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SUMMARY DESCRIPTION (continued)

importing or causing to be imported within one year, raw materials, intermediate
goods, spare parts, agriculture inputs and capital goods from the U.S. for the
private sector in an amount at least equivalent to $4.6 million. In addition, a
general covenant will be included in the agreement requiring .he GOB to use the
assistance provided, including local currency allocated by the GOB, in accordance
with criteria agreed upon in writing. This will permit side letters to be issued
which will require (1) the use of A.I.D. assistance in a manner which will not
cause injury, or the threat thereof, to the production, marketing, or pricing of
U.S. agricultural commodities or products; and (2) the implementation of certain
provisions of the draft authorization markup for the FY 1982 supplemental agreed to
by the Administration.

The dollar loan will be repaid in 25 years with a 10-year grace period. The
interest will be 21 during the grace period and 3% thereafter.
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BELIZE BALANCE OF PAYMENTS LOAN

I. StMMARY AND RECOMMMATIONS

A. Recommendation: It is recommended that the AA/LAC authorize a loan of
$4.6 million from Economic Support Funls to provide balance-of-payments
assistance to the Government of Belize (GOB). A request for a supplemental
appropriation of Economic Support Funds (ESF) to finance this program was
approved by the Congress and signed by the President.

B. Summary Justification: The Government of Belize is faced with two
sets of economic problems: (1) a balance-of-payments shortfall and low
foreign exchange reserves, and (2) a deteriorating fiscal situation and a cash
flow deficit on central goverrment payments. The proposed program loan will
assist the Government of Belize to cover its foreign exchange shortfall and
buttress its foreign exchange reserves. Thiis, in turn, will enihance both the
external and internal creditworthiness of the country. The longer term
objective of this program is to enable the GOB to improve its domestic
financial situation including the provision of funding in its public sector
investment program.

It has been determined that- non-project assistance is the most appropriate
mechanism to use bc 'use of the need to respond quickly to the current
requirement for foreign exchange. A cash transfer is recommended because of
the need to accelerate disbursement in order to impact rapidly on the
balance-of-payments problem.

Within two years of disbursement of the proposed loan, the GOB will be
asked, as a condition of the lo-in, to allocate the local currency equivalent
of $4.6 million to a special account to be used] primarily to provide
counterpart to public sector investment projects supported by external donors
and such other projects as s.hal Ix? agree] upon by the GOB and A.I.D. Of this
amount, the equivalent of U.S. .1600,000 will be set aside (1) to support
private voluntary organi2 ations operatinq in Felize ($450,000) and (2) to
assist public sector offices improve their accounting and buxgetary procedures
and carry out policy sttylies (t150,000).

C. SumN.mIry Con-ditions and Covenants:

I . Iernding Terms ax Intrest Rite - Ihe Borrower shall pay the loan
to A.I.D. in U.S. dollars within twenty-five (25) years from the date of first
disbursement under the lon includin, a Irace period of not to exceed ten (10)
years. Ihe [)rrower shal 1 r-'y interest. at the rate of 2% per anum during the
grace period ard 3% thereafter. Irt rest sfhlll 1,v payable semi-annually. The
firsit ipaym'Int of interest shall lxe due anid payable no later than six months
after lifsiurnement of the l(a1.

2. epvvmvrnt - 'Th I lrr( *ewor shiill repa'y to A.I.D. the px inclpal
within twenty-i ye P&) yEiarl; from tho date of loan dinbursement, in
approxitwitoly t-tial nsefi-annui iin5tallment ; of principl aryl interest. The
firnt installme it of prinicljip i fi1all ie payal)le 9 1/2 years after the (late on
which the first Interet payii 'nit i; luo.
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3. Conditions Precedent to Initial Disbursement - Prior to the
disbursement under this Loan, or to the issuance by A.I.D. of documentation
pursuant to which disbursement will be made, the Borrower will, except as the
Parties may otherwise agree in writing, furnish to A.I.D., in form and
substance satisfactory to A.I.D.:

-- An opinion from an appropriate official of the Borrower stating that
the Loan Agreement has been duly authorized and/or ratified by, and executed
on behalf of, the Borrower, and that it constitutes a valid and legally
binding obligation of the Borrower in accordance with all its terms.

-- A statement representing dnd warranting that the named person or
persons have the authority to act as the representative or representatives of
the Borrower, together with a specimen signature of each person certified as
to its authenticity.

4. Oovenants - The loan agreement will include the following
covenapts:

A. Local Currency Special Account(s).

(1) The Borrower agrees to establish a local currency
special account, or accounts, at the Central Bank of Belize to be capitalized
with the local currency equivalent of AID's dollar disbursement hereunder,
using the highest lawful rate of exchange existing on the date of local
currency deposit. The account(s) shall be capitalized, front the date of Loan
disbursement, on the following schedule:

Within 6 months The equivalent of U.S. $ .5 million
Within 12 months The equivalent of U.S. $1.5 million
Within 18 months The equivalent of U.S. *3.0 million
Within 24 months TIhe equivalent of U.S. t4.6 million

(2) The Borrower a j:ees to utie the ftuvds in the special
account(s) to finance the local currency costs of other doxr development
projects or other projects. The Biorrower further agrees to set aside the
equivalent of U.S. *450,000 frei the special account(s) for the support of
private voluntdry organizations operating in Belize, and the equivalent of
U.S. $150,000 to improve the actxontinq arid budgetary procedures of public
sector offices and to assist the GOB to carry out policy studies. Uses of
local currency for all purposes identified herein shall he mutually agreed
upon by the Borrower arx AID.

(3) 'Me Borrower agree to v;ulvit to AID quarterly status
relx)rts which will show act.wl dialiArenw-rntti from the spe.-cial account(s).

13. Crrent &avirljt. The Norrower aigreen to increase the
central Governmon.t current nuivirsjr to the historic ratio of current savimgs to
the Gross DX1entic Prcxluct, anr! the current savingn will be at least B$14.0
million for the Belize Fitical Ytvir 1983/84.



C. Imports from the U- 'S- M,Thflrrower ageathat withintwelve monthsf oft the date of the disbursementbof ,funds under this Agreement, 1'the Borrower 'shall inport~ or cause',t1 be imorted-into Belize raw material s,, 7~ k~~intermediate: goods, spare parts, agriculture'inputs and~ capital igoods ropi tfeUnited States, fQAh -iraejsectoi-namut-t-eas.eqialer4jt- 
7

.. l o a "ftn + *t"ft "' f* ..I...... . .

Lcndb~s1h~ 7Docu t~eid.f/ingiports tr tidothfusprovided under this Agreemeht' shall'beretaned by' th6eent ral Bako Belize,as part of itis Ifile~s;related to~ this Agreement and shall-1be~ made~ available for
review or -audt. within f if teen months of ,thie date 'of disbursemient.I AID offl, ollar funds under this Ag reemt, the Borroiwer agree6s to su]nit to: AID alisat 'of te qsiiported in coipliance with this covenant. .,I ;f;I

Do Use of .S Asistanc.. borrowr will pZU.a Th paxticular ..

[11111 on .- .,, , .- udin . local' du'r: retj, as hereu nder in .: Iaccordance with' such criteria as may be agreed tupon in writing k tee
Parties. (This provision provides...'side letters which can bud to......outlin the agreements reached be6tween the G013 and A.,I.D. concerning avoidance

ofinur o .S grcutuean teuss fbutepatfor purposes 4consistent withSections 103-106 and 123(a) of the FAA.).
5. Wavr No waivers are required. , + -Z ti'i

II. Bac g round. .' .. . . t ......

A. Setting, Belize, a small Central American country about the size.of. fMassachuse-ts, gained its independence from Brita.L'a In Septembe.1981. With a. .population of only 145,'353 in1980, it is the most> sprcely populated countryIloetr ofeic (six 1. leper square kilomieter, or 15 people pir square
It English-speaking and 'maintains strong relationships with otherCaribbean Basin

countries through the Caribbean Comunity (CAR ICCe1)theCr 'DeveopmenBank (Cr8), and ~regional technical orgaizations .- It also maintains strongsocil ~ecoomicbon. wth its close neighbor, Mexico Aw imately 40%-of the population speak Spanish as their first language.

Belizians are an ethnically mixed people# about one-half of whom ,are ofAfrican descent, with another 40% composed of local Indian groups, or a -,-mixture of these Indian groups with Ruropean. The reuining 101 consists ofEuropeans, Chineae, East Indiana#' and Lebanese.

-'The capital of Belize is the now city of B~elmopan, 50 miles Inland fromBeliz. City, the old capital, and telargest city (40,00). Slightly morethan one-hlf of- the population live' in six urban areas. . .The natural - -.population-growth in about 31, although the continu~ing migration of workers,especially to the nited States, reduces thi rate to an actuaal in roreaof
about 1.31. 

-. .I

So* JRCMj Sonomic Growth. Duing the 1970a, the ecornW of Belizne was
~~, characterizea b~y a strong growth performance# averaging St a years* However,
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the economy turned sharply downward in 1981, in part due to poor agricultural
performance, stagnation in the manufacturing sect:or, and the international
economic slump.

The main factor affecting agriculture, which contributes about 20% to GDP
and accounts for about 70% of domestic exports, was the damage done by smut
disease to the sugar cane crop. Sugar is by far the most important export,
amounting to about 50% of exports. The recent production reductions affected
adversely the balance-of-payments for 1981, ,.s the current account deficit
widened to US$39 million (12% of GDP). Despite considerable land resources
(less than 15% currently being farmed) and a climate favorable for
agriculture, Belize continues to import food (approximately 22-24% of total
imports). The cost of food imxrts runs at the level of some $30 million a
year. Efforts are currently underway to expano gricultural production fcr
both extort and domestic consumption. Major ,( j;raints to long-term
development in agriculture include shortage of labor and managers, inadequate
delivery system fcr extension services, lack of both n]jlrt-term working
capital and long-term credit for farmers, inadequate (-nnomic infrastructure,
and a negative policy environment, particularly in the area of price controls.

The seccnd most important sector, iikinufacturing, accounts for about 15% of
GDP and is based primarily on agricultural output. Manufacturing growth has
been affected by saturation of the relatively small domestic market,
uncertainties associated t;ith indeperyence, and government price controls on
some domestically produced goods.

Tourism exhibits considerable potential and accounts for about 10% of
foreign exchange earnings. Nevertheless, an effective tourist plan, Including
marketing approaches and infrastructure requirements, still needs to be
developed.

The nation's economic infrastructure is still in an early stage of
development. Subst'ntial investment in a road network and a new port have
been made by the Government. Road maintenance, however, remains a serious
problem. A new port has facilitated the rapid rise in transit cargo for
Mexico, which accounts for about 40% of all cargo handled and a growing source
of foreign exchange.

The private sector in elize Is an active one. The investment climate is
good arid, although there is some room for developing efficient import
substitution activities, the government strategy is to promote private
investment In the export sector given the small size of the domestic market.

In a clintv of continuitj i olitical titability, future econcinic growth
largely delxrdls on three factors: (1) development )f adequate pxllcies and
removal of certairn dincriminrtory pricef .i)nt ro s to encourage local and
foreign private sector-fin.rict- infrantructure projects; (2) implementation of
various lpiblic iector-firianced infrii;tru,:turt( projeets, anW (3) increased
avallobility of Ix)th ,killed atyd unnkillxd lalx.)r to meet the need for
managerial talt atx] to ciirry out aIricuIture )r(Jrams. Iiowever, given the
contraints found in the Jkilize e(x)t1fy, ,ispecially aihortagon of capital and



skilled manpower, it is unlikely that over the short-term the country ',ilL be
able to return to the strong growth perforimance of the early and mid 1970s.

C. Balance of Payments: In 1980, Belize h]d a balnce-<of-payments
surplus of US 2.3 million and in 1.981 a deficit of US $0.9 million. For 1982
the decline in the net international reserve position is expected to
approxi.aite US 4 million. Gross foreign exchiinge as3tts of the Central Bank
declined from ZiS $10.35 million at the end of the 1981 to US $6.6 million as
of October 13, 1982. In terms of imPort cov-ciage tis, decline in gross
foreign exchan(e assets constituted a reduction from 3.1 weeks to 2.3 weeks of
imlx)rt coverage. Restoration of gross reserves to a position of 6.0 weeks of
import coverage (based upon 1982 imnprts) would require a $10.6 million
increase in the gross asset position. Coverage it this level is deemed a
mirfinum of adequate coverage by major external donors. It is also anticipated
that the 1983 /P deficit will be ilx)uit IS $ 4 million.

Other exterrnal donors have iid i c'at e that the provision of immediate B/P
relief on the order of UIS 4 to 5 million W)uld be welcx'rte as relief to
Belize's current-. B/P problem, p irticularly if it were corditioned as a
requirement for fiscal correction. qle Cal has appliedl to the IM for it
drawing tunter the Compens.tory Finance Ficility (CFl") and] this drawing would
provide approxinvitely tVl milI In in freely disposable foreign exchange.
However, this drawing is itot likely to lx- forthcxming uitil late in the first
quarter of CY 1983 at the earliest.

Table I below on the ilance of Patynent s of Holize, wlich was recently
prepared, suggests the fundamental r(Nsons for the rwing towaird a deficit
balance of jxiymrets position. Nc; can be soen, the zdroitic exlxrts of Belize
declined by alx)ut 22 percent in 1982 ind doiestic irtorts declin(1l about 10
percent. The increased trade deficit was offs.et hy a d mcline in non-factor
service expenditures ard a sinll increase in transfers resulting in no chtnge
in the rrarjnittudf. of leficit on current. ac'(xxlit--438 .6 million for lxth 1981
and 1982. Ilie reduced inflow of J)rivit, ',.ipital ailx ci ginurcial luxin; on
capical accxunl was ;alx) nerirly of fhet iy ;an in( 'reanw (on the net inflcw on
official capitid. 'l~le pic -raott d!anzaer for lNI izv relat.es i t l fact t lat
further ,rosion of the glros;.; reiet vt. if)si t i()) cold il pli r ext er l
credli tw~r t laines; and t uiderminv t he capital ait c int -particulirly in rva jrd to
crcxlits to thw private sector. lt)r t0isi rcaIwi), ,ach i dol lar of E.P assistance
can 1"e viewed as yielding a1 multiple equilvalent in terms of capital account
inft w.
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TAML I

Belize: 13,lllnce of Pdyments

(Million of U.S. VrOllars)

1980 1981 1982

Domestic exr-ts (if goods 82.1 74.7 57.8

Reexports of goods 28.7 44.3 32.7

Tol.1 I1'x/jort,,; of qcxxls 110.8 10.0 90.4

Non-factor servic,, va rninq 10.3 10.5 10.6

Fxports( of xq xhi E n.f.s. 121.1 129.5 101.0

Dnentic irport.,; of q(xh., f.o.b. 121.0 117.7 106.0

Importt; of , xi; for re-,,xpxrt 28.8 44.3 32.7

'!ot t1 Irqx)rt,; (f gc I,; 149,8 162.0 138.7

lcWn-factor s;rvice expzuliturcs 15. 1 14.0 10.4

Inp')rl.; of qIx'xi & n.f.s. 164.8 176.0 149.1

fwt. BacLor Incyme 3.6 4.0 3.8

Trani; fern 14.9 11.8 13.2

BMlllnce on Current Account 32.4 38.6 38.6

Officiel Cipita l 14.1 15.8 18.3

Grnnt.,n ( 5.6) ( .0) ( - )
Irfui ird to'..:t ( 7.7) ( 7.9) (19.0)

It'h, At, ,rt. i.,t 1(1) (-0.6) (-0.7) (-1.9)

Nbl l Vit mlei.,11 D)ititien (1.4) (0.6) (1.2)

('zil luw.ci. ! I,1111i 2.3 2.1 1.1
Pr1vt rli, I' . 6 ,l i.t i: 4 it 22.9 111.6 15.4

Ikilniw, ,,ii ('jilal Acojunt 34.7 36.5 34.6

| e 14 -i, i I i ( i. ( - i: :,A, w) -2.3 2.1 3.0
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D. Fiscal Situation:

Summary Problem. The cash flow problem (i.e., unpaid claims) faced by the
GOB central government amounted to approxinately US $1.75 million at the end
of Septerber -- the half way point in the GOR fiscal year. Over the
Iongcr-tern, the failure of the GOI to increase current revenues atd r&uce
current expdrxiitures will deprive the public sector of the resources needed
for public sector investment. ReVenues in the current Belize fiscal year (FY
1982/83) are alut 9 percent tuxler the initial projection anld much of this
dck li ie is due to the impaict of unfavorable exogerious circtmsatances
(Firticularly the uevaultultion of tLe Mexican peso) arxi the decline in
trade-relatei tax asd custcons revenues on ,-xlx)rts to Mexim. Even though this
los; may he templrary, correct-ive action i; appropriate to ensure that the GOB
hUti the ability to fi wvince it. s pa)lic ii veftltmel t budget.

tliled i s)icu~st ion. 'l1'e current statut (oA the (GO10's fitscal situaition,
preparedt by the (T anld the IMF in A)ril 19112, is provided in Table 2 below.
The an'l ytical l(xJic of thit; table is as; follows: (1) The difference between
current reventue; and current #-xpe litutire; i.; the current surplus. (2) The
ctirrent -tirpluti plus capital reveiu.-; (a relatively niw)r item) constitute all
of ta 1uV.t nox-IXnk fluKIs ava ilatlAe to fimince central government capital
experlitures .-zlxJ tranfers to the ret;t of the pbtAlic sector. (3) '1The other
t ource t of ftubling I )r (apital exxiliture; are foreign grants and 1oanS and
(1olostic til foreigq, bank crditt;. In Ioint of f;ct, the central government's
current surplus accxunts for nearly all of the ravirns of the public sector;
Stee IPM), l'Z1-xinic Wimoratum on kel ize (April 5, 1982), fxtge 2. Public
enterprise:; an a whole ltve luid fml1 (x-ratirq deficits. lxinestic funding
iron th. current surplus ao t. wll is crxlit from the doxestic binking system
ncc(AutI for alxxt 60 percent of ftuwlinq of central qovernvmnt capital
expeniturev during the two recent fiscal yeirs.
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Central Government Operations
(In Millions of Belize Dollars)

Fiscal Year 1980/81 1981/82 1982/83(b)

Current Revenue 80.7 84.9 88.1

Current Expenditures 62.5 72.0 81.4

Wages & Salaries 27.9 34.0

Other 34.6 38.0

Adjustment (Extrabudgetary) - 0.1 - 0.1

Current Surplus 18.1 12.8 6.7

Capital Revenue 1.4 1.3

Available I|ical Funds 19.5 14.1

Capital Eqxnditure (a) 40.3 40.5

Locnl Funlds 24.8 24.8

Foreign Funis 15.5 21.4

(Grants) ( 14.0) ( 15.8)

(JArns) ( 1.5) ( 5.6)

loficit for Dow tlc Financing 5.3 9.5

Central rMnk 2.3 13.6

Cofrfl ri Rankn 7.6 3.6

Ot her 0.5 0.5

(a) Inchuial trainfors to ront of public iecvtor.

(b) navitil iqm M11J I|Kxlptry z.,vitd,) of (x-t#Ao)r 1902.
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The GOB budget law for the 1982/8,3 fiscal' oar projected current revenues
at B $96.S million, current~ expenditures atB Q2*104 million and a currentI
surplus of B $*J5.l iillion., By the end of Auqust it was' evident that the
revenue performance was not conforming to the budgetary ,9rojectibn, and
therefore significant downward revisions, weremade by theGCS3. .These

~retio of 44,04 ilionm. while no dhnem were made in the epedtr
level. the current surplus for the 1982/83 was' therefore, reduced to.*7
million., Baseduon revenue' perforiat'''during the first half of the.982/63
fiscal year, the magnitde 'of downward revision app ears realistic,

somne of the prcblemeresponsible for the cash flow or liquidity crisis ofrecent months "go' beyond the' downturn in "the' world e'm=7 and even the atrn
devaluation of the Mexico peso--which affects GOB revenues by reducin h
re-,export customs duties." 1hese problem include high grwt o iurnt
expenditures,. late reimbursemnt' for epnditure under overseas cooperationprograms, and failure of certain public enterprises to meet, recurrent ,"liabilities. tmeeproblems suggest' the need for,. irprovemntof --the central,government's financial planning and mana gement, s a suggested by the rrecent,
IBRD Eoonomic Nemoranduzn on BDelize (see pages 35736)'. <The erc'sion of thecurrent supu '(falling from &$*18.1 million in FY 1980/81 to B *6.7 Million.
In FY 1982/83), gives rise to three longer-team alterniative prospects. (1) acontinued reduction' of capital expenditursants lowe~r future eocinccgrowthi(2) Increased utilization of domestic' banking 'credits' with the aidemffeot ofreduced availability of credit' tot''' private'sa"""r, or (3) an 'effort to.maintain the historic ratio of current expenditures. "ais most effective meansof acooslishing restoration of a healthy level of current surplus in by smallbut timely adjustments. ''''' '

E. Deeqm Strategy and Resourcest The basic deeliopment strategy ofthe GOB is topod the. eOrdc EM socIal Infrastructure required tstimulate economic development*' leaving to "the" private sector most directInvestment in productive projects. The O's ptiblic sector Investment programis outlined in the "Eccivinio Plant for Delizoo 1980-83", a programudesigned
with th. assistance of the IBM, IMP and IIIDP. This plan reflects a totalbudget for new projectv of' *S 167.0 million for the 1982-SS period. Theproposed public investment 'program for 'this period' Includes about US $60.0
million for directly 'productive projects. 'Thi" high budget level for theproductive sector is' necessary In part bemause of the abseace of~ sufficient.
private sector investment' in agriculture, manufacturing# andS tourism. MeiInvestment budget also Includes funds for "various "transportation, power# andenergy 'projects, s well as' several' social 'infrastructure prog'ram In
education health# housing* and sater and ewerage.

In the past, most bilateral aid has come from the United Kingdomwtich Is still heavily 'Involved' In assisting' Bali"e with' its de4velopmt.
' Moet multilateral assistance has been dhannelled through UN agencies andthrough the Caribbean Developent' fAnk (CB). *of the 50 or so ongoing

development projectso, currently' about on@4Waf are financed throu.gh 'itedKingdom .developmont agencies," Aniother eight receive funditng throiugh, the CmO.other, source of fundang are the LNRP and, CIMA TheEcrpun Soonmid
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community (EEC) is also an active development participant in Belize and has
recently established a resident office in Belize City. U.S. Government
asqistance has been through A.I.D.'s regional program in the Caribbean, under
v.ich Belize has been the largest beneficiary.

Tle Belize Government's priorities for future funlding over the 1982-85
time frame include scine 44 Projects. Tentative funding Sources haive ben
identified for only about one-hal f of these programs. At the present time,
neither the World Bank nor I.DB has any progra ns in Belize, but the World Bank
is currently discussing a rcxd maintenrnce project with the GOB.

III. PIPOSEF.D_ .SSISTANCF AM) PU.,,S.V1

b. Ojective: A.I.I). '; .Jevwlolxiwnt strategy for Belize emphasizes
'bort-term (cx)noiic., stabi i izat-ion supix)rt ari loixier-term economic develop. nt
assistance to , I Low the coLint ry to achieve it measure of sustainable growth.
In support of t:his strattxjy, A..D. prq l ses to provide tlio GOB with a
(luick-!1b:'-rsing cash transfer Ickn. The essential and innediate purpose ofthe p)rolxsd .6t4. 1 million R.pl* pr(xjram is to cover the country's foreign
excl i xe sl)rt fal I and buttress the country's foreign exchange reserves,
th,'reIbY iISSLriry over the short run, the oxternal and interntl
creditn) thiness of the country. Over the Iniiajer term, the projx)sed1 programM)uN leverage act inn by the c(Xi to improve itS firnancial situation (i.e., its
cash flow problems) aryl assure adequate ftVXling of the GOil's public sector
invest meint. proxgriua.

13. Prosxt. d I-? 1983 A.I.D. Nsc'istance: A $10 million ESF aWxt $1.65
million DA program in FY 1983 for Belize is contemplated. Bosides the
proposed $4.6 million cash transfer (provided under the FY 1982 Caribbean
Basin Initiative Supplemental), the following projects make up the programs

(1) Private Sector Rodisiount Mumi. The $5.0 million rediscount fundwill provide esential cre(ITRn to privat s-ctcr entrepreneurs for investmentIn business activities, with emprnnii on export prcducts.

(2) Technical Annsitance for the llousln Guaranty. The $0.4 million
grant will supply -L? a )ropriatc ntf so otincerequired for the
lhuninc; Guranty (Mn) projec-t. 11hitn three-year FY' 19P2 $2.0 million JIG
projet atims at ttr enxjthening the inst itutioi al capacity of the Ilk ize creditunion system in the area of sheilter covnitrc-tion, tb rttionalivition of the
CGovernzrw-nt'a houning delivery m!Pytim, ;it, the prenervation Ahil Upgrading of
the country's thoningw ntock.

(3) Itvf-nto(xk Pr(oh :tmiot l' r(lrail. '11iti $1 .2 :nillion O If ) Il/qramt
pr(xlr sm Iii 1 ,*1 (ev del iqnvl as n ail It rn rtNl ajl )r(i-ch to tie ilitvqrov ,vt1it Of thetI iv,,.tx+. inoctor. lThi n ily1itenvit ir 4;pr)r(ich h wi I i rx'ltrfe prehu-t ivi ty
improv,.awnt.t, crewlit tvni lIihility, nbrk.t heve lon.nt , tin iol icy (')lVtyI.

(4) Pti ivt e Vol unt aly (.itqtfii lt 1 1u i?(,Jrtlt. q TW- $0.3 mill Ion it)
grainti will 1." 1v'aie' i t'ivat o Volit asy orqnnirtion (IV(.)) p ro 'tti in
;riu I t t a.,, tm I I I A i III, lin .10i 1t11 I I , 11 e 111 -1 . Ij -41,mu I it y- N Itv I '.'ve I qv mint

Act iv it 10!,is.



#K~(5) ehnia Asistance for Program 4Developent,- Some $0 .15 million
in rants W47ll also be availa le for project development needs.

Mbe size and composition~ of thisiassistanice prograM has beer developed to;
demontrate the U.S$! Government. a interestin mintaining~ ademocraic,
independent"# economically. viable 1elite, _supp rtati.ve 'of U.S. pol -icies andcapable of maintaining its territorial integrity.

C.Q, I~cal 4Currency Programs, As a ,coznIition to :the BOP loan, the GOB will)
bask~ed to agree toetbihasellaccount within't1heCentral BDank inzto~w>'hich the GOB will allocate local ,currency Iin -anl amo unt' equivalent to at least,$ 4 4.6 million.- Thes~e local currency funds-wiould priMarily be'used~ for thepurpose of providing local counterpart -fina , wng~ for publib" sector~ inv~estment Wprojects approved and supported by external, donors,,(e~g., CIDA, BU) (UK), theCDB,: the CDC1 EEW, AID, the'IBWW):or for.6ther projects, As may be agreed upon,between 'AID a-I the GOB. Ilie 1 OB and otherd~ors, have. Identif ied a (nububer ofprojects which they believe. wrrant, ficipqin The Lfollowing projects

together with the GOB local, curnycutrp eurmn (in millions of ~Belize dollars) and the external donor' Interested in providing assistance have .,<w~~been identif Iedi t',.

Electricity Ekpansion . M/upirBanana Industry Ekpansion, >10~ CDC~>
S Abattoir 5paniin 0~.5. CD

''Stewer Projeot7 @A, .6...0 C

In addition to these projects, it Is understoo that the ZUXRD i's considering arad maintenance loan of appc1maCely US5 45 millionm :for next year. TheseIllustrative projbcts as well as other projectsarnot, as. yet desg dand/or,
firmly agreed urpon between the donors and GOB wl form. the pool fran whichprojects will be selected for support from the special- iaccut.

.. .. .. . .. .. .. . .. . .............,+"

Furthe'r, the GOB will be required to set aid. the equivalent of U.S..600#,000 in local currency in theo three
priority activities. Of this amount, the equivalent of U.S.' *450,000 will beused to support thie activities -of private %#ountarye oitanhzatLOn (P)' IIoperating in Belize. lbese .funds could be used In ccoijwxction with thii LA.grant financed MW Program discussed alxmeor in support of PW activitieswhich fall outside the A.Z.D. supported PVO program. The rema~ining funds,
equivalentto U.S. $150,000 would be used tosupport to activities Fis

inistry, of Finance In line with rocom avitions of the April 1982 XBRD~ftonomic Meumorandum on Belize# Including a, name change to the Office of. Budgetand IHnagement. Th Ila iWs giving tbo 008 technical, assistance in accounting'and budgeting procedures but additional funds-of at least US *100,000 areneeded to Isprove the work of.GOB offices'related-to this problem. Data ~problems e~nwtered during the PM!) preparation period (especially in

.44+ + ... 4... 4 4 + 4
4.44 4 4A4~J~& .~>p 4~ :44~444> ~ y 4 44 ->.-, p <..4~4. ..

4
..... j .;- + K ': ...++ 44 ;;<'

44.4 4)ig + 44.A)7 .44.444 .4 A.+4 Y+A44+ . 4.444++f+V4Y? 4471<44 %+ ++++ 7+ + 
< +i > ++4
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analyzing central government finances) also suggest that such improvement isnecessary. Second, during the PAAD development staqe, it was noted that pricecontrols on agricultural exlxrt prcxlucts had been relaxed bLy the GOB; however,some price andi quantity controls continue for inferior cuts of Ibeef am] forlocal marketing of timber, rice, and fish. Thus, further MClxification inpricing policies would appeai to be necessary. To assist the GOB to undertakestudies of this sort, it is proposed thit the equivalent of approximately U.S.$50,000 be provided to finance detailed studies of important policy or
policy-relateu areas.

D. Oonditionality: A principa]l cortlition attached to the BOP loan willrequire the GOB to improve its current fiscal situation. The presentlyavailable data on GOB central government current revenues and expendituressuggest that the present cash-flow crisis results mainly from exogenouscircumstances --particularly lower inc-mie tiaxes due to the reduced profits ofsugar prctlucers and to lower revenues from import duties due to the Mexicandevaluation. Central government currenty savings (i.e., current revenues lesscurrent expenditures) has decreised in the current Belize fiscal year. Therevised] GOB FY 1982/83 budget estimates a current savings of B $6.7 million,as complarel with an estinvte of $12.8 million in the previous FY 1981/82budget, anx saving3s of 18.1 million during .' 1980/81. In preparing itsbudget for the 1983/84 fiscal ytvir, the (X)Wi should aim for a higher budgetarycurrent savir.s. The GOB hita obtained Iegislative approval (as of November 1,1982) for a clhanuge in valuation of land for tax purposes, a 1% increase instamp duties, and an increase in airport landing fees. The GOB estimates thatincreases in these three taxes will prcduce additional revenues of B $1.5million during the remairler of the present fiscal year. Based upon ourconsultations here and with the G013, the principal task for GOB fiscaltinagement is to increase central government current savings. Maintenance ofthe recent historic ratio of central government current savings to GrossDomest ic Product rxtg;ests thait 1 $14 million should be a minimum goal for theGOI1 in regard to its; Iudget for the ujx_,xnihiq il lize F.' 1983/134. 'This isapproxitv -teIy {Kluivaleit to) 1 5 rm,,et. i)( rt .0 iin current it ve nuaes d ai 5
porrent dlc-reati inI current X .'I lKIit urV.

iC. htjld'mI etat ioi Arrit e, ig tti: It it, ant icilsite thnt A. I . . will(Ii suI he (, Ir mn to tLb,, I l .Ii c'.entral lktik which will facilitnto foreignexciuirxt,. VIYm'nti) iia requent4 I by tOhw (X;l. As m mxuditicxi to our annintance,the GOH G rOBxild he required) to at.rol. that dur i q the year following initialdi lnurse;Vme.nt l8.l'Z] ) Uld in.l )tt fl n the' 1h1it i' tAten At Ivi6%tt the muunt ofthe lciiii in raw witerial s, it..: zA iatf, qAl. , ljpjrv prts, a(triculture inputsand capital rxxhs for the privet. nei tcor, ext2 xliinc defentiv items, luxurygoods, f(oxl awl-I penticidef . Ih ()I Mld u 1 ulinit the relevant (Ioxutrietattfol
to A.I.D). ini thin reqard.

Wit), reig'lrd 1( ) tI. h l '.Il c urz..:d-y tj-iicjl *"'cixxu t (n) wit hin he (e e traltnk, tHi. cGO)H will Ix- rjixiiirew!, at a min ti. imi, to ht.ld the i(e.)out on thefollowity! 1N.} hi lp fr( I the. 1. .-it of lit'l .,.men t(if Ol t' v.1ilt raintifer

within ( I'.lit li. '1114, 1xilivah.n,,1t of U.S. $ .' million
within. 12 UKIIIhII '11)0. fl-e iv.ale,1 )f tl.!;. $1.5 millionwit-hill Ili1 11)t I, 111 '11101 ei p iv.l,,t (if U .,". $3.0 millonw ithil 24 Vv t lhi '1th1, ,41V11 'ti if lt .S;. $4., mill m
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To ensure the integrity of the account(s) (e.g. against the effects of changes
in the exchange rate), the GOB will be required to deposit local currency into
the account(s) at the highest lawful rate of exchange existing on the date of
local currency deposit.

The GOB will be asked to agree, as a condition to the loan, to submit
quarterly status reports which will be adequate to show actual disbursements
from the special account.


