,1 ho Lng po-licy. The technical assistance was devoted to
imrv-ng te roject mrngn~r.nt and administrative capabilities of 
the MYK- , e and private lendJ-rs participating in the HGan-i pn.lic 
pros rd-:. 

Ho:se spots are rented lots used solely for chattel houses that 
tenantry residents live in and own. 
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In August 1986, an additional $150,000 was added to the original
 
grant amount increasing the total grant to $470,000, and the PACD
 
extended to December 31, 1987. The purpose of the increase was to
 
continue supporting the training and technical assistance required

for the Housing Guaranty Project. These activities included
 
seminars and workshops for private sector developers and builders
 
who needed assistance in building low cost housing.
 

The first evaluation of th- 41 prhj',,ii'),7 cted in May 1985 
concluded that the grant was effective in meeting the objectives of 
the HG shelter program, and .recomendedadditional resources be made 
available to support continued implementation. 

RHUI)D/CARBr.Z w:ns resronsile for the overall management and 
administration of the Housing Guaranty Program and the Office of
 
Housing (PREAii) was responsible for the management of the technical
 
inputs.
 

ROCwas resn-ble for the administration and management of the 
Grant Funds anj acte! as primary liaison with the Office of Housing 
and 	the Governrment of Barbados on the overall program. 

III . SITIVYIS AND A'CC(-'.: 1 !,TS 

The project wh:-iesqned to be carried out by existing finance 
institations throujh three tyfjus of sub-projects: 

1. 	Home imrivment Loans, (.'i,) orogram provided through five
 
conercial banks, (Royal Bank of Canada, Caribbean Commercial,
 
Nova Scotia, Canadian im)rial and the Barbados National Bank) 
and three credit unions, (Puhlic Workers, Teachers and Purity) 
to finan-e hne inproverrents and additions. 

2. 	Mortgaue lo~s program provided through the Barbados Mortgage 
Finance Company (BM.': ) and the Caribbean Comnercia] Trust 
Compan, to -I low cos tnow heine:,. 

3. 	Tenantry ]nt purchase progrAn prroviled through the Barbados 
National Bann: (BNHB) to support the Tenantries Freehold Purchase 
Act (TFO) of 1980. 



The origtpa1 allocation of the proceeds ofteU$1 ilo loan
 
<and the ~guantitative goalsstabl~ished for the project were:
 

* A. Loan 	 Budget Component
Component 	 Allocation ~Goal 

($00s)(N'umber of Loans Expected) 

Hane Improvement Loans 5,000 t 	 2500-- A 

Mortgage Loans 3,000 	 500 

Tenantry Lot Y L
Purchase Loans 2,000 1000~A 

Total 	 10,000 ~ 4000~~~-~ 

B. Grant Component Budgets Budget____ ________ Disbursement 

Asitne27105 	 342 337 -5"-I' 

Tann6140 101 10 
Commuodities 22 5 2 2 

320 50~ 47 	 7
 

Attachment 1 includes 5the detailed allocations of the4USlO million
 
Housing Guaranty, Loant . Rev~ision of bug,in llocatiuVnFand* Rlt~flffann 

output made~durinimpleentaton are also illustrated. ~ ~ "-~ 

AHousing Credit Fund (HCF), saffed 5with five persons,,was set up
Swithin the MOL to implement the p~roject, Rather than relying~on: reflows

to" repay 'the HG 'loan, the GOB decided t' us the loan proceeds to ~-
,,capitalize' 	 -fundthe HCF- as1 a revolving for housingandt repay the loan
 

~ from general revenues. . ~'55 -s'S 
 S 

Eltigible project beneficlare ere liie tohoseolsearnin 
less, than US$48,000 (the median income). Initially toasr h o

-i --s'~tincome character. of .the program, hom~e iprovement loans, ou.ld not exce 
US$4100O an mortgage loans ouQd~not exceed US 12OOO and thevalite of 

; ~~houses"f inaned, 6ould not -exceed 1 I'S 0' These requirement ee 


mbdi t~he mim~tum~ loa affordable t,aIaiy t ht~ totrfle 
incomecbaed on unerwiing cr rita fiaca inttuinsue4The new requiremnt was tat Vthe house b~e valued. at 6 2,00 

1 -l e n' U S -$ 

'4 "5-4 
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WAs of~Deceiber 31, 1987, C edn totalled US $O0iInilon of 
____w ih-a o t' as- rornl 

reflows,. , 

7 The grant~was used to fund a full-time PSC to the MOHL t(u assist for 
2 1/2 years inthe'iplejmerntation of the:'HG p'roject~and a variety of
 
technical assistance and training activities.~ 

Besides financing the full time PSC, the gant funds have been usedi~
for, -provision of developenta ass~isac ,to the HFcanutriaton 
HCF and MOHL fi'nanclal ,and research data ; .,ehia asisacto cr~6eit 
unions, t he Barbados Credit' UnipLeau'annh-B ; trinn 'seminars~ Yfor builders and lenders;:rinn ofGRsaf-atclry:safo 

Barbados whichn wererprto used sin'o the developmnt 'of ',the1 National Houising ;~~~~1eer~p~~s6~osnpolnsi Planth.OL 

HG Loan and Grant Accomplishments I 

The HG Project has made an~important, contribution. to; the~expansion"A' 
of financing for low income householders.-Mr~haS$ million has 
been m~ade available to almost 3,700 lower-incOlne borrowers to, buy or A ' :'' >'
 

bWild new homes or improveS the homes 'of, existing home owiners. 1A'large<~
 
percent age of bor rowe rs ea rn less than, 80 percn~t. of : he. median~i 1ncoire~~-

Lender experience with repayments has'.been,g'ood.' H orwr eamn 
rates are similar to those of lenders ofJ'regula'r borrowers, 

1. lqlrtgage Loani Component -

A total of $3million dollars,was initially allocated to,)the 2:'~>< 

mortgage component'. Based on an average 'loani<fI ok -101this.amount +>' 
wo~uld have f inanced 273 loans over 'the life of the prjet ecembe IAAOn 

- 31, 1987, the Project Assistance CopeinDtfa,.ba f27Mrgg 

escrow funds totalling $4.2 million 'and,941loais'ttalling44 illion 
fromn recirculation of funds. 'HG funds have been'lent totwo<entitlesr"'
 
the--Barbados Mortgage FinanceiComany(BMFC),l the subsidiary '6f the 
Barbados National',Bank, and the' Caribbean Cormercial T s: (CCTI) ,

2. Home Improvement Looan Ccnmonent I'I-

Five million dollars was allocated to'this sub-comVonent1 and aagoal 
a ' )- of 4 HG fundsI'2$500Aloans over the life of the project wasaestabli'shed'# 2
have been onr lent' to five'2commercial banks, three credit ,uhosn th 

Barbados. Credit Union League, insn h, 

' ' Since'the program began,'13407 loans hae bee disbursed mainly by
ti~ Coinnercial Banks totaling $6.2 illion,~ < '~< yY ~ 

The large scale of 7he.Iprogramf and the genermlly positive attitude 
oflender8 to the'program-suggests thattlre ~is lrg pool of low6 

aregodredt issA stdycompeted in the, mddle of 95soe 
thtbroes ersne a1broad cross-etiofte lo incme, 

I> ultin Mor t"han 90 percent of the loans wen to borwr earnin 
ess'
 

http:CopeinDtfa,.ba
http:Planth.OL
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than US $7,000 (the median is US $8,000) and more than half of the loans
 
went to borrowers who earned less than $5,000. 
 Over 44 percent of loan
 
applicants were classified as service workers. 
The second, third and

fourth most common types of employment were skilled workers (15%)

clerical workers (11 percent) and agricultural workers (10 percent).

Amounts bWrrowel were $1,500 - $2,500 and only 5 percent of the loans
 
were under $500.
 

3. Tenantiy Loanjj Component 

Initially U.S $2 million was allocated to this component which was 
not used to thr extent contemplate ]. This is primarily due to the low 
cost of p_cha.ng p tion tenantry lots and the priority given by the_a


MOHL to prcotinl the porchase of low ost plantation plots versus higher
priced lots locate: in urban area:A. Over the life of project some 1400

households nave pirchase: their plantation house spots for cash at an

averarie of aNut $300 
 (land is sold at $.05 per square foot) and the use 
of the b)rrowit r-flecha is proved unnecessary. As of 31 December, 1937
abot 200 Winea1t loan appiications for lot purchases in urban areas 
wor 4-ny .rn,'0 ,'b thn - bain: National Bank. 

ile tGo n 1n,- has nmt beer. active, the object ive of the
Tenantreos Freehold Parchnn, At have been achieved and many of the 
recipients V 07m imprvamont lon:, financed by the HCF have bought
their hosse . t! the ,roe- of these loans. 

The final evaluation of te'project (Feborarv 1988) stated that a
significant number of t 1enefits accriing would not have been made
without the proj.t-. Some of th, developmental impact resulting from,

this program to Barh n are:
 

]. Physc( be-,nnfity of a :t 3,400 home improvem nt loan? and 237 
new hou-'. were completed with HG funds. 

2. A ,ational Ho,;ing Plan w " *Kvelope&1. The Minisury of Housing
adopted thi. plin and the Govrnrt''rnt of Barbados. plans to 
incorp>)rate it in tho overa ll five yeai plan. 

3. Th, ,:,-vrr- 51YH theiri b ,i increare loan activities to the ,lower incn -'.' i,,,t r t.fL zr:t., and foon ! the defailt rates 
to 1,, n,,"d'CU j.t,], i1I i ,m* to thiH ;itiye e>:!op sure the 
coMa far.,: s increased lending with their own fonds to low 
insyir, i,)rrowrr. Th, bWks have built up the historical record 
to ct "m W'deal with tis new group. 

http:p_cha.ng
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4. A highly professional cadre of trained personnel has been
 
developed at the HCF which will have a long term impact on
 
housing policy. This is a major institutional development of
 
this project. The HCF was developed as the GOB housing finance
 
facility, the organization responsible for allocating the
 
original HG funds and reflows among the project sub-components.

Its 	success has led to GOB decision to turn it into a statutory

body.
 

5. 	RDO/C has built up the capability and acquired the experience in 
assisting the OECS region in strategic planning for possible AID 
assistance. 

V. RECY'E: DATI0: 3SFOR CO:: INUI,3 MO'NITORI X 

The Housing Credit Fund (HCF) of the Ministry of Housing and Lands
 
continues to supply RDD/C and RHIUi)D/CAR with quarterly reports of its
 
activities. 
PRWUO continues to support the evolution and implementation

of the institutional and policy initiative started under the HG project.

These include (a)targetting G.Y housing assistance to low income groups,

(b) promt ng ani expanding the role of the privatc sector in the
 
provision units an! financing for low 
 incom-e roup's, (c) improving the

3rbasoc)s h-.g finance system particularly through expanding the role
 
and effec .enes of to H77-., an! (1) improvin the capability of the
 
....and other W asing'a,'noier to make opt imi i ce of available
 
resoircec, n and im,eo-nnt programr andnmrnitor the sectors

?'r f Or;m rice
 

'r1n 	 final 19,8 eva.atlo:, rec a tr will te used by AID's Office of

Housing and Urban Pronran, (PRK/H), the C ibean Regional Housing and
Urban Develop:ent Officv (RTJD)'/CAP) and the Regional Development Office
for the Caribe>?an (R>)/C) ac inputs into futire project designs and
decision.t about now hoaucinc programs in the Caribbean. It also provides
useful information for ctn.,r don rs convider in shelter assistance to
Barbados. The eva]'lation recjc ul continu l assistance toK& 	 technical 
HCF 	as Wt.ona term influence oN housing policy will be important. 

V1. LES9!)NS LEAR.ED 

I. 	Government controlled financial re.ources (e.g. BMFC, HCF, reHC)
should be (]irocted only at those beneficiaries below a specifiedlevy!.
 

2. 	Governr,:nt si ,qi dec rdhld only fl o t" hneficiarie:; at 
the bW f rf: t. i ii :;<*trum 

3. 	Govrnrwvntin).;! fN) pr-i:cipal ly on planning an I providing
financial in'ic.oW to priva te s:;-or b uilders and not on 
con truct in. A.I-re or re:ol act ivit ios or on joint ventuare 
pro.]ramr. Thorp ar,, 1,ow,,ver, are:; whore the private sector 
will not [W i ld and who re Gove r n nlrt operat ed:]pro, ra s, s it es and 
servicy:; or be ,tv;ry sholdcor, unit :;wi nTcet< . ,m -(hvr:u'
consider a turn-kLy qqicT. in providinna; ,Nitl rirr 

http:in'ic.oW
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4. 	Home improvement loans should form an important component of any
 
program are a cost effective wasy to improve housing stock.
 
Only a very small number of units are not salvageable and, 

,properly administere a hane irn:rovement loan prog:ram, can be a 
rapid an] ea way tt rn:ve m-)noy through the private sector. 

5. 	Adequate ec, ,,iC rrvt. t ion shil, assi t to induce the private 
sector to enter th, low in)c(one m-arket which is perceived to be 
risky an! less profitale. 

6. 	The project_ ,]. wi- pipropriately simple with a limited 
namlw r of ey--t. ,:- '[},) rovidel ontinuity daring project
impl eme:mta t i o. 

7. 	 The evaluation r.e' rL states that the Techncal Assistance 
component was "well justified" and "cost effective" and very
instrumental in th, sjccess associated with this project. 

8. 	 Housing finano- wi- not the only constraint to expanding the 
role of the prLv, p-nnor in low cost housing develor.ent,
other const caints inclui.] ,uyers down payment, unavailability
of snal low cost lots an] a general reluctance to build modest 
ur t . 

9. 	 B-rialr < Mortjag~e Finance Corpxoration gained experience in 
leniing to Io' nc,, hone owners, particularly those building 
chattel Oozes. 



ATTACHMENT 1
 

PROJECT ACCOMPLISHMENTS
 

BARBADOS PRIVATE INITIATIVES IN HOUSING 
538-HG-002 - $10 million LOAN
 
538-0081 - $470,000 GRANT
 

1982 

Original Original Revised 
 Revised 

Budget PP 
 Badget Planned
Loan 	Components Allocation Outnuts1 
 Allocation Outputs 


(No. 	of 
 (No. of 

loans) to 
 loans) to
($000) be made ($000 ) be made 

1. Home Improvement 

Loans 	 5,000 2660 
 7,000 2000 


2. Mrtgage Loans 3,000 400 3,000 230 


3. 	 Ternantry Lot
 
Pd chc1 2e :Loans 2,000 1000 
 2/ 1000 


picA: 	 10,000 4060 10,000 3230 

3IE-rICArPIES -- 16,240 
 --- 12,920 

1. 	 Ryirod on tY, mediurr income, the figure illustrates the number of
loan,,-,i e 1 to h(. financ7d under the Wd, et allocation. 

2. 	 $7 mlli o,- .7i i*, to Hm."- t 1nrov;n-aT)ojpwas alsO exr* cted 
sdJ: ,,_,rt it en:, ' "r ,ri 

3. 	 "Benef iciarie " or c1('.1icated as four pers'n2 per household 
t.eO,,f i tt in from -<c' loan. 

Actual Dis-
Actual bursements 
Outputs from Escrow 
31/12/87 1' '31/87 

(No. of
 
loans)
 
made ($000)
 

3407 6,000
 

237 4,000
 

1414 2/
 

5058 10,000
 

20,232
 

to 


