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UNITED STATt.6 INTERNATIONAL DEVfL0PMCNT COOraRATiON AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WAIIHINhTON 0 C 1OS)j

PROJECT AUTHORIZATION

Name of Country Belis

Name of Projects Commercial Bank Discount Fund

Number of Project# 505-0005

Number of Loan: 505-K-002

1. Pursuant to Caribbean Basin Initiative Supplemental, Title T,
Chapter VI of P.L. 97-257, the Supplemental Appropriations Act,
1982, I hereby authorize the Commercial Bank Discount Fund project
for Belize involving planned obligations of not to exceed Five
Million United States Dollars ($5,000,000) in loan funds (OLoana)
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 costs for the project.

2. The project (*Project") consists of the establishment of a $5
million loan financed Commercial Bank Discount Fund in the Central
Bank of Belize, against which commercial banks will be able to
discount credits extended to productive private sector agri-
cultural, related industrial, and export-producing subprojects.

3. The Project Agreement, which may be negotiated and executed by
the officer to whom ouch authority In delegated in accordance with
AID regulations and Delegations of Authority, shall be subject to
the following essential terms and covenants and major conditions,
together with much other terms and condition. an AID may doem
appropr iate.

a, Interest Rate and Terms of Pepayment

The Government of Belize (*Borrower*) shall repay the Loan to
AID in U.S. Dollars within twenty-five (25) years from the
date of first disbursement of the Loan, including a grace
peri(x of not to exceed ten (10) years. The Borrower shall
pay to All) in U... Dollars interest from the date ot first
dinburrr-mnt of the oan at the rate of (i) two percent (2%)
per atinrm (Il .rin the first ten (10) years, and (ii) three
percvern ( it) per vn-n thereatter, on the outstanding dis-
burtr~d 1 i1.incr o! the Ioan arnd on any due and unpaid interest

b.* *1ti c . mr)0 cir 1!11 n .if stji n:d~ erv le

(xoota antrr ii-cc-pt rfn: oce.n rahipping, financed by
Alt) u ,tle 1 - 1,o-v "1, , lh ,'- le t imit rure and origin in
ftelt z or t i.- ti,! . , .,'., , e t At AID may 3therwino
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agree in writing. 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 writinq.

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, in
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 it 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 in 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;

(d) 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 beat efforts to
lend twenty percent (201) of the proceeds of this loan
to achieve that objective;

(e) A copy of the Model Sub-Loan Agreement which the
commercial banks will use in their loans to the sub-
borrowers;

(M) Evidence that the Central Bank and the participa-
ting commercial banks will provide the staff necessary
to carry out the Project.

d. Covenant.

The Borrower hall covenant that, unless AID otherwise agrees
In writing, it will:

(a) paquira a subborrower under this Project to fit one
of the following categories to be eli ible for a sub-
loan: (1) an individual who Is a citizen or a legal
resident ot helise or the United States; (it) a corpora-
tion or partnership organived under the laws of Del se
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or the United States of which more than twenty-five
percent (250) of the total combined voting power of all
classes of stock is owned by Belizean or United States
shareholdersl (iii) 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 Agreenent 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 projects 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.

(d) 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.

Otto J. Relch
Assistant Administrator
Bureau for Latin America

and the Caribbean

Dat:e'

Clearances 
OC/L ACWRBleighan, M1at -
LAC/CAROJHoltawayT td ;

GC/LACOJohnsonh ckg a / 0-
OC/L~sP~ohsonck~ 3/22/83asc632-3273
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I. Summary and Recommendation

A. Summary Statement

The economy of Belize is in a period of stagnation with
agriculture and manufacturing activity in recession and declines
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 squeeze which has seriously limited the commercial banks'
ability to finance new productive facilities.

However, the private sector in Belize is active; the
investment climate is good; and the Government strategy is to
promote private investment in the export sector, given the small
size of the domestic market. This Project proposes to establish a
$5 millio/l.l/oan-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 per.anent Fund substantially larger than this
Loan. This Fund will be a continuing incentive to the commercial
banks to offer long-term credit; and through manipulation of
discount criteria, 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 in the national development process.

Except t or the Centril Bank's role as credit channel this
Project will ce carried out entirely within the private sector of
Belize. In addition to the economic benefits attendant upon an
increased level of agricultural production, processing, employment,
and exports, It will lead to: an institutionalized expansion of the
banking system's operations and client group; a change In banking
policy, as the banks continue to lend for longer terms than are
offered at prevent; and technological improvements in agricultural
production and processing, as Belizean farm and businesses acquire
modern machinery and know-how with this financing.

Financial S um.mary

Commercial Bank Discount Fund (AID) $ 5,000
Commercial Banks' Own Funds 1,600
Private Business Capital (Equity) 4,400

Total New Investment

_i All cash laUes in $US unless otherwise noted.
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The Embassy recommends authorization of an Economic Support
Fund Loan of $5,000,000 to establish a Commercial Bank Discount Fund
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
Fund.

B. Conditions and Covenants

In addition to the customary 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 objective, a copy of the Model
Sub-Loan Agreement which the commercial banks will use in their
loans to the sub-borrowers, and evidence that the Centrdl Bank and
the participating commerci&l banks will provide the staff necessary
to carry out the Project; Covenants during the disburnement of the
loan concerning project evaluation, the eligibility of
sub-borrowers, the effects of subprojects on the environment,
possible injury to U.S. producers, and subproJect approval by
A.I.D.i and Covenantu whereby throughout the life of the A.I.D. Loan
all repayments by the commercial banks of discounted subloan
principal and interest thereon will be retained in the Discount
Fund, and any change in the lending policy governing the use ot the
Discount Fund will be subject to A.1.D. approval.

C. Project Committee

Robert Adler, lAC/DP
Larry Armstrong, LAC/DR
Neboyaha Drashich, USAID/BZE
Douglas Broome, LAC/DP
Charles Connolly, IAC/DR
Joanne Connolly, ID
Jonathan Farrar, ECON/COM, EMS/B|1
Jack Francis, LAC/CAR
Bob Helghan, GC/LAC
Karen Peak*, LAC/DR
Marco savala, USAID/Honduras
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IN Background
A. The Economy

1. Economic Review

Belize is a newly independent Caribbean con bordered by
Mexico and Guatemala. With some 150,000 people on ueo square

miles (Massachusetts-sized), it has one of the lowest population
densities in the world. More than one third of its land to suitable
for agriculture, and there is potential for development in forest
products, fishing, light industry, and tourism.

Agricultural output increased slightly over the past five
years, but export earnings have not kept pace with production.
Sugar production has been steady since 1980, although earnings have

dropped sharply in the past two years. Citrus and banana acreage

have shown small increases and the prospects are good for a further

rise. The cattle industry in in the most difficulty, with
production, exports, and earnings all in decline. Denpite the small

population, ample fertile lanl, and favorable climate, Belize is not

self-sufficient in food production. Food imports make up about one

quarter of the total import 'Ill.

The second most important sector, manufacturing, accounts

for about 8 percent ot GDP and is based primarily on agricultural
output. Manufacturing growth has been affected by saturation of the

relatively small domestic market, uncertainties ausociated with

independence, and government price controls on some domestically
produced goods.

Tourism exhibits considerable potential, and accounts for
about 10 percent of foreign exchange earnings. Nevertheless an

effective tourist plan, including market ing approaches and
infrastructure requirements, needi to be developed.

The nation's economic infras.tructure ia In an early stage
of development. Substantial investment In a road network and a new

port have been made by the Government. )ad maintenance i a

Serious problem. The new port facilitated a rapid ribe In transit
cargo for Mexico, which accounted fur about 40 percent of 411 cargo

handled before the 1982 collapse of the Mexican pesco.

GNP per capita in 19U1 was estimated at $1,000, one of tne

highest in Central America and the (aribben. However, the GO"

current account budget for VY 00 registered It somallest surplus in

recent hintory ($5 million) and GO' Id estimated to have fallen by

around I percent daring CY 01. New public beet of investment han

virtually ceased, with most proecta ohelvad, Including several with

external funding for working capital. During the first halt of P¥

82 the Goo managed to draw down only 7 percent of Its assistance
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pipeline, now placed at about $35 million. The private side of the
economy has also entered :A decline, as the consequeoces of falling
agricultural export sales prices are compounded by diminishing
production volumes while the domestic credit market, squeezed by
Government borrowings, cannot finance the new productive investment
needed to hreak the downward trend. This new investment is needed
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. Recent 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'e. 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 was marginally higher than the
1980 level, but export value was one third lower than in 1980.
Export volumes of citrus and fish products were also higher in 1982
than in the two previous yearn, but banana exports were
significantly lower.

With the sharp decline in sugar prices, Belize's terms of
trade deteriorated and this had a strong dampening effect on
domestic economic activity. Preliminary estimates indicate 20
percent decline in Gross Domestic Income from 1981 to 1982, which
wa reflected also in substantial declines in consumption (about 10
percent) and investment (about 20 percent).
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Table 1.

BZLIIB

GDP by Sectors -- Growth Rates (t)

1981

Composit ion 1 2k.21Il
100.0 GDP .L5 hA 1.5

60.5 Basic Productive
Sectors =L"1 2.9

48.1 Agriculture 7.0 4.8 2.7 -8.0 (*at
23.8 --Sugarcane (-12.0) (6.0) (-9.5) (-27.3)
17.7 --Other crops & L.8. (-8.4) (160.0) (3.1) C-2.2)
2.0 --Forestry (46.3) (-41.0) (8.1) (-10.5)
4.6 --Fishing (6.8) (-11.1) (81.1) (-6.9)
8.3 Manufacturing -7.1 10.6 -1.8 14.0
3.8 Construction 10.2 9.9 -11.6 -10.0

.119 public Administration 4, IA 2.0

27.6 Other factors Ld 1& 2.2 A



3. Public Sector Finances

Following a strong performance in the period 1975-80, the
oalition 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
Iercent of GDP, are estimated to have dropped to less than 1 percent
n 1981. As a result, reliance on the domestic financial system,
which had been minimial until 1979, intensified.

Central Government savings, which apcount for the entire
lavings of the public sector as the public enterprises continue to
show a small operating deficit, are estimated to have fallen to lesa
than 2 percent of GDP in 1981, after averaging clightly over 4
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 GOP. Current expenditures, on the other hand,
until 1980 had grown more or less in line with nominal GDP,
reflecting mainly moderate increases in salaries and wages. The
upsurge in 1981 reflected in part wage awards granted in 1980 and
1981, but mainly a jump in outlays for goods and services. Revenue
growth remained buoyant until 1982, when reduced re-exports and
agriculturAl exports meant a reduction in customs revenues. This
necessitated the imposition of new measures involving import duties,
stamp duties, and excise taxes. Irom 1977 to 1981, current revenue
consistently outpaced the growth of nominal GCP and rose from 21
percent of GDP in 1977 to an estimated 24 percent in 1981. Some
investment projects not originally scheduled to start until 1982
were advanced by the Government with the attainment of
independence. As a result capital upending is estimated to have
increased by 28 nercent in 1981. With the erosion of current
account savings, more than one-third ($7.5 million) ot such spending
is estimated to have been tinanced through domestic bank borrowing.
However, part of this borrowing was expected to bo reimbursed in
1982 from external ausistance. At independence Belize received from
the United Kingdom a commitment for 4 zero-intereat long-term loan
of $11 million, in addition to a similar amount as a grant, both to
be disbursed over the next three yearv.

In contrast to the weakening in Central Government
financen, the position of the rest of the public sector continued to
improve. The operating deficits of the public enterprises in 1981
amounted to 0.1 percent of GOP, compared with an average of 2
percent In the period 1977-18. The improvement in tho operatin9
position wan due to increases in utility ratos and tariffa: In
1979-80 telephone rates were doubled, electricity rates were
increased, and selling prices of certain commodities handled by the
Karketing board were moderately increased. In early 1901 water and
sewage rates, which had remained unchanged since 1976, wore raied
by $0 percent. The Social Scurity Scheme, which started operations
in mid-19U1P had an operating surplus of an estimated *n.9 million
in 1901.
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During the period 1978-80 the public sector aignificantly
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 elect.-icity generators. As a result

public sector investment 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

investment 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 investment finaniced by domestic bank borrowing
inereased in 1980 and 1981, and public sector savings wer"

increasingly eroded.

The current status of the GOn's fiscal situation, prepared
by the COB and the IMF in April 1982, is provided in Table 2 below.

The analytical logic of this table is as follows: (1) The
difference between current revenues and current expenditures is the

current surplu6. (2) The current surplt plus capital revenues (a

relativel minor item) constitute all ot the local non-bank funds

available to finance central government capital expenditurea and

transfers to the rest of the public -iector. (3) The other soulrco

o; funding tot capital vxlFenil'turvb ate foreign grants atnd loars and

domestic and toreign bank creditti. The central govtrnment Th current

surplus accountsi tor nearly all of the :avintls of the public sector;

see I ORD, l'conomic Hemorandun on hel v (April , 1982), |aje
Public enterptises an 4 whole have ,.id sm all operat in'j deficits.
Domestic funding from the current aisrplus as well an credit from the

domestic banking bystem atccounted tot About 60 percent of funding of

central ,government CaPital exptnditures during the two recent fiscal
years.

Ther GO|t budjet law for th 11)0.1/81 fiscal year pro)eceted
current reveonuc at $4U.J million, current rxpenditrc5 at $40.7

million, antd a current ,urplus (f V.6 million, ly the and (itf

Auguot it wa. evidont ,hat the rvvenue, performance wasi not

conformin(J t) tthe 1)utldptaty Pt 0)ect ion, Aind 1m9l.1' 2An! downward

revibion were, a(e 1by thr Ce11. Thvte tevibionu net cwtrtnt

revontieos for the fleac1 l *,eat 4t S41.0 mill ion -- a ru't ion tif t ,.3
Pillion -- while no chatges were r-aitc in the e ptedilut e level. The

current ourpls tot l91JH/UId wan therefoe reducad to $1.1 .11i1lion.

5a0ed Upon revent;e per t 4fance 4"t Ill'; Ie fir st ha ti t t i 1983/

fiscal year, the nagitud e ot dwnwtad reviston Appeara f,441lot it.

4. hr)V( SmentAtd :.aVinlaj=e

Groo dtlomstc ifnveoatment in 19e2 10. estimattd to hoVe

declined to 14 poccent of GD P, rom 27 percent in 1979, Ma4nly
because of lower private investment. The sluggishness of private
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Investment Is attributable to continuing uncertainty generated by
the attainment of iindependence and Guatemala's continuing claim on

Belisean territory# aS well ad to low profitability arising from a

policy of price controls on some domestically produced goods. 
Total

gross domestic tnvaatme it wnuld have declined even further had the

public sector not maintained a relatively high levl of investment.

Ocoes domestic aavinga is also estimated to have dropped sharply in

1981 and 1982, becauae of lower public dector savings an well as

lower private savings due to reduced income from sugar exports.
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Table 2.

Central Government Operations
(In Millions of Dollars)

FY Fy Fy

1980/81 1981/82 982/03(b)

Current Revenue 40.4 42.5 43.0

Current Expenditures 31.3 36.0 38.0

Wagea and Salaries 14.0 17.0

Ot hi --17.3 19.0

Ad)untment (zextrabudgetary) - 0.1 - 0.1

,Cur refit 'Surpluit 9.1 4.4 5.1

Avahl lable Local Funds 9.6 7.1 6.5

Capital Expenfditure (a) 20.2 23.1

Local ruhid, 12.4 12.4

Fureitpi runda 7.0 10.7

(Granta ) (7.0) (7.9)

( -: t. s ,, +) (0.I) (21.1)

Dafttcit ftr om,,tic Financlng 2.7 S,)

Cei t rAl hank 1.2 6.6

Couacrcial IPanke 3.8 1.6

Ot her 0.3 0.3

(a) Includea trafetor to rest at public sector.
(b) based upon 0 budgetary revision of October 1902.
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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 5
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 21 percent in 1981. Although about 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 1981 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 strength of an etimated 42 percent rise of time deposits
spurred by the bigher 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 interest rates closer to international
levels. However, the accelerated inflow of domestic resources into
the financial system did not reflect a higher level of total
domestic savingu, but rather the temming of a capital flight, which
had started in 1979 and intensified in 1980.

6. Pricesi and an

No official price and wage statistics are compiled in
Belize, but given the high degree of openeas of the economy,
movements in domestic prices are mainly influenced by changes In
foreign prices. The Irowth of the GDP implicit deflator Is
estimated to have mlowed from 14 percent in 1980 (reflecting largely
the sharp increase in sugar export prices and oil import prices) to
* percent In 1981 (reflecting the decline In nugar export prices and
a moderate rine in import prices). According to a coat of living
survey carried out by a commercial bank, the coat of living for
their employees rone by 17.9 percent in the 12-month period ended in
June 1980, compared with 12.5 percent In the previoun 12-month
period. According to fragmentary information, nominal wages in both
the private and public sectora have risen more or lea in line with
perceived co't of living increases. In the garment industry, wage
and fringe benefits wtre raised by 12.1 percent in 1979 and 17
percent in 1980. In th e banking sector, salary increases or 9
percent and 12 percent were awarded in 1980 and 1981, respectively.
For the public sector, a wage award of 20 percent to 25 percent was
given for a two-year period beginning October 198C.

The April 1902, IIRD rconomic Memorandum n iholise
recommended a reviov of the lint of price controio then in effect
coveting a number of domestically 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 progrnssed during 1982,
the controls on basic foodstuffs were lifted, and more recently, as
a possible Livestock Development project has 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. For 1982, the

decline in the net international reserve position is expected to

approximate $4 million. Gross foreign exchange assets of the

Central Batik declined from $10.4 million at the end of 1981 to $6.6

million as of October 13, 1982. In terms of import covetage this

decline in gross foreign exchange assets constituted a reduction

from 3.1 weeks to 2.3 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 donorn. It is alo anticipated

that the 1983 B/P deficit will be about $4 million.

Other external donorn have indicated that the provision of

immediate B/P relief on the order of $4 to $V million would be

welcome as relief to Belize'a current D/P problem, particularly if

it were conditioned as a requirement for fibcal correction. The GOB

has applied to the IMF for a drawing under the Compensatory Finance

Facility (CFF) and this drawing would provide approximately $4

million in freely disposable foreign exchange. However, thin

drawing in not likely to be forthcoming until late in the first

quarter of CY 1983 at the earliest.

Table 3 below on the Balance of Paymentu ot Belize, which

was recently prepared; nuggento the fundamental teanonn for the

awing toward a deficit balance of payments position. An can be

seen, the domestic exports of Ilelize declined by about 22 percent in

1982 and domestic imporn declined by about 10 percent. The

Increased trade deficit was offset by a decline in non-factor

service expenditures and a small increase in transfers resulting in

ro change in the magnitude of deficit on current. acc',unt -- $38.6

million for both 19l1 and 1982. The reduced inflow of private

capital and commercial loans on capit4l account was aino nearly

offset by an increase in the not inflow on orficial capital. The

paramount danger for elize relates to the tact that further erosion

of the gross reserve position could impair external creditworthilness

and undermine the capital occount, particularly in regard to credits

to the private sector. rt this re4son, each dollar of ESP

assistance can bo viewed a. yielding a multiple equivalent in tera
of capital account inflow.
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B. Agriculture-Related Credit System

The Government-owned Development Finance Corporation (DFC)
is the major source of agricultural credit at preseat, providing
small loans on one-year terms and larger 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 DFC'o lending resources.

The commercial banks also provide agricultural credit, a
portfolio component leas important now than industry and commerce,
and could expand this line if there were funds available.
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Table 3.

ftlize: Balance of Payments
(In Millions of Dollars)

1980 198

Domestic exports of goods 82.1 74.7 57.8

Re-exports of goods 28.7 44.3 32.7

Total Exports of goods 110.8 119.0 90.4

Non-factor service earnings 10.3 10.5 10.6

Exports of goods & n.f.s. 121.1 129.5 101.0

Domestic imports of goods, f.o.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 15.1 14.0 10.4

Imports of goods and n.f . 164.6 176.0 149.1

Net Factor Income 3.6 4.0 3.8

Trana~ers 14.9 11.8 13.2

Balance on Current Account 32.4 38.6 38.6

Official Capital 14.1 15.8 18.3

Grantiu (5.6) (8.0) 1-)

Lvan Di*abuirementA (7.7) (7.9) (19.0)

Loan Amortization (-0.6) (-0.7) (-1.9)

Public Financial entities (1.4) (0.6) (1.2)

Commercial L .oant 2.3 2.1 1.1

Private al, Itnl and r 16 R 22.9 18.6 15.4

Balznce t n (a litnl Account 34.7 36.5 34.6

Change Inr Not Intrnational ReserVe
Poisition ( - - increaso) -2,3 21 3.6
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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 smallest of the four
banks, and has an approximate market share of 5 percent. In
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 ranges

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

o average size of business loans is approximately $250,0001

o quality and aggreosiveness of the four banks differ, but
they are competitive and will *follow the leader's

0 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 thib Project totalled $24,514,000 of
a combined portfolio (four banks) of &66,172,000.
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CowmercLal Banks' Distribution of Loans and Advances
(S '000)

December 31, 1982

Government Services * 7213
Public Utilities 292
Agriculture 12242
Commercial Fishing 265
Forestry 1388
Manufacturing 6619
(Agricultural processing) (2985)
(Other) (3633)

Tourism 721
Building L Construction 6292
Real Estate 692
Financial Institutions 159
Distribution 22182
Professional Services 387
Transport 1012
Entertainment 431
NLning & 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 and 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 in January, 1983, U.S.
Government assistance was provided through A.I.D.'s regional program
in the Caribbean, under which Belize was the largest beneficiary.

The Belize Government's priorities for funding over 1982-85
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 currently
considering a road maintenance proposal.

D. The A.I.D. Development Strategy

According the the March, 1982, 'Background on the Caribbean
Basin Initiatives iudLed 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 it the pluralism, diversity, and political
moderation on which viable long-run policies depend.* While few
Belizeans display that acute a enne of crisis, all would concur
that the economy is deteriorating visibly, and thpat a major problem
is the liquidity squeeze confronting the Government and the private
sector.

A.I.D.'s development strategy for Belize emphasizen
short-term economic stabilization nupport and longer torm economic
development assistance to allow the country to achieve a measure of
sustainable growth. In :upport of this strategy, A.I.D. has
provided the GOP with a $4.6 million ESF quick-disburaing cash
tiansfor loan. The essential and immediate purpose of that credit
is to cover the country's foreign exchango shortfall and buttress
the country's foreign exchange reserves, thereby assuring over the
short run the external and internal creditworthiness of the
country. The provision of rSF primarily to !inance private sector
imports, strengthening the country's balance of payments and
promoting increased domestic production and employment, i welcomed
by spokesmen for govenment and business.

Over the longer term, the proposed prog*am will help the
GOB improve its financial situation (i.e., its cash flow problems),
and will assure adequate funding of the GOBs' public sector
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investment program. Besides the 14.6 million cash transfer
(provided under the PY 1982 Caribbean Basin Initiative
Supplemental), the following projects will make up the bulk of the
A.I.D. program during FYs 1982-84:

(1) Commercial Bank Discount Fund. The $5.0 million

Commercial Bank Discount FRtn will provide credits to private sector
entrepreneurs for investment in business activities, agriculture#
related induatry, and axport projects.

(2) Techn.cl Assistance for the Housing Guaranty. A.
$400,000 ES? grant w-l - upply technFa-a1-aasiatance f-o'r 6he 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 Progr1am. This loan/grant program

to being designedaT - an Tntegrat-e--Iapproach 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 Oranization_ Prtrm. some $1

million in grants will be available tor Private Voluntary
Organization (PVO) community-based development activities.

(5) Technical Anistance for Projram Development. Some
$0.35 million Tn grantsi w-l-1 ea'va11l-e-lrproec
development needs.

The size and composition of this assi'tance program has
been developed to domonntrate the U.4. Government's interest in

maintaining a democratic, independent, economically viable Belize.

111. The Pr( eSt

A. Goal And Purpose

The Goal i to increase the agricultural national product

by 50 percent in real terms between 1982 and 1990, with accompanying
gains in 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 economy during the relat ively
prosperous 1910'a, and considerably higher than the low-Irowth and
no-growth performance of the recent, past and today. Aqr icLulture

presently cOntrlbutel about. 20 percent of GDPI achirvemetnt (if this
Goal may increane that proportion to more than onu third.

The Purpoue ia to Increase private sector productive
invostotont in agriculture and related Industry. Thin is consistent
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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. Operationa: The Proect 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 industry, 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 terms, and the lending terms to
subproject# are as follows:

a. Subproject E~ligibil ity

(i) Sub-borrower

A nub-borrower under this Project will fit one of
the following categories to be eligible for a subloan: an
dividual who is a citizen or a legal resident of Belize or the

tited Statesi 4 corporettion or partnernhip organized under the laws
of Belize or the United States of which more than twenty-five
percent (25%) of tho total combined voting power of all classes of
stock is owned by Belizean or United Stateu uhareholders; a joint
venture or unicorpurat.d -i ti(ciat ion conaiating entirely ot
individuals, curporatioim, or partnraships which are eligible under
any of the foregoing c4teglorle.3.

(ii) Sul jir c.'o-t. Activ ty

The Vibcoort Ftind can finance the procurement of
goods and dervicea to be obtained fur and applied to any point in
the production, proceasinq, and export cycle of any agricultural
product grown in ltel1z, except tho,, crpa ineligible for A.I.D.
assistance (e.g., osuqjar, citrun, palm oil, and others). Waivers to
allow financing relAted to cit.run and palm oil will be nought on 4
case-by-case basin an specific proponaln and their potential volume
of exports to the U.!. and to U.S;. export markoto can be imttmated.

:Nutpruocta are not expected to exceed 81
million, including all credit and equityi nubproiects exceeding
$500,000 will be nubjact to A.I.b. approval.

b. Subloan Tatmass n trei at and fscut rI C

The participating banks will lend for terma of from

five to fifteen years, including up to two yearn grace, at market
rates of interest (currently 16 percent prim*). 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.I.D. Handbook 15, Appendix G-7. The
first disbursement of A.I.D. funds will be tied to the procurement
of goods and services of U.S. or Belizean source and origin. The
participating banks' share cf each subproject may finance goods and

services from the Free World (Code 935).

d. Discount Terms

The Central Bank will discount 75 percent of each

eligible subloan it six points less than the prime rater with the

grace period and riepyment schedule for the discount matching that
of the retail credit.

2. inputa

The $5 million Discount Fund will finance 75 percent of

eligible subloans, with the lending bank covering the rest of the

credit. It is expected that retail borrowers will provide new

equity investment equivalent to about 40 percent of the value of

each aubpzoject. This scheme implien approximately $11 million in
new productive investment during the diubureement of the AAI.D.
Loan, scheduled to take place from mid-1983 through 1985.

New Invetment - All Sources (US$ OO0)

Commal Bank Dincount Pund Disburqement Term: 2 years

A.I.D. Loan to Central Bank S 5,000
Banks' exposure at 25 percent of subloans 1,600

Customer equity at 40 percent of subprojects 4A400

New Investment S 11,000

It the average subproject value is $275,000, there will be

about 40 financed during these two years, or about tive new subprojects
per calendar Quarter. One Central Bank statter should be able to handle

the monitoring and reporting workload this implies, a Central Sank

in-kind contribution of perhaps $15,000 annually.

3.Outputs

Project Outputs will includo: new inventmenta, perhaps 40

or more froo the first use of AID. Loan Funds# the Discount Fund

established on a permanent basioe a banking policy change# the extenaion
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of credit on longer terms than now are offeredl 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 aubprojects financed by the Discount Fund will lead to: (a)
increased agricultural production areas and productivityu (b) new
agriculture-related light industryl (c) increased and diversified
agricultural produce and products for domestic and export alei and
(d) the employment and income effects of a, b, and c. While these
effects cannot be realistically estimated until specific subprojects
emerge* they will be measureable: new acreage put into productione
productivity gains, new and expanded agro-industry, domestic and
export sales, and new employment. This impetus to the growth of a
productive, self-sustaining, income and job-producing private sector
in Selize will be institutionalized through the continuing operation
of the Discount Fund, created on a permanent basis within the
Central Bank from the apread between the interest the Central Bank
will pay to A.I.D. and will collect from the commercial banks. The
Discount Fund is projected to have a balance substantially greater
than $5 million when the A.I.D. Loan is repaid, and should continue
to grow thereatter, supporting the commercial banks in expanding
their term lendinq opeist ions.

C. Project Anaslses

1. Technical Analyses

The factors within this project which could be
considered Otechnical are two: the effective demand for the
proposed credit, and the ability of the banking system to deliver it.

a. Demand

Demand ttr credit on the zerre and for the purposes
proposed herein waa surveyed by LAC and )Masay staff ini mid-1982,
and again by an expert conultant (Coopers and LybrandJ at
er-end. Both Investtlationa yielded the oame finding: that over
10 million of long-terz credit could be ued productively within

the next two yeats.

Thio aoacaument ,t credit demand in helize is based
upon three different perapectives:

O the current state ot the tiellgean economy and its

potenti4l growth over the next two yeara

0 a new mar ket tot lung-term credit In the banking Systee

o a nUmber of illustratIve proJOCtO that could be
financed with thio lon;-term credit



(1) uliness Communit

Belize is somewhat better off than most developing
countries. Its English-speaking people are mobile and have been
absorbed in large numbeiL in netropolitan areas uf the U.S. Rather
than the usual labor eurplus, Belize has a labor shortage. For a
country the size of Belize, there are a large number of
entrepreneurs for new economic projects.

Belize offers:

o businessmen who have a realJstic picture of viable
projects for Belize.

o a large number ot capable entrepreneurs for potential
projects.

0 a labor force that in literate, industrious and
trainable.

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

(it) potential Demand for Fund.

The economic recedsiono around the world and the
financial crisis in Mexico have had a impact on the Belizean
economy. Re-exporta to Mexico have virtually ceased because of the
present adveree exchange rate. The weak world sugar market has
meant that Belize has not been able to enjoy the expected benefits
of higher productiton. lieCaude the L'Au6e0 of the current economic
slump in helire are principally external onet, the economy should
respond well when world c¢onomic activity picka up. Thib will lead
to a oubtantal demand for medium- and lun;-tevri credit tu fund the
investment necebaary for economic expantiton.

With Cut tOnt ta)nkinq $ract, 1c'a nkceed tcuw4tllt
ahort-tetm credit, many mtuundl proets which requite lonJ-tcIm
fundtng 4have been unler tk4eI ut Of 1Jof e, . It the credit Market were
to otter lunjttatm cteit, a number uf prleact would quality.
Plantation tl provenent ani factuty conotructjc lof and equ~lfent
projocl have lnj cuhnciic liven, and theit tinanvinj ohuitd
Cotredpond to their ine, tlowa. Currently ruch viall!e ptjefts
would nut ie funded, ot vtu1l be rinr'an e wilth hlt! termi runda

which place an added but den tin thei p utentlt for t uiecb. The
avallability ut lunq-ters fundd thruutjh the "ellie banking yste!
should elicit a substantial demeand fur credit,

Another baiai for tne entim4te of demand Is to
identify and evaluate poosrle prelecto that would qualify for
funds. such a list InC1e0i pfro)ecto in the follow ng f@8u1
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bananas* mangos, and citrus fruit
fishing
timber
bricks and clay
cattle
edible oil
light manufacturing

The following specific potential projects were
reviewed in interviews and discussions with Belizean businessmen#
bankers and government otficials. Each project was evaluated interms of its market potential and financial feanibility, and a rough
estimate was made concerning funding needs.

Of these illustrative projects, 6 were suggested by
Barclaya, 4 others were suggested by the Bank of Nova Scotia. All
were discussed in detail with the UNDP persona In Polse. The
grain market projects, edible oils, refractory# export packaging
manufacturing, and hydo-electric projects Were didcussed with
entrepreneurs who have an interest In developing them. Long-term
financing was their major concern. An estimate of credit needs to
presented for each of the illustrative prooec.a described briefly
below:

Grain Market

0 rice and corn
O for harvesting equipment plus grain storage
0 S400#000 to $600,000 funding needed

Nangoo

0 ready and lucrative market
0 plants in place: need tor refurbishing and fertiliier
O cash intuaion would yield laediste export eaCntlgs
o 8700,000 to SO00,000 tunding needed

shrimp Fishing

0 coaaerRiel development (2,000 acres)
o successtl elsewhere
o funding tot demonstration proj ect would bv $125 000
0 full ptoject development Vould need approslaately *40000

Banana Induatty

o scale prublem (need tto get 4,#00 acres (or efficient weekly
shipments)

0 would balance economic picture with sugar
o growth opportuntty building on a critical mass
0 $1,000,00 to 12400,000 funding needed.
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Edible Oils

o imported now from various sourcesg
0 coconut, peanuta, other cropui
0 large $ funding needed.

Agricultural Credit

0 livetitock and dairy
0 cropts other than sugar and bananas
0 longer terti credit

0 immeditt needa of $1,0000000

Logging Operat iounf

0 improveanent in operations
0 equipmtnt. and transport system
0 $750,000 plus funding needs

Timber rarming

0 coa:ntal pines tropical hardwood
0 one-fourth million acres (feasibility study has been

comp let ed)
o $2,,00,000 to $4,000,000 funding needs

Refractor y

o basic item, now imported
0 sufficient demand in local market
o $800,000 to $1,200,000 funding need

Export Pack aqi nq MAnufacturing

0 cnrdlit 1r d ,:1ttoli0 redy, n.~tOr- ( import cardboard)

o t.nnan t-N pr&e, approximately $5000,000 funding needed

Canned (>+t ,i

0 r.'at'n (11tw imp,1orted)

0 nelocttd fruit's
0 lartp- tunding nod

Agricalt a nol W t~I Waito

0 tawmill ,i11 It- onertjy ielf-suffiiient
0 woodch i r r4)f 'j.Ilf Irt.tltin

0 !uJ'"nnc f 't ,, .1tclo htoatd
0 small Ini inI fundInta need
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Agriculture Waste for Animal Feeds

o fodder for livestock
o small initial funding need

Hydro-electric Plants

0 would provide electricity at a much cheaper price than is
now available

o large funding need

These add up to a range of 814,5750000 to
$17,475,000 in credit for projects that could be started In 6 to 15
months. The new credit proposed under this Proect could meat about
one-half of that demand.

b. Delivery

The four commercial banks operating In Belie 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
their own satisfaction. Such project assessment capabilities are
limitedl however, the banks could train existing personnel or hire
already qualified people (if available) for their own account within
a few months.

c. Administrative Analysis

(I) The Central Bank

The Central Blank in an autonomous government entity,
legally empowered to contract foraign debtj with an annual budget
just under $400,000 and a atatt of 38. Tho Central Bank is well
regarded, with publicationa which provide excellent* comprehensive
assessments of banking and economic conditions in heliza; in the
opinion of our Coopers and Lybrand consaltant, it is *a
well-organized, thoughtful, and deliberative organitation, and it is
conservative in its banking actions.0

The role of the Central Bank in this Project will be:
to set up and operate on a permanent basis a Discount Fund, formed
Initially by drawdowna of the A.I.D. Loan and then by discounts
repaid by the commercial bankas to administer the discount
operat ion, examlninJ discount applications for compliance with the
eliqlbillty criteria, and to execute discount agreements and
dibhutLr undrfol r eaoh di)scountl to monitor the execution of each
oubp~ro)ct to verify tho une of funds consistent with the Discount
ruZnd niptovall a al to repay the A.I.D. Loan. It is expected that
one addlttona ataft person, plus site and end-use inspection costs,
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a total of perhaps $15,000 annually, will be necessary for the
Central Bank to carry out these responsibilities. This expense will
be charged against the interest earnings of the Discount Fund.

(ii) The Commercial Banks

The anking system in Belize does well providing
short-term cred.t. They have regular customers, repeat business,
similar types of financing needs, and short-term exposure. Overall,
the banks hav

o good credit criteria
o experience in dealing with commercial customers
0 loans that are generally short-term
o preference to grant trade credit
o limited capabilities to perform project assessments
0 limited risk exposure on their current portfolios

Given the addition 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, monitoring, and collecting those
credits will not differ materially from present practice.

2. Financial Analysis

a. Cash Flow

The A.I.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 Hank Discount Fund as requested,
based on the Central Hank's estimate of discount disbursements
likely to o,:cur during the following thirty days. An initial
advance of $500,000 may be requested. The Discount Fund will he
held in a special segregated account by the Central Batik. Discounts
will be di. but aed by the Central Bank to the commercial banks on
demand and In full, aga iftt evidence of receipt of the goods
(Customs re~ords) or mervices (retail customer's certification). If
the Commercial Bank haf drawn upon Central Bank US dollar reserves
in the transaction, the Central Bank will disburse the discount In
8slite dollaris; if the commercial bank h,.s used its own US dollars
in the transaction, the Central Bank will disburse the discount in
US dollars. Discounts against local curretcy expenditures will be
disbursed by the Central Bank in Belite dollars.

Retail 1loan will be distburbed by the commercial banks

to their customers according to their usual practice.

Paymettu of antereat and repayments of princi pal will
flow through the same 4equence I;% reverse. The commercial banks
will retain their gres. spread; the Central Bank will retain all
collections above: (I) debt service (to A.I.D.), and (it)
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Discount Fund operating costs (e.g., personnel, end-use inspection
costs), to form a permanent Discount Fund to remain after No
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 interest due thereon,
denominated in 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
A.I.D. Loan in U.S. Dollars.

c. Interest Rates and Amortization Periods

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

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

Commercial batiks In Belize presently lend short-term
at 16 percent plus, with moat loans made at 18 percent, utilizing a
deposit base with an average cost of 9.7 percent . The gro6s spread
from these operationt is u~ually between / percent and q percent.
In this Project the banks witl offer long-term lending, which will
involve: (a) a different 'evel of credit appraisal than that now
practised; (b) added stafl time and other overhead atsociateId with
this analytical work; and (c) the assumption of the risks inherent
in lending long-term. While these additional costs and risks might
Justify a greater than usual spread, the banks' wllitngneas to
accept about their uaual margin may be further evidence of the
potential strength of demand. The Central Bank spread, which will
absorb most of the "concessionality" of the A.I.D. financing, will
bring about the creation Of a permanent 0 1scount Fund.

d. Accumulation of a Permanent Di scount Fund

The various lending terms set forth about will
allow the Central Bank sufficient net Interest earnings over the
repayment term of the A.I.D. Loan to form a permanent Fund
sustantially larger than this Loan. This Fund will be a continuing
incentive ot the commrcial banks to ofer long-term credit; and
through manipulation 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 reasonable 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 prospective 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 important economic variableu will be
reported by commercial bank participants. Uniform guidelines will
be set out by the Central Bank of Belize to collect data on
prospective sub-project impoctu on investment, 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 Anysis

a. Summary

Particip .antn: The Commbrcial Credit Discount fund
will directly a(?ct and_ aninlnt farmore and entrepreneurs who are
already credit-worthy in the opinion of the commercial banking
system. More mobile, leris financially aecure farmers and
entrepreneurs, and ponnibly thome whon reliance on the une of the
Spanish, Mayan and Creole lanquages places them at a din4tdvantage in
the predominantly Engliah-speaking commercial banking aystem, will
find direct access to the project loann more diff!cult.

Conntrainta: Cultural pluralir. divides an already
omall national market- andlabor bane of 150,0(0 people into yet
smaller markets that are distinct in value, motivations 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 homogeneou3 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 recentl-y, credit is available to those who qualify
through credit unions and commercial banks.

Motivation: Initiative will have to be nurtured and
rewarded in orar eF De-Tize to realize the potential of &ts natural
and human resourcs.

b. Many Markets

Belize in a pluralistic society of many ethnic and
cultural groups. This in a self-evident and locally self-held
perception of which Belize is justly proud. Gradually, and
particularly since independence in September 1981, a Belizean sense
of identity is emerging, and a homogeneous Belizean 'market' may
emerge in time. In Belize City the predominant part of the
population of 5,OOO is Creole, an Anglo-African culture with strong
ties to the US* and the Caribbean. In Belize the Creoles are skilled
and semi-skilled urban dwellers, not farmers. They live in downtown
neighborhoods in Belize City where they own small snack shops,
stores, provide services, and earn wages aii clerke, teachers,
craftsmen, and laborers. The worKers in the city abattoir are all
Creole, although the manaqer in not Fxpectations are low, as
expren ned in the Creole exprension, *Don't hang your hat higher than
you can reach." The basic .motlvat ion for working is to earn cash to
pay for necensities.

Au I an.i, Ilar t I cu I dr y Chi rn -e ind I nd I ann, and Lebanese
own somewhat larger gqv.neral ntoreo in the bunine-i center of town,
and appear to remain cult.urally neparate. Anglo-Saxon Belizeans and
some American exnatriatet play conapicuoun roles in the major,
capitl-inteniive buoinenne. l1inpan~cu and Mayans are a small
portion of the population of Belize City, although they predominate
in the northern areas where Ielize borders Mexico, and the went
where it borders Guatemala. The Stuthweat wats tsettled by Mayans
from Guatemala, and the nouthern coast iti predominately Carib
(Afro-Carib Indian).

Mennunite communitien In the north and went of Belize,
as well an the npaninh, Mayan, Carl and to a lesser extent Creole
communities, have varying degreen of interest in remaining
culturally isolated. Throughout Belize remnants of the old colonial
nocio-economic class structure further divide the country into
winner' and losers. The traditional elite live well though not
ontentatiounly, and form a clopo network of financially savvy
ont repreneurS.
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c. Income

National per capita income figures, much less
disaggregated statistics, have not been tabulated. A common
estimate of the avera8e per capita income is $1,000, and the median
por capita income is $600. 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 chemistrj was required for the
assistant manager's job, at a salary of $3,600.

d. Education

Literacy, at least in English among English-speaking
Belizeans, is apparently high because primary school attendance is
compulsory. Although Belize City is predominantly English (and
Creole) speaking, half of the total population speaks Spanish, Mayan
or Carib-Creole languages as their mother tongue. Access to an
adequate education, opportunities for higher education, and
specialized training are liAmited. One banker commented that his
bank customers have little problem filling out forms ttu open
accounts or apply for loans, but that the bank itself has difficulty
hiring trained or trainable staff. On the other hand, an aggressive
goung Creole businessman urgently wants training so that he can
otter manage his successful meat processing business, but he knows

of no opportunity to get it in Belize.

e. Access to Credit

In addition to borrowings from family and friends,
credit is available from 23 credit unions and four foreign
commercial banks. In recent months, however, capital resources have
severely declined. The credit unions, which depend on members'
savings deposits, are odercapitallted, while the commercial banks
are customArIly fully loaned out.

While credit unions are preferred by many people for
their neighborhood access and poll itcal connect ions more ali' ltsent
Belizoans teail w th the four banks: The Royal flank of Canda , which
come to Rollie ,n 191?; Barclays, 11949; The Hank ol Nova !cnit 1,
1968; and the Atlant ic Bank, which wea set utp Jointlv by thr Chase,
the Deutsche Sudamer ikanlsache, dnd t he Banco At I ant ida tt Ifoidur as
in 1971.

Differeti dgr ts of collateral are necessary to got 4
loan depending on the personal roputstion 4nd crodit-worthinoeo of
the loain applicant. Banks do not consider land to be saleable
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collateral. One bank, having taken possession 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 access to credit. Banks prefer liquid collateral.

The Atlantic Bank is a .javingu bank with an entirely
bilingual staff, which farmers use tor 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 egg production.
The Bank of Nova Scotia will only conaider applications for
substantial, fully secured loans. They feel that smaller loane of
$5,000 to $10,00 are not worth the paperwork, wh.fle very large
loans - thone above $50,000 - are authorized in Toronto. The Royal
Bank of Canada, which also has branchen in Corozal, Ora-ige Walk,
Stann Creek, Belmopan and San Ignacio, lond# to p41ll formers At 2-3
percent abovt prime. They make no long-term loans because of lack
of liquidity.

Barclays takes a sarong public service stance in its
advertising and its lending policies, and is the preferred bank of
the English community in PeL-ze. The Bank makes generous corporate
contributions to local cha-ities throughout the English-speaking
Caribbean, pruvidea scholatshipb and training, and conaiders itself
an agent ot deveiopment. Barclays International Development Fund
has withdraw11 floM IIh Xtll, but Barclays still maintains its Farm
Plan Loan achvine f(, 5ini taet-r3.

Th )ar .c m1an I -a o a rchem e im tarqeted on

buain'-oriented tarett with bttween 4 and 10 acres (leasehold or
freehold) and tot4l 4dets not to exceed $50,000. There should be a
rady market fur thir pruduct, i.e., stles to 4 marketing
association ') to I 'iv.,"e Owyet unde cun t ttac',. Lo~nn are made
for land clenr 3I ri 1 |ti- t t ufn, cn-itruct ,)n tt farm buildings
and roadb , prut ch b ! tlri. iI ..t, lan,., zaet , Insect Ide.,
I ivestook and ht uck f cc-,l, a:d fetntal ut V,|ui|,#re1t tit larVebt

packag iBnj, and itanrt:-.;,tt. Any tz such uf hatclay:s In lhellze Citly,
Orange Walk, .uj )4 i, lIn',pan, %nd )an'Jt tj (I;tanfi Craek) may
authorize l 4rb .#, to 'A j*,jO Cor which l;it tray be kinnecurad.
Intoe nt In not tjb.;1Ied, e1l ut la S Ztvld on c-rkervci a pr ime plus 1
1/2 per cent . Nc term o f rcopayt-otnt in 10 ya - ex ocept for Annual
crops, In whiicnt cat5, lo na shoiulid hbe rel)aId wiit!In o ne year ot the
salC of the cr|l,. Air ru 'j!, farclayt woult1 13fctr to n1ecu1r the loan

with popr ty , the tan k 2 t1tAnt z4H5nJ1g at ft Coca t hat t he

un4vailabil1 ty ,r s.c fity doef not prtVent a fatrv Jet isiJ
financial anist sutc, whv he as 1anotrtd that hi ha a viable

pujact, |uo va© the fiecaro ( skills to tiperate a succeooful Atrl

operation, 4t t of n reputation. 0lrclayo hao not been able to
make Farm Plan L.oan 4tchse loan* In recent months because of a lack
of |oanablo funds.
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*f. Initiative

In Belize, the paucity of rewards, be they in material
wealth and possessions, or in sustained prestige, limits the
incentive to work hard or to create new enterprises. Life is
slow-paced. Many people are poor but surviving, and there is little
evidence of wealth through ostentatious display. Basic household
equipment, like refrigerators, or services such as electricity, are
so expensive that little cash remains for discretionary purchases,
which tend to include imported magazines, novies, 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 tvhows from
payment of the entertainment tax, and to exempt from customs duties
phonograph records produced abroad by Belizean artists.

For the entrepreneur, Blelize is not one nmall market
or 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 cuntraints of pluralism, a local
journalit notes that ":tarting a businems in lelize is not easy,
and when that business Involveo manufacturing a product for local
sale the odds against any fledglintj entrepreneurn become
astronomical. The rea.:on' often vary, but what stops most people is
a chronic shortage of capital, the diseconomies of small-scale
production, and an hirtorical prejudice in favor of imports.'
(Brukdown, November, 1979). The maqaizne is now out of business.

S. EFtfect and lienrjlarjes

The Pro)rct will have a developmental effect through
Its focus on 4grlculturr, identified an ielize's key development
sector, and the mo bllization of pivato aector forces -- bankers and
businsume -- Its ita ravltalizttitin and expansion. Direct
continuintg beneticiari ( of this will include, among otherd, the
skilled ond unskilled labor tot whom new jobr aro created, and the
local producerts and tsuppli rs ot raw matrr la for new
agrlculture-related tiLctiV cy genert-lly nieal I and mrdium armoern.
Other apec i ic tirouwp rA.iy coma to r-Iodi the Pro )Jct will touch on a
VAriety uf hejnOetlC1leaI at all levVla u t10z1an -society. The
macroeconomIc otfeco and benefita of thin Project will be balance
of payment oupport 4nd en asing of the domestic credit aqueole.
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D. Implementation

1. Negotiation

Negotiation of the Loan Agreement with the Central
Bank will include Agreement between A.I.D., the Central Bankl 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 Bigned: March, 1983,

b. Disburaements

June, 1983 - June, 1985.

3. Procurement

Procurement financed under thA Commercial Bank
Discount Fund will be governed by the rules applied by the lending
Banks, which will corply with A.I.D. Handbook 15, Appendix G-7. T
first use of the A.I.D. Loan funds will be tied to the procurement
of goods and aervicozn of U.S. (Code 000) or Belizean Source and
Origin.

4. Disburaement

The A.I.D. Loan will be disbursed in Dollars via
electronic transfer to the New York Federal Reserve Account at the
Central Bank on demand as required for discount operations. An
tmpret fund covering up to an estimated 30 daya' needd may be
established.

The Clontrl fi4gnk will maint4in racorin euticient to
show compliance with thco otd 000 40nd tlelixeAn source and origin
restriction on the f1t-it 4csv ot A.1.1). L.oan ftinds.

The tit I llat Son tit the pruceeda of the A,.D. Loan
will bt o nitoted by thi ;,t. Replamont4tive in helie., For
speciallixd end-ua c-hack= and avaia tiona he way call on the
Controller I Offie U.NAIO/thondurau, toehnicl1no from other nearby
Mistsions, or Al/W. The viescownt Fund may tinance 40 or more
aubprooetal ea'ch one bhutld h= viited tby the Central 1ank, the
Commerc1l1 Ulnk 0, Aid Iq A. I ,1).

+he cant!41 aI tink will provida a Qu4rterly report on
h tlfnvelU po lttin tit be Diocount Fund* with detatiod status

reopor ti n a4(li Subp luhCt
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Evaluations will look to the degree of achievement of
the Purpose (*to increase private sector productive investment In
agriculture and related industry*) through two windows: (a) the
expected outputs of new investments (subprojecta), the establishment
of the Discount Fund on a permanent basis, and the change in banking
policy to include long-term credit; and (b) the effects of
auccesatul subprojects - Increased agricultural areas and
productivity, new industry, 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 discount operations (9/84), and a final evaluation in
early 1986, shortly after the December 31, 1985 PACD.



5C(M) - COUNTRY CBZCKLhST

Listed below are statutory
criteria applicable generally to

FAA funds, and criteria
applicable to individual fund

sources: Development Assistance

and Economic Support Fund.

A. GMM RTRiIA MCOUTRY

1. FAA Sec. 481. &as it been

determined that tbe

government of thbe
recipient country has
failed to take adequate

steps to prevent narcotic

drugs and other
controlled substances so

defined by the
Comprehensive Drug Abuse
prevention and Control
Act of 1970) produced or

processed, in whole or in

part, in suchC.ou1aJ.Y4or
transported through such
country, from being sold
illegally within the

jurisdiction of such

country to U.S.
Government personnel or

their dependents* or f rO

entering the U.S.
unlawtully?

assistance Is to a

government, is the
government liable as

debtor or unconditional
guarantor on any debt to

a 0.5. citizen for goods

%of services furnished of

odered where (a) such

citizen has exhausted
available legal remedies

and (b) the debt to nlot
denied or contested by
such governmentmo
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3. [A fee. 6201*) U1,
asistance is t0oa

9gOvrAment, ba it
(including government
agencies or subdivisions)
taken any action which'
bas the effect of
nationalizing,
expropriating, or
otherwise seizing
ownership or control of
property of u.s. citizens
or entitles beneficially
oWned by then without
taking steps to discharge
its obligitionb tovard
such citizens or entities?

4. 5' ec 32c), 2(?
W2O() , 2Obi rY 1982
Eppropriat~on Act Sacs,

52and 1.i
recipient country a
Communist country? ill
Assistance !#srV~c &q
Angola# Ca"bodIA, .cub ,at
Laos, Vietnait, Syria,
Libya, 'raq, or South
Yemen? Will assistance
be prov*ded to
Afghanistan o: Mozambique
without a waiver?

1T.$D 0! 19 rec.t B
specific restrictions on
asuistance to Nicaraguss
see &oc. 724 of the ISDCA
Of M~I. ror specific
|:etIrctiona on
assistance to ri
SbIvador, see Sacs. 727
and 730 of the ISDCA of

LAt. B49 the
Countly Isipe-tod, Of
failed to tahk *deqUate
0eacure4 toO evunto the
datsq* of destruction by
WOli actIOn at U.L. OVD.
proPlrty7
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7. FA se. 620(1 , S the l

'1. Utr IA,0-t enter
into an agreement witb
OPIC?

*. )x1 sec. 620(0) .
risher-mens protective
ct of 19 a, as amienO*

(a) HAS tne
country seiZed, or
iposed any penalty or
&anction against, any
1.S. fishing activities
in international water&?

(b) It so, has any
deduction required by the
fishermen's protective
Act been made?

. IAA SeC. 620(q)F Y 194S
- ppro riation Act Sec.

P-0 ta) Has the
governpent of the
recipient country been in
default for =oe then Iix

months on interest or
principal of any AxD loan
to the country) (1) Has
tbe country Leen in
default for #ore than one

year on interest or

lprincipal on any fl,$.
oan under a P:ogram for

whicb the .ap:opriation
bill appropriates funds?

Sao0. A ~SOC 6,10a). 2t
cont expl azred a 0a a Ace
is developbet Aoan or
trot tconor4c support
fund, has the

5intnlatratot taken into
account the XAount of
foreign exchange or other

resources vhft.'~h the
Country has Opent on

PlItary equipaent?
(Petesence may be Ade to
the annualO6 aking IAtO
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Consideration* memo:
eyes, 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 baGis for an
affirmative answer during

the fiscal year unless
significant changes in

circumstances oceur.)

1. FXA Sec. b20(t). Has the
country s e ve re
diplomatic relations with
t-he United States? If
so, have they been

-resumed and have new
bilate.al ast i €tance

agreer, ents been

reqo-,ated and entered
ionto Illce such

r e uI:tion

12. FAA Sec. (2)0_). What is
t-- a Yrtstatus of the
country's U.N.,
obl i t c.r ;? If the

country 1-v In arrears,
were ;uch araiaqexge
taken 'Ate acccunt by the

AID Adrir,,ttrat in
detefr g the current
AID) ;, erat .cn' A i year

Budget- (},efe ence may

be made 0o the Taking
into ConLideratlion memo.)

1) A Sec. CnOAk ryjj

5.h te country
a ed or at,etted, by
grarting LancMt'ury from

proibecutic.n to, arny
individual or group which
ha co . tted at. act of
Internat lo- io tor ro i, st

los the Countly aided of



-5-

abetted, by granting
sanctuary from
prosecution to, any

djvl ., -,& or group which
has committed a war crime?

4. F AA Sec. 666. Does the
country object, on the

basis of race, religion,
national origin or sex,
to the presence of any
officer or employee of
the U.S. who is present

in such ountry to carry
-out economic development
programs under the FAA?

15. *AA Sec. 669, 670. Ban
t .e country, after August

3, 1977, delivered or
received nuclear

- enrichment or
reprocessin9 equipment,
materials# or technology,
Witbout specified
arrangements " 6 '
iifeguards? Has it

transferred a nuclear
explOsiVe device to a
non-nuclear weapon stgtS,
or if such a state,
either received or
detonated a nuclear
explosive device, after
AuguSt j, 19777 (FAA
sec. 620Z permits a
special waiver of Sec.
669 for pakistan.)

U . D of 1981 sc. 720.
Viithe country
represented at the
14eeting of ministes Of
Foreign Affairs and 8es4s
of Ielegattons of the
Non-Aligned Countries tothe (;*' cnot&) SesslOnw

of thte CGVfral A88embly
of t'e U. . of Sept. 25

and 20, i9 ,l. and f-.le



to disassociate itself
from the communique
issued? -If so, has tbe
President taken it into
account? (Reference may
be made to the Taking
into Consideration memo.)

17. ISDCA of 1981 Sec. 721.
See special requirements SO
for assistance to Haiti.

. NtDzIG SOUCE CRTER1 [OR
OoNTRY ELIGIBILITY

1. Development Assistance
-ountry Criteria.

a. FAA Sec. 116. Has the
"Department of State
determined that this
government has engaged in
a consistent pattern-of
gross violations
internationally
recognized human rights?
If so, can it be
demonstrated that
contemplated assistance
will directly benefit the
needy?

2. €onomtic Support f ndZ-64ntry Criteria

a. rAA Sec. 502B. Has
it been-"Seterrdne? that
the country has engaged
in a consittent pattern

of groan violation$ ofinternationally

recognized huran rights?
If ao, has 1.he country
*ado suc, t;rticfnt
irpto',vrx:.tF- In its hulln
rightc :eccc, that

fur nr11- Ing uch
assistanci:e in the
national Interest?
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b. !SDCA of 1981( Sac..iTT If ESF is to be

Tished to Argentina,
has the President
certified that (1) the
Govt. of Argentin has
made significant progress
in human rightsi and (2)
that the provision of
such assistance is in the
national interests of the
U.S.?

c. !SDCA of 1981 t SeC.
726(b). lf ES?ass stance 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 tbe U.S.; and (3) the
Govt. of Chile.-is not
aiding internationarl
terrorism and has taken
steps to bring to Justice
those indicted in
connection with the
murder of Orlando
Letelier?
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5C(2) PROJECT CHECKLIST

Listed below are statutory

criteria applicable to projects.

This section is divided into two

parts. Part A. includes criteria

applicable to all projects. part

B. applies to projects funded

from specific sources only: 
B.I.

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

ESF.

CROSS REFERENCES: IS COUNTRY
CHECKLIST UP
TO DATE? HAS
STANDARD ITEM
CHECKLIST BEEN
REVIEWED FOR
THIS PROJECT?

A. GIWIV~L CRITERIA FOR PROJECT

1. FY 1982 Approp iation Act

'ec 523 FASsec. 6MIA

(a) Describe how
authorizing and appro-
priations committees of

Senate and House have
been or will be notified 

Im". lost

concerning the projecti
(b) is assistance within

(Operationa
l Year Budget)

country or international
organization allocation y6

reported to Congress (or
not more than S1 million
over that amount)7

2. F sAec. £1l1a)( Prior
oi obligation in excess

of SlO0,O0, will there be



(a) engineering, finan-
cial or other plans
necessary to carry out
the assistance and (b) a
reasonably firm estimate
of the cost to the U.S.
of the assistance?

3. FAX Sec. 611(a)(2). If
urther legislative
action is required within
recipient country, what
is basis for reasonable
expectation that such
action will be completed
in time to permit orderly
accomplishment of purpose
of the assistance?

FKA Sec. 611(b): FY 1982
Appropriation Act Sec.
'i. ifVor water or
water-related land
resource consUuction,-
has project met tht--"
standards and criteria as
set forth in the
Principles and standards
for Planning Water and
Related Land ResOUrCes,
dated october 25, 1973?
(See AID Handbook 3 for
new guidelines.)

5. TM sec. 611(t . it
project ±s capital
assistance (e.g.,
construction), and all
V.S. assistance for it
will exceed SI million,
has joission Direc or
certified and Regional
A5sistant. AdrinistrutOr
taken Into consideration
the country'z capability
effectivelY to raintsin
and utilize the project?
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6. FA Sec. 209. is project
susceptible to execution

as part of regional or fib
multilateral project? If
sot why is project not so'
executed7 Information OV4Ii
and conclusion wbether 60;kA. A F  1;Mr
assistance will encourage PWaV
regional development
programs.

7 . 'T S ec .601 (a ).

Information an~
conclusions whether
project will encourage rf L Or O * , l
efforts of the -.ountry
to: (a) increase the oN *i 4IW LmIdb,

flow of international
tradei (b) foster private
initiative and
competition: and (c)
encourage development and
use of cooperatives, and
credit unions, and_.
savings and loan
&sscciationa; (d)
discourage monopolistic
practices, (e) improve
technical efficiency of
industry, agriculture and
commercei and (f)
strengthen free labor
unions.

F. rAA sec. O01L).
TntFormatio and P4 sso* a 0-fe"

conclusions on how
project will encourage dr l~&'4v' 4 *4"
U.S. private trade and tM Wru
investment abroad and
encourage private 0.S.
participation In foreign
assistance programs
(including use of private
trade channels and the
service& of U.S. private
enterprise).



9. A sec. 612(b).g 636(h)I
"11982 AEpropr iation

Ct Sec. 507. De&CIDO h 6 Wateww , P44W

8-ps takenbto assue W,4. Oi K Ag4 t

that, to tbe maximum

extent possible, the VJ %1 4"*
country is contributing
local currencies to meet
the cost of contractual
and other services, and
foreign currencies owned
by the U.S. are utilized
i'P lieu of dollars.

0. AA Sec. 612(d)_. Does
Jthe 0S.- own exceso

foreign currency of the
country and, it so, what

-- ar[angements have been
made for its release?

11. Sec.. 601101. Will
IBe project utilize
competitive stlectioi,
procedures for the
awarding of contracts,
except where applicable
procurement rules allow
otherwise?

12. Ty 982 Appropriation Act

3ec 521. if assistance
IrrFThe production of
any corTJodditY for export,
is the comodity likely
to be in surplus on world
market& at the time the
resulting productive
capacity becomes
operative, and As such
assistance likely to
cause substantial injury
to a.$. producers of the
mane, similar or
competing con"odity?

VCIis the pto).ct Comply
with the env gonfeftaA
procedures set forth to

A'D kegu25i rtion 27 Does
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the project or program
take into consideration
the problem of the des-
truction of tropical
forests? .

14. rXA 121(d). Z a Sahel
project, bas a determin-
tion been made that the
host government has an
adequate system for
accounting for and
controlling receipt and
,xpenditure of project
funds (dollars or local
currency generated
therefrom)?

5.. ?'N'_ CRITrRIA FOR PR>J[;l

1. Development Assistance
roject Criteria

a. PAX Sec. 102(b 11l-
113_ 8(a). Extent owh-icb activity wi-"I (a) -Ma WW 1,004l

effectively involve the 440 t J "'0
poor in development, by
extending access to 00 w&*U-
economy at local level, t"NI*00
increasing labor-inten-
sive production and the M
use of appropriate
technology, spreading
investment out from
citits to small towns And 4
rural areas, and insuring al *04&0 '441
wide participation of the
poor in the benefits of A ewvII 4 y L*0.

development on a $us-
tained basis, using the
appropriate U.S. Insti- rb ~a heth~v r'e"A
tutionel (b) help develop
cooperatives, especially
by technical 09sistince, s$V4 t
to suilat rural slid urban vipvr
poor to help thenlsel~e
toward better Is*e$# and
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otherwise encourage
democratic private and ()
local governmental i1nVl v~ W,
institutionsi (c) support
the self-help efforts of
developing countries; (d)
promote the participation
of women in the national
economies of developing
countries and the
improvement of women's
statusl and (W) utilize
and encourage regional
cooperation by developing
countries?

b. FAA Sec. 103, 103A,
104,70 , 106. Does tbe
project fit the criteria Inse
for the type of funds
(functional account)
being used?

c. FAA Sec. 107. If.,
emphasis on-use of-.appro-.
priate technology
(relatively smaller,
cost-saving, labor-using
technologies that are
generally most appro-
priate for the small
farms, small businesses#
and small incomes of the
poor ) ?

d; EXA Sec. ll0a). Will
the recipient country
provide at least 25t of Yes
the costs of the program,
project, or activitly
with respect to which the
assistance is to be
furnished (or is the
latter cost-sharing
requiresent being waived
for a "eVstively least
developed* country)?
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C. FMsee. 110 (b).
Will grant capital
assistance be disbursed
for project over more •
than 3 years? If 8s, has ..
justification satis-
factory to Congress beeon
made, and efforts for
other financing, or is
the recipient country
Orelatively least
developed'? (M.O. 1232.1
defined a capital project
as *the construction,
expansion, equipping or'

alteration of a physical
facility or facilities
financed by AID dollar
assistance of not les
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.*

f. FX sec. 122(b). Does
the activity give
reasonable promise of
contributing to the
development of economic
resources, or to the
increase of productive
capacities and self-sU5-
taining economic growth?

9. tA Sec. 281(b).
Describe extent to which 1lr 14df4r.'M.(t lC
program recognizes the fir04,Woo Ol
particular needs,
desires, and capacities jW e 1Obw
Of the people of the
countryt utilizes the 4qit ,' "cov*ntry'a intellectual r .. !,

resources to encourA9g



institutional development, 14') *'K'""N .
and supports civil 7O A 4*M
educ _tion and training in 1

skills required for 4* i ?
effective participation in
goverrinmntal processes
esential to self-government.

. evelopment Assistance Pro .ft
;rtteria (Loans MX)

a. I Sec. 122(bI.
Informition and conclusion
on capacity of the country
to repay the loan, at a
reasonable rate of interest.

b. TAA Sec. 620(d). If
assistance is for any
productive enterprise which
will compete with U.S.
enterprises, is there an
agreement by-the recipi'ent
country to prevent-export:
to the U.S. of more than
20% of the enterprise's
annual production ouring
tbe life of the loan?

C. Sp..A of 1981, Sec. 724
c an 02iA. if for

HidcabAgua#'-oes the loan
agreement require that the
funds be used to the
maximum extent possible for
the private sector? Does
the project provide fog
monitoring under ?AA Sea.
624(g)?

. conoic support ung

pro Ic Crlitr(i prlOP
EXsec c orpo Will

thi asistncepromott
economic or politics",



stability? TO the extent yg b'jWPMb~~
possible, does 

it reflect

the policy directions of 1W*ik t vO*1A,@tvo
IAN Section 1027 4 vow at u) wv' .*- 1

b. EM Sec. 531(c). Will '"or kM#$ .v*Se*.AMM
assistance under this qv P4A*% rrfurpr'
cbapter be used for
nilitary, or paramilitaryactivities? 1L

G. ZI Sec. 534. Will 2S5
tunas be Used to finance
tbe construction of the
operation or maintenance
of# or the supplying of-
fuel for, a nuclear
facility? If so# has the
President certified that
such use of funds is

.indispensable to
nonproliferation
objectives?

do EM $*C.-609. "V.---
Ii-o tdiles are to be

granted so that sale
proceeds wil accrue to
the recipient country#
have Special Account
(counterpart)
arrangementa been mede?
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&ad I6Relate I .t!"S~ Wil woth*t'k bt pI'lorit to beti given to
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Repayment ')f tim I.*b. 1i&Js Loua will be tie* rospossibility

my L(ovoismeat wiusom tidem assistance frem 4.10., A"
00 look futwai t'lC ally iegutistlt of &A Adro....t

LIea4..t .egaidosad~ bot vi~hie*.
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NWe WIii0tot of rimme
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ANNEX C

INITIAL ENVIRONMENTAL EXAMINATION

PROJECT LOCATION: IEIZ"

PROJECT TITLE: Conunercial Bank Discount Fund

FUNDING: TY-83 (2nd Quarter), $S Million Loan

LIFE OF PROJECT: FY 1983-FY 1986

IEE PREPARED BY: James J. Talbot, REMB/C

- a -Date

USVIRONMVITAL ACTION RECOMMENDED: Negative DotoxuinatLon,

CO..CURRENCEn

A.I.P Jtprosentativo
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UNITED STAT[S INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASNINQTON D C 20ss

LAC/DR-Ir -83-32

WN TAL TM = KISIIN

o1tect Lo0,cton a 5.11:.

Project Title gn -u-n-1 ak lcom ira 50O003

Fund 1 5.O, 000 (L)

Life of Project a 4 years

1EE PrepLred : Jims Talbot, RID/C

!bcqu:&nded "Deshold DtSIsliOIgg, i gtive Determinstio

_tr e~u Tbreshold Decision j CIocrrence with R9C caU WedtiO

Copy to # Neb Brashich, Mission Director.
0611 *-

capy to i Jmwo Talbot, R S/C, USAW/fort au
Prince

Cpyto a Karen Poak., LACfi

copy to I l1 rile

Je S. |otIer
Ohlef LnvfroIrftc41 Otticer
bkro#u for lAtin cr ica

and tho C4rf Itan
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I. DESCRIPTION OF PROJECT

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 specific 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 sectora

(2) new agriculturally-related light industryl

(3) diversified domestic and export products and
markets; and

(4) better incomes and employment opportuni ties.

Several potentical subproject areas have been suggested by

Barclays and The Bank of Nova Scotia and have been reviewed by

USAID/Belize. These projects are presented herein as illustra-
tive of the kinds of proects which may be supported by the AID
project:

O Crop Production: grain market, m.inqoes, banana

industry, citrus, edible oils;

" Tisherie: uhrimp fishinl, demonstration projecthi

o Timber Production and 1ani-vesting: logging operations
and timber farminlg;

" Agro-procestifln Indubtrieti: export packagin/manu-
facturinq, ceiltncd jootil(

o HisceIIantu-tiv r-trctory, livestock and dairy,
gricultuve And t,,'st waste, agricultural w4ate

for Anumal teoda.

11. S;CO|,lt.G of, r:.VSIR)NMKNTAL lf;U|RS

40h ot tho.t: dUbliro]octo raloes certain environsmental
issues 4nd should 1iw addroised tin a eaoe-by-ca4se basis. With-
out spcifi t" dtails regardingl Oit loc(tion, dogrec of develop-

ment And It-io obl ,0Uf Cab tO I )  ap 1I ad, I t 1 )he tne dtfticult

to 4dd:oon c"Vir:t,,u1c- ita impJacto In a1y te3'mb (1t lr than

generic. 1,111 the nnktc() hi 41db a altse a IrIjeC11.4 dineusatof

of the i=uca will 1W. 'oliodUcted u11t) the a1blrAly entotJorical

qrOu-Iinti af ptiuect 1:cvioualy mentionod, 4l tJ with their

reappvt1vo 4nt iciptotl project oftfcta. The qua) ofthi

approach is to (lag key issues, briefly discuss onvironmental



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

o Crop Production

In the agricultural sector, credit needs could focu ont
grain markets, mangoes, bananas, citrus, edible oils, and crops
other than sugar cane (which will not be supported under this
USAID project). The major environmental concerns of develop-
ment of any one of these crops include: use of aqricultural
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
Stann Creek and Belize River valleys, and affect parts
of Cayo, Stann Creek, Belize and Toledo Districtu.
These are areas of high rainfall (80-120 inches) and
consist of soils classified ab alluviala (alfisols),
oxisola and ultisols. Table 1 presents some general
characteriatica of the major soil types of Belize
which deltmit their manageability.

Table 1. Soil r'ertility Analysis for Topboil (Depth, 0-6 inches)
Representative of Main Soil Types in WelieI

Parameter Ultimol Oxisol AIluvIal Vertisol

pHt 3.0-5.0 4.5-5.5 5.0-7.0 5.0-0.0
Organic matter I) 0.75-2.25 0.75-3.0 1.3-1.0 4.5-75
P Ippm) 0-3 0.3 3-15 1-4
K Ippm) 25-125 25-200 50-250 300-400
Ca (ppm) 200-2000 200-4000 6000-12000 12000-25000
Ng (ppm) 0-200 0-200 200-600 2000-3000
Cation Zxchan a

Capacity (i 11-
oquivalenta/100
gram) 1-15 10-25 O5-50 50-SO

base Saturation (1) 5-40 IS-40 50-10 10-90

1H. Vernon, Aq. Chouist (Soils), Central Farm. Personal
Communicat ion.
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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 soils are easy to manage;

oxisol3 and ultisols present considerable management

difficulties, although the better drained oxisols in

the Stann Creek 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 assocLiated with

choice of ldnd clearing methods, fertility main-

tenance, and prevention of erosion, aspeciaily on

hillsides.

Use of Peasticidti. Iii accordark,-e with Sect ion 216. 3(b),
Peat id 1':ocedureis. a sietiate analystis of the en-
vironmental aspects of pesticide usage asttiociated with

the proposed project was carried out in 1962. A report

prepared by Dr. Carl lHarti-ld (Attachrnent 1) and i

corollary memorandumn ce-itt 1eld, w:nvironlmcntal Astessment

for Propoed U-S. Aaaistance LOAn to lilizr" (dated

8 Nov 82) dent to Jin.s 11vittI, LAC K1v1ioinimntal

Officer, frtnx Crioll Coil br, Pent MintJ-!t flt

Specialitt with S&T (Atactmont 21 will :iatiaty the

requ reuentb o f t he tiqulat ions for |,roltCt that

involve 1ricsur me! ! t or ube of pesit llt ci

The Colliir mco Idrtcitd tncornb ra itied in the

Barfield iclpo rt which deal with .ttti-ldves and an

expandin"g IIroIithdusin lielite. Tos concerns

wre rei11sti a as mitiv ic meAuurvs rr the pro-

JOct and 11 clud'tl (1) nzstv tit thel helticlde

Paritliatj $2) monittoti ll Ih f eark. use otif oraitiati

(3) trainlint) ill lent iclde1 balctyl (4) delot ion of

ehlor inai cd hyd: '.at bo t- o AIt' itiponmoi ld pr°o ioct.

P.JS/c fis wIlittboa 1 ±rhclto Au 6Wi stJotJ~tiona in
thias uttct . an theic arc duunmautid in the section

on AXalynit ar ltnlVirtollithcIltal )ftaeCtlS.

0 ulb~ts tJ Cyvlil~4twti

ich Uhr imp ctldn At qthc r,,tbl ot the fili:astQOof livor in the

Southern liaitlialifcji5 have Lbeen ox~iluittt sitneo A))oot 1966.
Offihora tiheici* for ttock 1obsters, eid tnappar. conch anId *ooe

sea turt a 4s , Aib,) 1.,4uc
t iV , Capatilliticl* axtat in hallai

City t! fla e lin atic4 J ati'k jltj tir flIoh pi todtuea, Pond cult ure of

shrimp Is i0:l0!11i1 - it 144IKn I O lt l t)(iA l 114,u i d l -t fey

vatul detb td1,2 iie r(SIca t if Imt I'Solool ly alt uat ld nsti tmtl4'Jef4,
Witlhoutl. olto-ll' i 

i tl i  I wallolif !t'il-r l t -icnlat,| , t t, Cil I

tion ot I pmp ictoi atc O.ltlt th t l 1t.. N%4(h a tem ahks.* 'J

be ocrutininc 4 , hovavat, whaih leain aso jIeiced aod eiltiC2 t4)

prot#CI(flId lulirse 4j44154ti 4* uia,,",'1.
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Problems with expansion of the offshore fisheries focus

on over-fishing, especially of the large edible snail,
Strombus aias, the queen conch. Much of the offshore fish-
eriesidepen3on breeding and spawning grounds in the coastal

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

o Timber Production and lfarvestingt

The major envirollental concerns associated with the
development of the forestry sector are deforestation-refores-
tation. Since most of the harvestable and accessible commercial
stocks have bean logpied and reforestation efforts are minimal,
cautious obeervation of development plans should be in effect.

0 Ago rocIsinJ ndu t. ri .S

Light industry, which will expand to process agricultural
products such ah fruti and vegetables (in addition to the
Stann Creek valj.ey citrua piocessing plants) or meat canning,

can aqgravatv d.n alioady acute sewaqe problem in Belize City.
Most of the coatal watcro for several kilometers north or
south of the City atc :o badly p.olluted that bathing is not

advised. JWlM/S/C vinual check xit thv !ho:e1o ne i Indicated the

presence ot ind icat It t f 130t lt I i ,,1 uch 4 bI Ue-qreen and

green 41tino '~ tL O uco ta ,~L tt t~Wit I~iii wa u~i N date wat Avail-
able on watel qjua lity pua:a:net c ! the c(astital wate'.s

therefure, c ltoi nonitori ttj ot t hr S iltat jol i a watt:antad.
Dissolved solldti it thte Polie (Iver uptstroam of the City

range from 240-1jil mg/1 (Jonkin tt al., 1976). Untreated

effluent f:lm canninq tacilitet will add to the BoD load,
introduce oediments to the watet and generally decrease

water quality.

Lumped Into thi category are 4 numtcr of potential sub-
projocts, livao stk 4nd dairy, rdtVActory, exOrt packlging

flaUAfCtUti0q, use t af ricultif l/roreatiy wmaoto for second-
ary producto anid =veftc y 1jencoaticmn, Antid ute t)f' afJrcltural

Waste tor Animal tea,,. I.tvaettCk jio,ect a thAt Involva clear-
in of nov lafd-, cale 'allly rtcj,,t lahtla, will apjzl avatb the

delora'ra i |isisli et, iji 1 0mr nV ItIV O Alt~ t II o such
pro)Octs 6a('Ahht be denth IIOd at lhib t I lose, C 1000 01,0tvat Ol

of sita eeC oll iin 10watr arite by loan orticaro. *iot (it the
othor propo-,|d polo]eto orsent little or no enviromintal

Conc©rns, and tho0 involved in 4ltdrn4tivV nbergy d#voopPnt
apP4ar to bo ,nvtrour4Wfntally *ound.
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Z. NAL YSIS OF ENVIRONMENTAL EFFECTS

o Deforestation

Deforestation is a severe problem worldwide and has boon
extensive in Belize. Although major forest reserves reAmin
and a fairly well-organized forestry management program exists,
the economic importance of the forestry sector has decreased
in the past few decades. Why? Overaxploitation o mahogany,
pine and other species has nearly exhausted the supply of
merchantable timber. Development of a workable and enforce-
able program of torest management ii the number one priority
facing the Belize Forest. Service (ALIC, 1982).

Lendinqi fur lotli inq otrcritiontP could jrove counterpro-
ductive to reverfilnJ the trend in deforestattion 4nd to regene-
ration of valuable woods :iuch as mahogany and pine. Unless
loan appl cltionls can dl montitzat in appi oved rorest management
plan that Iti concodant with ((l lot vt.t tiaV ice protiram
objectives, such suport should bt! withheld.

In addit t iun, the torebt 1 antis which rercinin represent an
importeant retsource tot the wintrinq pu|tipulat ions of migratory
birds tufrm the nottLein ho'iihorhol and de: yVe hiijh priority
in any long-tcttm :ti-antsetniefil, aid jp ebeiv4t ionl proijizins. Spe-

cial attention should bhe p-i d to uniquo torest nreas serving
as overwinterlintj contel s. The [,oximinty of Belize to a large

market of birdnatchers in the United iAtates arid other countries
indicates the ieed to contider tourism developnent and forest

preservation ab concurtent actievities.

o Soil ina ement

The current 4ctivittea of the GOBIs Central Farm and

support oervicea tru organizations such as CADI would indicato
that ca~pbilitioi exist in ialtso to implement soil conservation
practicon such as contour farminci, hillside ditch construction,
gui ley colt I()I, vaoct at Ive I)arr 10' a'*nd other soutni laInd
Management ptactles. I'Fatnero In the ttann Creek District are

managinti the botter-diatned oxitols by adequate rettilitatiol

And limingJ.

AwAt ctict ia I he |'foZDin5 t ao 1 and ianf ute lin til1 a @

is 4t a nopltit tIeatd entough levl mutich that MCd -un Iattic

far ! br *htiul 1r, by Will lug t adopt lactIcec whi .'h ensure a

sound ictunrt on invcntihent by ttoatotifitJ r wutaitlabat ayatefma.

Appropriate land clearltitg could tk JituldthaIlte Oil c4olly

ompoctaid aotilo, eolacially it tihavy machiticry to dteired.
Hond clsaring and burning have 4oen found to tw sup-srior to
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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 marqinal lands on steep slopes.

0 Pesticides

Attachment I and 2 discuis in detail the ecological effects
and impact muitiqat ion measures atsociated with increased use of
pesticides in exiiintjut 4gricultural production. Risks to human

health uhould btei initmized if rvo.wiendat ions found in those
attachments 4Zto tollowtd.

The tollow i'nti roptesvntdd tL( , IonC i nutu to enbure that
impacts will be Identif ied and fl nim ed whtnt vtr possible and

that pesticide use will b effecctivlely minlitoied in belize.

- Pestlcldic C)oottol Act. A dOrtt l'ctt:ic idth Control
e it pe:itOS otivitew amd zttiticastion by

the GOH (bee Attdclment J). Thia Act will ensure
that adequat r lmastu -3 ;: e I aklez lto tO Ci)T.l0| tle

formulat ion, t nimmpZ t, it ot aqe, ha~nt iint .VIusd
Of petitides i I fitlire. Aqniit this boant country
support bcackds o|, It Its : esunahiv to ,' |,c't that

the 'ollowij nti minisnm concie111: will be t mt itatCedi

preventlo tit (,' oCCUJ lat 4Io.%l e JI'sul 01 pi1V t 0Jc t oln Of

environmental cxl oius.ez and dialmlloi, tloaatment

and val IdA! 100Io pu i n tltis .
. )v l,4 !,ien l t ii01tJ ct4t alstu Ccsnt:al rarm ard

41 a I it ii In4 Ir i~ I 11611I' kltlll tdls iqne to
prosent the ncedaucAty mair't y !itc aut I no in handling
of paotellot, i' t i atie~titts,!e1 vtiu0il woskc 5 4l

oterwr. h-t!': visual aidlm, tit-tavr , cites 00404.

.s iri1quAI M tci fl ( 11 latimlc ' iluld1 h)1'a ) o

ful aiticci riatty (tt th h Col Wh kICr SC, Ailion ao

o fI 1116pnic ttackt~tuh

Peon 11A 14411t1'Jfl .. i 1cetati Peatic~cio. Thro

peti W1i7C t s atc 1e I it! 4 i- In llso Crou pro-

duction a4titmoal i ionomyl (1.21 mtric tons
Us" in 1 7911 Kanob 117.6 tons, 197911 and
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Paraquat (5.5 tons used, 1979). Benomyl and Maneb
are used primarily as fungicides in the banana
industryi Paraquat as a non-selective herbicide.
EPA has just completed a review of these compounds
and the results of their review should be considered
in peat management strategies which evolve with the

resent project. The following sunmarizes
mportant features of this review:

(1) Denomyl: EIPA decided to continue use of this
product with the following requirements: (i)
potential teratoeflic and apermatoqenic effects
can be sufficiently reduced it mixer/loaders
for aerial application use a dust mask while
handling amel (ii) labeling should ,pecify
Use of duut ma-k by such perso s, (Iii) thos"

registrants who inaintain l ,qistrat 10n for use

on rice must port olt n Jut sonit, tring studies
to detertnine sesidual l¢vels of Benumyl in
aquatic site (|ionomyl is etslecLally toxic to

warmwat e t..lih, u) . RIUMS/C muggestb that CICP
suggest tsimple, low-cost testa available for
such monito:ing and support t ainnln of GOB
technicialnl to leain how to perform such
test I nI.

(2) Haneb- I:A will continue to I e'qister this

fungicide with the tol lowing eqluizllelntsi
(1) ddllt ol (if waslnlng labol that aubstanco
is hatardous toj illshg (ii) risks ot terato-
9entclty .nd thyzild t()XiCity to pplicators
will I'e adequately leluted by wrat ing Of

protective clotthitinj (i-,} diet4ty exposure
to hcoewn .r can I, - Irduced jy hiltihllijhtnq

proharvebt I eid .lV.li o 11abelb ()f I ho -
Col~vial (Inht uoo) pit duco (lI'lobably

will 1,,t q'Ily tl hlige* 1 ,)ectm dined
largea ifiVatht u I WO I ved 11 htrotv-t ?T era

() Paratioat i 'VA io~ d t t 1,itit It M4

rogit i at l It ocrroiti with ol llwintg

c4V04tot (1) Inno(tiect tdatla toi tfIIAtl~o
COl"clus%-*% lY ally ,IfI1eackg114l0 advol--

@ftett j~i IIide C100 t'041f ni rt ltoui

of uov, Vatuaquat miiht Autia advaro
effect to ,4talian and avian w1ldlio
$pock#*.
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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 intrease productivity, develop
external markets and improve employment opportunities for the

people of Belize. Since the subl)ojects will involve medium-

to large-scale investment, it is 4s3LwIMd that the associated

investors and their pto)ect schemlti will be able to overcome

the constraints that atfect W11 1Lcultural deve lopimlent i n much
Of Belize: Simall 1,0ulat0 1n II ,Ural .aria1, poor acceSs,

difficulties in obtaiz inq atiricultural suppl ied , inadequate

technical advice, inirketinq dltticultils, and pests and
disease. These vons traints to pio)ect devc 1optnent should be

scrutinizr.d in loan application:,, in1 any vvevt.

The Itna) or v.*V i()nI sntal t-imolv-n r c l e:ielated to aqqravat ion

of deforest at)ion Anl siate tic ot pvt IC tc1 Arc Ir-, but
indeterminable, liven the lick )t te-5l CCiti to the

project at thib Staq. since privntv sect or intet c-its are

on economic viability, trrequint,y 0huz tcuts Ale Made In thi
environmental qu .llity reuvll. Thi d,-MAIIIS t hat either (1)

GOB deve lop and/ot cn!rorco dcquttat" to:iet ai unati,1J1het pro-

grAms and pedt icidoes controjl Auti/t~ (2) thiAIb vdtl .Ii il

certain onv iront--, .t 11tId it' oh))cct! Ay e bcb C)nd Iltions to

loan appll catio , (GuiLdelinud should Includue, but not be
limited to the tollowinLit

- Protection ,t !1oI Itesbou(e . r(,), ct t nhuuld

protect doila deourcob 1)y flut ag.tJ£Ilj erotsion;

@oil cC ,*tptict n sh',,uld b. avoided, recefit tech-
InO).Ogy tor ci |tip n, of oTxido!d And ulti.-t)id

should be- ,mployed Whe. ( i , Jtii.l it c learcutt ing
Of forosts its done iII 1 k) I f)IlUt; L OCft Ol1, dt)b: t6

should be left whes e it id Ut to iarit- rae)(eno-
ration by 1avIng .21 AequAte- der'lb(e0i hill s1d0

should be p5 Liict i itti iciothc app*,up|14!4tc m4ncr tO

roduce doil !,oa.

- rttC tI 4jn tij o cai t ?tDYe . li -pI lat ed pro-

rorot and (t af,,c45!, Pirk hIA :1,,etuAly ,,oUld
not be uncd tt'l roicatty aiC IVI! Ical Su0,Mc hibniRut

us* ot th SC21outec mhu14 loc dova|t|icJ and approvod
by the W.b forant :ogvviccj thmnwovoVl 011huil bd

protected at11 , coato 46 vital ti oiz4sn and
nuriery tjtoAn4o ttir vcwwrrcIally Important tish
MW sholletmh opociee,
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S afe Use of Pesticides. Pesticides Con~trol Act of

11171:. should be aidopted as a guide in loan applic4-
tionel crop protection meaaurva± shoule. be established
through applicationl of existingq technologjy and
development of an adeqjuatte retwarcli prolraim for

those crops developed t hmouqh t he Iirojetl monitoring

of pesti1cide~ redidUtei III Water,~I WIildi to And peop)le

611juld betjil ill orICder to e~itab1il iv~e1 i~le cofldi-

tionm for fut urv 1 denti1t iCat ion tut pettic idic

problemal j zconcidattions outl11 cd III At t 4cthents I

and 2 should bie ftlot twv.!

V. RECOWNATIONS FO ht1()NMfE'%rA1. ACTIO)N

The jjooied P O )ect coldt ft~t et bomo change with advorse

applied. The 1)at~ic unkiKUwwn with thiti ptovet cat pro~ent ares

actual project b to U 1 bujopOtt i e theit 1 4u pr~~d 1ot-w 10*15 the

rosourcoo that. ttay hvt artettil at~i the Liocree to which

environmentatl protection1 measuteb call be tabo1 at tiiaIuWi

loan Cond t ionti.

The dtijzee or homt ctunft my mujport Iwi!th *etjarUI to safe

U§0Oof je dt IC I ie Ib btfrut) Wi~l hOet Ore CJtlCUUrdtjiI .*.. The

agro-chmical dim1ritutio1 o .Ul the M'intitIy tr Natural

posourcoo, 4tid local utoieowfeiz 410u tvll Icmticidt 4pper to

boeOpZi cooaivc a114 £ eat i the (dAsicid Or "tic 3';d u. ?They

belieVo, hu'we-v'e* tfct ttt I he ut :tcvc1 or lsoig ~c klepfwnds

On a otront) ajz I0ts , ts tit a I Ct(4 alld ext t talka r.e ! the ir

goodo. llt.11 11r tii k ubitiq [eobi itdcm tiuivro3it their

ne(q~tvocrrefet , Abothimi'j 1 Io('l t uAtle. At, 41tfilatsy or

Natural AC*nUurkCeM 1.1 Ct'ub1fIttC 10 O I~~C~~~ the I'ic%464e

Act 00 that z bti ci c' alsil/ol 11111oh ed cemical il t,1 fe

control lea n 4f1ti ahl at)O "in a1i Itj04istl A II4 I the 11k Oro

lUtj~j I toj cI') ci at1 3 i t'~I1at £ nIc tifoc '41i "*" t ru

toroot~rtiwl, are altoilie mtutri atice 1they will ult~toly

a4vorecdl' r roct the tVii1ch ars(I Ica(! to lttj

dater torat I on oft a .1144 dilhli' sa41tio, Thil to not

to 04Y that 4ll !(otelt y 1tI-. ci ti.ctili= Iild-k+ tti a or,

the COM*I I S'j l(o')' ih toltii C 4 tic Oall 11f act e ct C I i .tP.±beCitally

8oun4 opa I a In I t . t~ut id .VI) I t-IVas fliC~~)±~t p14*1*,

d iVa Ou oosL h n Ct i b uui it d 1is v.u ti e te editc iii cmttcltoe

tpOV0m4 mangijaen~t ot rosout e0U,:4* 44, tj~vati thiS

0Q0"I~tR.~ tho toraotiy loacrtnr 4ctivil shoold be 4b40

to be property contr*11#4.
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In view of the apirit of thee* commitments to environ-
mentally sound use of agricultural and forestry resources, it
is rcoonutionded th,At a Negative Determination be approved for
this project, with inclusion of certain environmental proteo-
tion n riureb ietitioned in this IEE or developed later as
minimwu conditions for any loan disbursements.
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TO I LAC/DI, James Hoster
znvironsental Offioer

FROM : Carroll V. Collier c~ m .'to'
iest mnagasant Speaialist

SWJICMi fntyronsontal Asseaeseft for Proposed U.S. Assisto= Loan to Usis

Attached to a copy of Dr. Barfield' report on crop protection in Sollso and

rocomaendations relating to pest and pecticide management. Ite report to

quite coaprehensive and includes maiy *uggeetionl for making substantial

inprovoent in certain aspects of belitesa agriculture. It Bolo& were to

becoue an AID recipient oountr7. the copseite of these suggestion* could well

serve ia the came of an excellent agrleultlAral research project.

There is no question, after reaalng the repo-t, that pesticide# ore subject to

vilespread siouso In lelleaz agriculture and that alsoet no regulatory

controls are exerted.

based o. A1 activities in dovwlopiv4 countries and in accor4ance with Its

self-imposed regulations develop4 on the heels of practical experience, I

rould suggest that the following minimal conditions be imposed on any U.S.

loan to bleloe for esklind1:4 agricultural productoni

1. PROVIDE YrPU 7 7O KXHMIID ktq

It can te .n ti"t.e t-hat the hert-1oide arqat will be used In tbe

oulturo of tats!Se ar.1 m*.gsr ero. This potiride to reetrloto for

wee Ii f, ; ,A a &n r.at .,y to soli tu seceially cortifi54 sed

traIvel !-Y A.s. I~ .~u'r.~t .s te* st e blishod it*% tbere

t e vO ' V Mar'.! .saey ;o .o4ra' 4 4% .0d Applied 17 the mthode

spra o r .o .!tl, rs, e of P6eeras e eti Ci

00 ~ ~ ~ o MY1 •t

?bearvf. -e, a i I" e 74 f4at'W v I Ihl a V whchI 0 h 1Tael

has'l . ;c~ rz! .I's it k, t so ;**! i cIiw precaution~* should be

obsryet;

- All Wv'ramte V!, Vt. 1.e Asjt4 'Ar&14 shou14 be opecially trdlRs#4 ill

It s! We "so &A- it-.e 1,01a Ital la4dre to their ?*eelth, if

-',me , a a!. *§ i 4 ort thro,,gh the Iocal bar-tib fConlrol kard,

the Ubio .ja ha-s~rl, jole Cane Farmers AeeGCIWtI@ 004 10liss



8pO ftto individuals, identified t AID/V who should partloipate to

these training exorocist are as follovei

Ilnanaes Mr. Yiio Celiorosa, Technical Director Banana
Culture, Banana Control Board.

Sugarcanet Mr. A. Cavich, Research Officer, Blls* Sugal

Industrias, Ltd.

AU pesticide applicators and their imediato supervisors should be

su.oeoted to this training program regariloss of how sall their

Indivtdual groving operation or acreage. AID/W-S?/AQR could assist

it ooordinating any ouch trainig effort. A total of $25,000 should

be set aside to conduct this training (See also Section 3).

Only high quality backpack sprayers should be distributed for (am'l

worker use and special prolision should be taken to insure tha' a

baokpack sprayer repair ser\ic* and adequate supply of spar* parts to

properly repair 4efective equtpaent to available at centrally located

points within the agricultural aras.

* Looked storage factlit.Ol should be provided to all users of parquat,

- All poraquat should be stored ad dtatributed in properly labeled

ontainers.

- All paraquat formulation& should contain a warning odorant (such as

valoric acid) to prevent accidental indoetion and an emtic to serve

as a post-nest@S safety measure in case of accidental/intentional

vIsuse. The above formulation io available fros ICZ Chnicale Co.

a Parequat will not be purchaa*4 for non-plantation agricultural use

and should only be provided for use in sugaroano and banana projects.

a Io paraquat formulation oontainine diso.yl sulfate, a nows

earoisogen, should be purchased.

IN FROl-0I10O 701 NOII'IO SAIt US 07 YIRAQUA?

is 4 follow-up to the p401tiide safety training program (see above)

the grower orga isstions will cooperate with appropriete obeltol

spidoeoologlsts ta an egpoouro soitotfrdl program to asoure that

yorker espooure to parm144t is sinislsed. This mottoring will b to

the ormt of rlaar7 sapli ng of at-risk wortero avd will not involve

teinet of blcod Osaples. alyses wowl4 be performed oy AID/V

oom1reotors a% no soot to the lroor ordslItoas. A saus o #5,O

9.1. o, ld e t aside to assist in the logistics of tl is opertioo,



P3. Y !2 RAINUNO 10 pnICID3 AJ?

ito other highly toxz © po4tt146S then P aquat are used in

sugarcane culture (e.d. pbrathlon), the training provided for in It**

1, above should also consider the highly toxic organophoophs'e Ad

carbonate pesticides. Soas of this t: aning effort should be in the

fon of a small farmer crop protection manual. This manual should

iatentionally be written to direct the furnmr to use only those

peticide* In the lower toxicity range. possible, all catoory

(VWO Clessifieation Pesticides) 
should W deleted from the manual.

4S V)XLLTIC ALL CH.IN ATED HYK'CLR),.
ON PSTICI1rt "TOK PnJV T.3

Chlorinated peticios arv bo aiLo uzod in poet developiM

o0untries and due to problems with the'ir perestence and their

SbMlity to btoaccunqlato they are also contrtindicte
4 ifn developing

o0autries. Safe and effective substitutes are ovwllablo for soot

agricultural ueeo.

OSed or available Information, the economic 3usxiflcatlon for use of

Mirtx to control loaf cutting ante in citrus droves has not bon

etablished. Therefore. this poeticido which has been cancolle4 for

all outdoor ue* to the U.S. ai4 many other countries ehou%4 nt be

"ad tS Oro AsW Dltes c trvs pro e .

-1I
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od po4 sticid@S (afltf@ t 10# for 101111

Lot to prowid* (Or C:. control
hOjiportatiofl. 8414o 4orog*

a Po ttedes.

VW _Ct way be CIS@4 fo thO ftoseitle11

M a.ticid*6 ..Ct, IWI sod o

,~i coos into arordtiOo Siti

*dsy to bea ppointod by IMe

1(jointor by not4av publisk*4
0~ thle 1,&Sto

-Pur tii" p.rpo@s5 of this AsiiopVt
04;dvertkao5OfrIU &*and GAY

qt*4IO8SttS)vo by ofmy MOONG

bg~LOW tofr Cho pPrpOO
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promoting dirvelly or indiretty, the sile or

other dietributleO et any .eekitide!

o rigulturo" meAno the proluction and storae

of any pro4d,.c fnr conausptlon or say other

purpose aId include the uso of land for grio

slog, forestry and wo'loa4nd, ftol culture,

be culture, norket gordenings horticulture

&Ad nurseries or animal huabLndry;

Niijpgrovod analyst" meanI the ,ovorweat &Slstro&

or asy other analyst approved by the ttIOeteir

trtlele" or articlo to vhie% the .4t sd ew

wipstOl. OpI11 mas -

to) a pesticide or say prodeco to vhtk S

pestitde to belitevd to have boom Sp

piteJl or

(h) amtstlag44 *d for She 46rfOmtsro, pMi*Sh

&#laog torsAoe, appliotion or ON of a

pet iciddf or

(s) aay )nbollif', paehli$ or odrortill

lser" Ital vWalsh reate l o a peS4ti dl

. 4ayhlod towi~ 41@i

IA w%1it , tIf'ttV OeMSi St p"1441

*eet d..



...,taW4o 01043 *Pytiasd in which us

pooti t t o IWholly or partly contained

or p~ciiodi

wosteroainainf" *a too thee of po.,tiiIdoo

for th. doolnai~onl or control Of 10.sls

on ay IanOi or prentooo or in a vokI41*0

qkpor aircraft whether' 00 lamd Or OnY

other placol

wkbl iocan any S.eod word or mwrk

attoshod Io, IM16,041 $so b.oongi6 to

or acc.oarcytax a SonlRIROrl

povadjad for *3 44ob**i,S, of a pasel&6l4O

ftioioorO &*an nisiatr roopomalble, far

evaol orm toai he ofO teoO w"04

of o voksoo or 44 of pr#e*O* 0

wftlhob *0 wh whih oft~ at so f*0si,

*#0404 -041 the '440 of 0041141df

p4*1tid99 0 to 4044.* for 0,01 oir

Bout Available Document



*p"414 IsO5 Any imsse, rodents birds

rish molluscs nematods, f3 uus,

we0ed micro-orgaii, virus, octo-

parsaslta of anisels and any other

kind of plant or aninal lite which

14 injurious, troubloeoso or un-

desirable to #rowing crops, pro-

duce., processed food, weod,'loIthe

fal)rice or other £anlat. objoeto

and Anctudso anythiag whick to urn.

dooerablo mader owl 0"490009 roe

lIoIrn to post coatroll

*poet opplicator" *seoA a prson who$

by hlteaef or hio opFleov

.ea*1onto or agoelo, us** po16i

odo to carry out a* ossorsiml

-pSelido o Sao a prodvt ussloaded

to be wsed far centrolia ;toot$

Ujldedk ea s.e ,A Ctop a5Jov0 fir ace,.-

040o (Vto #Ad 1* 41w00

~4?0hI^ .edadrily Weed of- V%144

mior be "04 1 Ie 6*a £ -eIeAd l Of

ftod (kt fAh "ifae .#,d 460a1#

&*d tee 601Awe.I. beg do**. ot*%I&

#I*"y m#e9sv arot t o

P0eI164e (eairol I0ard " 6*0aou#

0e4 ,4e4or the total 04oo"e1,t

Ih - .... 4 h -eIte1 wE pP .eif14#4bI

4 q



The~bre ~a W, saesthd*4 6uslsem
tea tobe~llid %e st- or poelsdes

&i*des cemtu'l Je'ard as the costrot jaud

p~.V~l *I of te "soedl,
salhavS effet in roWa

tiato the domosOtties of Uluet whoduls
the Uear sod oSheMMSe IN
velttLes thereto.

SW vmGjS1A*f the joard shall
be the Jat6d

, ,-. (a) to "sister wtl o06

to) lisoe vpo to import

to asthotisO WOODeS to selIt
* rootu'led pooilldoI

to reotwe premt~o" to

Whik wb4 Ipt10104 3I4CI l4do

AppRileaoYStow

*pootrioteS p"111e40081

to gamoid 106 01 1a0,1sa10
dto06~ .0took e pri"64

cl~se ed Is d,. Withe

SOW) al to doof ~~

ss'e ft it S ,mt o
thiello for

9~ Aoro Nbs gasO Si, aft.'*9II

lbs bar dPWfr Ot' f 0v'

Ow ~ o ofA it. .0SP.4 the

herO ~ ~ ~ ~ ~ o 141tt' g'oI1 ~

thm6.. 1,0iftat t
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.No person shall mamufaturs,
imports Advertises or *ellRIp slol e wu lllor oshI•~ ~ ~ a ,I 1Po441oldo onto"l evok

peatieW o relasteoI to
the proeobed masserl

(1) The 3eard shall lse. and kllstuatLef of
owed from tiesto I " a posetildesl* - list of registered p04tlol-

l b per.. shal mastatsre, or Liseusing ot
';.' IOrt sow p0eatl0des *t0l be 11efirtlreu or

first obqaLml in the prosrLbld rter of
-a5",r* tree the Jeardo a lesme 914*e,
to mentaue or Impo0rt, s the

TV. seo may require, that p4lo16.

," 1() No pere shall "ll * reas
tristd p.'btt01e Pr #1 -

(a) he L Ivtrigos IC Uke pro- Astbrlstilo
s Itbed ftu ser 00 10 do !0 sel rustins-

led p001161 "0
-- (b) the ptOlevet s L hu b t sad 1els

s"te to tarrl d oel W ha bosem of proeloe
registered Is thw p'eerlsd

S..a.sser for tSe perpose and

()o O IV 1'; is tarrled set is
eoeewwo vth mob othor
requirk Oss s mw be pre -

to) uh 4eard shall 08e and
ausaI fes tie t" stave a
Ies of ivtrl sted461 posti.*IiI1 dee I l.lIIll

b (I) s A!Npli vti or s ll % i re.-
tristed P'llepldeft **les he
is Mutbortf.r bw6b She.aa1r
I sM ah Ploa vtid t t tI
as plsvee ifa ulele00000frma.uhrio
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ise aim itff'ulme
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(b) a register to he bOes " tho 3o-
stator of LIses is tieb eMll| be
o r4 the m Fad p~reseti ,be041-

eIWS" ot seer perees I lo-ed usiet
this et to OmStIOWO OF leSt G POO
sietered PeOSiUS
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Lp (3) Overy applicaiton for the rogistraties

O f Pe Wc4 for 4 i eeo.e to 04.5-
( atere at import a rogisitered poeti-
side$ tor authorinatiom to sell a rae-
1.1.1t.4 patleiutu, fo re*lltratioU af
the proxiood iS which such restricted

t +Ypootlcl~o soy be said$ for amtkorisa-

tSion tr wo restriced potiside

shall be "ed i the preori oed
Ws be as..upsaiod bh, relevast
prosertwo d oel asepl sulect to provi-
sOe *r thst$ telrda rt

A &o 8" ame ppllitift"p ON 41 $*re sod

sOOeietom hi t this, rite, to
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PtOfY=T- ag OP1Z AO9

tRase of Counteys Bells*

Name of Projects Com rclal Bank Leoufnt fuad

Number of Project, SOS-0005

?mhor of Loans

1. Pursuant to Caribbean Basin initiative Wupplepental, title To

Chapter VX of P.L. 97-2570 the Suppleeental Appropriations Act

1982, T hereby authortwe the Comeroial Dank Discount Fund proleot

for Halizo lnvolv!nq planned obligationa of not to erceed Five

Villion United StataS D l)rm ($5000,000) in loan funds (Llomnt)

over a t,knty-'vt (?) year pertrtl froon t, Amtn o! authort1:a-

tion, t-ub 1"ct to th" nvallbilit? of fun(!& il iccortlance with the

AM OY'?/rllot~e!'t procems, to help in financing foreign OXChAnge"

and local currency coats for the project.

2. Tho project (OProlect6) consists of the estmblishatnt of a $S

saillion loan finaneod Cer~rreal "Rmk Dincount Fund in the Central

t~ank of ,lize, agminot -hch oowerci3l banks will be able to

discount crtiltn extenedo to produ ctive private sector agri-
rmltural, rWlatO inluntrial, and erport-producing subprojecta.

i. A4O Prmtct- Arrevaent, which my .be negotietod and executed by

4-, the office r to wh,-,u stich authority to deleqated in accortence with

Alr' v-,;atnrr mnt! nenqntions of Authorit7, shall be eubJect to

t. %-.- f.rloving ,asential t*ra and covenants ard rajor c'-nditions,

together with such other terms and conditions to AID may d*".p rori ate.

1"h Covrn.rent of Polite (OnorrowerO) shall repAy the Loan to
Alt) In U.St. Dollars witein tventy-tive f), year@ from the
'at. of first ,lino' rr'%nt of the Ynan, trcluding a grace

no rl l" of rt to te.rr'- ten (1)) yearq. ",* W rrveor shll.

pay to Kl) in 11.,1. cdllare interest fro the date of first

.1" tqrat nf tONe c',n 'it the rate of (1) two percent (?%)
0 - r 'I 'r riri '" ... t ten (10) %e.ir,", ln" (1 ) three

• - porcant (11) per anr:,' tl.crEvt't, on tio outstawting die-

U tsuruI.l NnIInct of the usan and on any due and unpaid interest

gob u' c' r , rce e 't % I ,,r, (k5 finalrcestV t

Si c v;%v. t ',r I n r tvr I ao



airfie in v~rititg 'ca c'hippin2 r~n ne AMf un".Or te
qhari hp~1 1','~e 01N Iq f Wn1q ~ VPVSV.l n thl United

- .. ',-,I h

cumunts under the Project Agreement, the Darrover shallip
axt %en s AMf 'v.eV otharwiso :9rb in w'ritir'q, furnish# In

form anh' suhst~lce satisfactory to AINl

(a) An opinion of oounsel acceptable to AMt that tbe
Project Loan Agreement has heen duly authorized and/or
ratified by, and executc4 on behalf off, the Vorrower,,
and that it constitute. a valid and legally bindingj
0-~1gation of the l'orrover In accorear"c with All of its
to rves,

(b) A nt1"*-,t nf n r:r'o f the ,v-wrrr'n holling or
4cttr.) In 0" c'ffte. of tlhm 3F'rr,Pr speciffie In
Section 4.1, anO. of any adttiers1 repcesonthtivest
togotber with a np~ciiien ciqnature of each person
wspcifieA (n such statemntr

(c) A e!'ip* ', mf t Central flank's regu)3tions anti
potitea #lated to discounting 1pro~ect funds to the

led1 A statom~.ft of the xet,3il londing policy of the
9: =vioriml Pu that will trsellte' special onp%skrls on

W or~rt to -notll ain, fat~-q ntrerrenot~re ind a

lond twenty nircont (4100) 0! the PrOC00.46 of this loan

to srhieye t~lAt nhlectiv

o(e) A crtny At the twtel '53%Ti-Yoftn Mkkres..nt "tirhh tho
coamerInI *h4 will use in their loans to tse, cub..
torrowerst

to carry out th. Frelocto

~ ~t~eSoratir all oov*nant thatv unless AID @thOi"t "r..e
Ir vrt'I1Af, It w~i~

(4) feqitro a ourVVs in'r-r tIn Proltet to fit &no
&40 :o tt.'r tc110I. cate'qcfler tr. o st Oilt10 'fr a sub-t~

I O% 41() en fp'I 1aa S+Cr to a rit iven or a 1e'qsi
WOf tt*it~ leii t.~ ~i fl~~o 'lr



.-

or the Onitid n.e7ten of which vore then twenty-fivet
pfreent (2S%) of the tol r.om,-bind Vettig pe 'er of all

ahare"1ehdn3er (iii) a Joint venture or unincorpcrated
ArR.r)cIatln cmnriatinq entirely of ine4 lviduals cor-

pnrations, or parknarshipa which are eligible unCer any
,mf the ftrenninq categnrin.

(b) Punmit to AM ?or approval any prectot to he
financed under the Loan Agreement ubich has a-value in
excess of Five flundred r ovpun United 8tsates Dollars
($500,000).

(c) in carrying out project activities under the Loan
Agreement. the Borrower will avoid projects or activi-
ties which would cause or threaten serious injury to the

production, marketing, or pricing of United States

serleulturfil cc-rMtitien nr ornmeucts, and will reep ATO
tnformd' o. activitie i% ,t& -%ppenr to inv,,1v" the
potential for such harm.

(e) Examine each subproject financeJ under the Loan

Agreement and make a written determination as to the
effect that the Project -i40 have o'n the hunmn environ-
ment. florriwer will ensure that before procee4inug with
any project which could have a subatantial effect on the
environment that an environmental examination satis-
!ctmry to ArD o;4.

Assistant W'inistratof
Bureau for Latin A"rica

Wn'1 the Caribbesm
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