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UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON DC 20523

PROJECT AUTHORIZATION

Name of Country: Belize
Name of Project: Economic Support

Number of Project: 505-0012

1. dant to Section 531 of the Foreign Assistance Act of 1961,
as umcnded, I hereby authorize the Economic Support project for
Belize, involving planned obligations of not to exceed One Million
Unitecd States Dollars (US$1,000,900) in grant funds ("Grant") over a
one (.) year period from the date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB/allotment
process, to help in financing foreign exchange and local currency
costs for the project. The planned life of the project is eighteen
months from the date of initial obligation.

2. The project ("Project") will consist of managerial and financial
advisory services to the Belize Electricity Board, a two-part study
addressing domestic price ccntrols and trade policies and practices,
and a comprehensive review of the operations and policies of the
Belize Marketing Board.

3. The Project Agreement, which may be negotiated and executed by
the officer to whom such authority is delegated in accordance with
A.I.D. regulations and Delegations of Authority, shall be subject to
the following essential terms and covenants and major conditions,
together with such other terms and conditions as A.I.D. may deem
appropriate.

a. Source and Origin of Commodities, Nationality of Services

Commodities financed by A.I.D. under the Grant shall have
their source and origin in Belize or in the United States, except as

\\
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A.I.D. may otherwise agree in writing. Except for ocean shipping,
the suppliers of commodities or services shall have Belize or the
United States as their place of nationality, except as A.I.D. may
otherwise agree in writing. Ocean shipping financed by A.I.D. under
the Grant shall be financed only on flag vessels of the United
States, except as A.I.D. may otherwise agree in writing.
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I. SUMMF"Y AND RECUMMENDATIONS

A. Recommendations

USAID Belize recommends the authorization of $14 million of
Economic Support Funds to be divided into a $13% millicn loan
and a $1 million grant. The dollar loan will be repaid in 25
years, including a 10 year grace period. The interest rate
will be 2% during the grace period, and 3% thereafter.

The borrower and grantee will be the Government of Belize
(GOB) acting through the Minister of Finance. The Central Bank
of Belize (CBB) will administer the program.

B. Program Summary

The program proposes to provide immediate balance of
payments support to the economy of Belize via a loan cash
transfer of $US13 million over 6 quarterly disbursements and a
$US1.C million grant for technical assistance. The local
currency equivalent of the cash transfers will be deposited in
a special account at the Central Bank of Belize. Disbursements
from the local currency account will be at the authorizationr of
the USAID Representative in Belize for allocation to a Mission
Trust Fund and for expenditures under the GOB Capital 11
budget. Grant-funded technical assistance will be utilized
for: (a) advisory services for the Belize Electricity Board
(BEB), (b) a study for the reorganization of the Belize
Marketing Board (BMB), and (c) an appraisal of the foreign
trade regime and domestic pricing policy.

In addition to standard conditions precedent to
disbursement, involving a legal opinion and Borrower
representation, the GUB will agree to a number of covenants and
conditions precedent to each disbursement including: (a) the
maintenance of programmed levels of develoopment expenditure and
public sectcr savings, (b) the removal of quantitative trade
restrictions imposed ir 1982 for developmental reasons, (c)
restructuring the debt and improving management of the BEB, (d)
restructuring of the BMB and (e) importing or causing to be
imported within 12 months from each disbursement an equivalent
amount of raw materials, intermediate goods, spare parts,
agricultural inputs and capital goods from the U.S. for the
private sector.

C. Ccvenants and Conditions

1. Covenants
The Government (GUB) covenants that it:

a. recognizes the long-term impcrtance of the capital
budget for infrastructure development and agrees to maintain



the programmed pace of planned development expenditures as
stated in the current stabilization program;

b. recognizes the benefits to be derived from free trade
and market determined domestic prices, and agrees to conduct a
review and analysis of the foreign trade regime and domestic
pricing policies and practices;

C. recognizes the importance of savings for economic
stabilization and agrees to teke the necessary measures to
achieve the targets for public sector savings as stated in the
current stabilization program;

d. recognizes the need for finmancial reform of the BEB
and agrees to take measures to restructure the commercial and
intragovernmental debt of that organization, to keep its
current electric bills at no more than 60 gays outstanding, and
to contract a financial and a management advisor for the BEB
for no less than two years each; and

e. recognizes the need for a reform of the agricultural
support price policy and agrees to change the function of the
Belize Marketing Board to that of an institution concerned
exclusively with commodity price stabilization.

2. Conditions Precedent to Disbursements

a. Conditions Precedent to First Disbursement,
March 31, 1985

Prior to the first disbursement under the Loan or
to the issuance by A.l1.D. of documentation pursuant to which
disbursement will be made, the Borrower will, except as the
Parties may otherwise agree in writing, furnish A.I.D. in form
and substance sastisfactory to A.I.D.:

(L) a legal opinion of the Attorney General of
Belize or other legal counsel acceptable to A.I.D. to the
effect that the Project Agreement has been duly authorized
and/or ratified by Borrower and executed on its behalf and that
it constitutes a valid and legally binding obligation of the
Borrower in accordance with all its terms;

(2) a certified statement of tne name(s) of the
person(s) authorized under the Project Agreement to act as the
representative(s) of Borrower under the Project Agreement with
the authenticated specimen signatures(s) of said
representatives;

(3) a document which includes the scopes of work
for a management and a financial advisor for the BEB, and a
stated agreement that tne two advisors will begin work no later
than June 1, 1985, (for a minimum two year period) for the



initial purpose, inter alia, of helping the GOB design a plan
for restructuring the BEB debt, including agreeing to a
timetable for the assumption of full debt responsibility by the
BEB and for conversion of BEB's net debt position with GOB (or
a portion thereof) into GOB equity into BEB.

b. Conditions Precedent to Second Disbursement,
Jurie 30, 1985

Prior to any of the disbursements or the issuance
of any commitment documents under the Project Agreement, the
Government of Belize (GUE) shall, except as the Parties may
otherwise agree in writing, furnish to A.I.0. in form and
substance satisfactory to A.I.D.:

(1) Evidence that expenditures in the Capital II
budget are occurring at the programmed rate, and that public
sector savings targets are being met.

(2) A document which includes the scope(s) of work
for trade and price wolicy specielist(s), and also includes a
stated agreement that the GOB will have established & working
group with whom the specialists will begin to work no later
than July 1, 1985,

(3) A document which includes the scope(s) of work
for ayricultural specialists in the field of commodity
stabilization, and includes a stated agreement that the GOB
will have established a working group with whom the specialists
will begin to work no later than July 1, 1985.

c. Conditions Precedent to Third Disbursement,
Sept. 30, 1985

Prior to any of the disbursements or the issuance
of any commitment documents under the Project Agreement, the
Government of Belize (GUB) shall, except as the Parties may
otherwise agree in writing, furnish to A.I.D. in form and
substance satisfactory to A.l.D.:

(1) Evidence that expenditures in the Capital II
budget are occurring at the programmed rate, and, that public
sector savings targets are being met. ’

(2) A plan, agreeable to both parties, to
restructure the BEB debt, and demonstrate that the BEB external
payment arrears have been eliminated.

d. Conditions Precedent to Fourtn Disbursement,
Dec. 31, 1985

Prior to any of the disbursements or the issuance
of any commitment documents under the Project Agreement, the



Government of Belize (GOB) shall, except as the Parties may
otherwise agree in writing, furnish te A.I.D. in form and
substance satisfactory to A.I.D.:

(1) Evidence that expenditures in the Capital II
budget are occurring at the programmed rate.

(2) A review and analysis of the foreign trade
regime( including tariff excnerations), and domestic price
policy and practices, and a plan for eliminating the
quantitative trade restrictions imposed in 1982 for
developmental reasons.

(3) Evidence that the BEB debt has been
restructured, and that the GCB is making payments to the BEB on
a reguiar basis for current electricity usage, and that the BEB
commercial debt is being serviced on time,

(4) tvidence, via an evaluation of the performance
of the non-financial public sector by a USAID-funded outside
consultant, using the most recent data and appropriate economic
indicators, that the GOB is achieving the programmed savings
target.

(5) An analysis of the Belize Marketing Board
(BMB), containing the strategy and plans for changing the BMB's
function into that of an institution concerned exclusively with
commodity price stabilization.

e. Conditions Precedent to Fifth Disbursement,
March 31, 1986

Prior to any of the disbursements or the issuance
of any commitment documents under the Project Agreement, the
Government of Belize (GUB) shall, except as the Parties may
otherwise agree in writing, furnish to A.I.D. in form and
substance satisfactory to A.I.D.:

(1) Evidence that expenditures in the Capital I1I
budget are occurring at the prougrammed rate;

(2) Evidence that all the trade restrictions
initiated in 1982 for developmental reasons have been
eliminated;

(3) tvidence that it continues to make payments to
the BEB on 4 reyular basis tor current electricity usage, that
the BEB commercial debt is being serviced on time, and that
appropriate management reforms are taking place;

(4) tvidence that satistactory progress is being
made 1n addressing any defficiencies revealed in the mid-term
review of non-financial public secter savings.



f. Conditions Precedent to Sixth Disbursemenrt,
June 30, 1986

Prior to any of the disbursements or the issuance
of any commitment documents under the Project Agreement, the
Government of Belize (GOB) shall, except as the Parties may
otherwise agree in writing, furnish to A.I.D. in form and
substance satisfactory to A.I1.D.:

(1) Evidence that expenditures in the Capital II
budget are occurring at the programmed rate;

(2) Evidence that it centinues to make payments to
the BEB on a regular basis for current usage, that the BEB
commercial debt is being serviced on time, and that appropriate
management reforms are taking place;

(3) tvidence that legal and/or legislative steps
are necessary to change BMB's functions and responsibilities as
previously agreed to have been taken; and

(4) Evidence that satisfactory progress is being
made in addressing any defficiencies revealed in the mid-term
review of non-financial public sector savings.

II. BACKGRUUND

A. HKecent Economic Performance

Growth in the Belizean economy has slowed dramatically
since the end of the last decade. Whereas GDP growth averaged
4.5% annually during the 1970's, the economy has experienced
only stagnation during the first half of the 1980's. Real GDP
grew by only 1% in 1981, fell 5y over 5% in 1982 and rebounded
Dy a mere 1% in 1983. The slump in the world price of sugar
(the sugar sector generates about 20% of GDOP), a slowdown in
construction activity and a virtual halt to the re-export and
transhipment trade with Mexico were the factors primarily
responsible for the economic decline.

As in most small open economies, inflation in Belize is
generally determined by import prices. Consumer prices
increased from 7% in 198U to 13% in 1981 as world inflation
surged and as this higher price level was validated by large
wauye increases in the sugar sector that spread throughout the
rest of the economy. 1lhe pace of inflation moderated in 1982
and 1983 as the price of imports declined and as wage pressures
subsided.

Along with stagnation irn economic growth usually comes
imbalances in the internal and external accounts of the economy
and Belize has been no exception to this general experience.
Public sector expenditures have continued to rise while



TABLE I BELIZE:

GDP TRENDS AND PROJECTIONS

1978 1979 1980 1981 1982 1983 19841/ 19852/
(in millions of Belize Dollars)
GDP at current
market prices 242 .4 282.4 3424 366.1 332.3 348.3 566.3 392.0
(% change) (16.5) (21.2) (6.9) (~9.3) (4.8) (5.0) (7.0)
GDP in 1980 market
prices 319.3 323.7 342.4 345.5 325.8 330.0 337.0 347.0
(% change) (1.4) (5.8) (1.0) (-5.8) (1.9) (2.0) (3.0)

Source: IMF and IBRD

1/ Preliminary estimate

2/ Projections under the current stabilization program.

]



revenues have remained constant or have fallen. Growing public
sector deficits have maintained a high level of domestic

demand at a time when export receipts were falling. The
inevitable result has been increasing balance of payments
deficits, with net international reserves projected to be a
negative US$2.8 million in 1984.

l. Public sector finances were the first casualty of the
slowdown 1n economic activity. The financial position of the
consolidated public sector remained strong through FY 1980/81,
but weakened in the following two years. The overall deficit
of the nonfinancial public sector rose from 4% of GDP in FY
198C/81 to about 9% of GDP in FY 1982/83.

In Belize, the public sector consists of the general
government, which is made up of the Central Government and the
municipalities, and the public sector enterprises.Before FY
1982/83, public sector finances had been characterized by
modest savings in the general government and a small operating
deficit in the public sector enterprises. However, in FY
1982/83 the situation began to deteriorate. Savings in the
general government began to be squeezed as a fall in foreign
trade and income led to falling government revenues while
expenditures rose as a result of salary increases awarded
shortly before independence. The operating deficit of the
public sector enterprises more than doubled between FY 1980/81
and FY 1982/83, due primarily to inefficiencies in management
of the Belize Electricity Board and secondarily to
inappropriate pricing policies in the Marketing Board and to
production inefficiencies in the Banana Control Board. The
downward trend in the savings of the general government and the
upward trend in the operating deficit of the public enterprises
resulted in a contraction in overall public sector savings from
4.0% of GDP in FY 1980/81 to virtually zero in FY 1982/83.

As the public sector financial situation begyan to weaken
after FY 1980/41, the burden fell on banking system credit to
finance the growing deficits. In FY 1981/82 and in FY 1982/83,
net external credits continued to finance well over 50% of the
overall public sector deficits. But in FY 1983/84 with the
drop in the external flows (see below), domestic credit rose
sharply to fill the gap. In FY 1983/84, banking system credit
financed about 80% of the public sector deficit. At the same
time, the composition of banking system claims on the
government changed with that of the commercial banks falling
and that of the Central Hank rising.

The fiscal situation at the end of FY 1983/84 was
characterized by a severe liquidity shortage. Further domestic
financing was not available; Central Bank advances were at the
statutory limit and commercial bank portfolios could not
accommodate more holdings of treasury bills. Consequently, by
March 31, 1984 the gcvernment had accumulated BZ2%4.3 million
arrears in interest and external transfers.



TABLE II BELIZE: CONSOLIDATED OPERATIONS OF THE NONFINANCIAL PUBLIC SECTORL/

Total revenue and grants
Revenue of general govt.
Grants

Total expenditure

Current expenditure of the
general gavernment

Public enterprise
operating deficit

Development Expenditures
General government
Pubiic enterprises

Overall deficit
Change in external arrears

Financing (net)
External (net)
Domestic (net)
Banking system
Central Bank
Commercial banks
Other

Memo items
Public sector savingsé/
(as % of coP)7/
Overall deficit as %
of GDP7/

Source: IMF, IBRD and ROCAP estimates

19782/

U o
~ unoWwW
oW

8.7
(3.5%)

9.7%

1975

1980/81

1981/82

1982/83

(in millions of Belize Dollars)3/

78.4
64 4
14.0
104.1

52.7

Lol AR

10.3
(3.6%)

9.1%

94.5
8l.6
12.9

108.3
64.8

-1.2

42.3
(34.9)

(7.4)

-13.8

13.
8.
5.
4.

WN OO

(4.3)
(-2.2)
(6.5)
(.9)

15.6
(4.6%)

4.0%

99.7
86.4
13.3

122.1
76.5

-1.5
44.1
(31.9)
(12.2)

=22.4

22.4
12.9
9.5
(9.9)
(13.5)
(~3.6)
(-.4)

8.4

(2.3%)

6.1%

101.2
84.2
17.0

131.4
82.4

-2.8

46.2
(27.7)
(18.5)

-30.2
.4

29.8

18.3

11.5
(11.9)
(.4)
(11.5)
(-.4)

-1.0

(-.03%)

9.1%

1983/84 4/ 1984/85 5/1985/8¢ 5/

10G.5 111.3
84.4 101.8
16.1 9.5

128.8 132.5
87.5 91.4
4.4 1.2
36.9 39.9

(24.6) (31.4)

(12.3) (8.5)

-28.3 -21.2

3.9 -2.9
24.4 24.1
4,7 28.1
19.7 -4.0

(18.1) (-4.0)
(14.0) (3.7)
(4.1) (=7.7)
(1.6) -
-7.5 9.2
(-2.1%) (2.5%)

8.0% 5.7%

115.1
109.6
5.5



FOOTNOTES

Consists of the Central Government, local governments, the
Social Security Board and eight nonfinancial public
enterprises.

Prior to 1980, the fiscal year coincided with the calendar
year. Since 1980, the fiscal year runs from April through
Marcn 31.

Exchange rate: US$l = BZ$2

Preliminary estimates

Projections under the current stabilization program.

Calculated as current revenue less current expenditures of
the general government and GOB public enterprise operating

dgeficit.

Calculated in relation to calendar year GOP.



TABLE III BELIZE: BALANCE OF PAYMENTS

1980 1981 1982 1983 19841/ 19852/

(millions of U.S. Dollars)

Current account -3.7 =-4,7 -18.4 -11.0 -15.8 -14.0
Trade balance -38.9 -43.0 =54.4 =45.2 =47 .4 -46.1
Exports FOB (82.0) (74.7) (59.8) (65.1; (70.0) (77.7)
Imports CIF (-120.9) (-117.7) (-114.2) (-110.3) (=117.4) (-123.8)
Services (net) 13.2 14.1 11.0 9.6 9.0 10.5
Transfers (net) 22.0 24,2 25.0 24.6 22.6 21.6
Capital account 5.5 2.4 18.2 2.0 S.7 23.6
Public (net) 4.9 8.4 8.9 3.2 12.9 25.2
Private (net) .8 1.8 11.2 -5.5 ~3.2 -1.6 —
errors and omissions -2 -7.8 -1.9 4.0 - - \3
Change in arrears - - - 5.1 -.4 ~-4.6 o
Change in net official
reserves (increase - -1.8 2.3 .2 3.9 6.5 -5.0

Source: IMF

1/ preliminary estimate
Projection under the current stabilization program.



2, The balance of payments has been the inevitable victim
of the worsening financial picture in the public sector. Until
1983, the current account had been characterized by large trade
deficits offset in part by positive balances in the services
and transfers accounts. Net flows on the capital account have
usually been adequate to cover the current account deficits as
Belize had been receiving a steady flow of development
assistance and the commercial banks had no difficulty
increasing their liabilities vis-a-vis their home offices.

However, in 1982, this situation sudcenly changed. The
current account deficit more than doubled between 198l and
198%. Export revenues fell as world sugar prices fell and the
re-export trade with Mexico virtually disappeared with the
devaluation of the Mexican Peso. Imports, however, remained at
a high level due to strong domestic demand that was fueled by
continuing public sector deficits..

While current account deficits were increasing, the capital
account surpluses were falling. The surplus on capital account
fell to US$2.0 million in 1983 as foreign assistance flows
shrank with the completion of several development projects and
as commercial banks reduced their liabilities with their home
offices.,

The consequence of these two trends was a widening of the
overall balance of payments deficit. Net official foreign
reserves fell by US$7 million during the period of 1981-1983
excluding US$5.1 million in payments arrears in 1983.

Preliminary figures show that the situation will not
improve in 1984. The capital account will improve with access
to IMF resources under the recently approved standby
arrangement. But the current account is projected to worsen by
US$6 million and the government is obliged under the IMF
standby arrangement to begin clearing external arrears.

Current projections show net official reserves falling by an
additional US$6.5 million in 1984, leaving net international
reserves at negative US$2.8 million and gross reserves at US$l4
million, an amount equivalent to five weeks of imports.

B. Lonstraints to Lrowth and Development.

Beyond the current challenge of economic stabilization,
Belize faces long-term problems associated with economic growth
and development. One, the fiscal problem, is financial in
nature. Another, the policy matrix, refers to the adequacy of
the policy instruments that the government is employing to
influence the course of economic growth. Two others, the lack
of diversification and the paucity of infrastructure, refer to
structural deficiencies in the economy itself.



l. The fiscal problem in Belize is serious and threatens
to derail both economic stabilization and public sector
investment. There are two structural problems confronting
public sector finances: low savings and little control over the
eight public sector enterprises. The low efficiency of
collections and the lack of buoyancy of the tax system in the
face of rising recurrent costs are responsible for the
disappearance of savings. Without savings, there will be no
domestic resources to finance capital formation without
recourse to borrowing from the financial system and the
government will face the ever-present temptation to cut
development expenditures, a lamentable mea ''re in a country
with a low level of infrastructure development.

The nonfinancial public sector enterprises as a group have
been characterized as disorganized and mismanaged. Whereas the
central government has exercised restraint in its wage policy,
the state enterprises have allowed generous wage increases.
These enterprises have also engaged in borrowing without
central government control, complicating the debt mariagement of
the public sector. Altogether, the state companies in FY
1982/83 received $5.5 million in transfers from the central
government to cover current operating deficits and part of
their investment budgets a sizeable fiscal drain representing
15% of government revenue,

0f the eight, three constitute the greatest problem: the
Belize Electricity Board (BEB), the Banana Control Board (BCB)
and the Belize Marketing Board (BMB). The other five either
operate near the break-even point or generate a small surplus.
The electricity system is fragmented, inefficient and poorly
managed. The BCB is plagued by high costs and a volume of
production that does not make the operation profitable. The
BMB is engaged in the trading of a wide variety of basic grains
through which it sustains losses by subsidizing high prices to
farmers. Of these three, the BEB represents the largest burden
on central government revenues, accounting for nearly 70% of
the operating deficit of all the public sector enterprises.

2., Belize is probably the most open economy in Central
America and the policy matrix is, with the exceptions discussed
below, relatively free of irrational market interventions. The
exchange rate regime and interest rate regime have not produced
economically inefficient relative prices in the economy. But
there are features of the policy matrix that could have adverse
effects on resource allocation that will be the subject of the
ESF Policy reform agenda. These relate to the foreign trade
regime and domestic pricing policies.

a. The principal items in the policy matrix, the exchange
rate regime and the interest rate regime, are, not large
problems at this time. Although Belize's balance of payments



problems raise the issue of devaluation of the national
currency, we would argue that demand management through fiscal
adjustment and an attack on supply side constraints is, at
present, a preferred approach to external adjustment. OQOur
policy dialogue with the GUB will, however, emphasize that
exchange rate stability is closely linked with the containment
of domestic cost pressures. Accordingly, other approaches to
reducing the trade deficic will be emphasized. The fiscal
deficit must be reduced hoth to improve government finances as
well as to reduce domestic demand. A reduction in domestic
demand will contribute to external balance over the short run,
while over the medium term, attacks on supply cide constraints
through projects to deepen the domestic capital market and to
improve the productive infrastructure will help attract
investment that will diversify the export base.

1f the authorities are not successful with the adjustment
program, wages and prices may begin to erode profitability in
the export sector. Consequently, the policy dialogue between
the GUB and USAID will then focus on the fact that continued
export competitiveness is related to containing domestic cost
pressures and failing that, the authorities may need to
implement a flexible exchanye rate policy. A review of the
appropriateness of the exchange rate will be undertaken during
the development of the Export Development Project.

Domestic interest rats, the otner principal item in the
policy matrix, appears to be giving the proper price signals to
depositors and investors. A flexible interest rate policy was
introduced in 198U to keep deposit rates in line with interest
rates abroad. In early 1984, the deposit rate was reduced to
9%, positive in real terms, but giving the depositors somewhat
less vis-a-vis U.S. dollar denominated instruments. At the
present time, however, a shortage of liquidity in the banking
system has put upward pressure on deposit rates and depositors
are now receiving a positive real rate of interest that is
higher than rates abroad. On the loan side, rates are also
relatively high -- currently around l4% -- and free of
subsidized credit lines.

b. Other items in the policy matrix may introduce elements
of uncertainty in entrepreneural decision making. The first of
these is the support price system of the Belize Marketing
Board. High support prices tend to result in an oversupply of
agricultural commodities causing a resource drain on the
government and a lack of incentive for agricultural
diversification.

Another area of concern is quantitative trade restrictions
and duty exonerations. Import licenses have been used in
Belize to ban the imports of certain items and to control the
imports of others. Import bans were introduced in late 1982 to
protect local producticn of certain products, but no beneficial
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effects are evident from these restrictions. For other
products, exclusive import licenses yenerate economic rents to
the holders of the licenses, that should accrue to the
government through the tariff system. Import duty exonerations
given to approved investment projects have been abused in the
past and have denied revenue to the goverrnment. A minimum
nominal duty in place of the exonerations would provide
revenues to the government while not discouraging investment.

Lastly, domestic pricing policies have provided some
control over product prices. They work through maximum
wholesale and retail markups on imported goods and ceiling
prices on domestically produced goods based on costs of
production. There seems to be little enforcement of these
controls and, consequently, few market distorting effects of
the system

3. Lack of diversification in the productive sectors is
probably the biggest constraint facing long-term economic
growth in Belize. The primary sector (agriculture, forestry
and fishing) accounts for some 40% of all economic activity and
half of that is attributable to sugar. Other crops such as
citrus and livestock are increasing in relative importance, but
in general, trends in sugar prices -- and in the U.S. sugax
guota -- will have a powerful influence on overall economic
performance.

Manufacturing has a very small participation in GDP and
most of this is centered in activities with direct links to the
agricultural sector such as sugar processing. This is not a
surprising characteristic of the economy, giver its small
domestic market and limited opportunities for import
substitution. Future diversification and growth in the
manufacturing sector will, by necessity, be based on
diversification in agriculture (processing of fruits and
vegetables, for example) and will be oriented toward the
foreign market.

The very narrow range of productive activities is, in large
part, responsible for the unemployment problem in Belize. With
a small populatiun relative to the available natural resources,
especially in agriculture, it would be difficult to argue that
unemployment is a serious problem. VYet it exists and is very
visible; in 1980 the unemployed numbered some 6,800 or 14% of
the workforce, of which 5U% were in Belize City. Even though
employment opportunities exist in agriculture, and in the rural
areas generally, they meet neither the training nor the
expectations of the unemployed. In absolute terms, however,
the problem is not large and will likely disappear with
investment in manufacturing and services located near the urban
areas.
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4, Lastly, Belize suffers from a paucity of productive
infrastucture. There is a good national telephone system, but
in all other areas the infrastructure is seriously deficient.
Diesel generation supplies power to 60% of the population; but
the service is expensive and unreliable. The only railroad
fell into disuse over two decades ago. There is no natural
deep water harbor; only at Belize City is there a deep water
port facility accommodating ships up to a 17-foot draft. The
road system is poor, having only a limited network of secondary
and access roads.

The Government of Belize and the World Bank staff believe
that given Belize's low level of infrastructure develcpment,
public investment equivalent to about 12% of GUP is necessary
to achieve economic growth rates similar to those that
prevailed in the 1970s. Present levels of investment are much
lower. Consequently, not only must currently programmed
development expenditures be maintained, but the level of
investment should be increased.

C. The 1984-86 Stabilization Program

The Government or Belize took steps early in 1984 to frame
a coherent economic stabilization program. The first step was
to improve revenues of the central government. Accordingly,
new taxes were introduced in March and June of 1984. These
measures, which included increases in the excise tax on locally
produced beer, a new excise tax on soft drinks, and increases
in the gasoline and stamp taxes, are projected to yield the
equivalent of 3.5% of GDP on a full fiscal year basis. The
second step was to improve the revenue of the public sector
enterprises by increasing the rates for water and electricity.
Hastly, the gouvernment made an effort to improve the efficiency
of tax collections by increasing the penalty for non payment,
by centralizing collections in the Ministry of Finance and by
streamlining judicial procedures.

In September cf 1984, an IMF team visited Belize to
negotiate a standby arrangement that would support the GOB
stabilization program by allowing access to Fund resources in
an amount equivalent to SDR 7.125 million. The centerpiece of
the program is a turnaround in public sector savings from a
dissavings of 2% in FYl983/84 to a savings equivalent to 3.5%
of GDP in FY1985/86. This will permit a reduction in the
overall public sector deficit to some 5% of GUP in FY1985/86.
The reduction in the public sector deficit will lower excess
demand in the economy and permit an improvement in Belize's
external position. Net international reserves are targeted to
improve by $US5.0 million in 1985, and external arrears will be
eliminated by the end of the year. Uther targets include an
improvement in the maturity structure of public external debt
and the elimination of quantitative trade restrictions.
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In order to achieve these targets, the government has
adopted the foliowiny set of instruments:

(1) increased revenues through the newly enacteu taxes;
(2) improved revenue collections;
(3) control over central government current expenditures;

(4) improved operational efficiency of the public sector
enterprises including rational pricing policies.

(5) strengthening the Office of Management and Budget and
the introduction of a consolidated budget for the nonfinancial
public sector;

(6) the estabiishment of a high level commission to
approve all external debt transactions and of an office in the
Central Bank to monitor these transactions.

The IMF has introduced quantitative performance criteria in
order to monitor progress under the program. These are
ceilings on net domestic assets of the central bank, on nct
credit from the banking system to the nonfinancial public
sector, on outstanding public debt with a maturity of 12 years
or less and on outstandiny payments arrears. The pupose of the
first two is to monitoyr the flow of domestic credit to the
public sector and the purpose of the latter two is to monitor
developments with respect to net international reserves.

The yovernment's stabilization program can be characterized
as ambitious. It is unlikely that the savings target can be met
without additional taxes--beyond those already enacted--and
without vastly improved tax collections, including past due
obligations. This should not be interpreted as meaning that
the savings target is inappropriate; a savings rate of 3.5% of
GDP is essential and should be achieved as soon as possible.
Beyond the program period, this ratio should be increased
further, to perhaps 5%.

The assumptions underlying the program may be optimistic.
Real rates of GDP growth of 2% in 1984 and 3% in 1985 are
forecast. The rate of inflation, measured by the CPI, is
predicted to be 3% in 1984 and 4% in 1985. A 3% real rate of
growth in 1985, given the slowdown in the rate of growth in the
US and given the recent sluggish performance in world commodity
prices, may not be attainable. If not, the Fund will find it
necessary to reconsider the targets and quantitative
performance cciteria of the financial program.

The IMF performance criteria do not dlrectly enforce the
adoption of certain measures that the U.S. Government deems
necessary for the overall improvement of public sector



finances. The first of these is the abolition of quantitative
trade restrictions. The second is the financial restructuring
of the BEB which is essential if the operational efficiency of
the enterprise is to be impruved. WUSAIUL's proposed ESF
conditiorality and policy dialogue constitute an important
complement to the Fund's program to help assure sustained
improvement in important areas cf public sector finances.

II1. THE 1985/86 ESF PRUGKAM

A. Conditionality Strategy

This ESF program follows a previous US$4.6 million ESF loan
that was disbursed early in 1983. The economic problems facing
the GUB at that time proved to be more serious than envisaged.
The government was not able to frame a stabilization program

until the following year; consequently, the conditionality
under the loan -- mainiy that pertalning to public sector
savings -- was not met.

The purpose of the 1985/86 ESF program is to support the
GOB stabilization program put into effect late in 1984. Dollar
cash transfers will provide additional external resources to
the monetary authorities of Belize at a time when they will be
facing severe balance of payments difficulties. The local
currency equivalent of the dollar transfers will be usec to
provide budget support at a time when the GOB will be effecting
a comprehensive structural reform of public sector finances.
The budget support will enable the GOB to meet obligations in
the public sector capital account until such time as public
sector savings are adequate to finance capital formation.

Conditionality under the ESF loan will focus on those
problems in the eccnomy that relate to the thrust of the
program: improving public sector finances. Accordingly, the
GOB will be reguired to take all possible measures to achieve
the savinys target set down under the stabilization program and
to effect reforms in the two parastatatls causing the heaviest
fiscal drain among all the public sector enterprises: the BEB
and the BMB. Furthermore, these economies would not come at
the expense of public sector investmen:t which is actually
programmed to increase over the program period. The GUB will
also be required to review domestic pricing policies and the
foreign trade regime, items of the pclicy matrix which do not
directly affect public sector finances, but which could, in the
future, prove to be impediments to efficient resource
allocation,
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B. Belize Electricity Hoard (BEB)

The BEB is a government-controlled statutory bocdy beset
with serious financial and management problems. As a result,
electricity is unreliable and expensive; Belize has no
long-term energy plan to provide for an orderly expansion of
electrical generating capacity; and the BEB is in such
financial disarray that international lenders such as the World
Bank are reluctant to provide financial assistance to the
energy sector in Belize. Four of the country's nine public
enterprises required some budget support from the Central
Government in FY83/84. Of these four, the BEB absorbed the
majority of the subsidy payments, B$8.5 million, representing
slightly more than 70% of the four enterprises' total operating
deficits, or more than 10% of Central Government revenues.

If Belize is to take best advantage of the various
initiatives and programs being directed at Central America and
the Caribbean, and specifically, if it is to attract foreign
investors, the BEB must be better managed and able to make
cost-effective decisions. Electricity may always be relatively
expensive in Belize. But, it is important that the price
reflect an efficient operation so that it can be as low as
possible in vrder to stimulate economic development, while
still leaving the BEB with a sufficient surplus to allow for
future growth.

To partially offset the operatinyg deficit, the BEB recently
raised the tariff by 16%, bringing the cost of electricity to
US$0.22/kwh, easily cne of the highest rates in the region.
However, World Bank estimates indicate that, even combining
this high rate with several cost reductions will not produce
enough of a surplus for the BEB to retire its large outstanding
debt both to the GOB and to commercial firms. On March 31,
1984, the GOB owed the BEB approximately US$ 2 million for back
electricity bills, while the BEB owed the GUB about US$ 8.3
million for various advances over the years to cover operating
costs and service debt. There were also approximately US$ 2
million in short-term trade credits due PEMEX and CFE, a
Mexican utility. Finally, there are US$% 12.8 million in
long-term commercial debt comprising fuel loans, a CDB loan, a
supplier's loan, and an overdraft account with Baclays.

Under this ESF program, the way will be cleared for a World
Bank energy sector loan that will be initiated in 1986. The
BEE debt will be restructured by conversion of all, or some
portion of, net BEB liabilities to the GUB into equity, by the
temporary assumption of all BEB commercial debts by the GOB
until such time that the BEB can take full responsibility for
its debts, and by the GUB meeting its accummulated past due
electricity bills. Additionally, the BEB will contract
advisory services in financial management.
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C. The Belize Marketing Boara (BMB)

1. The UBelize Marketing Board (BMB) is a statutory body
that operates rice mills, .uys and sells local products (such
as rice, corn and red kidney beans) and imports milk.

2. While the BMB recently improved management sufficiently
to reduce operating deficits, historically it has failed to
meet the objectives of its charter. The BMB was established to
provide an assured market for farmers' produce at fair prices.
It was primarily intended to work at the margins, purchasing
from farmers as a buyer of last resort and selling to consumers
when prices began to rise beyond a pre-determined "reasonable"
level.

%3, Through the years, the board has been reshaped and its
terms of reference has been stretched beyond their limits,
often for political expediency. The result has been to disrupt
rather than stabilize the market. Prices of commodities have
often been set at unrealistically high levels causing over
production which destroys the commercial market, leaving BMB
warehouse facilities overflowing with spoiling commodities, and
is a severe drain on the GOB's meager treasury. The following
year farmers are hesitant to plant and a shortage of basic foad
commodities ensures.

4. During the past year, management of the BMB has
improved and coupled with an acute shortage of funds,
politicians have been unable to mount patronage schemes.
Accordingly, the symptoms of a less than adequately conceived
marketing board have not been apparent, Nonetheless, unless
steps are taken to devise a mechanism for providing realistic
production incentives, a modern storage capacity capable of
storing a minimum of six month's normal consumption of basic
commodities (rice, corn and beans), and a scheme for releasing
these commodities to consumers at fair prices during periods of
shortages, basic food security is not likely to be achieved.

5. The GOB is cognizant of the need to provide national
food security, rationalize BMB functions, insulate BMB from
political pressures and minimize the current drain on the
national treasury. Hence, there is a need to restructure the
BMB functions into an entity offering a market clearing
mechanism for agricultural products.

6. While the details on the appropriate structuring of
this facility remain to be developed by a team of qualified
professionals, the GOB has agreed in principle not only to this
restructuring but also to exploring ways to divest itself of
this parastatal. The latter step will be fully explained
during the course of the proposed study, although the small
Belizean market may oreclude a total divestiture to the private
sector.
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7. In the event the new entity does not have government
sponsorship, the proposed board of directors would include
producers, consumers and traders. 1lts initial funding could
come either from a GOB loan or donor support and include
capital costs for new modern storage facllities, an operating
budget and a revolving fund for the purchase of farm
commodities. Facilities could be limited to appropriately
located storage, office and support facilities. All other
facilities such as the rice mill at Big Falls, now owned by the
BMB, would be offered for sale to the private sector.

8. The board of directors would appoint a general manager
who would operate the corporation and hire the balance of the
staff. The general manager would be charged with implementing
policy and operating procedures developed by the board of
directors. The board of directors, supported by the Ministry
of Natural Resources Policy Analysis Section, would establish
the spectrum of cormodities to be purchased by the corporation,
establish the prices to be offered to producers for this group
of commoditics as well as a triggering mechanism for the sale
of the stored commodities as prlces reisce beyond the
predetermined level.

9. This concept will be worked through step-by-step by a
team of qualified professionals over an adequate period of
time. Once a concensus is reached on all aspects of the
proposed corporation requisite, legislation will have to be
enacted and funds to support the capital and operating budgets
will need to be identified.

IV. PROJECT ASSISTANCE

Of the total $14 million ESF program, an amount of $1.0
million in grant funds has been allocated to finance a related
program of technical assistance (see budget on following
page). This TA program will focus on funding activities which
directly support the conditionality strategy described above
and the Mission's on-going policy dialogue with the GOB, and
will 1include three separate components.

A. Technical Assistance to the BEB

The major component of the TA program is the provision of
managerial and financial advisory services to the BEB to
accompany the planned World Bank loan. These services will be
essential to gulde BEB in the restructuring of its debt and in
formulating and implementing internal reforms needed to improve
the management of BEB's finances and operations, both of which
are conditions under the ESF program. It is expected that two
advisors will be required, for up to two-and-a-half years
each. Draft scopes ol work for these advisors are included in
Annex B. The advisors would be hired under personal services
contracts, and should begin work by June 1, 1985. The
estimated cost of this component is $750,000.
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B. Study of Belize Trade and Exchange

A sccond component of the TA program will be a two-part
study, addressing (a) domestic price controls and (b) trade
policies and practices. This study will identify existing
policies and regulations in these areas, assess the impact of
these, and make recommendations as to whether they should be
retained, modified, or eliminated. In the trade area, special
attention will be given to examining the extent of tariff
exonerations, and the feasibility of eliminating them, subject
to domestic legislation on investment incentives and
obligations to its trading neighbors undertaken in the context
of CARICOM. A draft scope of work for this component is also
attached at Annex B. It is expected that this study will be
carried out by individual consultants under persounal services
contracts, and will L:gin no later than July 1, 1985. This
component is expected to cost an estimated $25,500.

C. Study of the Belize Marketing Board

The third TA component 1ls a comprehensive review of the
operations and policies of the BMB, undertaken with a view to
reducing or eliminating the public sector role in commodity
price stabilization and establishing a rational market clearing
mechanism for agricultural products in Belize. The study will
analyze institutional and policy options for accomplishing
these goals, make recommendations among these options, and
provide an action plan for implementing these recommendations.
The study is expected to take up to six months, and will assist
the GOB in fulfilling one of the conditions established for
disbursements under this program. A scope of work for this
study is being developed by staff of USAID/Belize and LAC/DR,
with assistance from S & T. It is likely that the study would
be carried out by Kansas State University, under a cooperative
agreement with S & T in grain marketing, and would begin by
July 1, 1985. The estimated cost of carrying out this study is

$150,000.

In addition to these three components, the TA program
includes funding for consultants to assist the Mission and the
GOB in monitoring the public sector savings performance,
required to fulfill one of the key conditions of disbursement
under this program. It is expected that this monitoring task
will require from two to three consultants for a period of up
to six weeks, to develop appropriate performance criteria and
the needed data base, and to review actual performance. The
consultants will make two trips to Belize, one in June to
develop the methodology and conduct a preiiminary review of
performance, and a second in October 1985 to conduct a formal
assessment in fulfillment of the December 1985 condition. These
individuals will also be recruited under personal services

contracts.
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To assist the Mission and the GOB in implementing this
program, scopes of work have been or are being prepared in
AID/W, and will be made available to the tission to review with
the GOB. In addition, AID/W will provide the Hission with a
list of qualified candidates for each position, from which the
Mission, in collaboration with the GOB, will select its
preferred candidate. The Mission will be responsible for all
contracting actions. Disbursements under the TA program will
follow direct payment procedures.

D. Budget for Technical Assistance Program

1. Consultants (3) for monitoring public sector savings
3 X 35 days @ $400/day* $ 42,000
3 X 2 roundtrip tickets 2,500
2. Trade and Price Studies
(a) review of domestic prices and price controls
(b) review of trade policy and practices
2 advisors X 30 days @ $400/day* 24,000
2 X 1 roundtrip ticket 1,500
3. Program for Restructuring BB
Study (6 months) 150,000
4. Advisors to BEB
2 advisors @ $150,000/yr. X 2.5 years 750,000

5. Miscellaneous
30,000

G*AND TOTAL
$1,000,000

*$400/day consultant cost estimate includes fees and overhead.
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E. Programming of Local Currency

As is the standard practice in cash transfer programs, the
Central Bank of Belize (CBB) will establish a special account
that will remain under the control of USAID/Belize. As
guarterly U.S. dollar disbursements under the $13 million cash
transfer are made to the account of the CBB, the special
account will be credited with the local currency equivalent.
As such, the special account will not enter the liabilities nor
assets of the CBB and consequently, will not affect the
ceilings under the recently approved IMF standby arrangement.
Disbursements in local currency from the special account will
be approved by the USAID Representative in Belize for
expenditures associated with the development budget.

The objective of the local currency programming under the
ESF program will be to guarantee continued capital spending in
the face of any unanticipated shortfall in public sector
savings. This conditional use of the funds will allow USAID to
insure that a reasonable balance is struck between current
consumption and investment demands so that future growth is not
jeopardized by present consumption. Priority will bz given to
funding GOB counterpart obligations associated with development
projects of international donors (including USAID) and local
capital expenditures for domestic projects. These items make
up the Capital 1lI budget of the GUB. At the discretion of the
AID Representative, and as he may agree with the appropriate
GOB authorities, any remaining balances at each guarter will be
available to fund other items in the GOB budget.

In addition, an amount of from $600,000 to $750,000 of the
local currency counterpart under the balance of payments
program will be used to defray the local currency operating
costs of the USAIU mission in Belize. Since these costs have
been estimated at $225,U00 per year, this allocation should
cover the Mission's local currency operating expenses for the
remainder of FY85, and throughout FY86 and FY87.

F. Implementation Arrangements

1. Monitoring of U.S. Imports - In order to monitor
compliance with the covenant requiring an equivalent amount of
imports of gouds and services from the US within twelve months
of each disbursement, the Mission will request documentation
from the Central Bank listing eligible imports which were
purchased during each guarter. In addition, the Mission will
carry out ex post spot checks with importers to verify that
reported imports were in fact purchased.

2. Payment Verification - The method of payment for the
non-project assistance authorized under this PAAD is dollar
payment through electronic fund transfer (EFT), which is a
preferred method of financing under the Administrator's payment
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verification policy statement. The cash transfer will be
conditioned on the provision of an equivalent amount of local
currency counterpart funds by the GOB which will be jointly
programmed and monitored by AID and the GUB as outlined above.
The method of payment for the grant-funded TA program will be
direct payment under direct AID contracts.

3. Contracting for Technical Assistance Program - All
contracting for the TA program will be carried out by the
Mission, which will, for each separate component, execute a
direct AID contract. The GOB will, however, review and approve
the proposed scopes of work and participate in contractor
selection. Contractor supervision will be the responsibility
of the Mission.






FAA Sac. 620(e) (). Tf as~
sistance 1s to a government,
has it (including government
agenzies or subdivisions)
taken any action which has the
effect of nationalizing, ex-
preroiatim, or otherwise
selzing ownership or control
of property of U.5. citizens
or entities beneficially owned
by them without taking steps
to discharge its obligations
toward such citizens or enti-
ties?

FhA Sec. 532(c), 620(a),
620(f), 620D; FY 1982 Appro-
priation Act Secs. 517 and
513. Is reciplent couatry a
communist country? Will as-
sistance be provided to Ango-
la, Cambxdia, Cuba, laos,
Vietnam, Syria, Libya, Irag,
or South Yemen? Will assist-
ance be provided to Afghanis-
tan or Mozambicue without a
walver?

TSLCA of 1981 Secs. 724, 727
and 730. For specific
restrictions on assistance to
Nicaragua, see Sec. 724 of the

ISICA of 198l. For specific
restrictions on assistance to

El Salvador, see Secs. 727 and
730 of the ISDCA of 1981.

FPAA Sec. 620(71) . Haus the
country permitted, or failed
to take adegquate mrasures to
prevent, the damage or de-~
struction by mob action of

U.S. property?

FAA Sec. 620(1). Has the
country failed to enter inco
ai: agrecment widh OPIC?

N/A
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1z.

14,

Frh S2c. €20(F), Has the

coantry gevarcd dinlomatic
relations with the Uniced
States? If so, hove they been
resumed and have new bilateral
assistance agreocmw:nts been
negotiated and entercd into
sinue uch reswrnbtion?

FAA Soz, 620(u). What is the
ayment scacus of the coun-
cry's U,N. obligations? IE
the country is in arrears,
were such arrearages taken
into account by the AID
Iiministrator in determinirg
the current AID Operational
Year Budart? (Peference may
pbe made to the 7Taking into
Consideration memo.)

FAA Sec. 620A; FY 1982 MAppro-
rriation Act Sec 520. Has the
countly aidea or abetted, by
grantingy sanctuary from prose-
cution to, any individual or
group wh' :h has comnitted an
act of international terror-
ism? Has the ccuntry aided oc
amatted, by granting sanctuary
from pro- ecution to, any indi-
vidual or group which has com-
mitted a war crime?

FI\ Sec, 666, Does the coun-
try object, on the basis of
race, relijion, national ori-
gin or sex, to the presence of
an; officer or employee of the
U.S. who is present in such
country Lo carry out economic
development programs under the
FAN?

Fn 2. 669, 670. Has the
country, fter dugust 3, 1977,
¢ 21 vered our received nuclear
enrichment or reprocessing
wquin  ot, materials, or tech-
nology, #i. wat specified

arramgeaen: 3 or safequards?
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Nas it bronsferred a nuclear
explosive divice to a non-
nuclear wzapon state, or if
such a state, ¢ither received
or detonated a nuclear explo-
sive device, after August 3,
1977? (TAA Sec. 620F permits a
special walver of Sec. 669 for
Pakistan, )

16, 1S0CA of 1981 e, 720. Was
the country represcnted at the
Mecting of Ministers of Foreign
Affairs and Hezds of bDelega-
tions of the Non-Aligned
Countries to the 3éth General
Session of the U,N. of Sept.

25 and 28, 1921, and failed to
disassoclate itselt from the
conrunique izsued? If so, has
the President taken it into
account? (Reference may be
made to the Taking into Con-
cideration mema.)

17. ISDCA of 1961 Sec. 721. See
special requirements for
assistance to Haiti.

18. FY 1984 Continuing
Resoluticn. Has the recipient
country been determined by the
President to have engeged in a
consistent pattern of
opposition to the foreign
policy cf the United States?

FUNDING SCURCE CRITERIA FOR
SOGNIE Y EITGIRILITY

1. Development Assistance Country
Criteria

. FAA Sec. 116. Has tne De-
parutent of Srace determined
that this government has en-
gaged in a consistcnt pattern
of gross violations of inter-
nationally rccognized human
rights? If so, can it be de-
monstrated that contcmplated
assistance will directly bene-
fit the needy?

N/A

N/A
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Frenamic Cunport iund Country
Criteria

a. FAA Sec. 502, Has it
een determined that the
country has ergaged in a
onsisternt pattern of gross
viclations of inuernationally
recognized human rights?  If
so, can the country made such
sionificant improvements in
its huwwn richts record that
furnishing such essistance is
in the national intereoct?

b. 15DCA of 1981, fec.

725(b). If ESF 5 to be
Furnished to Arac:.tina, has
the Presidont coruified that
(1) the Govt. of Argertina has
made significant progress in
human ricnts; and (2) that the
provision of such assistance
is in the national interests
of the U.5.?

c. ISBCA of 1931, Sza.
726(b). It ESF assistance is
to be furnished to Chile, has
the President certified that
(1) the Govt. of Chile has

made significant progress in _

human rights; (b) it is in the
national interest of the U.S.;
and (3) the Govt. of Chile is
not aiding international ter-
rorism and has taken steps to
bring to justice those in-
dicted in connection with the
murder of Orlarxlo Ietelier?

N/A

N/A



PROJECT CHECKLIST

A. GTNERAL CRITERIA FOR PROJECT

1.

FY 1982 Apvropriation Act Sec.

523; FAA Sec. 634A; Sec.
653(b).

(a) Describ= how authorizing
and appropriations commnittees
of Senate and House have been
or will be notified concerning
the project; (b) is assistance
within (Operational Year
Budget) country or interna-
tional organization allocation
reported to Congress (or not
more than $1 millicn over that
amount) ?

FAA Sec. 6ll(a) (). Prior to
obligation in excess of
$100,000, will there be (a)
engineering, financial or
other plans necessary to carry
out the assistiance and (b) a
reasonably firm estimate of
the cost to the U.S. of the
assistance?

FRA Sec. 611(a) (2). If fur-

ther legislative action is res

quired within recipient coun-
try, what is basis for reason-
able expectation that such ac-
tion will be completed in time
to pemmit oréderly accomplish-
ment f purpose of the assist-
ance?

FAA Sec. 611(b); FY 1982
Appropriation Act Sec. 501.

If for water or water related
land resource construction,
has project rmet the standards
and criteria as set forth in
the Princi 'les and Standards
for Planning Water and Related
Land esources, dated October
25, 1¢75?

CONGRESSIONAL PRESENTATIONS

N/A

N/A

N/A
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FrA Sec. 611(e), Iff project
s capital assistance (e.d.,
construction), and all U.S.
assistance for it will exceed
$1 millicn, has Mission Direc-
tor certified and Pegional As-
sictant Maanistrotor taken
into consideratinn the coun-
try's crpability effectively
to maintain ard utilize the
project?

FaA Sec. 209. Is prcject sus-

¢ rible to exccution as part

oL regional cr multitateral
project? If =0, why is pro-
ject not so executea? Infor-
mation and conclusion wuether
assistance will encourage re-
gional development programs.

Thh Sec. 60l(a). Information

and conclusions whether pro-
ject will enccurage efforts of
the country to: {(a) inrrecase
the flow of international
trade; (b)) fcster private ini-
tiative and compatition; and
(c) encourage develcorent and
ise of cooperatives, and
credit unions, and ravings and
loan associations; (d) dis-
courage monopolistic prac-
tices; (e) 1 srove techinical
efficiency oL industry, agri-
culture and conmerce; and (f)
strengthen free labor unions.

N/A

N/A

A) YES
B) YES
C) NO
D) YES
E) YES
F) NO



10.

12,

FAN Sec. 601(D) . Infommation
and conclugions or how project
will enccurage U.S. private
trade and investment abroad
and cncourage private U.S.
participation in foreign as-
sistance programs (including
use of private tvade channels
and the services of U.S. pri-
vate cnterprise).

FaL Sen. 612(0), 6306(h); FY

507, Describi steps taken to
extent possible, the country
is contributing local curren-
cies to meet the cost of con-
tractual and other services,
end foreign currencies owned
bv the U.S. are utilized in
lieu of dollars.

FAA Sec, 6l2(d). Ioes the
U.S. ovn excess foreign
currency of the couatry and,
if so, what arrangensnts have
been made for its release?

AR Sen. 60L(e) . wWill the
ptcject utilize competitive
selection procedures fer the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

FY 1982 Approvriation hcot.
Sec. 521, If assistance is
fer the production of any com-
modity for expert, is the com-
modity likely to be in surplus
con world markets at the time
the resulting productive ca-
pacity becomes operative, and
is such assistance likely to
cause substantial injury to
U.S, producers «f the sare,
similar or competing commodity?

BORROWER SHALYL IMPORT OR CAUSE TO BE
IMPORTED INTO BELIZE RAW MATERIALS,
INTERMEDIATE GOODS, SPARE PARTS,
AGRICULTURE INPUTS AND CAPITAL GOODS
FROM THE UNITED STATES FOR THE PRIVATE
SECTOR IN AN AMOUNT AT LEAST EQUIVALENT
TO THE LOAN DISBURSEMENT.

N/A

NO

N/A

NO



L3, A 118(c) and (d). iwes the

project comply with the en-
vironmental precedures set
forth in AL Rosulation 162
Poes the proiuect oo program
take into concideration the
pradlem of the distruction of
tropical forests?

Fah 121(d). If a Sahel proj-
ect, nes a Geterminction been
wace that the host gove fuent
has an adequate systcm for ac-
c unting Lor and controllirg
receipt and expenditure of
project fuyis (dollars or
local currency gencrated
therefren ?

N/A

N/A
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FUNDIMG CRUOCRTA FOR PROJECT

L.

Developront Pssistance Project

Criteria

#. FMA Seg. 162(b), 111, 113,
28).(a) . =xtent to wnich acti-
VIt will (a) efrectively in-
volve the poor in developmerit,
b extending access to econony
at local level, increasing
lakor-intensive production and
the use of eppropriate tech-
nology, cpreading invesunrent
out from cities to small towns
and rural areas, and insuring
wide participation of the pcor
in the benefits nf development
on i. sustained basis, using
the appropriate U.S. institu-
tions; (o) help develop coope-
ratives, esnecially by tech-
nical assistance, to assist
rural and urban poor to help
themselves toward better life,
and ctherwise encourage demo-
cratic private and local go-
vernmental institutions: (c)
support the self-help efforts
of develuping countries; (d)
promote the participation of
women in the national
ecor.onies of developing -
countries and the imgrovement
of women's status; and (e)
utilize and encourage 1 .gional
cox eration by devel' ning
Cuuli:ries?

N/A



b, FAA Sees. 103, 1034, 304,
105, 1C6. Does the project
fit the criterie tor the type
of funds (functicnal account)
being used?

c. FAA Sec, 107. Is emphasis
on use of appropriate technol-
oay (relatively smaller, cost-
saving, labor-using technolo-
giec that are gunerally most
apprepriate for the small
fams, smell businesses, and
small incomes of the poor)?

d. FAA Sec. 110(a). Will the
recipiont country provide at
least 25% of the cost of the
progzam, project, or activity
with respect to which the as-
sistance is to be furnished
(or is the latter cost-sharing
requirement being waived for a
"re: :tively least developed"
country)?

c. FPA Sec. 110(b). Will grant
capital assistance be disbur-
ced for project over more than
3 years? If so, has justifi-
cation satisfactory to Con-
gress been made, ~nd vfforts
for other Einancirg, or is the
recip ant country “relatively
least developed"? (M.O.
1232.1 defined a capital proj-
cct as the construction, cx-
pansion, equiroing or altera-
tion of = phy.ical facility or
; zilitios financed by AID
aoll. : as iz .ance of not less
than $100,000, in~luding re-
lated advisory, m nagerial and
irain 1y -~ vices, and not un-
dertaken as parl of a project
¢ " a predominant? s technical
assistance characuor.

N/A

N/A

N/A

N/A



f. FAA oz, 122(B). Dees the
cetivity give reasonable prom-
ise of contributing to the
developrent of eooncmic re-
sources, or to the increase of
prediactive capacities and self-
rustaining cconomic growth?

Q. TAA Yec. 281(b). Describpe
ertent o Chich Brogram recog-
nizes tie particular needs,
ceszires, and capacities of the
pecdle of the country; uti-
lizas the country's intelec-
tual resources to encourage
irctitutional development; and
Surports civil education and
trainirg in skills required
for effective parcicipation in
governrental procecces essen-
tial to self-governnont.

Development Assistance Project
Criteria (lLoans Onily)

a. FAA Sec, 120(b). Informa-
tion and coumivnion on capaci-
ty of the country to repay the
lcan, at a recosonable rate of
interest.,

b. FMA Gec. 67000, It as-
sistance is foc any productive
enterprise wiiich will conpete
with U.5. entorprises, ig
tnere an cgreerent by the re-
cipient country to prevent ex-
pert to the 11,8, of more than
20% of the enterprise's annual
production cduring the life of
the loan?

¢. ISICA of 131, Sec. 724(c)
and (d). IL for Nicaragua,
does the loan agreement re-
guire tiat the funds be used
to the mixirnm cxtent possible
for the pr.vate soctor? Does
the project provide for moni-
toring under FAA Sec. 624(g9)?

N/A

N/A

N/A

N/A

N/A


http:increa.se

Feonemic Suppry U uned

Project Criteria

a. FPA Sez. 531(2). Will this
assistance proisote economic or
political stabilitv? To the
exten. poisitle, does it re-
flect the polizy directions of
ralh Section 10272

b. FAL Sec., 521ic). Will as-
sistance under this chapter be
usel for militery, or para-
military activicies?

c. FAA Sec. 534. Will ESF
funds be used to finance the
construction of the operation
or maintenance or, or tae sup-
plying of fuel for, a niclear
facility? IE so, his the
President certified that such
use of funds is indispensable
to nonproliferation objec-
tives?

d. FARA Sco. 609, 1£ comnodi-
ties are to be granted so that
sale proceeds will accrue to
the recipient country, have
Spacial Account (counterpart)
arrangements been made?

ECONCMIC STABILITY

N/A



Annex B
DRAFT

Terms of Reference

Study of Belize Trade and Exchange Regime

Background

Belize nas experienced serious deficits in the over-all
hbalance of payments in each of the past four years, culminating
in a record loss of some $6.5 million in net international
reserves during 1984, Moreover, by end-1984, external debt
arrearages were of the order of $5 million.

The value of exports began increasing in 1983, after
falling 27% during the two year period, 1981-1982, Estimated
at $70 million, 1984 export proceeds were just 85% of 1980
levels. Imports did not adjust to the decline in the value of
exports. Consequently, the trade deficit has been relatively
large, averaging 70% of the value of exports over the four year
period, 1981-1934,

Despite large trade deficits, the unofficial premium over
the nfficial 3Z $2.00 = US $1.00 exchange rate is only in the
10-15% range, and domestic inflatiorn has been low (consumer
prices rose just 1.5% in 1983, for example). The larqe trade
deficits and low inflation imply significant over-valuation of
the 2xchanqge rate. Hnwever, it has nnt heen clearly
established that the appreciatlon of the Belize dollar in
recent years has adversely affected traditional exports or the
ahility to diversify and increase exports of non-traditional
products.

Althnough there are no trade restrictions for balance of
payments reasons as such, the Belize trade and exchange regime
is characterized by numerous "develnpment" incentives, import
licensing, import bans, seemingly discretionary import tariffs,
and product price contrnls, that if fully implemented, may
distort efficient resource allocation, and discourage new
private investment in many productive activities.

Objgctivg

The purpose of the study is to analyze the trade and
exchange regime of Belize in terms of present and potential
market distortions on efficient resource a.location and
economic growth caused hy existing impcrt restrictions and
product price controls. The study will emphasize the effects
of the trade and exchange regime on agricultural
diversification and ~xport develnpment needs.

N
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Scope of Work

1. Detail tariff and non-tariff trade restrictions, with
a view to estimating levels of effective protection, and the
degree of discrimination against agricultural diversification
and exports.

2. Detail and analyze the system of product price
controls.,

Distinguish between how price controls are implemented
for imported products and for locally produced products. Does
the system discriminate against locally produced products?

Discuss the over-all administration and enforcement of
price controls, including the administrative capacity to
monitor and enforce controls in ways that are not arbitrary.
Does the system of product price controls reinforce the effects
on efficient resource allocation of import prohibhitions, import
licenses, tariffs and tax exemptions? If so, detail.

Discuss the effect on future agricultural and industrial
development and economic growth of the removal of product price
controls on (1) imports and (2) lécally produced goods.

Discuss how product nrice controls affect agriculture and
export industries.

3. Conduct a preliminary appraisal of the
appropriateness of the fixed official exchange rate on Belize's
international competitiveness, with a view to identifying
distortions in the relative prices of traded goods caused by
wrong exchange rates (for example, compare the price of
selected locally produced goods to the value of imported
equivalents, and indicate how much of the difference may be due
to wrong axchange rates, and how much to trade restrictions).
Should excharge rates appear to be a major factor affecting
export competitivensss suggest a scope of work for future
study.

4. Based on the findings in (1), (2), and (3), ahove,
discuss with USAID/Belize and the ROCAP economic staff the
exchange rate and structural adjustment measures that would
result in improved operation of the trade and exchange regime,
by better allocation of scarce resources, and stimulation of
new investment [especially in the agriculture and export
sectors].

Discuss with USAID/Belize and the ROCAP economic staff,
an appropriate set of conditionality strategy for leveraging



desired reforms, and recommend a cnurse of action for
implementation under proposed development projects in
agriculture and export development.

5. Reports: Prior to departure from Belize, the
consultant will submit to the A.I.D. Representative a report on
the findings and recommendations encompassed in 1 - 4 above.

Assistance Reguirements

The services of a senior economist for a period of not
less than eight weeks is required. Background should include
3-5 years experience in the evaluation of foreign trade regimes
in LDCs, and 1-2 years experience in the English~speaking
Caribbean. A solid understanding of open economy
macro-economics is essential.



Duration:

Date Required:
Duty Station:
Language:

Qualifications:

Duties:

ANNEX B2

DRAFT SCOPE OF WORK

Management Advisor

(a)

(b)

(c)

(d)

24 months, with possibility of
extension

July 1, 1985
3elize City, Belize CA
English

A university degree with
specialization in engineering or
membership in an internationally
recognized professional
engineering institution., At least
five years senior management
experience with exposure to
administrative, engineering and
financial aspects of managing a
power utility.

The management advisor will be
responsible for advising and
assisting the General Manager in
carrying out his responsihbilities
for the manaqgement and direction
of the affairs of the Belize
Electricity Board. His duties
will specifically include advising
and assisting In:

the preparation and presentation
of documents for Government and
Board approval;

uevising policies and making plans
for their execution;

the develnpment and maintenance of
an effective organization and the
recruitment, selection and
compensation of key personnel;

the overall monitoring of the
progress of large capital nrojects
and in resolving problems in their
implementation;

Y 1(;\)



(e)

(f)

(gq)

(h)

(i)

(j)

the preparation and evaluation of
capital spending proposals for the
development of power facilities;

the establishment of annual
budgeted revenues and expenses,
the establishment of targets and
standards for operation and
maintenance, and the monitoring of
performance;

ensuring adequate tralning
programs are rdevised and carried
out and recommending changes,
where appropriate;

undectaking taciff reviews and
recommending changes, where
appropriate;

the identification of important
managemant problems and deciding
approgriate solutions; and

ensuring that adequate reporting
procedures are employed by the
Board to inform management of key
happenings and assist in future
planning.



Duration:

Date Required:
Duty Station:
Language:

Rualificatinns:

Duties:

ANNEX B 3

DRAFT SCOPE DF WORK

Financial Advisor

24 months, with possibility of
extension

July 1, 1985
Belize City, Belize CA
English

Membership of an internatinnally
recognized professional accounting
institution or a university
degree, specializing in
accounting, and a minimum of five
years "experience in commercial
accounting of which a substantial
part shnuld be at a seninr level
working in a power utility.

The Financial advisor will be
respnonsible for:

l. Advising and assisting the Financial Controller of the
Belize Electricity Board (BEB) in carvying out his duties and
in identifying and implementing improvements on the operation
of the accounting system as well as improving the system of

financial planning,

advising and assisting in:

(a)

(b)

(c)

His duties will specifically include

The preparatinon of financial
forecasts and budgets;

Analyzing significant deviatinns
between actual and planning
performance and advising on
remedial actions;

The maintenance of effective
procedures for recording and
reporting on capital expenditures;

Yy



(d)

(e)

(f)

(g)

Preparing or supervising the
preparation of financial
statements and projections
(balance sheets, income
statements, source and application
of funds statements) and other
periodic financial reports;

Supervision and maintenance of tne
accounting records;

Estimating required tariff
increases to meet BEB's cash
needs and the requirements of
agreements entered into with
lendinq agencies. Preparing
documents supporting requests for
tariff increases; and

Other financial and administrative
matters as required by the BESB,

2. Arranging or providing on-the-job training, and such other
training as is considered necsssary, for the development of the
professional capability of the Financial Controller and other
accounting staff with the objective of developing a self
sufficient local capability in accounting and financial

administrative.

U



