
Key Points
 → Property disclosure offers a 

potential tool by which buyers 
could become informed about a 
home’s history of flood damage and 
its exposure to future flood risk.

 → Property disclosure to inform 
buyers about flood hazards has been 
entrenched in public policy in many 
other jurisdictions, but this approach 
has not been embraced in Canada.

 → An effective flood risk property 
disclosure regime requires accurate, 
up-to-date and publicly available 
flood risk maps, clarification of 
legal liability associated with 
disclosures and a neutral third 
party to prepare and distribute 
property disclosure information.

Introduction
Flood risk management is a strategic framework that 
involves modifying the probability and severity of flooding 
through preventive measures, while also reducing the 
vulnerability of people and property to flood-related impacts 
(Alexander, Priest and Mees 2016). In Canada, all levels 
of government have begun embracing risk assessment 
as the basis for setting protection priorities, combining 
multiple policy instruments to reduce flood risk (such as 
public education, warning systems and so on) and sharing 
the responsibility for flood protection and recovery with 
businesses and individuals. These policy priorities reflect 
a key principle of flood risk management: since absolute 
protection from flooding is impossible, stakeholders 
(including individual property owners) must accept some 
responsibility by, for example, knowing their flood risk, 
subscribing to and heeding flood warnings, and adopting 
property-level flood protection measures (Sayers et al. 2015).

In order for individual property owners to play a 
meaningful role, they must be made aware of their 
property’s flood risk and accept that they have a role in 
managing it. Improving public awareness of flood risk is 
an important step toward meeting Canada’s commitment 
to the Sendai Framework on Disaster Risk Reduction. This 
2015 international agreement identified “understanding 
disaster risk” as its first priority for signatories, arguing 
that “policies and practices for disaster risk management 
should be based on an understanding of disaster risk in all 
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its dimensions of vulnerability, capacity, exposure 
of persons and assets, hazard characteristics 
and the environment” (UN Office for Disaster 
Risk Reduction 2015, 14). All too often, however, 
property owners affected by flooding claim that 
nobody told them about the risk they faced. 

In the aftermath of major floods, it is common for 
victims and advocates to call on governments to 
better communicate flood risk to potential property 
buyers, so that they can make informed decisions 
and undertake protective measures (Weisleder 
2013). In response to enduring problems stemming 
from the 1997 Red River flood in Manitoba, for 
instance, a report commissioned by the provincial 
government recommended that previous flood 
damage to properties should be disclosed during 
real estate transactions, to protect buyers (Neufeld 
2009). Similarly, after major flooding in Alberta 
in 2005, a provincial flood mitigation committee 
recommended that “a notification system be 
established that will inform any potential buyer 
that the property is located within a designated 
flood risk area” (Groeneveld 2006, 3). 

This policy brief examines property disclosure as 
a potential tool to improve public understanding 
of flood risk and support disaster risk reduction. 
It begins by discussing the importance of having 
accurate information in assigning responsibility 
for flood risk reduction behaviour. The second 
section explains the role of property disclosure, 
which is followed by a more detailed discussion of 
its use in flood risk management. The third section 
discusses some of the challenges associated with 
property-level flood risk disclosure in practice. 
The final section provides some recommendations 
on how property disclosure could be made more 
useful for increasing public awareness of flood 
risk and for informing purchase decisions. 

Responsibility for Flood 
Risk Management 
In the spring of 2016, researchers at the University 
of Waterloo surveyed 2,300 Canadians, with 
representation from all 10 provinces. The survey 
targeted homeowners living in areas defined 
as high risk by the Flood Damage Reduction 
Program, an intergovernmental floodplain 
mapping initiative that operated between 1975 
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and 1999.1 Questions probed respondents’ sense of 
responsibility for flood management, awareness 
of their property’s flood risk, adoption of property-
level protection measures and attitudes about 
the communication of flood risk information. 

Although 83 percent of respondents believed 
that individuals have a responsibility to protect 
their property from flood damage, most were 
not aware of their flood risk. Only six percent 
correctly answered that their home was located in 
a designated flood risk area, and only 14 percent 
reported that they lived in an area vulnerable 
to flooding. With this low awareness of risk, 
it was perhaps unsurprising that less than 30 
percent of the respondents had implemented 
property-level protection measures such as sump 
pumps or water-resistant building materials, and 
about half were not willing to pay more than 
$500 for such measures (which would typically 
cost considerably more than this amount). 

However, respondents also indicated a strong 
appetite for flood risk information and a demand 
to be treated fairly during a real estate transaction 
by receiving accurate information about the perils 
facing their prospective property. Among the 
respondents, 90 percent wanted to know if their 
home is located in a designated flood risk area, 
91 percent agreed that sellers should be required 
to inform potential buyers if their house had been 
damaged by flood and 91 percent agreed that 
sellers of properties in designated flood risk areas 
should be required to inform potential buyers 
about the risk. These findings confirm demand for 
flood risk information, but little is known about 
the design and implications of property disclosure 
as a tool to support disaster risk reduction. The 
following sections describe in more detail the use 
of property disclosure in managing flood risk. 

1 See Thistlethwaite et al. (2017). All survey results discussed in this section are 
from this study unless otherwise identified. More information on the survey’s 
methodology and results are available at https://uwaterloo.ca/climate-
centre/news/canadian-voices-changing-flood-risk-findings-national-survey. 

Property Disclosure 
as a Flood Risk 
Management Tool
For most people, a house is the largest and 
most important purchase of their life. Many 
considerations influence the decision to purchase a 
home, such as price, layout and nearby amenities, 
and this information is generally available through 
property listing services. To make a fully informed 
decision, however, potential buyers also require 
information about latent defects and risks that 
are not readily visible through routine inspection 
but could entail significant expense to remedy. 

Disclosure Rules Vary in Canada
Property disclosure involves the voluntary or 
mandatory release of information about a property 
that is salient to a potential buyer’s decision. In 
Canada, the conduct of real estate transactions is 
regulated by provincial governments, so rules about 
property disclosure vary across the country. In 
every province except Alberta,2 the provincial real 
estate association offers a form that asks sellers to 
disclose, to the best of their knowledge, whether 
the property is subject to various conditions that 
could influence a potential buyer’s decision. 

Sellers in Saskatchewan, for instance, complete 
the Property Condition Disclosure Statement, 
which includes general questions about the home, 
such as whether it contains an unauthorized 
accommodation or asbestos insulation and 
whether there are any structural defects causing 
leaking or other water problems in the basement. 
Similarly, New Brunswick sellers complete the 
Residential Property Disclosure Statement, in 
which they disclose general property information 
— whether there are any easements, heritage 
designations or restrictive covenants, for 
instance — but also environmental conditions, 
such as whether there is radon gas, a buried 
fuel storage tank or asbestos on the property.

2 Alberta sellers once completed a form called the Residential Property 
Disclosure Statement, but the Alberta Real Estate Association decided in 
the early 2000s to discontinue its use for property transactions.
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Forms in some provinces cover specific hazards. 
For example, the British Columbia Real Estate 
Association’s Residential Property Disclosure 
Statement asks sellers to disclose whether 
the property has been used as a marijuana 
grow operation, and the Manitoba Real Estate 
Association’s Property Disclosure Statement 
asks them to indicate whether the building 
contains aluminum wiring or mould. Such 
information is valuable in that it notifies the 
buyer about the risks associated with the 
property — aluminum wiring is associated with 
elevated fire risk, for example — but also about 
repairs or upgrades that might be needed. 

Other Jurisdictions’ Experiences 
Property disclosure offers a potential tool by 
which buyers can become informed about both a 
home’s history of flood damage and its exposure 
to future flood risk (Lightbody 2017). Openly 
communicating flood risk information enables and 
motivates individuals to take protective action 
and support risk reduction. Moreover, from an 
ethical standpoint, individuals should only be held 
responsible for managing their flood risk if they 
have been empowered through risk information 
to act in their own best interests (Doorn 2016).

In other jurisdictions, the value of using 
property disclosure to inform buyers about flood 
hazards has been recognized and has become 
entrenched in public policy. In the US state of 
California, for instance, property sellers have 
been required since 1998 to complete the Natural 
Hazards Disclosure Statement, which informs 
potential buyers if the property is located in a 
“special flood hazard area” — the 100-year flood 
zone designated by the Federal Emergency 
Management Agency, in which flood insurance is 
mandatory — or in an area of potential flooding 
due to dam failure, as designated by California’s 
Office of Emergency Services (Detwiler 1998). 

Similarly, the Illinois Residential Real Property 
Disclosure Act requires all sellers to complete a 
disclosure report, in which they must indicate 
whether they are aware of recurring basement 
flooding and whether the property is located 
in a floodplain (Illinois 1994). In Alaska, sellers 
are required to complete a detailed Residential 
Real Property Transfer Disclosure Statement, in 
which they must state their awareness of whether 
the property has flooded (and give its official 
flood zone designation), as well as say whether 

there has been any damage to the property or 
structures from flooding (and other hazards) 
(Alaska 2014). The Australian state of Victoria 
requires that property owners prepare a “vendor’s 
statement” that informs buyers whether the local 
municipality has designated the area at risk of 
flooding and whether further redevelopment 
or additional land use has been prohibited.3 

Whereas property disclosure statements in some 
Canadian provinces, such as Manitoba, Quebec and 
New Brunswick, ask sellers whether the property 
has sustained previous damage from flooding, only 
Ontario’s Seller Property Information Statement 
includes a specific question about current flood 
exposure: “Is the property subject to flooding?” In 
their current form, therefore, property disclosure 
statements in Canada provide inadequate 
information for buyers to make educated decisions 
about flood risk. Should property disclosure be 
formalized as a tool of flood risk reduction? There 
are a number of policy-relevant issues to consider.

Formalizing Property 
Disclosure: Policy 
Considerations 
One policy consideration is whether property 
disclosure should be voluntary or mandatory. 
Mandatory property disclosure has some 
advantages, including a higher rate of compliance 
among sellers and greater consistency in the 
information that is available to buyers when 
comparing properties, which creates a “level 
playing field” among sellers (Lefcoe 2004). In 
all Canadian provinces, however, sellers are not 
legally obligated to provide property disclosure 
statements, even if the buyers request them. 

Lawyers and real estate professionals are divided 
as to whether sellers should complete the forms 
(Bruineman 2013). Some argue that completing 
the forms provides transparency for buyers about 
potential costs they might face, which avoids 
unpleasant surprises (and potential litigation) 
after the sale, whereas failing to complete the 
forms makes buyers suspect that information is 

3 See www.floodvictoria.vic.gov.au/faq/houses-and-property-and-floods.
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being concealed (Colbert 2016; Weisleder 2009). 
Others argue that property disclosure increases 
the likelihood of legal disputes between buyers 
and sellers, because a seller often interprets the 
document as a warranty, despite the disclaimer 
that it is provided for information only (Aaron 
2013; Rumack 2013). The ambiguity around the 
importance and meaning of property disclosure 
statements — and the assignment of liability 
in the event that a buyer perceives the seller 
has concealed information — inevitably leads 
to inconsistency in their use and, therefore, 
in their utility for flood risk management. 

A second policy question is whether sellers can be 
expected to understand what information is needed 
on the forms and to have adequate knowledge 
to complete them truthfully. In all provinces, 
the property disclosure form directs sellers to 
complete a series of questions or statements 
to the best of their knowledge, normally with 
response categories that include “Yes,” “No” and 
“Don’t Know.” For most of the information fields 
on the form, such as whether major repairs or 
renovations have been completed, it is reasonable 
to expect the seller to know the answers.

Flood risk information, on the other hand, is 
generally of poor quality and is difficult to access. 
For instance, the Flood Damage Reduction Program 
identified more than 900 communities across 
Canada as “designated flood risk areas,” meaning 
they were subject to recurrent and severe flooding 
(Natural Resources Canada 2017). However, as the 
survey conducted by the University of Waterloo 
researchers demonstrated, few Canadians (six 
percent) know whether their property is located 
in a designated flood risk area (Thistlethwaite et 
al. 2017), so they could honestly answer “No” or 
“Don’t Know” to a question asking them to disclose 
whether their property is “subject to flooding.” 

This finding suggests that sellers must first have 
access to accurate, up-to-date flood maps if 
they are to be expected to know and disclose 
their properties’ exposure to flooding. The 
alternative is that sellers would need to seek 
out this information from experts who have the 
requisite knowledge. In California, for example, 
George Lefcoe (2004, 243) found that “most sellers 
have no practical alternative other than to pay 
specialized firms $50 to $100 per transaction 
to provide the required information” and 
estimated that California sellers were spending 
up to US$54 million per year on the reports.

A third policy question is whether disclosure of 
previous flood damage or current flood risk will 
harm property values. Although the common 
perception is that it will, empirical analysis of this 
relationship suggests that the effect of disclosure 
on property values is marginal and temporary. 
For instance, based on seven studies of variations 
in property prices before and after flood risk 
disclosure in Australia, Canada, New Zealand and 
the United States, Stephen Yeo (2003) found no 
price effect in two cases, a modest decrease in 
property values in three cases and a slight increase 
in property values in the remaining two. While 
this finding improves the political feasibility of 
flood risk disclosure, it raises questions about 
disclosure’s value for flood risk management, 
since disclosure should be expected to reduce the 
value of property in high-risk flood areas to limit 
demand for resale or redevelopment in these zones. 

Recommendations
Analysis of the suitability of property disclosure 
as a tool to reduce exposure to flood risks reveals 
that it must be aligned with existing policy 
frameworks to be effective. The following three 
recommendations identify ways of ensuring 
that an expanded policy concerning property 
disclosure is coherent with the existing real estate 
and local land use regulatory frameworks. 

Resolve the legal ambiguity over flood risk liability 
through coordination among governments, the real 
estate industry and the legal community. If flood 
risk disclosure is considered “information” that 
does not attribute liability, it is unlikely to be an 
effective risk management instrument. However, 
there is uncertainty over who should be responsible 
for the liability associated with risk, given that the 
owner is not responsible for the development of 
the property and a local government has permitted 
the land use. According to the 2016 University 
of Waterloo survey, 64 percent of respondents 
believe governments should be responsible for 
compensating property owners for flood damage if 
they have allowed the owners to build in high-risk 
areas (Thistlethwaite et al. 2017). Unfortunately, 
this liability is difficult to attribute to one level 
of government, even though municipalities are 
responsible for regulating development. For 
example, provincial and federal governments 
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regularly fund rebuilding in high-risk flood 
areas (Stewart 2016). This ambiguity demands 
coordination among the legal community, all 
levels of government and the real estate sector.

For disclosure to be effective, flood risk maps 
must be made publicly available. To ensure 
that a property owner or other stakeholder has 
the knowledge necessary to inform disclosure, 
standardized flood risk maps must be made 
publicly available. Without this information, 
disclosure is unlikely to be accurate or consistent 
across jurisdictions (Sandink et al. 2010). For 
example, Canadian provinces use different 
floodplain designation standards to inform land 
use. If disclosure was implemented, provinces with 
more stringent floodplain regulations could face 
a competitive disadvantage in property markets, 
because there would be a higher density of property 
and population in risky areas. Coordination 
among the provinces — which are primarily 
responsible for flood mapping — and the federal 
government is necessary to ensure a consistent 
approach that is understandable to Canadians. 

Flood risk disclosure should be managed by a third 
party, to avoid conflicts of interest. A third-party 
organization may be necessary to manage flood 
risk disclosure, to avoid situations where a property 
owner or real estate official has a disincentive 
to provide information on flood risk. Under the 
current system, the onus is on the property owner 
and real estate representative to disclose flood 
risk, which they often perceive could limit demand 
for the property, thereby creating a conflict of 
interest. Other property information is publicly 
available in Canada through the online Multiple 
Listing Service (MLS) database, which enables 
comparison of properties. Provinces or the federal 
government could develop information based 
on comparable flood risk maps and require that 
the MLS system also disclose this information. 



7Buyer Beware: Evaluating Property Disclosure as a Tool to Support Flood Risk Management

Works Cited
Aaron, Bob. 2013. “Bizarre form warns 

against signing SPIS form.” Toronto 
Star, March 28. www.thestar.com/life/
homes/2013/03/28/bizarre_form_warns_
against_signing_spis_form.html.

Alaska. 2014. Disclosures in Residential 
Real Property Transfers. 2014 Alaska 
Statutes Title 34, Chapter 34.70.

Alexander, Meghan, Sally Priest and Hannelore 
Mees. 2016. “A framework for evaluating 
flood risk governance.” Environmental 
Science & Policy 64 (October): 38–47.

Bruineman, Marg. 2013. “Still ripe for litigation.” 
Canadian Lawyer 37 (9): 23–25.

Colbert, Yvonne. 2016. “Selling your home? What 
you need to know about property condition 
disclosure forms.” CBC News, October 20. 
www.cbc.ca/news/canada/nova-scotia/home-
sales-disclosure-real-estate-1.3809879.

Detwiler, Peter M. 1998. “Show and Tell: The New 
‘Natural Hazard Disclosure Statement.’” 
California Real Estate Reporter 1998 (2): 1–6.

Doorn, Neelke. 2016. “Distributing responsibilities 
for safety from flooding.” Edited by 
M. Lang, F. Klijn and P. Samuels. E3S 
Web of Conferences 7, article 24002. 

Groeneveld, George. 2006. “Provincial Flood 
Mitigation Report: Consultation and 
Recommendations.” Edmonton, AB: 
Provincial Flood Mitigation Committee. 
www.aema.alberta.ca/images/News/
Provincial_Flood_Mitigation_Report.pdf.

Illinois. 1994. Residential Real Property 
Disclosure Act. 765 ILCS 77, P.A. 94-280. 
www.ilga.gov/legislation/ilcs/ilcs5.
asp?ActID=2152&ChapterID=62.

Lefcoe, George. 2004. “Property Condition 
Disclosure Forms: How the Real Estate 
Industry Eased the Transition from Caveat 
Emptor to ‘Seller Tell All.’” Real Property, 
Probate and Trust Journal 39 (2): 193–250.

Lightbody, Laura. 2017. “Home Sellers Should 
Disclose Flood History and Risk to 
Buyers.” The PEW Charitable Trusts. 
January 17. www.pewtrusts.org/en/
research-and-analysis/blogs/compass-
points/2017/01/17/home-sellers-should-
disclose-flood-history-and-risk-to-buyers.

Natural Resources Canada. 2017. “Federal 
Floodplain Mapping Framework.” Version 
1.0. Ottawa, ON: Natural Resources Canada.

Neufeld, John E. 2009. “Vendor Disclosure in Real 
Estate Transactions: A Proposal for Reform.” 
Winnipeg, MB: Government of Manitoba. 
https://digitalcollection.gov.mb.ca/awweb/
pdfopener?smd=1&did=18604&md=1.

Rumack, Martin. 2013. “Disclosure forms: confusing 
and controversial.” Real Estate Magazine, 
July 29. www.remonline.com/disclosure-
forms-confusing-and-controversial/.

Sandink, Dan, Paul Kovacs, Greg Oulahen and 
Glenn McGillivray. 2010. “Making Flood 
Insurable for Canadian Homeowners: A 
Discussion Paper.” November. Toronto, ON: 
Institute for Catastrophic Loss Reduction 
and Swiss Reinsurance Company.

Sayers, Paul, Gerry Galloway, Edmund Penning-
Rowsell, Li Yuanyuan, Shen Fuxin, Chen 
Yiwei, Wen Kang, Tom Le Quesne, Lei Wang 
and Yuhui Guan. 2015. “Strategic Flood 
Management: Ten ‘Golden Rules’ to Guide 
a Sound Approach.” International Journal 
of River Basin Management 13 (2): 137–51.

Stewart, Briar. 2016. “Rebuilding Fort McMurray 
homes on flood plain a ‘poor decision,’ says 
hydrologist.” CBC News, October 6. www.
cbc.ca/news/canada/edmonton/rebuilding-
fort-mcmurray-homes-on-flood-plain-a-
poor-decision-says-hydrologist-1.3793374.



8 Policy Brief No. 131 — May 2018   •   Daniel Henstra and Jason Thistlethwaite

Thistlethwaite, Jason, Daniel Henstra, Shawna 
Peddle and Daniel Scott. 2017. “Canadian 
Voices on Changing Flood Risk: Findings 
from a National Survey.” Waterloo, ON: 
University of Waterloo Interdisciplinary 
Centre on Climate Change. https://uwaterloo.
ca/climate-centre/sites/ca.climate-centre/
files/uploads/files/canadian_voices_
on_changing_flood_risk_fnl.pdf.

UN Office for Disaster Risk Reduction. 2015. “Sendai 
Framework for Disaster Risk Reduction 
2015–2030.” Geneva, Switzerland: UN Office 
for Disaster Risk Reduction. www.unisdr.org/
files/43291_sendaiframeworkfordrren.pdf.

Weisleder, Mark. 2009. “The ‘truth’ about property 
disclosure statements.” Real Estate Magazine, 
December 4. www.remonline.com/the-truth-
about-property-disclosure-statements/.

———. 2013. “Floods Raise Questions about Buyer 
Inspections.” The Toronto Star, August 5, sec. S9.

Yeo, Stephen. 2003. “Effects of disclosure of 
flood-liability on residential property 
values.” Australian Journal of Emergency 
Management 18 (1): 35–44.



Did Trade Liberalization Go Too Far? Trade, 
Inequality and Unravelling the Grand Bargain

CIGI Paper No. 168 
James A. Haley

This paper reviews the history of trade 
liberalization and the effects of freer trade on 
US labour market outcomes. It is motivated by 
the rise of economic nationalism, evident in the 
United States and elsewhere, which threatens the 
international “architecture” of trade, economic 
and financial arrangements that has been erected 
over the past 70 years. The paper argues that 
these effects do not necessarily imply that trade 
went “too far.” Addressing the challenges posed 
by political populism and economic nationalism 
requires a consensus on domestic policies and 
changes to the international architecture that 
facilitate this policy framework.
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Smaller firms tend to perceive sustainability 
to be more important, both personally and to 
their company, than do larger firms. Actions 
that address social issues appear to be more 
important, and more likely to be implemented, 
than do actions addressing environmental issues. 
More effective policies to accelerate sustainability 
transitions in small businesses must be tailored 
to the capacity constraints specific to small and 
medium-sized enterprises and their perceptions of 
sustainability benefits. 

Key Points
 → Smaller firms tend to perceive 

sustainability to be more important, 
both personally and to their 
company, than do larger firms.

 → Actions that address social issues, 
such as employee well-being and 
inclusivity, appear to be more 
important, and more likely to be 
implemented, than d0 actions 
addressing environmental issues.

 → Community reputation is the most 
frequently cited motivator of progress 
on sustainability, while increased 
profits comes in a close second.

 → More effective policies to accelerate 
sustainability transitions in small 
businesses must be tailored to the 
capacity constraints specific to small 
and medium-sized enterprises (SMEs) 
and their perceptions of sustainability 
benefits. In addition, sharing 
lessons learned from transformative 
small businesses around the world 
will assist in this transition. 

Introduction
Designing and implementing coordinated solutions to 
sustainability challenges, including climate change, has 
traditionally been the territory of national governments 
through mechanisms fundamentally shaped by international 
negotiations. This effort has often been paired with a 
patchwork of subnational, but nonetheless government-led, 
efforts to regulate, tax and otherwise control greenhouse 
gas emissions. Increasingly, even in the context of these 
international state-to-state negotiations, calls have been 
made to more effectively harness (and theorize) the 
governance capacity of non-state actors, including civil 
society groups and private sector organizations. While 
it is clear that the authority and legitimacy to govern 
sustainability do not rest solely in the government’s hands, 
but rather are contested and constructed as the process of 
responding to sustainability challenges unfolds (Bulkeley 
and Schroeder 2012), we are faced with important questions 
about the capacity of other groups to deliver solutions that 
may offer a greater likelihood of meeting ambitious targets. 
This is especially true when the breadth of sustainability 
challenges is considered, including water quality, biodiversity, 
waste production and social justice. The private sector is 
one such group that can offer solutions to these challenges, 
shape consumer preferences and even influence policy 
(with all the contentious ethical implications this entails).

Incremental approaches to pursuing sustainability in 
the private sector, however, such as corporate social 
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It has been almost two years since the US Congress 
enacted the Puerto Rico Oversight, Management, 
and Economic Stability Act (PROMESA), a law 
designed to facilitate the recovery of Puerto Rico’s 
finances and economy. And yet, these many 
months later, there is little progress with the debt 
restructuring or fiscal reforms to report. To allow 
for discernible progress before PROMESA hits 
its two-year anniversary in June, the Financial 
Oversight and Management Board for Puerto Rico 
should undertake steps in the next few weeks to 
certify a comprehensive and robust fiscal plan for 
Puerto Rico.

Key Points
 → The Financial Oversight 

and Management Board 
for Puerto Rico (FOMB) 
should quickly move to 
certify a fiscal plan that 
specifies the cash flow 
available to debt service 
so that negotiations can 
begin over the distribution 
of losses among creditors.

 → Puerto Rico’s tax-supported 
debt should be reduced 
from about US$45 billion 
to about US$6 billion, with 
debt service fixed at about 
US$350 million a year.

 → Contingent payment 
obligations, such 
as GDP warrants, 
should be avoided.

Introduction 
It has been almost two years since the US Congress enacted the 
Puerto Rico Oversight, Management, and Economic Stability Act 
(PROMESA), a law designed to facilitate the recovery of Puerto Rico’s 
finances and economy. And yet, these many months later, there is 
little progress with the debt restructuring or fiscal reforms to report. 

To allow for discernible progress before PROMESA hits its two-year 
anniversary in June, the FOMB should undertake steps in the next 
few weeks to certify a comprehensive and robust fiscal plan for 
Puerto Rico. Importantly, this plan should specify the aggregate cash 
available for debt service, so that the debt restructuring process 
can move on to the resolution of thorny intercreditor issues.

This policy brief suggests one way to do it. The idea is to reset the size 
of Puerto Rico’s debt so that the US territory’s debt service burden as 
a percentage of its own revenue approximates that of the 50 states. 
This approach suggests creditor recoveries of about 13.6 cents on 
the dollar and annual debt service capacity for Puerto Rico of about 
US$350 million a year. This brief also advises against the use of GDP 
warrants as part of the solution on both policy and technical grounds.

The discussion begins with an update of events since the passage 
of PROMESA, as well as a short summary of the structure of 
Puerto Rico’s debt. It then moves on to the debt restructuring 
proposal, followed by a discussion of the use of GDP warrants.
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Building a Cohesive Society: The Case of 
Singapore’s Housing Policies

CIGI Policy Brief No. 128 
Beatrice Weder di Mauro

This brief shows how Singapore’s social 
integration policies, in particular the housing 
policies, have been instrumental in reducing 
residential segregation among ethnic groups. At 
independence, Singapore faced race riots and 
very poor initial conditions, but built a wealthy 
and cohesive society in only five decades. The 
provision of almost universal public housing, 
combined with an ethnic residential quota system, 
was instrumental in this achievement. Public 
housing in Singapore is affordable and attractive. 
In addition to the ethnic quota, it promotes social 
integration by mixing types of flats and income 
levels, providing quality shared public spaces and 
services and ensuring that no neighbourhood 
becomes disadvantaged and is left behind.

Key Points
 → At independence, Singapore faced 

race riots and very poor initial 
conditions, but built a wealthy and 
cohesive society in only five decades.  

 → The provision of almost universal 
public housing combined with an 
ethnic residential quota system was 
instrumental in this achievement.

 → The quota system was introduced 
in 1989 in response to evidence that 
ethnic groups tended to re-segregate. 
It was implemented mostly through 
the flow of new public housing to 
minimize the impact on exiting 
owners and to increase acceptance.  

 → Public housing in Singapore is 
affordable and attractive. In addition 
to the ethnic quota, it promotes 
social integration by mixing 
types of flats and income levels, 
providing quality shared public 
spaces and services and ensuring 
that no neighbourhood becomes 
disadvantaged and is left behind. 

Introduction: A Case Study in 
Successful Social Integration
The reasons for the rise of populism in the West are still 
debated intensely. Besides educational, regional and 
structural divergences, a racial element and xenophobia 
are increasingly seen as contributing factors.1 A common 
characteristic of any successful populist platform is that 
it plays the “we against them” theme. This tune may 
have nationalist or racist colours, exploiting deep-seated 
resentment and fear. By splitting society and creating 
social distress, it can even lead to social violence. 

Singapore is an interesting case study on dealing with 
and overcoming ethnic and racial divisions. In its short 
history as an independent state, Singapore has succeeded 
in forging a cohesive society in a country that was born 
among race riots. Singapore is a multinational and 
multicultural society with three main ethnic groups: 
Malay (15 percent), Indian (seven percent) and Chinese 
(76 percent) (Strategy Group, Prime Minister’s Office 
2017). Social inclusion and overcoming racial segregation 
were key concerns of the government at independence 
and continue to be central pillars of policy today. Policy 
makers in Singapore are constantly stressing the need for 
sustained social policy to counter the natural tendency 
of people to segregate along ethnic lines. Deputy Prime 

1 See, for instance, Serwer (2017). 
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Issues and Challenges in Mobilizing African 
Diaspora Investment

CIGI Policy Brief No. 130 
Cyrus Rustomjee

The costs of financing African development, 
including infrastructure and the United Nations’ 
Sustainable Development Goals, are escalating, 
intensifying the quest for new innovative sources 
of financing to meet these costs and close existing 
financing gaps. African diaspora populations are 
growing, as are their savings and the scale of 
resources available to reinvest in their countries 
of origin. Yet, until recently, African countries 
have made little substantive progress in attracting 
these savings. Several key actions, catalyzed and 
supported by the African Development Bank 
and other development partners, can generate 
substantive new and additional resources from 
diaspora savings, helping to finance infrastructure 
and other development costs.

Key Points
 → The costs of financing African 

development, including infrastructure 
and the United Nations’ Sustainable 
Development Goals (SDGs), are 
escalating, intensifying the quest 
for new innovative sources of 
financing to meet these costs and 
close existing financing gaps.

 → African diaspora populations are 
growing, as are their savings and 
the scale of resources available to 
reinvest in their countries of origin. 
Yet, until recently, African countries 
have made little substantive progress 
in attracting these savings.

 → Several key actions, catalyzed 
and supported by the African 
Development Bank (AfDB) and other 
development partners, can generate 
substantive new and additional 
resources from diaspora savings, 
helping to finance infrastructure 
and other development costs. 

Introduction
African countries face major challenges in securing the 
financing and investment needed to attain the SDGs. 
Given current public and private levels of investment, 
annual shortfalls in available financing to meet their 
SDGs is estimated at up to US$210 billion (United Nations 
Conference on Trade and Development [UNCTAD] 
2016). The AfDB estimates needs amount to US$130–
$170 billion a year, with an annual financing gap in the 
range of US$68–$108 billion (AfDB 2018). Faced with 
these challenges, many African countries are exploring 
innovative new sources of financing for investment to 
supplement traditional domestic and external resources. 

An increasingly important source is annual diaspora 
savings, which can be transferred from workers living 
abroad to recipients in countries of origin. These private 
transfers can take several forms, including remittances, 
direct investment by migrants and diaspora bonds. The 
most recent estimated global aggregate savings was 
approximately US$497 billion in 2013 (World Bank 2013). 
The opportunity to tap these savings is continually growing, 
with the global diaspora — the number of officially recorded 
persons born in one country who are residing in another — 
increasing by over 10 percent, from 232 million individuals 
in 2013 to over 257 million in 2017 (United Nations 
Department of Economic and Social Affairs [UNDESA] 2017).

Policy Brief No. 130 — April 2018

Issues and Challenges in 
Mobilizing African Diaspora 
Investment
Cyrus Rustomjee

China and the SDR: Financial Liberalization 
through the Back Door

CIGI Paper No. 170 
Barry Eichengreen and Guangtao Xia

This paper analyzes the motives for China’s 
special drawing rights (SDRs) campaign. Shedding 
light on the motives behind the campaign 
requires placing the SDR issue in the context of 
Chinese economic reform. It requires relating 
the issue to changes in China’s international 
economic relations and analyzing Chinese 
officials’ approaches to managing those changes. 
And it requires placing the SDR in its historical 
context — acknowledging that China’s views of 
the SDR have a long history and understanding 
how those views have evolved over time — as this 
paper seeks to do.
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About the Global 
Economy Program
Addressing limitations in the ways nations 
tackle shared economic challenges, the Global 
Economy Program at CIGI strives to inform and 
guide policy debates through world-leading 
research and sustained stakeholder engagement.

With experts from academia, national agencies, 
international institutions and the private sector, 
the Global Economy Program supports research 
in the following areas: management of severe 
sovereign debt crises; central banking and 
international financial regulation; China’s role 
in the global economy; governance and policies 
of the Bretton Woods institutions; the Group 
of Twenty; global, plurilateral and regional 
trade agreements; and financing sustainable 
development. Each year, the Global Economy 
Program hosts, co-hosts and participates in 
many events worldwide, working with trusted 
international partners, which allows the program 
to disseminate policy recommendations to an 
international audience of policy makers.

Through its research, collaboration and 
publications, the Global Economy Program 
informs decision makers, fosters dialogue 
and debate on policy-relevant ideas and 
strengthens multilateral responses to the most 
pressing international governance issues. 

About CIGI
We are the Centre for International Governance 
Innovation: an independent, non-partisan 
think tank with an objective and uniquely 
global perspective. Our research, opinions and 
public voice make a difference in today’s world 
by bringing clarity and innovative thinking 
to global policy making. By working across 
disciplines and in partnership with the best 
peers and experts, we are the benchmark for 
influential research and trusted analysis.

Our research programs focus on governance of 
the global economy, global security and politics, 
and international law in collaboration with a 
range of strategic partners and support from 
the Government of Canada, the Government 
of Ontario, as well as founder Jim Balsillie.

À propos du CIGI
Au Centre pour l’innovation dans la gouvernance 
internationale (CIGI), nous formons un groupe 
de réflexion indépendant et non partisan doté 
d’un point de vue objectif et unique de portée 
mondiale. Nos recherches, nos avis et nos 
interventions publiques ont des effets réels sur le 
monde d’aujourd’hui car ils apportent de la clarté 
et une réflexion novatrice pour l’élaboration des 
politiques à l’échelle internationale. En raison 
des travaux accomplis en collaboration et en 
partenariat avec des pairs et des spécialistes 
interdisciplinaires des plus compétents, nous 
sommes devenus une référence grâce à l’influence 
de nos recherches et à la fiabilité de nos analyses.

Nos programmes de recherche ont trait à la 
gouvernance dans les domaines suivants : 
l’économie mondiale, la sécurité et les politiques 
mondiales, et le droit international, et nous les 
exécutons avec la collaboration de nombreux 
partenaires stratégiques et le soutien des 
gouvernements du Canada et de l’Ontario ainsi 
que du fondateur du CIGI, Jim Balsillie.
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