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UNITED STATLS INTERNATIONAL DEVELOPMENT COOr«RAYION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WABSHINGYON DC 2032)

PROJECT AUTHORIZATION

Name of Country: Belize

Name of Project: Commercial Bank Discount Pund
Number of Project: $05-0005%

Number of Loan: 505-k-002

l. Pursuant to Caribbean Basin Initi{ative Supplementul, Title I,
Chapter VI of P.L. 97-257, the Supplemental Appropriations Act,
1982, T hereby authorize the Commercial Bank Discount Fund project
for Belize involving planned obligations of not to exceed Pive
Million United States Dollars ($5,000,000) in loan funds (“Loan")
over a twenty-five (25) year period from the date of authoriza-
tion, subject to the availability of funds in accordance with the
AID OYB/allotment process, to help in financing foreign exchange
and local currency coats for the project,

2. The project ("Project") consists of the establishment of a $§
million loan financed Commercial Bank Discount Fund {n the Central
Bank of Belize, against which commerc{al banks wi{ll be able to
discount credits extended to productive private sector agri-
cultural, related {ndustrial, and export-producing subprojects,

J. The Project Agreement, which may be negotiated and executed by
the officer to whom such authority {s delegated {n accordance with
AID requlations and Delegations of Authority, shall be subject to
the following essenti{al terms and covenants and major conditions,
togather with such other terms and conditions as AID may deem
approprlate,

a. Intereat Rate and Terma of Repayment

The Government of Delize ("Borrower®™) shall repay the loan to
AID in U.S. Dollars within twenty-five (25) years from the
date of first di{abursement of the Loan, including a grace
period of not to exceed ten (10) years, The Borrower shall
pay to AID in U,S5. Dollars {nterest from the date ot firat
disburrement of the loan at the rate of (i) two percent (2§)
per annum Jduring the firat ten (10) yearsa, and (ii) three
percent (1i%) per annum thereafter, on the outatanding die-
burned balance of the lLoan and on any due and unpald {nterest
accrued therean,

b, Source and Origin of Conds and fervicen
Gooda and zervicen, nxcept for ocean shipping, financed by

AID under the Loan nhall have thetlr mource and origin {n oV
Belize or the !tnited ftaten, except as AID may otherwiae



agree in wz!tin?. Ocean shipping financed by AID under the
Loan shall be financed only on flag vessels of the United
States, except as AID may otherwise agree in writing,

C. Conditions Precedent to Disbursement

Prior to any disbursement, or the issuance of any commitment
documents under the Project Agreement, the Borrower shall,
except as AID may otherwise agree in writing, furnish, {n
form and substance satisfactory to AID:

(a) An opinion of counsel acceptable to AID that the
Project Loan Agreement has been duly authorized and/or
ratified by, and executed on behalf of, the Borrower,
and that {t constitutes a valid and legally binding
obligation of the Borrower in accordance with all of its
terms)

(b) A statement of the name of the person holding or
acting {n the office of the Borrower specified in
Section 9.3, and of any additional representatives,
together with a specimen signature of each person
specified in such statement;

(c) A copy of the Central Bank's regulations and
policies related to discounting project funds to the
commercial banks;

(4) A statement of the retail lending policy of the
commorcial banks that will include special emphasis on
lending to small and medfum-size entrepreneurs and a
commitment on their part to use their best efforts to
lend twenty percent (20%) of the proceeds of this loan
to achieve that objective;

(@) A copy of the Model Sub-Loan Agreement which the
commercial banka will use in their loans to the sub=-
borrowera;

(¢) Evidence that the Central Bank and the participa=
ting commercial banka will provide the staff necessary
to carry out the Project.

d. Covenanta

The Borrower shall covenant that, unless AID otherwise agrees
in writing, it will:

(a) Require a subborrower under this Project to fit one

of the following categories to be eligible for a sub-

loan: (i) an individual who is a citlzen or a leqal

resident of Delize or the United States; (il) a corpora-
tion or partnership organized under the laws of Dellze ‘ <>
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or the United States of which more than twenty-five
percent (25%) of the total combined voting power of all
classes of stock is owned by Belizean or United States
shareholdera; (i1ii) a joint venture or unincorporated
association consisting entirely of individuals, cor-
porations, or partnerships which are eligible under any
of the foregoing categories,

(b) Submit to AID for approval any project to be
financed under the Loan Agreeinent which has a value in
excess of Five Hundred Thousand United States Dollars
($500,000) .

(c) In carrying out project activities under the Loan
Agreement, the Borrower will avoid projecte or activi-
ties which would cause or threaten serious injury to the
production, marketing, or pricing of United States
agricultural commodities or products, and will keep AID
informed of activities which appear to involve the
potential for such harm.

() Examine each subproject financed under the Loan
Agreement and make a written determination as to the
effect that the Project will have on the human environ-
ment. Borrower will ensure that before proceeding with
any project which could have a substantial effect on the
environment that an environmental examination satis-
factory to AID has been prepared.

O:to J. Relch
Assiatant Administrator
Bureau for Latin America

and the Caribbean

D\
).
Clearances:

GC/LACiRBMeighan: RN gave 3-32

LAC/CARiJHoltawayt)y. ~"date -/ /%!
F<LAC/DR1DBJohnson (il ] date o 2,

’ ¢ R Lt B it
GC/LAC: POJOhnson1CKG13/22/831X632=3273
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I. Sumsmary and Recommendation

A. Summary Statement

The economy of Belize is in a garlod of atagnation, with
agriculture and manufacturing activity in recession and decltnes
being registered in private and public investment. Government
borrowings to compensate for revenue declines due to lower export
receipts (mainly sugar) and the general recession have brought on a
liquidity s?ueeze which has serfously limited the commercial banks'
ability to finance new productive facilities,

However, the private sector in Belize is active; the
investment climate 18 good; and the Government strategy is to
promote private {nvestment {n the export sector, given the small
size of the domestic market. This Project proposes to establish a
$5 millionl/Loan-financed Commercial Bank Discount Fund in the
Central Bank, against which commercial banks will be able to
discount credits extended to productive private sector agricultural,
related industrial, and export-producing projects,.

The Loan and discount terms will allow the Central Bank
sufficient net interest earnings over the repayment term of the
A.I.D. Loan to form a peraanent Fund substanttially larger than this
Loan. This Fund will Ee a continuing {ncentive to the commercial
banks to offer long-term credit; and through manipulation of
discount critertfa, will provide the Central Bank with another device
to influence the allocation of credit by the commercial banking
system, promoting the engagement of this key private sector
component i{n the national development process.

Except for the Centryl Bank's role as credit channel this
Project will he carried out entirely within the private sector of
Belize. iIn addition to the economic heneffts attendant upon an
{ncreaned level of agricultural production, processing, eaployment,
and exports, 1t will lead to: an {nstitutionalized expanstion of the
banking system's operations and client group; a change in banking
policy, as the bhankas continue to lend for longer terms than are
offered at present; and technological teprovements {n agricultural
production and processing, as Belizean farms and businesses acquire
modern machinery and know-how with this financing.

Flaoancial Summar
TSy 0007

Commercial Bank Discount Fund (AID) $ 5,000

gcllﬂrclll Banks' Own Fun?n ’ 2.288
rivate Business Capital (Equity

Total New Investment ,-TTfUUU

T77AIT cash Ilgures tn SUS unless otherwise noted.



The Embassy recommends authorization of an Economic Support
rund Loan of $5,000,000 to establish a Commercial Bank Discount PFund
within the Central Bank. The Dollar Loan will be repaid in 25
years, including a ten-year grace period, with interest charged at 2
percent during the grace period and 3 percent thereafter.

The Borrower will be the Government of Belize acting on
behalf of the Central Bank, which supervises the banking system, and
which will hold and administer the proposed Commercial Bank Discount
Pund.

B, Conditions and Covenants

In addition to the cuatomary Conditions and Covenants, the
Project Agreement will include Conditions Precedent to Initial
Disbursement whereby the Central Bank and the participating
commercial banks will provide: a copy of the Central Bank's
regulations and policies related to discounting project funds to the
commercial banks, a statement of the retail lending policy of the
commercial banks that will include special emphasis on lending to
small and medium-size entrepreneurs and a commitment on their part
to use their best efforts to lend twenty percent (20%) of the
proceeds of this loan to achieve that cpjective, a copy of the Model
Sub-Loan Agreement which the commercia)l banks will use in their
loans to the sub-borrowers, and evidence that the Central Bank and
the participating commercial banks will provide the staff neceasary
to carry out the Project; Covenants during the disbursement of the
loan concerning project evaluation, the eligibility of
sub-borrowers, the effects of subprojects on the environment,
possible {njury to U.S. producers, and subproject approval by
A.1.D.; and Covenants whereby throughout the life of the A.1.D. Loan
all repayments by the commercial banka of discounted subloan
principal and interest thereon will be retained in the Diacount
Pund, and any change in the lending policy governing the uae of the
Discount Fund will be subject to A.l.D. approval.

C. Project Committee

Robert Adler, LAC/DLP

Larry Armatrong, LAC/DR
Neboysha Braahich, USAID/BZE
Douglaa Broome, LAC/DP
Charles Connolly, LAC/DR
Joanne Connolly, 1DI
Jonathan Parrar, LCON/COM, EMB/BIER
Jack Prancis, LAC/CAR

Bob Meighan, GC/LAC

Karen Peake, LAC/DR

Marco lavala, USAID/Hondurae



11, Background
A. The Economy

1. Economic Review

Belize is a newly independent Caribbean cognSEg bordered by
Mexico and Guatemala. With some 150,000 people on 8, square
miles (Massachusetts-sized), it has one of the lowest population
densities in the world. Moze than one third of its land {s suitable
for agriculture, and there is potential for development {n forest
products, fishing, light industry, and tourism,

Agricultural output increased slightly over the past five
years, but export earnings hav> not kept pace with production.
Sugar production has been steady since 1960, although earnings have
dropped sharply in the past two years. Citrus and banana acreage
have shown small increases and the prospecta are good for a further
rise. The cattle industry is {n the most difficulty, with
production, exports, and earnings all {n decline, Despite the amall
population, ample fertile lan?, and favorable climate, Belize {3 not
self-aufficient {n food production. Food imports make up about one
quarter of the total import “i1ll.

The second most important sector, manufacturing, accounts
for about 8 percent ot GDP and {s based primarily on agricultural
output. Manufacturing growth has been affected by saturation of the
relatively small domestic market, uncertainties associated with
independence, and government price controls on some domestically
produced qoods.

mourism exhibits considerable potential, and accounts for
about 10 percent of foreiyn exchange earnings, MNevertheless an
effective tourist plan, including market ing approaches and
infrastructure requirements, needy to be developed,

The nation's ecoponic fnfrastructure 15 in an early stage
of development. Substaniial investment in a road network and a new
port have been made by the Government, Road maintenance {8 a
serious problem. The new port facilitated a rapid rise In tranait
cargo for Mexico, which accounted tor about 40 percent of all cargo
handled before the 1982 collapse of the Mexican pesco.

GNP per capita in 198] wan estimated at $1,0%%, one aof tne
highest {n Central America and the Caribbean. However, the COR
curegent account budget for FY 8. reqgintered {ts samalleat surplus in
recent history (8% million) and GDP is estimated to have fallen by
around ) percent during CY 8. New public sector Investment haa
virtually ceased, vith moat projecta ahelved, tncluding several with
extornal funding for vorking capital., During the first half of PY
82 the GORM managed 0 drav down only 7 percent of ite auslstance
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pipeline, now placed at about $35 million. The private side of the
economy has also entered . decline, as the consequei.ces of falling
agricultural export sales prices are compounded by diminishing
production volumes while the domestic credit market, squeezed by
Government borrowinga, cannot finance the new productive investment
needed to hreak the downward trend. This new investment is needesd
for the creation, expansion, or modernization of relatively large
Production units; to quote the IBRD Economic Memorandum on Belize
dated April 5, 1982: “"while recognizing the importance of existing
small farmer production to the economy, It appears essential to base
future expansion of agriculture on medium to large commercially
viable farms."®

2. Ruocent Performance

Preliminary estimates for 1983 point to little or no growth
in GDP, better than the decline registered over the past two years
but significantly lower than the average growth rate of 5 percent in
the early and mid-1970's. Agricultural production held up well in
the face of lower prices for exports. The volume of sugar exports
in 1982 exceeded the 1981 volume and waa marginally higher than the
1980 level, but export value was one third lower than in 1980.
Export volumes of citrus and fiash products were also higher in 1982
than in the two previous years, but banana exports were
significantly lower.

With the sharp decline {n augar prices, Beligze's terms of
trade deterforated and this had a strong dampening effect on
domest {c vconomic activity., Preliminary eatimates indicate 20
percent decline in Gross Domestic Income from 1981 to 1982, which
was reflected also in substantial declines in consumption (about 10
percent) and inveatment (about 20 percent),
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3, Public Sector Pinances

Following a strong performance in the period 1975-80, the
¥0l1tlon of the consolidated nonfinancial public sector deteriorated
n 1981 because of a pronounced weakening in Central Government
finances. Public sector savings, which until 1980 averaged 3
ercent of GDP, are eastimated to have dropped to less than 1 percent
n 1981. As a result, reliance on the domestic financial system,
which had been minimal until 1979, i{ntencsified.

Central Government savings, which arcount for the entire
savings of the public sectur as the public enterprises continue to
show a small operating deficit, are estimated to have fallen to less
than 2 percent of GDP {n 1981, after averaging clightly over ¢
percent in the previous six years. The drop was caused by an
upsurge in current expenditures of an estimated 32 percent, thrice
the growth in nominal GDOP., Current expenditures, on the other hand,
until 1980 had grown more or less in line with nominal GDP,
teflecting mainly moderate increases in salaries and wages. The
upsurge {n 1981 reflected in part waqge awards granted in 1980 and
1961, but mainly a jump in outlays for goods and services. Kevenue
growth remained buoyant unt{l 1982, when reduced re-exports and
agricultural exports meant a reduction in customs revenues. This
necessjitated the imposition of new measures involving {mport duties,
atamp duties, and excise taxes, From 1977 to 1981, current revenue
consistently outpaced the growth of nominal GCP and rose from 2]
percent of GDP {n 1977 tc an eatimated 24 percent in 1981, Some
investment projects not originally scheduled to start until 1982
were¢ advanced by the GCovernment with the attainment of
indepencence. As a result capital spending {8 estimated to have
increased by 28 nercent {n 1981. With the erosion of current
account savings, more than one-third ($7.5 million) of such spending
is estimated to have been financed through domestic bank borrowing,
However, part of this borrowing was expected to be reimbursed {n
1982 from external amsistance. At independence Belize received from
the United Xingdom a commitment for a zero-interest long-term loan
of $11 million, in addition to a similar amount as a grant, both to
be disbursed over the next three yearuw,

In contrast to the weakening in Central Covernment
finances, the position of the rest of the public sector continued to
improve. The operating deficltes of the public enterprises in 198}
amounted to 0.5 percent of GLP, cumpared with an average of 2
percent in the periuvd 1977-78. The Improvement In the operating
position was due to Increaaens in uytility rates and tariffa: {n
1979-80 telephone rates vere doubled, electricity raten wete
increaned, and selling pricea of cefrtain commodities handled by the
Rarketing Board were moderately Incteased, 1In early 198 water and
aevage rates, which had remained unchanged aince 1976, wvere raised
by 30 percent., The Social Becurity 8cheme, which atarted operations
in ;;g;xsax. had an opecrating eutplus of an eatimated $Nn.9 million

] '
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puring the period 1978-80 the public sector significantly
stepped up its investment program. The bulk of this increase was
carried out by the public enterprises and consisted mainly of a
deep-water port, water and sewerage expansion, additional telephone
equipment, and several new electricity generatora., As a result
public sector inveatment rose sharply from an average of 11 percent
of GDP in 1975-77 to an average of 16 percent in 1978-80. With the
completion of major projects in 1980, the investment ratio fell to
an estimated 13 percent of GDP in 1981, although public sector
inveatment did not decline in nominal terms. Until 1979 the bulk of
public sector investment had been financed by public sector savings,
foreign grants, and concessionary long-term foreign borrowing, with
little recourse to domestic bank borrowing. However, the proportion
of public sector inveastment financed by domestic bank borrowing
inereased in 1960 and 1981, and public sector savings were
increasingly eroded.

The current status of the GOB's fiscal situation, prepared
by the COB and the IMF in April 1982, ia provided in Table 2 below,
The analytical logic of this tahle 1s as follows: (1) The
difference between current revenues and current expenditures is the
current surplus. (2) The current surplus plus capital revenues (a
relatively minor item) constitute all of the local non-bank funds
available to fipnance central government capltal expenditures and
transfers to the rest of the public secior. (3) The other sources
of funding for capital expenditures are foreign grants and loars and
domostic and torelgn bank credits. The central governnent 's current
purplus accounts for nearly all of the savings uf the public sector;
see IBRD, Fconomic Memograndum on Belize (April %, 1982), page 2.
Public enterprises as a whole have had small operating deficita,
pomeat ic funding from the current surplus as well an credit from the
domest ic banking system accounted for about 60 percent of funding of
central government capital expenditures during the twu recent fiscal
years.

“he GOB budget law for the 1982/8) fiscal year projected
current revenues at $44.3 million, current expenditures at $40.7
million, and a current surplus of 7.6 million, By the end of
Auguat 1t was evidont that the revenure performance wan not
conforming tu the Ludgetaty projection, and nignificant downward
revisions were made Ly the COB. These revislones set current
revenues for the flscal year at §43.0 million -- a reduction of $%.)
pillton -- while no chanyes were made ih the cexpenditure level, The
current sutplu= for 1982/0) was therefute reduced to §5.' million,
pased upon tevenue petforrmance Juring the ticat halt of tue (983/8)
flacal year, the magnitude of downwatd revinlon appiears feallatice,

4. lnvestment and havings

Groas domestic javestment in 982 (8 eatimated to have
declined to 14 percent of GOP, from 17 percent in 1979, mainly
because of lover private inveatment. The aluggishness of private



investment ias attributable to continuing unccttalnt{ generated by
the attainment of independence and Guatemala's cont nuing claim on
Belizean territory, as weil as to low profitability arising from a
policy of price controls on some domestically produced gooda. Total
gross domestic .nvectmeat would have declined even further had the
public sector not maintained a relatively high level of investment,
Gross domesiic aavings is also estimated to have dropped sharply in
1981 and 1982, because of lower public sector savinga «8 well as
lower private savings due to reduced income from augar exports.
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Table 2.

Central Government Operations
(In Millionsa of Dollars)

PY rPY PY
1980/81 1981/82 982/83(b)

« Current Revenue 40.4 42.5 43.0

Current Expenditures 31.3 36.0 38.0
Wages and Salaries 14.0 17.0
Other -17.3 19.0
Adjustment (Extrabudgetary) - 0.1 - 0.1

Current Surpius 9.1 6.4 3.1

Capital HRevenue 0.7 0.7 1.9

Available Local runds 9.8 7.1 6.3
Capital Expenditure (a) 20.2 23.1
Local Funda 12.4 12,4
Foreign ¥Fundas | 7.8 10.7
{Crants) (7.0) (7.9)
(Loans) (0.8) (2.8)
beficit tor Domestic Pinancing 3.7 3.}
Central Bank 1.2 6.8
Competrcial Manke 3.0 - 1.8
Othet 0.3 0.}

(8) Includes tranafer to rest of public sectror.
(b) Based upon GOB budgetary reviasion of October 1982,



-10-

5. Money and Credit

Credit availability eased considerably in 1981 following a
credit squeeze the previous year, after the Monetary Authority
instructed the commercial banks to reduce their loan portfolios by §
percent during the first quarter of 1980, and gradually raised the
discount rate from 10 percent at the end of 1979 to 14 percent at
the end of 1980. The rate of credit expansion by the financial
system doubled to 2] percent in 1981. Although abouut one-half of
the increase reflected higher domestic financing requirements of the
Central Government, credit to the private sector nevertheless
expanded by 16 percent, compared with 9 percent in 1980. The bulk
of this increment was directed to services, particularly trade
activities, rather than to manufacturing and construction. The
easing of credit in 198] was facilitated by the buoyancy of
liabilities to the private sector. The growth of these liabilities
accelerated from 11 percent in 1980 to an estimated 14 percent in
1981 on the atrength of an etimated 42 percent rise of time deposits
spurred by the higher return being paid by the commercial banks,

The maximum interest rate on three-month time deposits was gradually
raised from 7 percent at the end of 1979 to 15 percent at the end of
1980, moving domestic intarest rates closer to international

levela. However, the accelerated {nflow of domestic resources into
the financial syatem did not reflect a higher level of total
domestic savings, but rather the ttemming of a capital flight, which
had started in 1979 and intensified in 1980.

6. Prices and Waqes

No official price and wage statiatics are compiled in
Belize, but given the high degree of openeas of the econony,
movements in domestic prices are mainly influenced by changes in
foreign prices. The qgrowth of the GDP implicit deflator (s
estimated to have nlowed from 14 porcent {n 1980 (reflecting largely
the sharp increase {n sruqgar export prices and oil import prices) to
8 percent in 1981 (reflecting the decline {n suqar export prices and
a moderate rise in import prices). According to a cost of living
survey carried out by a commercifal bank, the cost of living for
their employeen rose Ly 17.9 percont in the 12-month period ended in
June 1960, compared with 12.% percent 1n the previous lZ-month
period, According to fragmentary (nformation, nominal waqes in both
the private and public sectors have risen more or less in line with
perceived crat of living {ncreasens., In the garment {ndustry, wage
and fringe benefitns were ratned by 12.% percent in 1979 and 17
percent in 19680. In the banking sector, salary increases of 9
percent and 12 percent were awardoed in 1980 and 1981, reapectively,
Por the public sector, a waqgo award of 20 percent to 2% percent was
given for a two-year period beginning October 198C.

The April 1982, IBRD Kconoumic Memorandum >n Heline
recommonded a reviex of the Jiaet of price controia then {n effect
covering a number of domeatically produced agricultural
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commodities. In the course of preliminary discussions of this
project proposal we suggested the GOB consider lifting these
controls, at least so far as they bore on commodities to be financed
under the A.I.D. Loan. As these discussions progrrssed during 1982,
the controls on basic foodstuffs were lifted; and more recently, as
a possible Livestock Development project haa been under study and
discussion, almost all the price controls and other marketing
restrictions on cattle have been rescinded.

7. Balance of Payments

In 1980, Belize had a balance-of-payments surplus of $2.3
million and in 1981 a deficit of $0.9 million. Por 1982, the
decline in the net international reserve position is expected to
approximate $4 million. Groas foreign exchange assets of the
Central Bank declined from $10.4 million at the end of 1981 to $6.6
million as of October 13, 1982. In terms of import coveirage this
decline in gross foreign exchange assets conatituted a reduction
from 3.1 weeks to 2.) weeks of import coverage. Restoration of
gross reserves to a position of 6.0 weeks of import coverage (based
upon 1982 imports) would require a $10.6 million increase in the
gross asset position. Coverage at this level is deemed a minimum of
adequate coverage by major external donors. It is alaso anticipated
that the 1983 B/P deficit will be about $4 million.

Other external donors have indicated that the provision of
{mmediate B/P relief on the order of $4 to $5 million would be
welcome as relief to Belize's current B/P problem, particularly {f
it were conditioned as a requirement for fiscal correction. The GOB
has applied to the IMF for a drawing under the Compensatory Pinance
Facility (CPF) and this drawing would provide approximately $4
million in freely disposable foreign exchange. However, thla
drawing is not likely to be forthcoming until late in the firat
quarter of CY 1983 at the earliest.

Table ) below on the Balance of Paymentsa of RBelize, which
was recently prepared, suggeasts the fundamental yeaasons tor the
awing toward a deficit balance of payments position. Au can ve
seen, the domestic exports of Belize declined by about 22 percent in
1982 and domestic imports declined by about 10 percent. The
increased trade deficit was offset by a decline in non-factor
service expenditureas and a small increase in tranafers resulting {n
no change in the magnitude of deficit on current account -- $38.6
million for both 1981 and 1982. The reduced inflow of private
capital and commercial loans on capital account was ai 8o nearly
offeset by an increane in the net inflow on ofrictal capital, The
paramount danger for Nelize relates to the fact that further eroaion
of the groes reserve position could impair external creditworthiness
and undermine the capital account, particularly in regard to credits
to the private sector., Por this ceason, each dollar of E&LP
aseiatance can be viewed as ylelding a multiple equivalent in terms
of capital account inflow,
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B. Agriculture-Related Credit System

The Government-owned Development Finance Corporation (DPC)
is the major source of agricultural credit at present, providing
small loans on one-year terms and larqger credits for three to five
years. With over 42 percent of its accounts now in arrears, this is

not the time to consider increasing the DFPC's lending resources,

The commercial banks also provide agricultural credit, a
portfolio component less important now than industry and commerce,
and could expand this line if there were funds available.
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Table 3.
Belize: Balance of Payments
{Th-WTTIfons of bollars]

1980 1981 1982
Domestic exports of goods _ 82,1 74.7 57.8
Re-exports cf goods 28.7 44.3 32.7
Total Exports of goods 110.8 119.0 90.4
Non-factor service earnings 10.3 10,9 10.6
Exports of goods & n.f.s. 121.1 129.5 101.0
Domestic imports of goods, f.0.b. 121.0 117.7 106.0
Imports of goods for re-export 28.8 44.3 32.7
Total Imports of goods 149.8 162.0 138.7
Non-factor service expenditures 1%.1 14.0 10.4
Imports of goods and n.f.s. 164.8 176.0 149.1
Net Pactor Income 3.6 4.0 3.8
Translers 14.9 11.8 13.2
Balance on Current Account 32.4 38.6 38.6
official Capital 14.1 15.8 18.3

Grants (3.6) (8.0) (=)
L,uan Disbursementsa (7.7) (7.9} (19.0)
L.oan Amortization {(=0.6) (-0.7) (=1.9)
Public rinancial Entities (1.4) (0.6) (1.2)
Commercial Loann 2.} 2.1 1.1
Private Capital and E & R 2.9 18.6 15.4
Balance on Capital Account 34.7 36.98 34.6

Change in Net International Reserve
Position ( - = increass) 2.3 2.1 3.8
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The four commercial banks (branches of foreign banks)
operating in Belize are Barclays, Atlantic, Nova Scotia, and the
Royal Bank of Canada. The Atlanta bank is the smalleat of the four
banks, and has an approximate market share of 5 percent. 1In
general, the four banks are competitive, their rates are similar,
and interest rate movements are uniform,

At the present time, the prime lending rate of the banks is
16 percent. Most loans are at prime plus 2 or 3 points. The
typical loan is an 18 or 19 percent, 30 to 90 day credit for an
established customer. Other characteristics of loan activities at
the banks are:

o terms range from 30 days to 5 years, but are skewed toward
the short range;

o large borrower equity participation is required (the
starting point in the negotiations is generally 50 percent
participation);

0 average size of business loans is approximateiy $250,000;

o quality and aggressiveness of the four banks differ, but
they are compctitive and will "follow the leader”;

o the banks do not have the staff experience to perform
market studies and financial feasibility studies for
projects being considered for financing.

At year-end 1982 the commercial banks' exposure in areas to
be eligible for financing under this Project totalled $24,514,000 of
a combined portfolio (four banks) of ¢66,172,000.
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Commercial Banks' Distribution of Loans and Advances

December 31, 1982

Government Services $ 7213
Public Utilities 292
Agriculture 12242
Commercial Pishing 268
Porestry 13886
Manufacturing 6619

(Agricultural processing) (2985)

(Other) (3633)
Tourism 721
Bullding & Construction 6292
Rea)l Estate 692
Pinancial Institutions 159
pistribution 22162
Professional Services 387
Transport 1012
Entertainment 431
Mining & Exploration 926
Personal Loans 5352
Sundries

Total 66172



C. Other Donors

Belize receives assistance from the Caribbean Development
Bank (CDB), the European Development Fund, the Canadian
International Development Agency (CIDA), and the United Kingdom
through the Commonwealth Development Corporation and the British
bilateral program. Of the 50 or so ongoing development projects,
currently about one-half are financed through the CDB. Other
sources of funding are the UNDP ana CIDA. The European Economic
Community (EEC) is also an active development participant in Belize,
and has recently established a resident office in Belize City,
Until the opening of our bilateral Mission i{in January, 1983, U.S.
Government assisastance was provided through A.I1.D.'s regional program
in the Caribbean, under which Belize was the largest beneficlary.

The Belize Government's priorities for funding over 1982-8%
include some 44 projects. Tentative funding sources have been
identified for about half. At present neither the World Bank nor
the IDB has a program in Belize, but the World Bank is curtently
considering a road maintenance proposal,

D. The A.1.D. Development Strateqy

According the the March, 1982, °Background on the Caribbean
Basin Initiative® issued by the State Department, ®the emergency
economic aid program confronts the acute liquidity crisis faced by
many countries in the region, At stake is the survival of the
private sector and with {t the pluralism, diversity, and political
moderation on which viable long-run policies depend.® wWhile few
Belizeans display that acute a sense of crisis, all would concur
that the economy is deteriorating visibly, and thet a major problem
is the liquidity squeecze confronting the Government and the private
sector.

A.1.D.'s development strategy for Belize emphasizes
short-term economic stabilization support and lonqger term economic
development assistance to allow the country to achieve a moasure of
sustainable growth., In aupport of thias strateyy, A.l.D. has
provided the GOR with a $4.6 million ESP quick-disbursing cash
transfer loan., The ensential and (mmediate purpose of that credit
is to cuver the country's foreign exchange shortfall and buttress
the country's foreign exchange reserves, thereby assuring over the
sahort run the external and internal creditworthinesa of the
country. The provision of ESF primarily to Jinance private asector
importas, strenqthening the country's balance of paymenta and
promoting increased domeatic production and employment, (s welcomed
by espokeamen for government and huainess,

Over the longer torm, the proposed program will help the
GODB improve its financial aituation ({.e,, its cash flow problems),
and vwill assure adequate funding of the GOB'as public sector



investment program. Besides the $4.6 million cash transfer
(provided under the PY 1982 Caribbean Basin Initiative
Supplementzl), the following projects will make up the bulk of the
A.l.D. program during PYs 1982-84:

(1) Commercial Bank Discount Fund. The $5.0 million
Commercial Bank DIscount Fund will provide credits to private sector
entrepreneurs for investment in business activities, agriculture,
related {ndustry, and axport projects,

(2) Technical Assistance for the Housing Guaranty. A.
$400,000 ESP grant will supply technical assistance for “he Housing
Guaranty (HG) project. This three-year FY 1982 $2.0 million HG
project aims at strengthening of the institutional capacity of the
Belize credit union system in shelter construction, the
rationalization of the Government's housing delivery system, and the
preservation and upgrading of tho country's housing stock.

(3) Livestock Production Program. This loan/grant program
{s being designed as an integrated approach to the improvement of
the livestock sector. This systematic approach will include
productivity improvement, credit, new products, market development,
and policy changes.

(4) Private Voluntary Organizations Program. Some §1l
million in grants will be available for Private Voluntary
Organization (PVO) community-based development activities,

(%) Technical Aurtistance for Program Development. Some
$0.35 million In grants will also be available for project
development needs.

The size and composition of this aasistance program has
been developed to demonstrate the U.S. Government's interest in
maintaining a democratic, i{ndependent, economically viable Belize.

I1I. The Project

A. Goal and purpose

The Goal {8 to increase the agricultural national product
by 50 percent in real terms between 1982 and 1990, with accompanying
gains {n employment and income throughout the sector. This implies
an average annual gain of 5.2 percent, a growth rate higher than
that achieved by the over-all econoumy during the relatively
ptospercus 1970's, and considerably higher than the low-qrowth and
no-growth performance of the recent paat and today. Agriculture
preasently contributes about 20 percent of GDP; achlevement of this
Goal may increase that proportion to more than one third,

The Purpoue ju to increanc private sector productive
inventment in agriculture and related induatry. Thia s conasistent



-18-
with the Caribbean Basin Initiative's emphasis on the role of the
private sector in development, and the priority to be given food and
agriculture,

B. The Commercial Bank Discount Fund

1. Operations: The Proj)ect includes a $5 million Loan to
the Central Bank to establish a discount fund against which the four
local banks can discount new loans for productive projects intended
to utilize existing unused capacity, expand existing enterprises, or
create new enterprises in agriculture, related {ndustry, and export
production. The discount facility will be open to all four banks on
a first come, first serve basis. The criteria for subproject
eligibility, the discount terma, and the lending terms to
subprojects are as follows:

a, Subproject Eliqibility

(1) Sub-borrower

A sub-borrowaer under this Project will fit one of

*he following categories to be eligible for a subloan: an

dividual who i8 a citizen or a legal resident of Belize or the
Lalted States; a corpuration or partnership orqanized under the laws
of Belize or the United States of which more than twenty-five
percent (25%) of the total combined voting power of all classes of
atock is owned by Belizean uvr United States uwhareholders; a joint
venture or unicorpurated association consisting entirely ot
individuals, corporations, or partnerships which are eligible under
any of the foreqoing categoriesn,

(11) Subproject Activ ty

The Discount Pund can finance the procurement of
gooda and services to be obtained for and applied to any point {n
the production, processing, and export cycle of any agricultural
product grown in Belize, except those crops ineligible for A.I1.D,
aseistance {(e.q9., nuyar, citrus, palm oll, and others)., Waivers to
allow financing related to c¢itrua and palm oll will be sought on A
case-by-caase basls as aspecific proposals and their potential voluze
of exports to the U.,5. and to U.4%, export markets can be ont{mated,

{(111) Subproject Size

- s

Hubptojoects are nnt oxpected to excead §)
million, including all credit and equity; aubprojects oxceeding
$%00,000 will be aubject to A.l.L. approval.

b. Subloan Termn, Interon! Ratesa, and Security

The participating Lanks will lend tor terms of from
five to fifteen yoarn, including up tu two years grace, at market
cates of (ntereat (currently 16 percent priwe). The subloans will
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be secured to the satisfaction of the lending banks. The
participating banks will set their retail lending rates to their
customers. It is expected that smaller or riskier subloans will
carry interest rates higher than prime,

c. Application of Funds

Subloan agreements will include procurement
regulations complying with A.1.D. Handbook 15, Appendix G-7. The
first disbursement of A.1.D. funds will be tied to the procurement
of goods and services of U.S. or Belizean source and origin., The
participating banks' share of each subproject may finance goods and
services from the Free World (Code 933).

d. Discount Terms

The Central Bank will discount 75 percent of each
eligible subloan at six pointa less than the prime rate, with the
grace period and repayment schedule for the discount matching that
of the retail credit.

2. Inputs

The $5 million Discount Pund will finance 75 percent of
eligible subloans, with the lending bank covering the rest of the
credit. It is expected that retail borrowera will provide new
equity investment equivalent to about 40 percent of the value of
each aubproject. This scheme implies approximately $11 million in
new productive investment during the disbursement of the A.1.D,
Loan, scheduled to take place fron mid-1983 through 198%,

New Investment - All Sources (US § 000)

Commercial Bank Discount Pund Disbursement Term; 2 Yyears
A.1.D. Loan to Central Bank $ 5,000
Banks' exposure at 2% percent of subloans 1,600
Customer equity at 40 percent of subprojects 4,400
New lnvestment $ 11,000

1t the average subproject value {s $27%,000, there will be
about 40 financed during these two years, or about five nowv aubprojecte
per calendar Quarter. One Central Bank staffer ahould be able to handle
the monitoring and reporting wvorkload this implies, & Central Bank
in=-kind contribution of perhaps $15,000 annually.

). Outputs
pProject Outputs will {nclude: new inveatments, perhaps 40

or more from the firat use of A,1.D. Loan Punde; the Diacount Pund
established on a permanent basis; a banking policy change, the extenalon
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of credit on longer terms than now are offered; and an institutional
change, as the extension of long-term credit and the concept of
appraisal banking become part of the banks' normal way of doing
business,

Beyond this set of Outputs, the successful execution
of the subprojecta financed by the Discount Pund will lead to: (a)
increased agricultural production areas and productivity; (b) new
agriculture-related light industry; (c¢) increased and diversified
agricultural produce and products for domestic and export sale; and
(d) the employment and income effecta of a, b, and ¢, While these
effects cannot be realiatically estimated unti] specific subprojects
emerge, they will be measureable: new acreage put {nto production,
productivity gains, new and expanded agro-industry, domestic and
export sales, and new employment, Thia {mpetus to the growth of a
productive, self-sustaining, {ncome and job-producing private sector
in Belize wil} be institutionalized through the continuing operation
of the Discount Pund, created on a permanent basis within the
Central Bank from the uapread between the intervat the Central Bank
will pay to A.1.D. and will collect from the commercial banka. The
Discount Pund is projected to have a balance substantially greater
than £5 million when the A.1.D. Loan is repaid, and should continue
to grow thereatter, supporting the commercial banks in expanding
theiz term lending operations.

C. Project Analyses

1. Technical Analyaes

The factors within this project wvhich could be
considered ®technical® are two: the effective demand for the
proposed credit, and the ability of the banking ayatem to deliver {t.

8. Demand

Demand for credit on the terrs and for the purposes
proposed herein was surveyed by LAC and Kebaasy astaff (n mid-1982,
and again by an expert consultant (Cuopers and Lybrand) at
ear-end. Both investigationse ylelded the same finding: that over
10 million of long~-term credit could Le used productively within
the next two years.

Thie asecsament of credit demand in Relize 18 based
upon three different perapect ves:

. the cutrent astate of the Helipean economy and it
potential growth over the nextl 'wo years

o A nevw market for lung-term c¢redit in the banking system

o a number of t)luetrative projecta that could be
financed wvith this Jon)~term credit
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(£) Business Community

Belize is aomewhat better off than most developing
countries. 1Its English-speaking people are mobile and have been
absorbed in large numbers in metropolitan areas of the U.S., Rather
than the usual labor surplus, Belize has a labor shortage, PFor a
country the size of Belize, there are a large number of
entrepreneurs for new economic projects,

Belize offers:

o businessmen who have a realistic picture of viable
projects for Belize,

o a large number of capable entrepreneurs for potential
projects.

o a labor force that §s literate, induastrious and

trainable.

.} a market that should be looked at in conjunction with
export markets for most economic development projects,

(14) Potential Demand for Punda

The economic recessions around the world and the
tinancial crists in Mexico have had a impact on the Belizean
economy. Re-exporte to Mexico have virtually ceased because of the
present adverse exchange rate. The weak world sugar market has
meant that Belize has not been able to enjoy the expected benefita
of higher production., BRecause the causes of the current economic
slump In Hellize ate principally external ones, the economy should
reapond wvell when world economic activity picks up. This will lead
to a subatantial demand for medium- and lung-tersm credit to fund the
investment necessaty for ecunomic expansion,

Mith curfent Lanhinyg practices sheved tuwards
gshort~-term credit, rany muund projects which require long-tetm
funding have been underfunded of iqgnored., [f the credit market wvere
to offer luny-tersm ctedit, a number ouf projecte would quallty,
Plantation ieprovenent and factougy construction and equipnent
projects have Jong ccuhomic lives, and thelt financing should
cortenpund to theis incore flows, Cuttently ruch viable projecta
would nut Le funded, ut wuuld be financed with shutt term funds
which place an added burden un thelr potential for success. The
availabllity of Jong-term funde through the Belize banking syatem
ahould elicit a auybstantlal demand for credit,

t414) tllustrative grojects

Another baeis for the estimate of demand is to
identify and evaluate possible projects that vould qualify for
funde. Buch a liet includes projects in the following areas:
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bananas, mangos, and citrus fruit
fishing

timber

bricka and clay

cattle

edible oil

light manufacturing

The tollowing apacific potential projects were
reviewed in interviews and discuasasions with Belizean buainessmen,
bankers and government officials. Each project waa evaluated in
terms of its market potential and financial feasibility, and a rough
eatimate was made concerning funding needs.

Of these {llustrative projects, 6 were suggested by
Barclays; 4 others were suggested by the Bank of Nova Scot?u. All
were discussed {n detai) with the UNDP persons in Belize. The
grain market projects, edible oils, refractory, export packaging
manufacturing, and hydo-electric projects were diacussed with
entreprensura who have an intereat {n developing then. Long-term
financing vas their major concern. An estimate of credit needs {»
presented for cach of the i1llustrative projects described briefly
below:

Grain Market

o rice and corn

o for harveatlng equipment plus grain storage
-] $400,000 to $600,000 funding needed

Kangos

¢ ready and lucrative mariet

o plante in place; need tor refurbiehing and fertiliser
o cash (nfusion would yield fmaediate export earnings
o $700,000 to $800,000 funding needed

Shrimp Piahing

) commercial development (2,000 acres)

-] ayccesaful e¢lsavhere

o funding for demanatration project would b- $12%,000
° full project development would need npprostlato‘v $600,000

Banana !nduatry

o acale problem (need tu get 4,500 acres Cor efficient veekly
shipments)

) would valence economic picture with sugar

° :routh oggortunlty building on a critical mase

-] 1,800,000 to §2,000,000 funding needed.
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Bdible Oils

0 imported now from various sources;
o] coconut, peanuts, other crops)
o large $ funding needed.

Agricultural Credit

livestock and datry

crops othur than sugar and bananas
longer term credit

immediate needs of $1,000,000

©000O0

Logging Operations

(o] improvesent {n operations
0 equipment and transport system
o $750,000 plus funding needs

Timber Farming

o coastal pines tropical hardwood
0 one-fourth million acres (feasibility study has been
completed)

o 2,%00,000 to $4,000,000 funding needs
Refractory

o] basic iftem, now imported

o sufficiant demand in local market

o $800,000 to $1,200,000 funding need

Export Packaqging Manufacturing

0 cardbivard vartung

o ready rarket (import cardboard)

o bananas exampie, approximately 85,000,000 funding needed

Canned Goodsn

0 meats (now lmported)
o) selected frults
o large funding need

Agriculture and Forest Waate

aawmill should Le enerqy self-sufficient
woodchips Tor gqastification

sugarcane tor particle board

amall inittal fundlng need

000COo



Agriculture Waaste for Animal Peoeds

0 fodder for livestock
0 emall initial funding need

Hydro-electric Plants

0 would provide electricity at a much cheaper price than is
now avajilable
-] large funding need

These add up to a range of $14,573%,000 to
817,475,000 in credit for projects that could be started in 6 to 13
montha. The new credit proposed under this Project could mest about
one-half of that demand.

b. Delivery

The four commercial banka operating in Belize have
portfolios with a combined total of approximately $66 million, and
carry out thousands of short-term transactions each year. The
placement of $6.6 million in long-term credit as proposed herein,
implying 40-plus transactions over two years, will be constrained
only by the capacity of the banks to appraise these projects to
thair own satisfaction. <Cuch project asnsessment capabilities are
limited; however, the banksa could train existing personnel or hire
already qualified people (if available) for their own account within
a few months.

¢. Administrative Analysis

({) The Central Bank

The Central Bank {8 an autonomoua government entity,
lagally empowered to contract foroign debt, with an annual budget
just under $400,000 and a ataff of J8. The Tentral Bank is well
regarded, with publications which provide excellent, comprehensive
assensnents of banking and economic conditfons {(n Belize; in the
opinion of our Coopers and Lybrand consultant, {t ia °a
well~organized, thoughtful, and deliberative organization, and it is
conservative {n {te banking actions.®

The role of the Central Bank in this Project will be:
to set up and operate on a permanent basis a Discount Pund, formed
inittally by drawdowns of the A.1.D. Loan and then by discounts
tepald by the commercial banks; to administer the discount
operation, examining discount applicationa for compliance with the
eligibility critertia, and to executes diacount agreementa and
diaburee fundas for each discount; to monitor the execution of each
pubproject to verify the uase of funds consistent vith the Diacount
Pund apptoval; and to repay the A.1.D, Loan. [t (s expected that
one additional ataff petaon, plus sfte and end-use inspection costs,
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a total of Ecrhupu $15,000 annually, will be necessary for the
Central Bank to carrg out these responsibilitics. This expense will
be charged against the interest earnings of the Discount Fund.

(11) The Commercial Banks

The :anking system i{n Belize does well providing
short-term credit. They have regular customers, repeat business,
similar types of financing needs, and short-term exposure. Overall,
the banks Knvv

good credit criteria
experience in dealing with commercial customers
loans that are generally short-term
Yreforence to grant trade credit

{mited capabiliries to perform project aasesaments
limited risk exposure on theilr current portfolios

000000

Given the addtition of project appraisal capacity as
mentioned above, the banks could expand their operations to include
long-term lending, and have expressed strong interest in doing so.
The mechanics of disbursing, monttoring, and collecting those
credits will not differ matertially from present practice.

2. Financial Analysis

a. Cash Flow

The A.1.D. Loan will be advanced by electronic
transfer to the Central Bank's account at the Federal Reserve Bank
of New York for the Commercial Bank Discount Fund as requeated,
based on the Central Bank's eastimate of discount disbursements
likely to oscur during the following thirty days. An inftial
advance of $500,000 may be requested. The Discount Fund will bhe
held tn a nrec!nl segregated account by the Central Bank., Discounts
will be disbursed by the Central Bank to the commercial banks on
demand and in full, agatnnat evidence of receipt of the goods
(customs records) or services (retail customer's certification), If
the Commercial Bank has drawn upon Central Bank US dollar reserves
{n the transaction, the Central Bank will disburse the discount in
Belize dollars; {f the commerctal bank has used {ts own US dollars
{n the transaction, the Central Bank will diaburse the dliacount in
US dollars. Diacounts againat local currency expendftures will be
disbursed by the Central Bank in Belize dollars.

Ketatl loans will be disbursed by the commercial banks
to thelr customers according to thelr usual practice,

Payments of intereat and repayments of prlﬂcigal will
flow through the same nequance in reverae., The commercial banks
will retain their gross spread; the Central Bank will retain all
collections above: (1) debt service (to A.1.D.), and ({1)
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Discount Fund operating costs (e.g., Borlonnel. end-use inaﬁectlon
costs), to form a permanent Discount Fund to remain after the
repayment of the A.I.D. Loan.

b. Assumption of Risk

The commercial banks will assume the full risk of
repaying their discounted balances and intereset due thereon,
denominated i{n BZE Dollars, to the Central Bank.

The Government of Belize, acting through the Central Bank,
will assume the full credit and exchange risks of repaying the
AOI.D! LOOI’\ 1“ UaSc Dollars.

¢c. Interest Rates and Amortization Periods

The A.I.D. Loan will be repayable in 25 years,

lncludlng a grace period of 10 years. Interest will be charged at 2
percent during the grace period, and 3 percent thereafter.

The Discount Fund will disburse discounts to the
commercial banks at six points below prime, with repayment terms
matching the retail credits oetng discounted.

The commercial banks will lend for from five to
fifteen years, with up to two years grace, with intereat charged at
prime (now 16 percent) or higher, as negotiated with their customers.

Commercial banks in Beltze presently lend short-term
at 16 percent plus, with most loans made at 18 percent, uti{lizing a
deposit base with an average cost of 9.7 9crcent. The gross spread
from these operations (s usually between 7 percent and 9 percent,
In this Project the banks will offer long~term lending, which will
involve: (a) a different level of credit appratsal than that now
practised; (b) added staflt time and other overhead associated with
this analytical work; and (c) the assumption of the risks {nherent
in lending long-term. While these additfonal costs and risks might
Justify a greater than usual spread, the banks' willtngnean to
accept sbout thefr usual margin may be further evidence of the
potenti{al atrength of demand. The Central Bank apread, which will
absorb most of the "concesstonality" of the A.1.D. financing, will
bring about the creatton of a permanent Discount Fund,

d. Accumulatfon of a Permanent Discount Fund

The vartous lending terms set forth about will
allow the Central Bank mufficient net {nterest earnings over the
repayment tere of the A.1.D. Loan to form a permanent Fund
uugutuntlally larger than thia Loan. This Fund will be a continuing
{ncentive ot the commercial banks to offer lon{-tcrl credit; and
through mantpulation of discount criteria, will provide the Central
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Bank with another device to influence the allocation of credit by
the commercial banking system, promoting the engagement of this key
private sector component in the national development process.

3. Economic Analysis

The Project does not contemplate the undertaking by
the Central Bank or by the commercial banks of sub-project economic
feasibility studies. Justification of this determinatiun resides in
the acceptance by the commercial banks of default risk on
sub-project loans, the relatively high nominal (16-18 percent)
interest rates, and the supposition that most sub-projects will have
financial rates of at least 20 percent per annum. With inflation
rates affecting sub-project inputs and outputs of less than 10
percent per annum, in constant prices financial rates of return
would be at least 10 percent per annum and more usually on the order
of 15 percent per annum, and given the openness of the Belizean
economy it is reazonable to assume that economic rates of return are
approximately the same orders of magnitude as financial rates of
return. A requirement that prospective borrowers prepare analyses
of economic costs and benefits of projects that are distinct from
the financial analyses indispensable for commercial bank loan
appraisal would be an additional barrier to proaspective borrowers,
and one that would not substantially reduce the sub-project default
risk.

Certain basic information on the prospective economic
{impacts of sub-projects on {mportant economic variables will be
reported by commercial bank participants. Untiform guidelines will
be set out by the Central RBank of Belize to collect data on
prospective sub-project impgacts on {nvestment, employment,
generation of export earnings, and utilization of plant capacity.
This information will be used for periodic evaluation of over-all
project effect.

4. Social Soundness Analyeis

a. Summary

participanta: The Commercial Credit Diacount Pund
will directly affect and asnint farmers and entrepreneurs who are
already credit-worthy in the opinion of the commercial banking
system, More mobile, lens financially secure farmers and
entrepreneursa, and posuibly those whonse relfance on the use of the
Spanish, Mayan and Creole lanquages places them at a dinadvantage in
the predominantly English-speaking commercial banking usystem, will
find direct acceas to the project loans more difficule,

Conntraints; Cultural pluraliasr dividen an already
umall national market and labor bane of 150,000 people into yet
smaller markets that are distinct (n value, motivationas and
preferences.
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Badly maintained roads and other factors allow groups
such as Mennonites, Mayans, Caribs, Salvadoran refugees, and in the
future also refugee Haitians, to remain distinct rather than to meld
into a homogeneous national culture/market/resource pool.
Paradoxically, mobility is high between the scattered settlements,
and emigration is the goal of many.

Credit: When the financial system is liquid, which it
has not been recently, credit {s available to those who qualify
through credit unions and commercial banks.

Motivation: 1Initiative will have to be nurtured and
rewarded in order for Belize to realize the potential of its natural
and human resourcas.

b. Many Markets

Belize is a pluralistic society of many ethnic and
cultural groupas. This {5 a self-evident and locally self-held
perception of which Belize {8 justly proud. Gradually, and
particularly since independence in September 1981, a Belizean sense
of {dentity is emerging, and a homogeneous Belizean "market® may
emerqge in time. In Belize City the predominant part of the
population of 50,000 is Crecle, an Anglo-African culture with strong
tiea to the US and the Caribbean. 1In Belize the Creolesa are skilled
and semi-skilled urban dwellers, not farmers. They live in downtown
neighborhoods in Belize City where they own small snack shops,
atores, provide services, and earn wages as clerke, teachers,
craftamen, and laborers. The workers in the city abattoir are all
Creole, although the manager ia not. Expectations are )ow, as
expressed in the Creole expression, *Don't hang your hat higher than
you can reach.® The basic motivation for working is to earn cash to
pay for necessities,

Agfans, particularly Chinese and Indians, and Lebanese
own somewhat larger general stores in the husinesd center of town,
and appear to remain culturally separate. Anglo-Saxon Delizeans and
some American exnatriaten play copspicuous rolea {n the major,
capital-intennsive businesses., MHispanics and Mayans are a amall
portion of the population of Belize City, although they predominate
in the northern areas where NBelize horders Mexico, and the wesat
where it bordern Guatemala. The scuthwont was settled by Mayans
from Guatemala, and the nouthern coast {s predominately Carib
(Afro-Carib Indian).

Mennonite communities in the north and weat of Belige,
as well aa the Spanfanh, Mayan, Carib and to a lesser extent Creole
communities, have varying degrees o! {ntereat {(n remaining
culturally fsolated. Throughout Pelize remnants of the old colonial
socio-economic class atructure further divide the countty into
winners and losera., The traditional elite live woll though not
catentatiously, and form a cloae network of financially savvy
entreproneuta,
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c. Income

National per capita income figures, much less
disaggregated statistics, have not been tabulated. A common
estimate of the average ger capita i{ncome is $1,000, and the median
Eer capita {ncome 1is 260 . These estimates were based on a 1980

ousehold expenditure survey and used 5.5 persons as the typical
family size. Indicative of typical income is a recent local
newspaper advertisement to hire a manager and an assistant manager
for the Belize Food Processing Plant, one of several good quality
local food enterprises. With the qualification of 3-5 years of
managing a business, the offered salary was $7,200 for manager. An
"A-level" (2 years of college) in chemistry was required for the
assistant manager's job, at a salary of $3,600.

d. Educat{gg

Literacy, at least in English among English-speaking

Belizeans, is apgarently high because primary school attendance {is
compulsory. Although Belize City {s predominantly English (and
Creole) speaking, half of the total population speaks Spanish, Mayan
or Carib-Creole languages as thelr notﬁer tongue., Access to an
adequate education, opportunities for higher education, and
specialized training are limited. One banker commented that his
bank customers have little problem tilling out forms tu open
accounts or apply for loans, but that the bank ttself has difficulty
hiring trained or trainable staff. On the other hand, an aggressive

oung Creole businessman urgently wants training so that he can
etter manage his successful meat processing business, but he knows
of no opportunity to get it in Belize,

e. Accens to Credit

In addition to borrowings from family and friends,
credit {n avaflable from 23 credit unions and four foreign
commorcial banks. In recent months, however, capital resources have
severely declined. The credit untons, which depend on memhers'
savings depositas, are undercapttalfzed, while the commercial bhanks
ave customarily fully loaned out.

While credit unfons are preferred by many people for
thelr netghborhcod accoss and political connections, more affluent
Belizeans deal with the four banka: The Royal Bank of Canada, which
Com0 to Belize «n 191272, Barclays, 1949, The Bank of Nova heotia,
1968; and the Atlantic Bank, which was sct up fointly by the Chase,
the Doutache Hudamerikantache, and the Banco Atlantida of MHonduras
in 1971,

Different dogroos of cullateral are neceasary to get a
loan, depending on the personal reputation and credit-vorthiness of
the loan applicant. Banks do not consider land to be saleable
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collateral. One bank, having taken possesaion of 20,000 acres of
land in forfeit for a defaulted loan, has found it impossible to
find a buyer at what it considers bargain prices, Thus, the unequal
ownership of land in Belize does not necessarily mean inequalities
in acceas to credit. Banks prefer liquid collateral.

The Atlantic Bank is a savingu bank with an entirely
bilingual staff, which farmers use for short-term loans, typically
$2,500-$25,000 at 19 percent. A current loan in their portfolio is
a $15,000 credit to the Mennonites for poultry and eqg production.
The Bank of Nova Scotia will only conasider applications for
substantial, fully secured loana, They feel that smaller loanr of
$5,000 to $10,000 are not worth the paperwork, while very large
loans - those above $50,000 - are authorized {n Tcronto. The Royal
Bank of Canada, which also has branchea in Corozal, Ora'uge Walk,
Stann Creek, Belmopan and San lgnacio, lends to small farmers at 2-3
percent above prime., They make no long-term loans because of lack
of liquidity.

Barclays takes a s*rong public service stance {n {ta
advertising and its lending policies, and {s the preferred bank of
the English community {n Pe¢.ize. The Bank makes genercus corporate
contributions to local cha.iti{ea throughout the English-speaking
Caribbean, pruvides scholatships and training, and considers {taelf
an agent of development. Narclays International Development Fund
has withdrawn from helize, Lut Barclays stil]l maintains §ta Farm
Plan Loan schenre for srmal  tfarmers,

The Yare Plan lLoan Scheme s tarqgeted on
businsss-oriented farrets with Letween % and 50 acres {(leasehold or
freehold) and total assets nut to exceed §%0,000., There should be a
ready market for thell pruduct, t.e., sales to a marketing
asgociation vt to a private buyer under cuntract, Loans are made
for land cleariny and preparation, conatruction of farm buildings
and roads, putchase of equlpmeat, land, seed, Insectloides,
Jivestock and stuckfeed, and fental of equliptent fur hatvest,
packaging, and tranzpart. Any branch of Barclaya in Belize Citry,
Qrange Walk, Corozal, Belpupan, and Dangtiga (Stann Creck) may
authorize luang up to §1%,300 of which halt may be unzecured,
Interest is not subsidifed, but 18 bLaced on conmercial prime plua |}
1/2 petcent. The terw ot (epayront 1z 10 years ecxvept fur annual
crops, in which caese loans shouuld Le tepatd within onhe year of the
gale of the crup. Althouyl Barclays would prefer to secure the loan
with property, the tana's agaistant manager slreases that the
uhavallabllity of sgecurity dues not prevent a farkol getting
financial amsistance whefe he has Jdetohatrated that he hasg a viable
ptoject, posscsces tho tecesadrfy bki1lle to uperate a auccenafuyl farm
operation, and te of good reputation. MNarclaye has not been able to
sake Farm Plan lLoan Bcheme lcane {n recent monthe because of a lack
uf loanable funde,



«3l-

‘£, Initiative

In Belize, the paucity of rewards, be they in material
wealth and posseasions, or in suatained prestige, limita the
incentive to work hard or to create new enterprises. Life is
slow-paced. Many people are poor but surviving, and there is little
oevidence of wealth through ostentatious display. Basic household
equipment, like refrigerators, or services such as electricity, are
80 expensive that little cash remains for discretionary purchases,
which tend to include imported magazines, movies, fashions, tinned
foods, and durable goods from the U.K., U.S., Central America or
Jamaica. A national identity has not emerged to envelop the
cultural pluralism, although a nationalistic response to the
Guatemalan claim on Belizean territory may develop. Indicative of
recent trends to encourage national identity is the Prime Minister's
recent proposition to exempt locally-produced cultural chows from
payment of the entertainment tax, and to exempt from customs duties
phonograph records produced abroad by Belizean artists,

Por the entrepreneur, Belize is not one small market
Oor resource base but many micro markets, in which the complex
politics of a small, diverse population and the multiplicity of
local preference and skills is an impediment,

In addition to the cunatraints of pluralism, a local
journaliat notes that °"Starting a business in Belize is not easy,
and when that busginess fnvelves manufacturing a product for local
sale the odds against any fledqling entrepreneurs become
astronomical., The reasons often vary, but what stops most people (s
a chronic shortage of capital, the diseconomies of small-scale
production, and an historical prejudice in favor of imports,*®
{Brukdown, Hovember, 1979). The mayazine i8 now out of business,

5. Effects and Beneficiraries

The Pro)ect will have a developmental effect through
its focus on agriculture, 1dentified an Belize's key development
gector, and the mobilization of private sector forces -- bankers and
businessmen -- (n {ts revitalization and expansion, Direct
continuing beneficiarfes of this will include, among others, the
skilled and unskilled labor for whom new Jobas are created, and the
local) producers and asuppliers of raw materials for new
agriculture-related 1ndusrty, genetally amall and mediun farmers,
Other specific groups nay come to mindy the Project will touch on a
variety of heneticlaries at all levels of Helfrean society. The
macroeconomic effects and benefits of thia Project will be balance
of payment support and an 2aaing of the domeatic credit aquoese.



D, Implementation

1. Negotiation

Negotiation of the Loan Agreement with the Central
Bank will include Agreement between A,I.D., the Central Bank, and
the commercial banks on the lending terms and discount eligibility
criteria to be applied throughout the Project. This agreement has
already been reached in principle.

2. Timetable

a. Documentation

Authorization and Agreement 8igned: March, 1981,

b. Dishursements

June, 1983 - June, 1985,

J. Procurement

Procurement financed under ths Commercial Bank
Discount Pund will be governed by the rules applied by the lending
Banks, which will comply with A.1.D. Handbook 15, Appendi{x G-7. Th
firat use of the A.1.D, Loan funds will be tied to the procurement
of goods and services of U,5, (Code 000) or Belizean Source and
Origin.

4. Disbursement

The A.!.D. Loan will be disbursed i{n Dollars via
elaectronic transfer to the New York Pederal Reserve Account at the
Central Bank on demand as required for diacount operationa, An
impreat fund covering up to an eatimated )0 days' needs may bhe
eatablished.

The Central Bank will malntain recorda aufficient to
shov compliance with the Code 000 and Beligean aource and origin
roeatriction on the flgat use of A.l1.D. lLoan funds,

5. Moniroring and Reporting

The utiltzation of the proceeda of the A.I.D. Loan
will bt monitored by the A,1.b. Heprenentative in Reline, Por
.pcclnlllcd end-use checks and cvaliatjons he may call on the
Controller's Office ULAID/Hunduras, techniclans froma other neatby
Miesions, or AlD/W. The Discount Fund may finance 40 or more
Aubprolecta; each one should be visited by the Central Bank, the
commercial banks, and Ly A,l, b,

The Central Hank will provide a Quatterly report on
the financial pusition of he Diacount Pund, with detalled atatus

teporta un eath subprolect,
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6. BEvalu o

Evaluations will look to the degree of achievement of
the Purpose (°to increase private sector productive investment {n
agriculture and related industry®) through two windows: (a) the
expected outputs of new investments {subprojects), the establishment
of the Discount Fund on a permanent basia, and the change in banking
policy to include long-term credit; and (b) the effects of
successiul subprojects - increased agricultural areas and
productivity, new {nduatry, increased and diversified produce and
products for domestic and export sale, and the employment and income
created by the above. There will be an Interim Evaluation after one
full year of diacount operationa (9/84), and a final evaluation in
early 1986, shortly after the December 31, 1985 PACD.



$C(1) = COUNTRY CHECRLIST

Listed below are statutory
criteria applicable generally to
PAA funds, and criteria
applicable to individual fund
sources: Development Assistance
and Economic Support rund,

A. GENERAL CRITERIA POR COUNTR
BLITY

1. PAA Sec. 481. Bas it been
determined that the
government of the
recipient country has
failed to take adeguate
steps to prevent narcotic
drugs and other
controlled substances (08

- defined by the

Comprehensive Drug Abuse

prevention and control

Act of 1970) produced or

processed, in vhole or in

part, in such.countfy, Of
transported through such
country, from being scld

{llegally within the

jurisdiction of such

country to D.S.

Government personnel or

their dependenta, or f{IOM

entering the U.S,

unlavfully?

2. A Sec. €20(c). If
a88istance i35 to &
government, i8 the
governnment liable a8
debtor or unconditions)
guarantor on any debt to
N 0.8, citizen for goods
or services furnished of
ordered vhere (a) such
citizen has sxhausted
available legal remedies
and (b) the dedbt 18 nOL
denied or contested by
such government?

\%
3

I
o

\
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PAM Sec. 620(e)f4). 1If
assistance is co a
government, has it
(including government
agencies or subdivisions)
taken any action which '
bas the effect of
nationalizing,
sxpropriating, or
othervise seizing
ovnership or control of
property of D.S. citizens
or entities beneficially
owned by them wvithout
taking steps to discharge
its obligations toward
Buch citizens or entities?

AN Sec., 532(c), 620(a
CAPRALT F?‘T?Ef“l'

§¥§zopriation Act Sscs,
and 513, s
recipient country a
Communiet country? Wil
assistance he provided tQ
Angola, Cambodia, Cubas,
Laos, Vietnam, Syria,
Libys, lrag, or South
Yemen? WwWill assistance
be provideéd to
Afghanistan of Mozambique
vithout & wvaiver?

EDCA of 19B) Secs. 124,
] ané 30, Fot
specific resttictions on
assiatance 0 Nicaragus,
see Sec. 114 of the ISDCA
of 1%8). ror specific
gestiictione oh
adsistance to L)
galvador, see Seca. 7127
and 730 of the 18DCA of
198).

PAA Bec., €2014). Hfas the
countty persitted, of
failed to take a2dsquate
measules to prevant, the
Sarage of destruction by
mob action of 0.1,

propercy?

A v
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30.

PAM Sec. 620(1). BRas the
country tailed to enter
{ipto an agreement vith
oriIC?

PAL Sec. 620(0):s .

prghermen & protective
ct © as amended
ec. 5. (&) BHas the
country seized, or

{mposed any penalty or
sanction against, any
p.5. Lishing activicies
in international wvaters?

(b) If so, has any
deductinn required by the
Pishermen’'s protective
ACt been made?

A Sec. 620(q); TY 198
ropriation Act Sec.

. (a) Has the
government of the
gecipient country been in
default for MoTe than six
ponths on interest OI
principal of any AlD loan
to the country? (D) Has
the country been in
default for more than one
year on interest oOr

rincipa) on any D.S.

oan unde: a plogram for
vhich the appropristion
bil) appropriates funds?

gec. 620(s). 1¢
contemplated asaisLANCS
{s development losn Of
frons Pconomic Support
'Uhd. has the
Adainistrator taxen into
account the amount of
foreign exchange of othel
gesoutces wh.ch the
COURtIy has gpent on
military equipment?
(Referance nay De made tO
the annual *Taking iAo

Yus:

16
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12.

3.

-"

consideration® memo:
*ves, taken into account
by the Administrator .at
time of approval of
Agency OYB.° This
approval by the
Administrator of the
Operational Year Budget
can be the bacis for an
affirmative answer during
the fiscal year unless
significant changes in
circumstances oECur.)

FAMA Sec. 620(t). Has the
country scvered
diplomatic relations with
the UDnited States? 1£
80, have they been
-resumeé and have new
bilateral assistance
“agreerents been
rego::nted and entered
into -ince such
resur;tion?

FAM Sec. 620(u). What is
the payment status of the
country's U.k.
obligaticnse? 1f£ the
country 1& 1n arrears,
were zuch arrecarages
taken intc account by the
AID Adrinistrator in
deterrining the current
AID Operaticnal Year
Budgety (kelerence may
ne made to the Taking
into Coneideration memo. )

yAA Sec. C20A; FY 1982
Appropriation Act fec,

6. Has the country
Lided or atetted, by
grenting sancluary from
prosecution 1o, any
{ndividual or group which
has committed arn &ct of
fnternationsl terrcri.n?
gas the countly aided oOf

p4
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as.

6.

-5a

abetted, by granting
sanctuary from
prosecution to, any
{ndividual or group which
has committed a wal crime?

FAA Sec. 666. Does the
country object, on the
basis of race, religion,
pnational origin or sex,
to the presence of any
officer or employee of
the U.S. who is present
{n such -ountry to carry
-out economic developnent
programs under the FAA?

_PAN _SecC. 669, 670. Bas
the country, after August

3, 1977, delivered or
received nuclear
enrichment or
reprocessing equipment,
paterials, ol technology.,
vithout specified
lttlngcments“ﬁ?’ o
safeguards? Has it
transferred 2 nucleat
explosive device to A
non-nuclear weapon state,
or if such a stats,
ejther received oI
detonated a nuclear
explosive device, after
avgust 3, 15777 (PAA
gec. 620 permits &
special vaiver of SecC.
669 for pakistan.)

GngA of 1981 Sec. 720.
a8 the countly
reprepented 8t the
Meeting of Ministers of
poreign Affairs and Heads
of Delegations of the
Non-Aligned countries to
the 3t Cenersl) Session
of the Genersl Assenrdbly
of the U.n. of Sept. 29
and 26, 19¢l, and t..1led

pq~

k
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to disassociate itself
from the communique
{ssued? .1f so, has the
President taken it into
account? (Reference may
be made to the Taking
{nto consideration memc.)

ISDCA of 1981 Sec. 721,

Tee special reguirements
for assistance to Baiti.

DING SOURCE CRITER
NTRY ELIGIBILITY

pevelopment Assistance
Eountry Criteria,

a. FAA Sec. 116. Has the
pepartment of State
determined that this
government has engaged in
a consistent pattern of
gross violations ©
internationally
recognized human riguts?
1f so, can it be
demonstrated that
contenplated assistance
will directly benefit the
needy?

conomic Support Fund
ountry Criteria

a. FAM Sec. 502B. Bas
{t been deterrined that
the country has engaged
{n a consistent patteln
of gross viclations of
{pternaticnally
gecognized human rights?
y¢ so, has the country
made such significant
fmprovercnts in 1te human
gighte recor ¢ that
furniehing such
assietance i& in the
patioral interesi?
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b, ISDCA of 198), Sec.
725 . 1f ESF 18 to be
furnished to Argentina,
bas the President
certified that (1) the
Govt. of Argentina has
made significant progress
in human rights; and (2)
that the provision of
such assistance is in the

national interests of the .

00807

c. ISDCA of 1981, Sec,
726 . 1L ES?
assistance is to be
furnished to Chile, has
the President certified
that (1) the Govt. of
Chile has made
significant progress in
human rights; (2) it is
in the national interest
of the U.5.; and (3) the
Govt. of Chile is not
aiding international
terrorism and has taken
steps to bring to justice
those indicted in
connection with the
purder of Orlandc
Letelier?

np



5Cc(2) PROJECT CBECKLIST

Listed below are statutory
criteria applicable to projects.
This section is divided into two
parts. Part A. includes criterda
applicable to all projects. Part
B. applies toO projects funded
from specific sources only: B.l.
applies to all projects funded
with Development Assistance
Funds, B.2. applies to projects
funded with Development
Assistance loans, and B.3.
applies to projects funded from
ESE.

CROSS REFPERENCES: 1S5 COONTRY
CHECKLIST UOP
TO DATE? BAS
STANDARD ITEM
CHECKLIST BEEN
REVIEWED POR
THIS PROJECT?

A. GENERAL CRITERIA POR PROJECT

1. PY 1982 Appro riation Act
Bec. 524; FAA Sec. 311X
Tec. 6O3(D).

(a) pescribe how
authorizing and appro-
priations comnittees of
genate and HRouse have
been or will be notified
concerning the project;
(b) is assistance within
(Operational Year Budget)
country or international
organization allocation
reported to Congress (Of
not more than $1 million
over that amount)?

2, %AA Sec. 611(a)(l). Prior
0 obligation in exCceds

of $100,00, will thert be

'% o"
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{a) engineering, finan-

cial or other plans \[2 3
necessary to carry out

the assistance and (b) &

reasonably firm estimate N3
of the cost to the U.8. —
of the assistance?

FAA Sec. 611(a)(2). 1t
!urtﬁer Iegxs ative

action is required within

recipient country, what Norng Reavidt),
is basis for reasonable

expectation that such

action will be completed

{n time to permit orderly

accomplishment of purpose

of the assistance?

PAMA Sec. 61)1(b); FY 1982
Appropriation Act SeC.
201, 1T for water oOf
water-related land
resource construction,-
has project met the
standards and criteria as
set forth in the
principles and Standards
for Planning Water and
Related Land Resources,
dated October 25, 19737
(See AID Handbook ) for
nevw guidelines.)

FAA Sec. 611(e). ¢ 4

project is capital

assistance (e.Q.,

construction), and all

D.S. assistance for it

will exceed $) million,

has Mission Direc .Of

certified and Regional

Assistant Adninistrator

taken into coneideration

the country's capabilit

effectively to mainuiny Y“o
and utilize the project? —
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6. JIAA Sec. 205. I8 project
susceptible to execution
as part of regional or 'I
multilateral project? 1If M N
so, why is project not ‘80 .
executed? Information Thowr WO(GM'

and conclusion whether
assistance will encourage

OPAATIr biive WA LTTLE

regional development Frover BN Resiarats- PISLIS

prograns.

7. IAA_Sec. 601;15.
Information an e, (D, (e) - YES.

conclusions whether

project will encourage - b
efforts of the ~ountry Nl m"'ﬁ
to: (a) increase the oN OTHER s L,

flow of international
trade; (b) foster private
{nitiative and
competition; and (c)
encourage development and
use of cooperatives, and
credit unions, and ____
savings and loan
associations; (9)
discourage monopolistic
practices; (e) improve
technical efficiency of
{ndustry, agriculrure and
commerce; and (f)
strengthen free labor
unions.

8. JIAA Sec. 601(b). .
nformation an Paivaty Ub 1rrsBes aike

conclusions on how

project will encouug‘o ar N TO Arbwd™
U.5. private trade ané
{nvestment abroad and I e paTesTe

encourage private 0.8,
participation in foreign
gssistance prograns
(including use of private
tzade channels and the
‘segvices of U.B, private
snterprise).
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9. gsec. 612(b), 636(h);
Appropriation
ct Sec. . Describe

steps taken to assure
that, to the maximum
oxtent poseible, the
country is contributiny
loca)l currencies to nmeet
the cost of contractual
and other services, and
foreign currencics owned
by the D.S. are utilized
in lieu of dollars.

i0. EAA Sec. 612(4). Does
: e U.S. oWh excesd
foreign currency of the
country and, it so, what
- arrangements have bean
_ladc for its release?

il. EAA Sec. 60l(e). Will
e project utilize

comperitive selection
procedures tor the
avarding of contracts,
except where epplicable
procurement rules allow
othervise?

2. 1982 Appropriation Ac
50: T5Y. 17 assistance
18 for the production of
any commodity for expore,
{8 the commodity likely
to be in surplus on world
markets at the time the
gesulting productive
capacity becoees
operative, and is such
assistance likely to
cause substantial {njury
to U.5. producers of the
pane, sinilar or
conpeting comnodity?

1). 116(C2 and Sd!o
Ooes Lhe pruject comply
vith the env tonmentad
procedures set forth in
AlD kegulation 167 DoOed
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the project or program
take into consideration
the problem of the des~
truction of tropical
forests?

14. PAA 12)1(d). I£ a Sahel
project, has a determina-
tion been made that the
host government has an
adequate system for
accounting for and
controlling receipt and
sxpenditure of project
funds (dollars or local
currency generated
therefrom)?

PUNDING CRITERIA POR PROJECT

1. Development Assistance
Project Criteria

8. sec. 102(b A B

PAA

which activity will (a)
effectively involve the
poor in development, by
extending access to
econony at locsl level,
increasing labor-inten-
sive production and the
use of appropriate
technology, spreasding
investment out from
cities to small tovns and
rural aroas, and inauring
wide participation of the
poor in the benefits of
development On a BuUb~
tained bazis, using the
sppropriste U.5. (nati-
tutions; (b) help develop
cooperatives, especially
by technical azsistance,
vo assist rutal and urban
poot to help therselred
tovsrd better life, and

Ao
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otherwise encourage
democratic private and
local governmental
institutions; (c) support
the self-help efforts of
developing countries; (4)
promote the participation
of women in the national
economies of developing
countries and the
improvement of women's
status; and (e) utilize
and encourage regional
cooperation by developing
countries?

b. FAA Sec. 103, 10!%,
104, . . Does the
project fit the criteria
for the type of funds
(functional account)

being used?

C. FAA Sec. 107. 18 _
emphasis on ‘Use Of{i8pPPLO=
priate technology
(relatively smaller,
cost-saving, labor-using
technologies that are
generally most appro-
priate for the snall
farms, szal) businesses,
and small incomes of the
poor)? -’

d. FAA Sec. 110(a). Wild
the recipient country
provide at least 25% of
the coets of the program,
project, or activitiy
with respect to vhich the
assistance is to be
furnished (or i{» the
latter cost-sharing
requirement being vaived
for & “telatively least
developed® country)?

(£) TS PATeT sive HNE
U Aot PrEels
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@, FAA Sec. 110(b).

Will grant capital
assistance be disbursed
for project over more
than 3 years? If s0, has
Justification satise
factory to Congress been
mpade, and efforts for
other financing, or is
the recipient country
*relatively least
developed*? (M.O. 1232.,1
defined a capital project
as °*the construction,
expansion, equipping or
alteration of a physical
facility or facilities
ginanced by AID dollar
assistance of not less
than $100,000, including
related advisory,
managerial and training
services, and not under-
taken as part of a—
project of a predom-
inantly technical
assistance character.®

£. PAN Sec., 122(b). Does

the activity give
geasonable promise of
contributing to the
development of economic
resources, of to the
increase of productive
capacities and self-sus~
taining economic grovth?

9. JFAA Sec. 2B)(b).
Describe extent to which
program recognizes the
particular needs,
desires, and capacities
of the people of the
country; utilizesa the
covntry's intellectual
FesouICes tC encouUrags

Aold
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institutional development;
and supports civil
education and training in
s8kills required for
effective participation in
governmental processes
esential to self-government,

riteria (Loans Only)

r 8 £Qve10pment Assistance Projact

8. . FAA Sec,
Ynformation and conclusion

122(b).

on capacity of the country
to repay the loan, at a

- reasonable rate of interest.

PAN Sec. 620(4). 1If

assistance 18 for any
productive enterprise vhich
will ccmpete with 0U.S.
enterprises, is there an
agreement by-the recipient
country to prevent export
to the U.S5. of more than
208 of the enterprise's
annual production during
the life of the loan?

[SD.A of 198, Sec. 724

(c) and (d). 1?f for
icaragua, does the loan
sgreement reguire that the
tunds be used to the
paximue extent possible for
the private sector? Does
the project provide for
monitoring under PAA BeO,
624(9)?

3. econosic Support pund
oject Criteris
8. FAA Sec. %))1(a). Wi}

this assistance promote
economic or politica’,

OPF\WE 1Rndan- EPRR M\
TWE CPATA. T WP (RDWrwy
e Eror T



b.

stability? To the extent
possible, does it reflect
the policy directions of

PAA Section 102?

gec. 53)(c). Wil
assistance under this
chapter be used for
military, or paramilitary
activities?

Sec. 534. WwWil) pS?P
unds be used to finance
the construction of the
operation or maintenance
of, or the supplying of:
fue) for, a nuclear
facility? 1f so, has the
_President certifjied that
such use of funds is
= indispensable to
nonproliferation
objectives?

Sec. 609 . -T!-—-—-;
commodities are to be
granted s0 that sale
proceeds will accrue to
the recipient country,
have Special Account
(counterypart)
arrangements been made?

N
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ANNEX B

Shse Clsott ta?ﬁﬁoQ;?Ljii Qj%ANI wd&%ﬁ““

Cope Fonct B
Coutrod Vovoseon

28 Yebruary 1083

Nr. Neboyaha R, Brashich
‘.!.D. R‘p resentative
Ve8.A.1.0, Misaion to Belise
Anerican Labaassy

BELIZE CITY

Dear Mr. Braasbich,

On Lohalf of the Government of Belise, I beredy request
the Agency for lnternational Develepment 1o extend a lLean of
Five Million tnlted States Uollare, on the most concessional
tersa possible, to the Central Bank of belise.

This loan will Lo umed tu catablinh a Commercial Baul
Discount Fund, tu be Leld and adalnistered by the Central
Bank, whitch will Jdiscount private commercial bank credits to
bo extended un teima and for putpumen to be defined (n detall,
The ove:iall putpose vf this (redit vperatiovn will be te
#ncourage [tivate acilor productiive Investment In agricullure
and related 1udustry, with mpecial prilortty (v be glven Lo
Invos'sent whlch wiferms jpusalbiliticn of creating easportis,
Repayment of thie U.0. iollar loan will bLe the rilpol.‘.‘ll"
0f the lettlral etk of Dellise,

My Lovernmeut! welcumen tLin asslatance frem A.I.D.. and
We lovk furvaid tu an early negutlation of an Agresment
Coverling thile reoqueated credit,

Kindeaet regardm and bLeal wviahes.

Bincorely,

(&mﬁm: FAILCE)

Prise MNiainter
apd Minimter of Finanse

o



ANNEX C

INITIAL ENVIRONMENTAL EXAMINATION

PROJECT LOCATION:

PROJECT TITLE:
FUNDING:
LIFE OF PROJECT:

1EE PREPARED BY:

BEL1ZE

Commercial Bank Discount Fund

TY-83 (2nd Quarter), §5 Million Loan
FY 1983-FY 1986

James J. Talbot, REMS/C

M f]/(aill#’ Memd 3 113

6/ Slgnatyte - Date

ENVIRONMENTAL ACTION RECOMMENDED: Negative Determination

CONCURRENCE

B Ot Mo 9 Me

Neboysha R. vrashich " Date
Al

). Kkepresentative

4



UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT -
WABMINGTON O C 20323

LAC/DR~1EE-83-32

ENVIRONGNTAL THRESHOLD DECISION

Project Location

Project Title and Number

Funding

Life of Project

1EE Prepared by

Recamended Threshold Dec{sion

Bureau Threshold Decision

Copy to
Copy to

Gopy to
Copy to

- e

Belize

Conmercial Bank Discount Pund
305-0003

3,000,000 (L)

& years

James Talbot, REMS/C
Negative Determination

Concurrence vith Recommendation

Neb Brashich, Mission Director,
Delize

James Talbot, RIMS/C, USAID/Fort au
Prince

Karen Peake, LAC/DR
1EE File

Ansnsan / ,'/4/;"21 mcogg@i ne

Jameo 5. Mester
el Envitonsental Officer
Bureau for fatin Anerica

and the Caribttwean
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INITIAL ENVIRONMENTAL EXAMINATION

COMMERCIAL BANK DISCOUNT FUND
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I. DESCRIPTION OF PROJECYT

This project will provide a $5 million loan to Belize's
Central Bank to establish a discount fund against which four
local banks can discount new loans in underdeveloped subproject
areas of the private sector. Such subprojects will be subject
to epecific eligibility requirements and discount and lending
terms. The long-range goal of the project is to increase
Belize's national agricultural product by 50 percent in real
terms between 1982 and 1990. The purpose of the project is
to increase private sector productive investment in agriculture
and related industries. Some end points of development will

be:

(1) increased productivity within particular sectors;

(2) new agriculturally-related light industry;

(3) diversified domestic and export products and

markets; and

(4) better incomes and employment opportunities.

Several potential subproject areas have beun suggested by
Barclays and The Bank of Nova Scotia and have been reviewed by
USAID/Belize. These projects are presented herein as illustra-
¢ive of the kinds of projects which may be supported by the AID

project:

o Crop Production: grain market, mangoes, banana
industry, citrua, edible oils;

o PFisheries: shrimp fishingy, demonstration projects;
o Timber Production and Harvesting: logging operations

and timber farmingj

0 Agro-processing Industries: export packaging/manu=

facturing, cannhed gooda;

o Miscellancous: retractory, livestock and dairy,
agriculture and forest waste, agricultural waste

for animal fecds,

I1.  SCOPING OF ENVIRONMENTAL ISSUES

Pach of these subprojects ralses certain environmental

issues and should be addressed on a case-by-case baais,

With-

out epecific details reqarding site location, degree of develop=

ment proposed and resoutces to be applied,

to addresa cnvironmental impacts in any torms uther than
generic., tor the asake of this analyals, a Jeneral dincusslion
of the issucs will Le conducted using the arbitrary categorical
qroupings of projects frreviously mentioned, along with thelr
respective anticipated projsct sffocts, The goal of thia

approach is to flag key lsasues,

briefly discuse environmental

&

1t hecomes Jdifficult

5



effects and suggest mitigative measures or environmental guide-
lines for environmental protection in accordance with what is
known about the effects of similar proiecta in other areas,
fhole guidelines may then be used a3 minimum conditions for
oans.

o Crop Production

In the agricultural sector, credit needs could focu.i oni
grain markets, mangoes, bananas, citrus, edible oils, and crops
other than sugar cane (which will not be supported under this
UBAID project). The major environmental concerns of davelop-
ment of any one of these crops include: use of agricultural
chemicals, land clearing and soil management,

= Soil Management., The field activities of the project,
although not known at this time, are likely to be
centered in areas where many of the aforementioned crops
are already established or where land use planning has
indicated their adaptability. Such areas include the
tann Creek and Belize River valleys, and affect parts
of Cayo, Stann Creek, Belize and Toledo Districts,
These are areas of high rainfall (80-120 inches) and
consiat of soils clasaified as alluvials (alfisols),
oxi{eols and ultisols., Table 1 presents some gensral
characteristics of the major soil types of DBelize
which delimit their manageability,

Table 1. Soil rertility Analysis for Topsoil (Depth, 0-6 inches)
Representative of Main Soil Types in Belize!l

Parameter Ultisol Oxiaol Alluvial Vertisol
pH ).0-5.0 4.%5,%  5.0-7.0 5,0-8,0
Organic Matter (VW) 0.75-2.25% 0.,715%-3.0 1.%-%.0 4,5%-75%
P (ppm) 0-) 0.3 }-15 1-4
K (ppm) 2%-12% 25=200 50-2%0 J0O0-40%
Ca (ppm) 200-2000 200-4000 6000-12000 12000-2%000
Ng (ppm) 0~-200 0-200 200=000 2000=-3000

Cation Exchange
Capacity (Milli-

equivalenta/100
gram) 1-19% 10-2% 25=%0 50-80

Base Baturation (8) 5-40 19-40 50~-80 80-90
1 —

H. Vernon, Ag. Chemist (Boils), Central Farm. Personal
Communication,
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The alluvial soils are generally deep, fertile,
slightly acidic, and loamy; oxisols and ultisols

are acidic, infertile, high in clay content, and

are subject to some drainage problems in certain
areas of Belize. Alluvial soila are easy to managej
oxisolas and ultisols present considerable management
difficulties, although the bettar drained oxisols in
the Stann Creck District are being properly managed
for citrus production (even though farmers find the
economics of living are too costly, decreasing
profits).

Major soil management concerns are associated with
choice of land clearing methods, fertility main-
tenance, and prevention of erosion, especially on
hillaides,

- Use of Pesticides, In accordance with tection 216,3(b),
Pesticide Procedures, a scparate analysis of the en~
vironmental aspects of pesticide usage associated with
the proposed project was carrvied out in 1962, A report
prepared by Dr. Carl Barfield (Attachment 1) and a
corollary memorandum entitled, “I‘nvironmental Assessment
for Proposed U.S. Assistance loan to Belize™ (dated
8 Nov 82) sent to James Hester, LAC Enviionmental
officer, from Carroll Collier, Pest Managent
Specialint with SAT (Attachment J) will zatiasfy the
requ’rement s of the regulations for projects that
involve procurement or use of pestlcides.

The Collier tietho addressed concerns ratsed in the
Barficld scport which deal with jpesticides and an
expanding agro-induatry 1n Belize. These conCcerna
were rephrased as mitlgative measuras for the pro-
ject and 1nclude; {1) safe use uf the herhiteide
Paraquat; (2) monltoring the safe use of Paraquat}
(3) training in pesticide safety; (&) deletiaon of
ehlorinated hydiocaghbans o Alt-spunsored prozact.
REMS/C haes additicnal comments and suygestlond in
this matter, and thesc afe summal ized in the section
on "Analyaias of Environmental Effects,*

0 [Pisheries Develupment

Rich shrimp beds at the mouth of the faratoon River in the
southern part uf flelize have beecn explouited since about 1966,
Offahare filahetles fof rock lobaters, red snapper, conch and asome
pea turtle are also productive, Capabllitica cexist in Beline
City for fieczing ahd paching of fish produce, pand culture of
shrimp 1»s poasible alany Lrackish lagoons hut could destroy
valuasble mangrove fugeats If nat propes iy situated and managed,
Without pite-apecific jocat jon of ptojoeed develujetentl, projecs
tion of impactie are jmpaasilile at this Ujiste, such altes shuuid
be acrutinined, howevas, wheh luvane ate tevicwed ahid chvlsuhmontal
protection guidelines aptilied aa needeld, )
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Problems with expansion of the offshore fisheries focus
on over-fishing, especially of the large edible snail,

gtrombus igas, the queen conch. Much of the offshore fish-
eries epeng on breeding and spawning grounds in the coastal

mangroves and associated lagoons. These linkages are vital
to a healthy resource base and should be wisely managed.

o Timber Production and Harvesting

The major environmental concerns associated with the
development of the forestry sector are deforestation-refores-
tation. Since most of the harvestable and acceasible commercial
stocks have been logged and reforestation efforts are minimal,
cautious observation of development plana should be in effect.

0 Agro-processing Industries

Light industry, which will expand to process agricultural
producte such as fruits and vegetables (in addition to the
gtann Creek val,ey citrus processing plants) or meat canning,
can aggravate an alirceady acute sewage problem in Belize City,
Most of thie coastal waters for several kilometers north or
south of the Clty are so badly polluted that bathing 1s not
advised. KLM5/C visual check uf the shoreline indicated the
presence of indicatursd of pollution such as blue-areen and
green alyac, foul udurs, and turbid waters. No date was avail-
able on wate: quality parameters for the coastal waters)
therefore, cloude monltoring of the altuation 1 warranted,
Dissolved solids in the Belige Kiver upstream of the City
range from 290-1141 mg/l (Jenkin et al., 1976). Untreated
effluent from canning facilities will add to the BOD load,
introduce sediments tu the water and qenerally decrease
water quality.

0 gifccllancuuﬁ

Lumped into this category are a number of potential sub-
projecta: livestock and dairy, refractory, export packaging
manufacturing, use of agricultural/forestyy wastes for second=
ary products and enciygy generation, and use of agriculeural
waste for animal fecocd, Livestock projects that 1nvolve clear»
ing of new lands, cspecially farest lands, will agyravate the
deforeatation problem, Since alte specific locatiovna of such
projects canhot lLe dotatmined at this time, Cloae olbservation
of aite sclection 1a warranted by loan ufficera. Moat of the
other proposed projects present little of no environmental
concerne, and those involved In alternative energy development
appear to ba environmentally pound,

¢-6
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III., ANALYSIS OF ENVIRONMENTAL EFFECTS

o Deforestation

Deforestation is a severe problem worldwide and has been
extensive in Belize. Although major forest reserves reamin
and a fairly well-organized forestry management program exieta,
the economic importance of the forestry sector has Jdecreased
in the past few decades. Why? Overexploitation oiv mahogany,
pine and other species has nearly exhausted the supply of
perchantable timber. Development of a workable and enforce-
able program of forest management 1s the number one priority
facing the Belize Forest Service (ALIC, 1982).

Lending for loqqing operatjops could prove counterpro=
ductive to reversing the trend 1n deforestation and to regene=
ration of valuable woods such as mahogany and pine. Unless
loan applications can demonstrate an approved forest management
plan that 1is concordant with GO torest serviCe proyram
objectives, such support should be withheld.

In addition, the forest lands which remaln represent an
{mportant resource for the wintering populations of migratory
birds from the northern hemisphere and deserve high priority
in any long-term hanagement and preservation programs. Spe-
cial attention should be patd to unique forest arcas serving
as averwintering centers., ‘The proximity of Belize to a large
market of birdwatchers in the United States and other countries
indicates the need to consider tourism development and foreat
preservation as concurrent activities.

0 So0il Management

The current activities of the GOB's Central Farm and
support scrvices from organizations such as CARDI would indicate
that capabilitics exist in Belize to implement soil conservation
practices such as contour farming, hillaide ditch conatruction,
gulley control, vegetative barriers and other sound land
management practices, FParmere In the htann Creck District are
managing the better-dralned oxisols by adejquate fertiligation
and liming.

Awasences of the problems of aoil and land use in Hellde
ie at a sophisticated enovugh level such that modius-]latge
farmers should be willing to adopt practices which ehautre a
sound teturn on investment by fostering sustalnable systems,
Appropriate land clearing could be problematic on canily
compacted soile, eapecially 1f heavy machinery is desired,
Hand clsearing and Lurning have been found to be auperior to

69



use of heavy equipment for land clearing in many areas of the
tropics. When heavy machinery (bulldozers) is used, a KG Shear
blade is recommended to avoid cutting away valuable topsoil.
Projects should attempt to avoid clearing new forest lands and
locate instead on previously used lands determined as capable
of arable croppinj.

The introduction of newer technologies and modern produc-
tion methods associated with this project and use of the most
productive lands will probably not drive development torward
unsuitable or marginal lands on steep slopes.

¢ Pesticides

Attachment 1 and 2 discuss in detail the ecolugical effects
and impact mitigation measures associated with increased use of
sticides in expanded agricultural productien. Risks to human
ﬁ:alth should be minimized if recommendations found in these
attachments are tollowed,

The tfollowing represent additional inputs to ensure that
impacts will be i1dentified and minimized whenever possible and
that pesticide use will be effectively monitored in Belize,

- Pesticides Control Act. A draft Pesticides Control
ACt i8 being prepatec for jeview and ratification by
the COR {sce Attachment 3). This Act will ensure
that adeguate measures ate taken to control the
formulation, transport, aturage, handling and use
of pesticides 1n Bellze, Agalnat this host country
support backdrop, 1t 18 teasunable to expest that
the following minimum concerns will be mit tgated)
prevention uf occupational expuasure; prevention of
environmental exposure; and diagnoslis, tireatment
and validation of pulaonings,

- %ﬂﬁ“ﬂ}! _of Trainlng Materiala, Cential Farm and
3 ate develuping training materials designed to

present the necessary safety pretautlions in handling
of pesticiden to atudents, citenalun worthers and
farmerna, bhetteg visual alda, huwever, are necded,
Bilingual materials (in Spanish) would also be help-
ful aince many of the people wha yse peaticides are
of Hiapanic bavkygruynd,

- cent EPA Hulinga on Belected Pesticidea, Three

pent .cidon that are important in Belize crop pro=
duction syetems are1 Benomyl (1.27 metric rons
used in 1979); Maneb (17.6 tone, 1979}, and



v

-7-

paraquat (5.5 tons used, 1979). Benomyl and Maneb
are used primarily as fungicides in the banana
industry; Paraquat as a non-selective herpicide.

EPA has just completed a review of these compounds
and the results of their review should be considered
in pest management strategies which evolve with the
Yreaent project. The following swnmarizes

mportant features of this review:

(1) Benomyl: EPA decided to continue use of this
product with the following requirements: (1)
potential teratogenic and spermatogenic effects
can be sufficiently reduced 1f mixer/loaders
for aerial application use a dust mask while
handling same; (i1) labeling should specify
use of dust mask by such perscens, (111) those
registrants who maintaln registration for use
on rice must pertorm aquatic monitoring studies
to determine residual levels of Benomyl in
aquatic sltes (Henomyl 1s especlally toxic to
warmwater tishes)., REMS/C suggests that CICP
suggest simple, low-cost tests available for
such monttoring and support training of GOB
techniclans to learn how to perform such
testing.

(2) Maneb: EPA w11l continue to register this
fungicide with the following requirementss
(1) additron of warning label that substance
i hazardous to fiah; (131) risks of terato-
genicity and thyroid toxicity to applicators
will be adequately reduced by wearing of
protective clouthing; (1:1) dictary exposure
to homeowners can be reduced by highlighting
preharvest intervala on labels of non-
compmercial (home use) products (probably
will not apply tu belize projects since
large inveatours invalved, fiot humeowner 8) ,

()) Paraquat: EFA concluded to poepmit normal
regintration pfuccesning with follawing
caveats (1) insufficient data to indicate
concluasively any nnteadsonable adverse
effectn; (il) under Ceftain vonditions
of use, Paraquat might cause adverse
effecta in mammalian and avian wildlife
species.
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Iv. ENVIRONMENTAL PROTECTION MEASURES

The prcject is designed to stimulate development in the
agricultural sector by opening new opportunities to medium-
and large-scale investors to increase productivity, develop
external markets and improve employment opportunities for the
people of Belize. Since the subprojects will involve medium=
to large-scale investment, 1t is assumed that the associated
investors and their project schemes will be able to overcome
the constraints that atfect agricultural development in much
of Belize: small population 1n 1ural arcas, poor access,
difficulties in obtaining agricultural supplies, 1nadequate
technical advice, marketing difficulties, and pests and
disease. These constraints to project development should be
sorutinized i1n loan applicationu, in any event,

The major environmental concerns related to aggyravation
of deforestation and safe use of pesticides are real but
indeterminable, ygiven the lack ot site-specificity to the
project at this stage. SHince private sector lntercests are
on economic viability, frequently shortcuts are mrade in the
environmental quality arena. Thls demands that either (1)
GOB develop and/or enforce adeduate foredt management pro-
grams and pesticides control and/or (J) USAID establish
certain environtental Jquality objectives as conditions to
loan applications. Gutdelines should include, Lut not be
limited to the following:

- Protection of Soll Hesources. Projects should
protect soil resources by not aggravating erosion
80{]1 compaction should be avoided, recent techs-
nology for cropping of oxisols and ult isols
should bLe empluyed when posalblog if clecarcutting
of forests ia done in logying uperations, debris
should bLe left where 1t 13 Cut to enhiance reyenew
ration by leaving an adequate Becdbed; hillsides
should be protectsd 1h some appioprlate manpey to
reduce soil lovas,

- %_m,.t?““"!W,,“f;,. Futeal NWeactvea, Dosignated pro=
ected 1encives such as Columbila Forest, Cniquibul
FPorest and Cuanacaste Park Bigrd sanctuary should
not be uscd for foresatry avtivitiea] suthe BMINIMUM
foreatry manadgerentl program tu efisule cystained
use of the rcpoupie should be develuped and d‘)pr’m“
by the COB Forest fervive] mangroves phould be
protectsd at all coats as vital breeding and
nurJery grounds far commercially important tish
and shelifiah species,

(01«
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- gafe Use of Pesticides. Pesticides Control Act of

Te should be adopted as a guide in loan applica-
tions; crop protection measures shoulcd be established
through application of existing technology and
development of an adequate research program for
those crops developed through the project; monitoring
of pesticide residues 1n water, wildlife and people
snould begin in order to eatablish baseline condi~-
tions for future identification ot pesticide
problems; recommendations outlined in Attvachments 1
and 2 shcould be followed.

v. RECOMMENDATIONS FOR ENVIRONMENTAL ACTION

The proposed project could foster same change with adverse
1nplicatxgn§ 1t enviironmental protection meadures age not
applied. The basic unkhowns with this prolect at prosent areg
actual projects to be supported; thelr propoded locations) the
resources that may be affected; and the degree to which
environmental protection measures can be used as mlnimum
loan conditlons.

The degree of Lost country support with regard to safe
use of pesticides 1ls s8lrony and therefore encouuragise,. The
lgro-chamlcal distribution companies, the Minlsatry f Natural
Resources, and local storeownetrs who dell penticiduzs appear to
be cooperatlve and tcealize the dangers of pestivide use. They
believe, huwecver, that the futufe develojse it of bellte depends
on a swrang agsricu.tutal acuvtul and expatt natket for thelr
qoode, and that the Lenefits of usiny jpestividen uutwelgh thesr
negative cffects, asswhling propel usajge, The Minlatgy of
Natural Resuvurcea 1s cosgnitted Lo g t=~menting the f‘eaticides
ACt B0 that iestiicted and/or prohlolited chemicals will be
controlled and applicatutas and spoiters and tlic like are
licensed.

Logying upestfatlaba thiat fustet defurestatlion, nul res=
forestation, alc atothef mattei sihve they will ultimately
adverscly affout the envigahment and Jead tu lotiy-term
deterioration of an altcady declinitg tesovytde, This 18 pot
to say that all furestiy de.eluptent s dhapploptiate, Or.
the contrary, logying vierativha cah (gactice cetiviruimentally
pound operations,  Withuut appiouved tifber fahadelent {-laneg,
however, osuch upctatiohs ahuuld Lol be consldeted fut loan
disbursementa, The belige Farest fefvice 18 cummitted to
improved mansjgement uf fufeel fesuvices and, given this
commitment, the forestry sector activities should be able
to be properly controlled,

(D
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In view of the spirit of these commitments to environ-
mentally sound use of agricultural and foreatry resources, it
is recommended that a Negative Determination be approved for

this project, with incluasion of certain environmental protec~

tion mcasures mentioned in this IPE or developed later as
minimum conditions for any loan disbursements.

{ -
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SUBJECT: [Envircnmental Asseesment for ?!690004 U.S. Assistance Loan to Belise

Attached ie & copy of Dr. Barfield's report on crop protection in Belise and
recomnendations relating to peet and pecticide managament. the report ia
quite coaprehensive and tocludes many auggestions for making subatantial
improvements in certain aspects of Belirean agriculture. If Belise wvers to
become an AID reciplent country, the coaprsite of these suggestions could well
serve ia the case of an cxcellent agricultural research project.

*here i1n 0o queation, sfter realing the repo-t, that pesticides are subject to
videspread naisuse in Relisean agriculture and that almost no regulatory
controls are sxerted.

" Mased on AID activities 1in devilopirg countries and in accoriance with ite
self-imjposed regulaticas developed on the basis of practical experience, 1
would smuggest that ths folloving sinimal copditions be imposed on any u.8.
loan to helise Zor expanding sgricultural producton:

1. PROVIDE FOKR SAFE USE O¥ THE HEXBICIDE PARAQUAT

It can bte anticijated that the hertiolde parsquat vill de used in the
egulture of tanasas and svgarcane. Thie perticide 18 restrioted for
use ir 'he U.%. ant can only Le e#0ld tlo apecially cortifiod ood
tratne! iriivit.aie. Yurthermore, 11 has lesn entablished that there
18 & vory . v margir eafely wlei jaraj.sl le sapplied by the methode

anticijetet 1: Te.lrian lanana  anl  eLgarvans culture (backpack
ojrayer ir*oa iate,.at lectelon o ~unenl, «ffice of Pesticiden &
Toplc tuletern ea, .7 Fovironment's, Frotlection Agency, Ju!y i 19@3 .
Theref. e, .. + % s.tailisiig a jrofec! wilklm whieh this satresely
Bagari. .o jest. lla is tu be ueel the fcellowirg precauilons should e
obaerve!:

- A1) woreere wio will e uslhg persgusl should be apeclally trained in
tle eafe .se ail 1o ke jotential dangers o lhelr health, 1(f
Sidusel. T i ol-u.l te done 1hrough lhe tocal harsna Control Doard,
the Delite “.gar Doerd, Bellse Cane Tarwers Assoclation end Deliae
Sygar (rlie'iiee, 111,

"
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Specific individuals, identified ly AID/V who should partioipate in
these training exercise: are as follovs

Pananas: Nr. Filio Celiorosa, Teohnical Direotor Banana
Culture, Banana Control Board.

Sugarcane: Nr. A. Cavioh, Research Officer, Belise Sugar
Industries, Ltd.

2% peatioide applicators and thelr immediate supervisore ahould de
subjected to thie training progres regardless of hov amall their
{ndividual growing operation or acreage. AID/V-ST/AGR could assiat
{n coordinating any such treining effort. A total of $25,000 ahould
be set anide to conduct this training (See aleo Section v).

Only high quality backpack spreyers should be distridbuted for farm
vorker use and specisl prorision should be taken to insure tht . &
backpack eprayer repair ser:ics and sdequate eupply of spare parta %o
properly repair defective equipmsnt is availebls at centrally located
poiate within the sgricultursl areas.

Looked storage facilities ahould be provided to all usere of parquat,

All parsquat ahould be atored and dtatributed in properly ladeled
containere.

All parequat formulations should contain & varning odorant (auch as
veleric scid) to prevent socidental ingestion snd an esetic to serve
as a post-ingestion safety measure 1n caae of accidental/intentional
misuse. The sdove forsulation ie availabdle fros ICI Chaicals Co.

Peraquat vill sot be purchased for non-plentation agricultursl ues
and should only be provided for use 1n sugarcane and banans projects.

No persquet forwulatlon containing dimethyl sulfate, s ksowmm
esarcinogen, ahould be purchamed.

PROVIDING FOR MONITORING SAFE USE OF PARAQUAT

Ae & follov-up to the pesticide eafely treining progres (Bee above)
the grover orgenissilons vill cooperate with sppropriste cheatecal
spideaiclogists 'n an exposule Bonltoring progras to assure that
worker eaposure to parsqual is sinisited. Thls mositoring vill be 1n
the form of urinary saspling of at-risk vorkers end vill not involve
Saking of bdlced esmples. Anslyses vould de performed by AIDN
SORITACIOrS &1 no COBY to the grover organisations. A sus of #4,000
U.B. should b set aside to asstet in the logintice of ihie opereation.

013
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4.

3
PROVIDE TRAINING 1IN PESTICIDE SAVETY

M

Bince other highly toxie peaticides than parsquat ave uesd in
sugarcane culture (e.g. pavathion), the training provided for in Item
1, sbove ahould aleo consider the highly toxic organophoopha®e and
carbamate pesticides. Jome of this training effort ahould be in the
form of a amall famer crop protection manual. This manual should
intentionally be written 10 direct the furmer 10 use only thoee
pesticides in the lower toxicity range. If possible, all category I
(VHO Claseification Peaticides) ahould ble deleted from the manual,

DELFTE ALL CHLORINATED HYDROCARBON PESTICIDES FROM PROJECTS

Chlorinated pesticides are =no lorger ussd in most developing’

countries and due 1t0 problems with thetr perstatence and their
adility to bioaccumulate they ave aleo contraindicated in developing
countries. Ssfe and affective substitutes are avsilsble for moot
sgricultural ures.

Besed or availabdle information, the econoail justification for use of
Nirex to coatrol leaf cutting ents 1in ciltrue groves haas not besd
eatadliehed. *norefore, thie pesticide which has been cancelled for
all outdoor uses in the U.S. and many other countries should not be
used 1o any nev Delisean citrue projecta.

‘4
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AlSLDIA M

propoaed Pesticidea Control act, 1081 for lelise

jet to provide fer tiie vontrel
tae importation, sala, atorage
use of peaticides,

Yais .ct say be cived 20 the
‘:oticldoo .ct, 1981 and

all c¢ome into operstion OB
a day to be appointed by the
Kintater by notice published
tu the Laselte,

P the purpoaes eof thia Ast
" dverticenent™ SOANS aay
qepresenialive by Ooay BOARS
whelscever for (ha purpese
<t

Shert title
and conneRe
sonent,

Interpretd
tien,
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promoting dirvetly or indirectly, the sale or
. other distributien of any nesticide)

‘wagriculture® msans the production and atorage
of any prod.cov far conaumption er any other
purpose and include the umo of land for gra=
sing, forestry and woodland, fian culture,
bee culture, narket gardening, horticulture

and nureeriea or animal huabindry|

Sgpproved ansiyat™ mesns the overmment snalyst
or any other anslyet approved by the tinister

Yarticle™ or®articles teo which the ~ct and ree=

guistion. spply mcans =

(s) & pesaticide or any preduce ia vhish &
penaticide s bellevad to have beon ap=
plied or

(k) amytiling ueed for (he semufesture, paske
aging, sterage, epplicstion or woe of o
peaticidéf er

i(o) any 1nbelling, pachaging eor sdvertiolag
asaterial vhieh relatea e & peatricidey

. Mpaard™ acane (3¢ Pestiaider Contval ianrd 00ta-
$lished undor svction 4

Noealninsr™ merns saything 10 vhieh 8 peatiside
1a whelly ar porily contained of poashned)

ennt’d,, .
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mgontainer?  ®edNS anything In which A
poaticide ia vholly or partly econtained
or pachked;

weztorsination” soans tic use of perticiden
for the destruction or contrel of peals
on aay land or prenises or in 8 vehicle,
g-ip or alreraft vhather ea Jand or any

other place;

wlabel® mcana any legend, wverd or otrk
sttached to, included in, belonging Lo

or sccoapiaylag & contalnper|

opanufacture™ neana the forsulation €oas
pounding ar synthesiring ol & pesticidey

witajater™ seans  Filnister vespenaible f[or

agricullure|

aguner” assns the svaer of as article, bia
ssrveutl or sgeni, the porson I8 whobe
’odcaulod :- articie 18 (eund, 1he svael
of & vehicle eor Jund er preaiccs |
Whith or en which «n article 18 found,

or (he sapleyer al & wariey|

Spiehaging” wera Ihe  <EVIvilY af putiing
pesticidee In  €ORL:jiw A far oale ar
dileiridbuljen;
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Ypeat" mesas Any insect, redent, dird,
tish w=molluac, nematode, fungua,
veed, micro-organiss, virus, ecto-
parsaites of animals and any other
kind of plant or animal life which
{a {njurious, troublosome or uA-
deairadle to groving crops, pro-
duce, procensed food, veod,clethes
fadrice or other (nanisate objeats
and includes snythiag vhich 18 ule
desiranls uader any anactisent roe
Jating to peatl contrel

"peatl applicator” ssana a person whe,
by Minxell or Nie  eaployves,
asalatanie or ageals, uses posiie
¢ldes (o carry out 28 oiterninde

“pesticide” a.8n8 & predust intonded
te be uavd for contrelling & pealy

Spreducs” scans 4 erep grova f(or cobe-
mp;t.n or her wae after U |0
Sowtred frem (he jond ond iacliules
LAFINIAg erdinarily weasd or whidh
SAy be used Im the ssnpenitisn of
forad (51 Rudnars ke e and doasal)§

and fa1a sninasle, bul dsee nsl lae

tluds greving trepa;

NPosreiary” acans he Becretlary of (e
Poaticides Contral Dasrd o0 sondlir
futel wader Ihe (1787 ctboduln

R INEt® AR ne A T oan #eplered (0
e w . veal Bimitjng wl peatjiiden)

é wim ]
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ISCTION 811 (o) OF TN
JON ABSISTANCE ALY OF
\§ ANZENDEL

I, Neboysha R. Brashich, the principal officer of the

:g:m or International Development in Belize, certify
t to the best of my knowledge and belief Belizs

possesses both the financial capadbility and human
repources to effectively maintain and utilize the
Commercial Bank Discount Fund to Le established with

this loan,.

T™is judgmeni i1a Lased Oof Lhe perfurmance and capabllities
of the ("entral Bank and the four commercial bLanks in Belisze,
and the general lending criteria and operating procedures

which have been negutiated for this project,

b Kl

xoysha K. Rrashieh

1 Representative
Beline

(Signed}

(Date) _____ March i, 190) —
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AYTRORIZATI

Name of Countrys Belise
Rane of Project: Comecrcial Bank Discount Fund
Funber of Projects 505-0003

Munher of Loan:

1. Pursuant to Caribbean Basin Initiative Supplemental, Title I,
Chapter VI of P.L. 37-257, the Supplexental Appropriations Act
1982, T hereby authorize the Commercial Bank Discount Pund p:oioct
for Balize Involving planned obligations of not to excecd Plve
}{l1lion United Statesa Dollars ($35,000,000) {n loan fundas ("Loan®)
cver A twonty-“lym (2%) veor perin) from the Aato of euthoriza=-
tion, =ubisct to tha avallability of funde {1 accordance with the
AIT OY"/zllotrent proceas, to help in financing fareign cxchange”
and local currency coats for the projact,

2. The projact (*Project®") consiats of the es:ahlishment of a 83
wilHon loan financad Cormercial mank Diacount Fund in tha entral
Rank of B~l{ze, againust =Sich commercial banke will be ahle to
discount credita exteniad to productive private aector agri-
anlevral, related {ndustrial, and axport-producing subprojects,

7. The Proti.ct Aqreement, which may -be negotiatad end executed by
the officer to whom auch authority (s deleqated in accordance with
AIP rasulationn an® Dalegations of Authority, shall be rubject to
b fallowing musentisl tarms and covenants ard major c~ndftions,
together with such other terms and conditions ss AID may deem
sppeopriate,

a. Jntereant Rate and Tegpe of Repayrment

™o Covarnxant of Reline (®Rorrower®) shall repay the Loan to
AID In C.fA. Dollars within twventy~C{va (2%) yoars from the
tate of flrst cdlature~nent of the Inan, (rcluding a grace
carte of net to cxaced ten (17) yearas, The Norrower shall
pay to AID in 1,0, Dollaras Intacest froo the date of flrst
A{atuyreecant nf the *opn At the rate of (i) two percent (24)
cer aprue Curdeg the flpat ten (10) yearns, an? (1t} threo
percent (1V) per anrum thereafter, On the ocutataniing die~

hureed halance of the Loan and on any due and unpaid {nterest
Arcrvat tharecn,

L

e fouiee and Crtgin of Conda ar) farvices

Few?e 2t recylecer, recent fnp reaap astrning, tinarced w
R TN S B N LA TS R n'
Flise oF Lre Mnite . ta‘erc, eacept rnet AlD ray othervise ﬂ
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sgzae in writing. Ocean ghippin finance %v AID unier the
Ican shall he flinanced ontv nn flog vowselg nf fh? tnited
Gbnuse, mrmb e NIn e el anreer IS v liiae,

e, Coan’{tiera Praca’ent ¢~ Nichyreenent

Prler %o may Nigtureomgnt, or the inagarcs of arv cormitment
Jocuments under the Project Agreement, the Dorrover shall,
axcent an AID may otharwise yqres (n writing, furnish, in
form and substance satiafactory to AIDg

(a) An opinjon of counsel acceptable to AID that the
Project Loan Agraement has heen duly authorised and/or
rstifled by, and executed on hehalf of, the Corrower,
and that {t constitutes a valid and legally binding
ohligation of the Porrower {n accorcdance with all of its
terns)

() A nestem=at of the nare n? the perron holding or
actirg In t*a c?flee of the Forrower specifled n
Section 9.1, and of any acdditinrasl repcesontutives,
together wiLh a specinen clqnature of each person
apecified (n such statement)

(¢) A eop* ~f tha Central Dank's regulations and
policiea galated to dlscounting pro‘ect funda to the
cmercial hankmg

**Y4) A atntemant of the xatail lending pollcy of the
comnrcinl Hanve that will (nclufe special ompharia on
‘anstrg to =nall an' ~eituit-aire entrerrensurs and »
eoamiteent ca thetr port *~ une their rent offorts to
lond twenty neccant (208) of the procee’s of this loan
to achieve that nhjoctive, .

(e) A cony of the Mofel Su-=Toan Aareszent which the
commarcial Hanks will usa {n their loans toc the eudb-
tocrowears)

(f) *wviler~a trat the Crrtral Nank an4 the narticipa=
tina rpeastetpl oANKE 1Y) nrovida the etal®! necenoary
to carry out tho Project,

?, Crvnrantn

=he Borrovsr ahall covenant that, unless AID othecrvise agrees
{r velrimg, (t wi)lg

(a) nNequire a aukdagrewsr under thin Prodect to fit one
‘of the tolloving categotier v ba aligitble for & aube
Tapng  (4) #n tndge)Ana] s*e (v a cltinen or a legal
pomi et e f e ap vty [ ries Pratacs; ((1) 3 cuEnerae
thmg, g nagepepet fp crgantee T untee tra laue of Pelire
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or the Dnitad freten of vhich more than twenty-five
percent (2%%) of the totsl rombined veting power of all
“Vagrnm 2@ cpaab le Aannpt b PNeYlmage or In bpA Tonteg
sharehcldancs) (i1f) a joint venturs Or unincorpcrated
resnciation conristing entirely of {n¢{viduals, cor=
pnrations, or pactnershipz which are eligihble uncCer any
nf the fnrencinq cateqorios, :

(b) Submit to AP for approval any proiect to be
financed undsr the loan Agreement which has a value in
axcesas of Fiva HNundred Thouvean? Unjtad Statea Dollars
(¢500,000).

(0) In carrying out project activities under the loan
A?reeuont. the Borrower will avoid projects or activie
ties which would cause or threaten sarjous {njury to the
production, marketing, or pricing of United States
sagricultural cowmoditiea nr nrofucts, and will beep AID
{nformed 0f activities uwhich appear to {nvelve the
potential for such harm,

(¢) Cxamine aach subproject financed under the loan
Agreament and make & written determination as to the
affect that the Project w{1) have on the human environ=
ment. DRorrower will ensure that before proceeding with
any project which could have a substantial effect on the
environment that an environmental exanination ratis-
factary to AID hgo heen prepared,

Atto J, Rejew
Assistant Alainistratne
Bureau for tatin Arerics

and the Coaribdoaa

Date _—

Clearancer:
aC/TACiRRYe{ghany Aate
oMy ol tawayy vate
LAC/DMtidaNneons date

AC/IACITCInhneont1okgs3/22/80V1n632-3273

Best Availeble Document i



