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GUARANTY AUTHORIZATION 

PROJECT NO. 538-HG-003 

PROVIDED FROM: Housing Guaranty A u t h o r i t y  

FOR The Government o f  B e l i z e  

Pursuant t o  t he  a u t h o r i t y  ves ted  i n  t h e  Ass i s tan t  Admin i s t ra to r ,  Bureau f o r  
L a t i n  America and t h e  Caribbean, by t h e  Foreign Ass is tance A c t  o f  1961, as 
amended (FAA), and t h e  de lega t i ons  of  a u t h o r i t y  i s s u e d  thereunder, 1 hereby 
a u t h o r i z e  the  issuance o f  oua ran t i es  pursuant  t o  Sec t i on  222 o f  t h e  FAA o f  n o t  
t o  exceed T io  M i l l i o n  D o l l a r s  ($2,000,000 U.S.) i n  f a c e  amount, assu r ing  
aga ins t  losses  ( o f  n o t  t o  exceed one hundred percent  (100%) o f  loan investment  
and i n t e r e s t )  w i t h  respect  t o  loans by e l i g i b l e  U.S. i n v e s t o r s  ( I n v e s t o r )  
acceptab le  t o  A.I.D. made t o  f i nance  housing p r o j e c t s  i n  Be l i ze .  

These g u a r a n t i e s  s h a l l  i je s u b j e c t  t o  t h e  f ~ ? l o w i n g  terms and cond i t i ons :  

1. Term o f  Guaranty: The loans may extend f o r  a  p e r i o d  o f  up t o  t h i r t y  
y e a r s  (30)  f rom t h e  d a t e  o f  disbursement and may i n c l u d e  such te rms 
and c o n d i t i o n s  as may be acceptable t o  A.I.D. The guarant ies  o f  t h e  
loans s h a l l  extend f o r  a  p e r i o d  beg inn ing  w i t h  disbursements o f  t h e  
loans and s h a l l  con t i nue  u n t i l  such t ime as the  I n v e s t o r  has been 
p a i d  i n  f u l l  pursuant  t o  t h e  terms of  t h e  loans.  

2. I n t e r e s t  Rate: The r a t e  of i n t e r e s t  payab le  t o  t h e  I n v e s t o r  pursuant  
t o  t h e  l oans  s h a l l  n o t  exceed t h e  a l l o w a b l e  r a t e  o f  i n t e r e s t  
p r e s c r i b e d  pursuant  t o  Sect ion  223 ( f )  o f  t h e  FAA and s h a l l  be 
c o n s i s t e n t  w i t h  r a t e s  o f  i n t e r e s t  g e n e r a l l y  a v a i l a b l e  f o r  s i m i l a r  
types o f  loans  made i n  t h e  l ong  term U.S. cap i ta !  markets. 

3. Government o f  B e l i z e  Guaranty: The bve rnmen t  o f  B e l i z e  s h a l l  
p r o v i d e  f o r  a  f u l l  f a i t h  a n d ' k r e d i t  guaranty  t o  Indemni fy  A.I.D. 
aga ins t  a1 1  losses a r i s i n g  by v i r t c e - o f  A.I,D.'s gua ran t j es  t o  t h e  
I n v e s t o r  o r  f rom non-payment o f  t he  guaranty fee. 



4. - Fee: The f e e  o f  the  Uni ted States s h a l l  be payable i n  U.S. d o l l a r s  
and sha l l  b~ one-half  percent (112%) per  annum o f  the outstanding 
quaranteed amount of t he  loans p l u s  a  f i x e d  amount eaual t o  one 
percent (1%) o f  t he  amount o f  the  loans author ized o r  any p a r t  
thereof ,  t o  be pa id  a s  A.I.D. may determine upon disbursement o f  the  
1  oan s. 

5. Other Terms and Condit ions: The guarant ies s h a l l  be sub ject  t o  the  
f o l  lowinq terms and condi t ions:  

( a )  The Government o f  Be l i ze  s h a l l  agree t ha t ,  except as A&I.D. may 
otherwise aqree i n  w r i t i ng ,  p r i o r  t o  t he  se lec t i on  o f  the  
Investor, the Government o f  Be l i ze  s h a l l  fu rn ish,  i n  form and 
substance s a t i s f a c t o r y  t o  A.I.D., evidence t h a t  t he  l i m i t  on the 
permiss ib le  lend ing i n t e r e s t  r a t e  f o r  c r e d i t  unions i n  Be l i ze  
has been ra i sed  t o  eighteen percent (18%). 

( b )  The c r e d i t  unions w i l l  convenant t h a t  they w i l l  make t h e i r  best  
e f f o r t s  t o  r a i s e  t h e i r  i n t e r e s t  r a tes  on deposi ts t o  market 
l e v e l  s. 

( c )  The quarant ies s h a i l  be sub ject  t o  such o ther  terms and 
cond i t i ons  as A. I.D. may deem necessyy.  

Clearances: 

Ass is tant  Administrator  
Bureab f o r  L a t i n  h e r i c a  and t he  Caribbean 

/ 

Date - ' 
Date 

Date 
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PROJECT PAPER 

HOME IMPROVEMENT PROJECT 

SUMMARY AND RECOMMENDATION 

A. Summary 

Belize is a sparsely populated, newly independent coun- 
try in Central America. Bordered by Mexico and Guatemala, 
its 145,000 population occupies an area the size of 
Massachusetts. 

The most evident shelter problems in Belize are the 
aging and deteriorating housing stock and the absence of 
affordable and sustainable shelter policies, programs, and 
institutions. The proposed project responds to this need by 
providing home improvement loans in the short run while lay- 
ing the basis through technical assistance for a sustainable 
and affordable program of new shelter construction in a se- 
cond phase. The project operates mainly through private- 
sector credit unions. It also draws on substantial techni- 
cal assistance to strengthen the credit unions themselves. 
The project relieves immediate pressures on the GOB for 
public--sector shelter investments while helping it to devise 
a shelter sector plan and appropriate policies for afford- 
able housing which will have significant, positive loager- 
term economic effects. 

The first-phase prograln would be a $2.0 million HG for 
home-improvement loans and $400,000 for technical as- 
sistance. Depending largely on the results of the technical 
assistance in policy and program terms, PRE/HUD would be pre- 
pared to propose a second phase HG to finance construction. 
This would be construction of new designs of affordable shel- 
ter by the private sector rather than the traditionally hea- 
vily subsidized, standard units produced by the public sec- 
tor. Most of the first-phase home improvement loan would be 
concentrated in Belize City and other urban areas. 
$250,000 of the loan, however, will be used by the Develop- 
ment Finance Corporation (DFC) for home-improvement loans in 
rural areas not reached by credit unions. This will comple- 
ment DFC's other agricultural credit proqrams. 

The $400,000 of technical assistance will provide, dur- 
ing a two-year period: 

the 
1. Policy advice and assistance to the GOB in/shelter 

sector and in the management of project implementation. A 
resident technical advisor is needed for two years. 



2.  S h o r t - t e r m  T.A. t o  p r e p a r e  t h e  b a s i s  f o r  a p o s s i b l e  s h e l -  
ter  p r o d u c t i o n  p r o j e c t  a n d  t o  i m p r o v e  c r e d i t  u n i o n  a d m i n i -  
s t r a t i o n .  I t  is n e c e s s a r y  t o  assess t a r g e t  g r o u p  p r e f e r e n -  
ces, t o  d e s i g n  a f f o r d a b l e  s o l u t i o n s ,  a n d  t o  tes t  t h e  a c c e p t -  
a n c e  o f  t h e  d e s i g n s  by  b u i l d i n g  a f e w  p r o t o t y p e s .  T.A. a l s o  
w i l l  explore w a y s  o f  m o b i l i z i n g  d o m e s t i c  s a v i n g s  f o r  l o w -  
i n c o m e  s h e l t e r ,  assist i n  o r g a n i z i n g  a g r o u p  t o  d e v e l o p  a 
n a t i o n a l  s h e l t e r  p o l i c y ,  a n d  s t r e n g t h e n  e x i s t i n g  s e c t o r  i n -  
s t i t u t i o n s  as  w e l l  as  t h e  n e w l y  e s t a b l i s h e d  B e l i z e  B u i l d i n g  
S o c i e t y .  

The p r o j e c t  g o a l  is  t o  i m p r o v e  s h e l t e r  c o n d i t i o n s  f o r  
b e l o w  m e d i a n - i n c o m e  h o u s e h o l d s  by u p g r a d i n g  t h e  h o u s i n g  
s t o c k .  

The p r o j e c t  p u r p o s e  is t o :  

1. S t i m u l a t e  s h e l t e r  c r e d i t  a c t i v i t i e s  a n d  t o  s t r e n g -  
t h e n  t h e  i n s t i t u t i o n a l  c a p a c i t y  o f  t h e  c r e d i t  u n i o n  s y s t e m .  

2. S u p p o r t  a n d  e x p a n d  p r i v a t e  sector p a r t i c i p a t i o n  i n  
t h e  f i n a n c i n g  a n d  c o n s t r u c t i o n  o f  s h e l t e r .  

3 .  P r e s e r v e  a n d  u p g r a d e  t h e  h o u s i n g  s t o c k .  

4 .  A s s i s t  t h e  GOB t o  r a t i o n a l i z e  i t s  h o u s i n g  d e l i v e r y  
s y s t e m  by  f o c u s i n g  o n  p o l i c y ,  i n s t i t u t i o n s ,  a n d  h o u s i n g  s o l u -  
t i o n s  w h i c h  are  a f f o r d a b l e  t o  l o w e r - i n c o m e  h o u s e h o l d s .  

The B o r r o w e r  w i l l  b e  t h e  M i n i s t r ;  o f  F i n a n c e .  The GOB 
w i l l  g u a r a n t y  t h e  l o a n .  The DFC xi11 ' - n  l e n d  t o  t h e  B e l i z e  
C r e d i t  Union  L e a g u e  (BCUL), w h i c h  < ' '  - o n l e n d  t o  i t s  member 
c red i t  u n i o n s  a n d  t o  t h e  Holy  Redeemer  C r e d i t  Union.  The 
c r e d i t  u n i o n s  w i l l  a d m i n i s t e r  t h e  home i m p r o v e m e n t  l o a n s  t o  
their members. The DFC, a s  f i n a n c i a l  a g e n t  o f  t h e  GOB, a n d  
t h e  BCUL w i l l  e s t a b l i s h  t h e  c r i te r ia  w h i c h  q u a l i f y  i n d i v i -  
d u a l  c r e d i t  u n i o n s  t o  p a r t i c i p a t e  i n  t h e  p r o g r a m .  ( S e e  Sec-  
t i o n  IV-E, " C o n d i t i o n s  P r e c e d e n t . "  1 The DFC a l s o  w i l l  l e n d  
d i r e c t l y  t o  r u r a l  b e n e f i c i a r i e s  f o r  home i m p r o v e m e n t s  i n  con-  
j u n c t i o n  w i t h  i ts  o n g o i n g  a g r i c u l t u r a l  c r e d i t  p r o g r a m s .  

A l l  l o a n s  w i l l  b e  r e c o v e r e d  f u l l y  a t  m a r k e t  rates pf i n -  
terest .  E x c e p t  f o r  a n y  p o s s i b l e  f o r e i g n  e x c h a n g e  l o s s ,  
t h e  p r o g r a m  s h o u l d  i m p o s e  no f i n a n c i a l  b u r d e n  o n  t h e  c e n t r a l  
g o v e r n m e n t  b u d g e t .  

The f i r s t  r o u n d  o f  l e n d i n g  c o u l d  f i n a n c e  some 1 , 3 0 0  
home i m p r o v e m e n t  l o a n s .  L e n d i n g  f r o m  r e f l o w s  c o u l d  g r e a t l y  
a u g m e n t  t h e  number o f  b e n e f i c i a r i e s .  ( S e e  Annex 1 0 ,  "Cash  
Flow A n a l y s i s . " )  The e f f e c t i v e  demand e x c e e d s  p r o j e c t  re- 
s o u r c e s  a n d  a r a p i d  d i s b u r s e m e n t  o f  l o a n  f u n d s  is e x p e c t e d  
d u r i n g  a t w o - y e a r  i m p l e m e n t a t i o n  p e r i o d .  



B. Recommendation 

The intensive review of the proposed project ccncludes 
that the project is economically, financially, administra- 
tively, socially, and technically sound. It is recommended 
that a Housing Guaranty be authorized as follows: 

1. Amount of Guaranty: US $2.0 mcilion to the 
Ministry of Finance, the Borrower, for a program of home-im- 
provement loans to below-median income families. 

2. Terms: The loan should be for a term of up 
to 30 years with a grace period of up to 10 years for the 
payment of principal, to be negotiated with the investor. 

3. Interest Rate: The interest rate payable to the 
U.S. investor shall not exceed the allowable rate of inte- 
rest prescribed by the AID Administrator pursuant to Sec- 
tion 2233(1) of the FAA, and shall be consistent with rates 
of,,interest generally available for similar loans. 

C. Project Issues 

The major issues raised by the DAEC review of the PID 
(see Annex 1, "PID Issues Cable") concerned: 

1. Project Strategy 

a. Project priority. The Issues Cable 
asked for a clarification of the "project's priority in rela- 
tion to both AID'S and GOB's strategies for addressing coun- 
try's overall development needs." The GOB's development pri- 
orities are reflected in its 3-year Economic Plan of 
Belize 1980-1983. The nation's primary development. thrust 
is in agriculture (29% of projected investment), economic in- 
frastructure (3981, and social infrastructure (29%). Three 
percent of planned investment is f o r  industry. Six percent 
of investment is scheduled for housing, 5.2% for water and 
sewerage. External capital requirements for these invest- 
ments total $120.5 million, 59% of total investment costs. 
The sources of external financing for housing projects have 
not been identified. Shelter and related infrastructure ab- 
sorb an important element of total development expenditures 
in absolute monetary terms. The efficient application of 
these funds has high government priority and important econo- 
mic and social consequences. 

The Embassy agrees with the GOB's development strategy 
and judges that shelter financing will play an important 
part in that strategy. The Prime Minister's strong endorse- 
ment oE the project is evidenced by the major lending policy 
change which the project will bring. (See Annex 3.) The 
project will increase private sector initiatives in the shel- 
ter sector by using the credit union mechanism, improve the 



efficiency of the shelter sector delivery system, reduce she- 
lter subsidies and expand output. (Sec. Annex 2, "Logical 
Framework. ) 

The importance of the project 'to the GOB is evidenced 
by the personal involvement of the Prime Minister and his 
Ministers in its development at every stage from the SSA to 
the PP. This is consistent with the inclusion of 9 (largely 
unfinanced) shelter sector programs in its Economic Plan. 

b. Mobilization of domestic savings. The 
Issues Cable noted that an essential condition for HG finan- 
cing would be to raise the credit union interest rate ceil- 
ing; and it asked for an evaluation of the implications of 
interest rate policies on housing and on the general finan- 
cial structure of the country. The GOB is drafting legisla- 
tion to raise the maximum lending rate for credit unions 
from 12% to 18% p.a. Enactment of this change is expected 
by September 1982. It has not been decided whether this in- 
crease in the ceiling rate will apply to a11 credit-union 
lending or only to home improvement loans; but an increase 
for home improvement lending alone would constitute a major 
advance in financial policy. If the ceiling is raised for 
all loans, the credit unions may raise interest rates paid 
on member savings to 10%-12%. ~t present, commercial banks 
are paying 6%-11% on deposits (and up to 17% on certificates 
of deposit). 

The target group of below-median income households uses 
credit unions as their principal financial intermediary. 
Its income is too low to qualify for commercial bank lend- 
ing. Credit union officials, however, recognize that the 
supply of savings probably is sensi.tive to interest rate dif- 
ferentials. Credit union members save at commercial banks 
and borrow from their credit union. 

As in the U.S., the current level of commercial lending 
rates ( 20%-22% has depressed mortga.ge lending. The volume 
of loans for home improvements also is quite small. Home im- 
provement loans constitute about 28 of commercial bank lend- 
ing and 15-25% of credit-union lending. 

The long-term solution to increasing the supply of 
domestic savings for the shelter sector probably 1 ies in 
several measures in addition to interest-rate policies. 
These might include reestablishing the DFC's secondary mort- 
gage operations, having the DlFC and RECONDEV accept depo- 
sits, and promotion of the preoposed Belize Building Society. 
It is recommended that three person-months sf technical 
assistance be provided to exa.nl.ine ways of increasing the 
mobilization of domestic savi.ngs for the shelter sector. 

2. Institutional Arranqements and ~nalysis - 



a .  A d m i n i s t r a t i v e  s t r u c t u r e s .  The I s s u e s  
Cab3.e a s k e d  t h a t  t h e  a d m i n i s t r a t i v e  c h a n n e l s  a n d  p r o c e d u r e s  
b e  r e v i e w e d  t o  see i f  t h e y  car. b e  s i m p 1  i f  i e d .  A l t h o u g h  It 
is t r u e  t h a t  a number oE i n s t i t u t i o n s  are i n v o l v e d  i n  t h e  ad- 
m i n i s t r a t i v e  s t r u c t u r e ,  t h e  number is  n o t  a v o i d a b l y  large 
n o r  is t h e  s t r u c t u r e  c o m p l z x .  The M i n i s t r y  of F i n a n c e  as  
t h e  B o r r o w e r ,  o p e r a t e s  t h r o u g h  t h e  M o n e t a r y  A u t h o r i t y .  2 

The PP Team e x p l o r e d  t h e  p o s s i b i l i t y  o f  h a v i n g  t h e  Mone- 
t a r y  A u t h o r i t y  l e n d  d i r e c t l y  t o  t h e  BCUL a n d  t o  t h e  Holy Re- 
d e e m e r  C r e d i t  Union as w e l l  a s  t o  t h e  DFC. The G o v e r n m e n t  
o f  B e l i z e  w a n t s  t h e  DFC t o  b e  i t s  f i n a n c i a l  a g e n t  f o r  t h e  HG 
l o a n .  As t h e  GOB'S i n d u s t r i a l  d e v e l o p m e n t  b a n k ,  t h e  DFC cus- 
t o m a r i l y  p l a y s  t h i s  r o l e  i n  h a n d l i n g  e x t e r n a l  r e s o u r c e s .  
The M o n e t a r y  A u t h o r i t y  d o e s  n o t  g e t  i n v o l v e d  i n  t h e  d g t a i l s  
o f  p r o j e c t  i m p l e m e n t a t i o n ,  n o r  d o e s  it w a n t  t o  d o  so. 

The HG f u n d s  w i l l  b e  d e p o s i t e d  i n  U.S. d o l l a r s  i n  t h e  
a c c o u n t  o f  t h e  M o n e t a r y  A u t h o r i t y  i n  t h e  F e d e r a l  R e s e r v e  
Bank o f  New York.  The F e d e r a l  R e s e r v e  Bank w i l l  i n f o r m  t h e  
M o n e t a r y  A u t h o r i t y .  The M o n e t a r y  A u t h o r i t y  w i l l  d e p o s i t  t h e  
local  c u r r e n c y  e q u i v a l e n t  i n  t h e  B e l i z e  Bank d e s i g n a t e d  by 
t h e  DFC. The role o f  t h e  M o n e t a r y  A u t h o r i t y  is t o  f a c i l i -  
t a t e  t h e  m e c h a n i c a l  t r a n s f e r  o f  f u n d s .  The role o f  f i n a n -  
c i a l  a g e n t  l o g i c a l l y  is t h a t  of t h e  D F C . ~  

b .  I n s t i t u t i o n a l  A n a l y s i s .  The I s s u e s  C a b l e  
a s k e d  f o r  a n a l y s i s  o f  t h e  f i n a n c i a l  i n t e r m e d i a r i e s ,  i n c l u -  
d i n g  a n  a s s e s s m e n t  o f  t h e i r  c a p a c i t y  t o  i m p l e m e n t  t h e  l o a n  
a n d  a d i s c u s s i o n  o f  t h e  r o l e  o f  c o n s t r u c t i o n  codes a n d  s t a n -  
d a r d s  i n  t h e  project .  S e c t i o n  11-13-5 e x a m i n e s  t h e  l e n d i n g  
h i s t o r y  o f  t h e  DFC a n d  t h e  c r e d i t  u n i o n s ,  t h e i r  f i n a n c i a l  
s t a t u s ,  a n d  t h e i r  t e c h n i c a l  c a p a c i t y  t o  i m p l e m e n t  t h e  p r o -  
ject. I t  h i g h l i g h t s  t h e  f a c t  t h a t  t h e  main  w e a k n e s s  of t h e  
DFC h a s  b e e n  i t s  h i g h  a r r e a r a g e s .  The c a u s e s  o f  h i s t o r i c a l -  
l y  h i g h  arrearages,  h o w s v e r ,  s h o u l d  n o t  o p e r a t e  i n  t h e  case 
o f  t h e  HG l o a n .  The DFC1s c o l l a t e r a l  r e q u i r e m e n t s  on i ts 
own s u b l o a n s  i n  r u r a l  areas w i l l  s a f e g u a r d  t h e  l o a n ;  a n d  t h e  
DFC s a y s  t h a t  it w i l l  e n f o r c e  p a y m e n t s  by ; ? rompt ly  f o r e -  
c l o s i n g  on col la tera l  i f  p a y m e n t s  a re  d e l i n q u e n t .  

A r r e a r a g e s  h a v e  b e e n  less o f  a p r o b l e m  w i t h  c r e d i t  
u n i o n s ;  a n d  e v e n  t h a t  record r e c e n t l y  is  i m p r o v i n g  i n  
s e v e r a l  i n s t a n c e s .  The RCUL a n d  t h e  H o l y  Redeemer  e x p e c t  t o  
h a v e  m i n i m a l  a r r e a r a g e s  o r  d e f a u l t s  on  t h e  home i m p r o v e m e n t  
l o a n s .  L o a n s  w i l l  b e  a d e q u a t e l y  s e c u r e d  by member s h a r e s  
w i t h  c r ed i t  u n i o n s  a n d  o t h e r  c o l l a t e r a l  a n d  w i l l  b e  f u r t h e r  
s a f e g u a r d e d  by credi t  u n i o n  r e s e r v e s .  

Few c red i t  u n i o n s  h a v e  t h e  i n - h o u s e  c a p a c i t y  f o r  t e c h -  
n i c a l  e v a l u a t i o n  o f  s u b l o a n s .  The p l a n s  f o r  home improve-  
m e n t s  w h i c h  r e q u i r e  s t r u c t u r a l  c h a n g e s  o r  a d d i t i o n s  t o  l i v -  
i n g  areas are t o  b e  s u b m i t t e d  t o  t h e  D e p a r t m e n t  o f  H o u s i n g  



a n d  Town P l a n n i n g  o f  t h e  M i n i ~ t r y  of H o u s i n g  or to  t h e  Town 
B o a r d  i n  t o w n s  w h e r e  t h e  D e p a r t m e n t  h a s  n o  off ice. T h e s e  a n d  
o t h e r  t y p e s  o f  h ~ m e  i ~ n p r o v c m e n t s  m u s t  h a v e  t e c h n i c a l  p l a n s  
a n d  b u d g e t s  s u b m i t t e d  f o r  t h e  a p p r o v a l  o f  t h e  c r e d i t  un . ion .  
T h e  c r e d i t  u n i o n  f i n a n c i a l  s p r e a d  w i l l  c o v e r  a n y  cos t  of 
h i r i n g  o u t s i d e  e x p e r t i s e  f o r  t h e s e  a c t i v i t i e s .  

Annex 6  a n a l y z e s  t h e  B e l i z e  c o n s t r u c t i o n  c o d e s  a n d  s t a n -  
d a r d s  a n d  d i s c u s s e s  t h e i r  e n f o r c e m e n t  i n  g e n e r a l  a n d  i n  rela- 
t i o n  t o  t h e  p r o p o s e d  project  i n  p a r t i c u l a r .  

3 .  E f f e c t i v e  Demand. The  I s s u e s  C a b l e  r e q u e s t e d  a n  
e x a m i n a t i o n  of t h e  2 f f e c t i v e  demand f o r  home i m p r o v e m e n t  cre- 
d i t s  a t  t h e  h i g h e r  i n t e r e s t  r a t e s  r e q u i r e d  i n  t h e  p r o j e c t .  
S e c t i , o n  111-C-1 a n a l y z e s  t h e  e f f e c t i v e  demand  f o r  home i m -  
p r o v e m e n t  l o a n s  a t  a n  1 8 %  p . a .  i n t e r e s t  r a t e  a n d  c o n c l u d e s  
t h a t  t h e  e f f e c t i v e  demand  w i l l  e x c e e d  p r o j e c t  r e s o u r c e s .  

4 .  T e c h n i c a l  A s s i s t a n c e .  The  I s s u e s  C a b l e  a s k e d  t h a t  
t h e  i n t e n s i v e  r e v i e w  reassess t h e  a m o u n t  o f  t e c h n i c a l  assis- 
t a n c e  w h i c h  is p r o p o s e d  a n d  i ts  e f f e c t  o n  t h e  e c o n o m i c  f e a s i -  
b i l i t y  o f  t h e  p r o j e c t .  The  PP Team r e a s s e s s e d  t h e  T.A. re- 
q u i r e m e n t s  f o r  t h e  p r o p o s e d  l o a n  a n d  Eor p r e p a r i n g  t h e  i n s t i -  
t u t i o n a l  a n d  t e c h n i c a l  b a s e s  f o r  a b e t t e r  s h e l t e r  d e l i v e r y  
s y s t e m .  T h e  a m o u n t s  a n d  r a t i o n a l e  are d i s c u s s e d  i n  d e t a i l  
i n  S e c t i o n  1 1 1 - F ,  " T e c h n i c a l  A s s i s t a n c e . "  T h e  c o n c l u s i o n  o f  
t h e  i n t e n s i v e  r e v i e w  is  t h a t  t h e  a m o u n t s  o f  t h e  p r o p o s e d  
T . A . ,  w h i l e  h i g h ,  a re  i n e s c a p a b l y  n e c e s s a r y  t o  a c h i e v e  t h e  
l o n g - t e r m  p o l i c y  goals  a n d  t h e i r  i m p o r t a n t  e c o n o m i c  a n d  
i n s t i t u t i o n a l  e f f e c t s .  I f  t h e  T.A. w e r e  c h a r g e d  e n t i r e l y  t o  
t h e  e c o n o m i c  cos t  o f  t h e  p r o p o s e d  project  ( a n d  i t  s h o u l d  n o t  
b e ) ,  it w o u l d  r e d u c e  t h e  i n t - e r n a l  e c o n o m i c  ra te  o f  r e t u r n  
( b y  a b o u t  6 % )  t o  some 2 3 8 ,  s t i l l  w e l l  a b o v e  t h e  o p p o r t u n i t y  
cost  o f  c a p i t a l  i n  B e l i z e .  

PROJECT DESCRIPTION 

A. B a c k g r o u n d  

1. O v e r v i e w .  A s  i n  many d e v e l o p i n g  c o u n t r i e s ,  s h e l -  - 
ter  h a s  b e e n  a p o s t p o n a b l e  i n v e s t m e n t  o v e r  a p r o t r a c t e d  p e r i -  
od. A r e l a t i v e l y  l o w  p o p u l a t i o n  g r o w t h  r a t e ,  h i g h  e m i g r -  
a t i o n  r a t e s  o f  l a b o r - f o r c e - a g e  p e o p l e ,  a n d  l o w  p o p u l . a t i o n - t o -  
- l a n d  d e n s i t i e s  h a v e  c o m b i n e d  w i t h  a t r o p i c a l  c l i m a t e  t o  pro- 
d u c e  a n  a g i n g  a n d  d e t e r i o r a t i n g  h o u s i n g  s t o c k .  B e l i z e  h a s  a 
p o p u l a t i o n  d e n s i t y  o f  o n l y  1 6 . 4  p e r s o n s  per s q u a r e  m i l e ;  b u t  
o v e r c r o w d i n g  is a g r o w i n g  p r o b l e m  i n  B e l i z e  C i t y  w h e r e  
h o u s e s  d e s i g n e d  f o r  o c c u p a n c y  by  s e v e n  p e r s o n s  c a n  h a v e  u p  
t o  2 1  p e r s o n s  l i v i n g  i n  t h e m .  

A p p r o x i m a t e l y  6 0 %  o f  t h e  26,bOO u n i t s  o f  h o u s i n g  s t o c k  
i n  B e l i z e  w a s  b u i l t  b e t w e e n  1.960 a n d  1 9 7 0 ,  3 6 %  b e f o r e  1 9 5 6 .  



In Belize City, 638 of the 6,300 houses were built before 
1956. Many of the houses were damaged by Hurricane Hattie 
in 1961. According to the 1970 Census, nationwide 79% of 
the buildings are made of wood; i~, lelize City, 96%. The 
widespread deterioration of the housing stock, particularly 
in Belize City, is evident and reflects the low economic 
standards of the people, the paucity of disposable income, 
and the unavailability of credit. 

The Shelter Sector Assessment concluded that infrastruc- 
ture deficiencies, while serious and varying from town to 
town, are not as pressing as the problem of the deteriora- 
tion of the housing stock. The Belize City water supply sys- 
tem, which covers the entire city either by stand pipes from 
the street to private yards or by direct connection to 
hoases , is now being upgraded throughipro ject largely f inanc- 
ed by CIDA . In Belmopan, the metered water supply system 
connected to individual homes can accommodate a population 5 
times the size of the present population. All District 
Towns are served with piped water. In small villages, ser- 
vice is supplied by drilled wells and hand pumps. 

Work on improving the Belize City sewerage system is 
well underway and should be completed by 1986. It will 
cover the residential areas of the entire project group. 
The first-phase of the CIDA-financed project began in August 
1979, the second phase in February 1982. The present sewer- 
age system is adequate for the population of Belmopan. 

There still are large rural areas without electricity 
but generating capacity is sufficient for the population 
which is served with electricity. 

The highest immediate return from shelter investment 
will be capital for home improvements which can preserve the 
housing stock and the provision of critically important tech- 
nical assistance which lays the basis for major sector im- 
provements. The proposed project responds to this need by 
channeling resources through existing financial intermediar- 
ies, in particular the credit unions, which are in place 
throughout the country. 

The Economic Plan of Belize, 1980-83, places the annual 
need for new housing at 1,200. The SSA estimate is 700-800 
units per year. At present, public sector institutions pro- 
vide approximately 25% of the lower estimate. There is in- 
sufficient data available to obtain a clear picture, but the 
formal sector appears to produce,somewhat less. The infor- 
mal sector accounts for most shelter production. 

The capital budget of Belize contemplates financing 
largely from external sources. The housing development pro- 
gram is large and cannot be financed without substantial ex- 
ternal financing. The investment program depends on conti- 



nued receipt of predominantly grant and concessional monies. 
At the same time, however, the country now must begin to en- 
ter co~nmerc.ial markets Eor funds and must start to regulate 
its internal financing and external borrowings to reflect af- 
fordability. 

2. Other Donors. The Belize City Water and Sewerage 
System Project, Phases I and 11, is a joint effort of CIDA 
and the GOB. The project provides for the completion of the 
water and sewerage project for the entire Belive City area. 
Design work has been completed. The main distribution lines 
should be ill operation by 1985-86. 

The CIDA project is of particular interest to AID'S pro- 
posed home improvement project. It is anticipated that home 
improvement loans will be sought in order to pay for the ex- 
pansion of houses and the installation of toilets and sinks 
as well as pipes to permlt individual household connections 
to the water and sewer mains. Connection costs are not 
financed by the CIDA project. (See Annex 13. ) 

The United Kingdom's Corozal District Villages Water 
Supply project in the Northern-most district of Belize will 
provide a safe and reliable water supply for villages. Cer- 
tain preconditions still need to be met before progress can 
be made on the water and sewerage connections to Corozal Dis- 
trict's mxin transmission pipeline. The U.K. is financing 
the total cost of $222,000. 

The U.K. has also expressed interest in financing a 
Rural Water Supply project to provide small-piped distri- 
bution water systems to rural villages. It is anticipated 
+.hat the cost, to be financed entirely by the U.K., will be 
$400,000. 

The World Bank expects to start a program in Belize in 
1963. They have not discussed any specific projects with 
the GOB, but they do not anticipate that their program will 
be in any conflict with AID'S housing project. Discussions 
thus far concentrate on power generation and other physical 
infrastructure. The IFC is exploring private sector ven- 
tures in agriculture and agro-industry. 

3. AID Shelter Assistance Activities. Belize has 
been a major beneficiary of AID assistance through loans to 
the Caribbean Development Bank (CDB). The CDB made avail- 
able to the Government of Belize $176,000 of AID loan funds 
for the construction of 196 low-cost homes in the townships 
of Ladyville and Belmopan. The subloans to the beneficiary 
were at 12% for 20 years. Under the CDB's Secondary Mort- 
gage operation, established with AID loan assistance, the 
DFC also originated and sold to the CDB approximately $1.4 
million in mortgages. 



In addition to the proposed HG, AID is providing nearly 
USS1.5 million (Grant 035) for a Eive-year program to devel- 

- 

op the capacity of the Caribbean Confederation of Credit 
Unions to provide common services and training to national 
and local credit unions in the region. This project is also 
being supported by CIDA. US$60,600 in grant support has 
been given to the Belize Credit Union League (BCUL). These 
funds are being used to pay the salaries of the BCUL's mana- 

- - ger and a field representative as well as in-country trans- 
portation costs. Disbursements for the Belize component of - 
this project started in 1981. 

Finally, AID is recommending a $10.0 mj.llion ESF for Be- 
lize. It would be used mostly to fund a reLiscount 
facility to encourage commercial banks to lend for develop- 
mental purposes. 

4. Project Strategy. The proposed project will be 
the Eirst direct AID project in Belize. The SSA finds that 
traditionally high she1 ter expectations and high construc- 
tion costs exceed what the target group can alford. The li- 
mited public housing which is available is deeply sub- 
sidized and a vast supply of housing in Belize will be lost 
to deterioration if steps are not taken to repajr and main- 
tain existing structures. The institutional capacity of the 
shelter delivery system in Belize is weak; and credit for 
shelter activities is virtually nonexistent. 

A strategy should be based on the need of the GOB to 
rationalize its shelter sector delivery system and to streno,- 
then the capacity of its public and private shelter sector 
institutions. The objective would be to develop a shelter 
sector delivery system which can provide long-term financing 
for affordabie shelter solutions. In the long run, this 
will require cost recovery in the framework of a deliberate 
public policy to promote private sector financing and con- 
struction of shelter for all income groups. 

The project strategy should, 

o Provide technical assistance to help develop poli- 
cies, programs, and institutions which will rationalize shel- 
ter sector activities thruugh the development oE marketable, 
affordable shelter solutions; to get the GO3 to consider 
reducing its role of priniary housing producer and to mini- 
mize subsidies; and to clearly define the roles of housing 
institutions; 

- 
o Support the institutional development of existing or 

potential private sector institutions involved in financing 
shelter activities ( " . g .  credit union3 and the National Buil- 
ding Society), and; 

o Encourage efforts to preserve the housing stock. 



The strategy includes tlie immediate initiation of a 
relatively small HG program in order to stimulate the sec- 
tor and to provide a reliable, interim source of shelter 
finance. The HG loan must be complemented by substantial 
amounts of technical assistance in order to help strengthen 
and rationalize the shelter sector delivery system, assist 
in implementation of the first HG lcan, and define shelter 
sector policy objectives in preparation for,continuing acti- 
vities. 

The first HG loan would be channeled through the finan- 
cial institutions which are best prepared immediately to 
im!?lement a self-sustaining program. The proposed loan 
would concentrate on preserving the housing stock by finan- 
cing home improvements. Depending on important policy 
movement in the sector and the development of acceptable, af- 
fordable solutions and institutional capabilities, a second 
loan may be used to finance new, affordable units by pr'vate 
and/or public institutions, such as the Belize Building 
Society, which do not presently have the institutional capa- 
bility to implement a program. 

5. ~eneficiaries. ~eneficiaries wi1.l be below- 
median income households who are credit union members or 
farmers. Median household income is estimated to be $3,500 
per year. The first round of loans can pe expected to 
directly benefit about 1,300 households. Lending of 
reflows will extend the coverage significantly. The program 
is nationwide, but most of the loans are expected to be in 
Belize City. Since approximately half the homeowners in 
Belize City are women, it can be expected that women will be 
prominent beneficiaries of project activities. 

B. - Detailed Project Description 

1. Sector Goal. The sector goal is to improve shel- 
ter conditions for low-income households by promoting and 
financing efforts to coordinate shelter policies and to sti- 
mulate private investment in upgrading the housing stock 
through home improvement loans. 

2. Project Purpose 

a. Encourage local credit institutions to stimu- 
late shelter credit activities and to strengthen the institu- 
tional capacity of the Credit Union System. 

b. Support. and expand private sector participa- 
tion in the financing and construction of shelter. 

c. Preserve and upgrade the nation's housing 
stock. 



d. Assist thc GOB to rationalize its housing deli- 
very system by focusing on policy, institutions, research, 
and development uE examples of housing solutions which are 
affordable to lower-income households rather than having the 
government produce heavily subsidized, standard housing. 

3. Project Outputs. ~t an average of $1,500 per 
loan, the proposed project could finance some 1,300 home im- 
provements in the first round of lending. An illustrative 
sampling of the types of improvements contemplated and their 
approximate cost is presented below: 

Improvement Unit Cost($) 

- Household connection to water and 
sewerage system 75 

- Installation of a complete new bathroom 1,200 
- Repair of minor structural damage from 

hurricanes 1,000 
- Upgrading from wooden stilts to concrete 

piles, and accompanying foundation work 900 
- Enclosing open area beneath Eirst floor in 

order to increase habitable space 1,500 
- Upgrading of kitchen (plumbing, 

electrical) 300-600 
- Addition of a room (80 sq. ft.) 1,800 

The determining principle in setting loan limits is 
that they be affordable to below-median income families. 
For this calculation, up to 25% of household income can be 
used to service the loan. This provides an absolute maximum 
loan value of about US$4,735, assuming 18% annual interest 
charges and 20-year terms. Given the nature of a home 
improvement/expansion program, it is anticipated that very 
few loans will run for 20 years and that most improvements 
will be substantially below the arithmetic ceiling shown 
above. 

A resident technical advisor will concentrate on policy 
advice and on project implementation; and he will coordi- 
nate T.A. with the DFC, the credit unions, the Department of 
Housing and Town Planning of the Ministry of Health, Housing 
and Cooperatives, and with the RECONDEV. The short-term 
T.A. focuses on shelter sector policy and on preparing a 
basis for future shelter activities. (See Section 111-F, 
"Technical Assistance. " 1 The policy advisor role will re- 
quire that the resident technical advisor be able to carry 
on a dialogue with GOB oEficials as well as with implemen- 
ting institutions. For this reason the advisor may be loca- 
ted physically, ekther in the RCUr, or in an appropriate 
Ministry or government agency. 

4. Project Inputs. The proposed $2.0 million HG 
would finance home improvements. While requiring satisfac- 



tory collateral, home improvement loans do not involve down 
payments. No counterpart financing is involved. In addi- 
tion to the $2.0 million HG, however, $400,000 of technical 
assistance is to be financed from CBI supplemental. The 
T.A. (see SectLon III-F, "Technical Assistance") consists 
of: 

Function Person Months 

Resident Advisor 
Short-term T.A. 

TOTAL 

Cost 

5. Participatinq Institutions 

a. The Development Finance Corporation (DFC) is 
the national industrial develo~ment bank of Belize. Its li- 
mited housing activities have made it, along with the Depart- 
ment of Housing and Town Planning of MEHC and RECONDEV, one 
of the three principal housing/housing finance institutions 
in the country. 

In 1976, DFC was designated as the Belize authorized 
agent Eor CDB's Secondary Mortgage Housing Scheme. Between 
1976 and 1978 the CDB committed $2 million for the purchase 
of housing mortgages under this program. The CDB secondary 
mortgage operation would appear to have been a leading fac- 
tor in the DFC role in housing finance. Subsequently, CDB 
funding for this secondary operation dried up. As a re- 
sult, the DFC lending activity to the sector has also 
declined significantly. In the past, lending for shelter by 
DFC has gone to moderate and middle income families. How- 
ever, lending for home improvement/expansion is a natural 
complement to existing DFC activities in agricultural and 
agribusiness credit. The DFC has an in-place administrative 
network for conducting an otherwise expensive, scattered- 
site, small loan program. The central office is loceted in 
the capital city of Belmopan, with additional offices. 
Functioning in each of the district capital cities. Total 
staff is 57, two of whom are responsible for housing opera- 
tions. 

Annex 7 presents summary financial statements and opera- 
ting statistics for the DFC. In the 4 years ending 31 Decem- 
ber 1981, the annual growth rate of some of the key perfor- 
mance indicators showed: 

18.4% Total assets/liabilities 
31.8 Loan portEolio 
17.6 Gross income 

DFC's funds have come largely f:rom external sources 
through 1981. 
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The DFC wns r e a c t i v a t e d  by t h e  GOB i n  1 9 7 3  w i t h  a small 
e q u i t y  b a s e  o f  a b o u t  $ 2 0 0 , 0 0 0  a n d  l i n e s  o f  c r e d i t  o f  u p  t o  
$ 6 0 0 , 0 0 0  from t h e  CDB f o r  a g r i c u l t u r a l  a n d  i n d u s t r i a l  
l e n d i n g .  From 1 9 7 3  t h r o u g h  1 9 8 1 ,  t h e  DFC a p p r o v e d  $ 2 2 . 2  m i l -  - l i o n  i n  l o a n s ,  m o s t l y  i n  a g r i c u l t u r e  ( 5 7 % ) .  N e a r l y  22% o f  
t o t a l  l e n a i n g  h a s  b e e n  f o r  h o u s i n g .  H o u s i n g  l o a n s ,  h o w e v e r ,  
d r o p p e d  s h a r p l y  i n  vo lume i n  1 9 8 1  t o  1 0 %  o f  t o t a l  new l o a n  
a p p r o v a l s  a f t e r  r u n n i n g  30-40% of l o a n  a p p r o v a l s  d u r i n g  t h e  
p r e c e d i n g  3 y e a r s .  

I f  t h e  DFC were t o  commit  i t s  HG a l l o c a t i o n  d u r i n g  2 
years,  it w o u l d  a d d  a b o u t  1 . 0 %  a n n u a l l y  t o  i ts t o t a l  p o r t -  
f o l i o ,  3 . 1 %  t o  i ts  vo lume o f  new l o a n  a p p r o v a l s ,  a n d  b r i n g  
t h e  p r o p o r t i o n  o f  s h e l t e r  l e n d i n g  t o  a b o u t  1 4 %  o f  t o t a l  
l e n d i n g .  The c o n c l u s i o n  is t h a t  DFC is c a p a b l e  o f  h a n d l i n g  
t h e  HG l o a n  w i t h o u t  o v e r b u r d e n i n g  i ts a d m i n i s t r a t i o n  o r  
b i a s i n g  i t s  m a i n  d e v e l o p m e n t a l  a c t i v i t i e s  i n  a g r i c u l t u r e  a n d  
i n d u s t r y .  

The DFC h a s  b e e n  t r o u b l e d  w i t h  arrears i n  t h e  p a s t .  
Upon c l o s e r  e x a m i n a t i o n  o f  t h e  c o m p o s i t i o n  a n d  a g i n g  o f  
arrears,  h o w e v e r ,  t h e  PP team c o n c l u d e d  t h a t  t h e  p r o b l e m  h a s  
n o t  b e e n  a l l  t h a t  s e r i o u s  i n  DFCts  h o u s i n g  p o r t f o l i o ;  a n d  
D F C t s  o p i n i o n  t h a t  arrears o n  home i m p r o v e m e n t  l o a n s  w i l l  b e  
i n s i g n i f i c a n t  seems c r e d i b l e .  As o f  3 1  December  1 9 8 1 ,  1 9 . 8 %  
of DFCts  h o u s i n g  p o r t f o l i o  was i n  arrears -- n e a r l y  t h e  same 
as t h e  20.3% arrears on p r i n c i p a l  o f  t o t a l  p o r t f o l i o .  O n l y  
5 o f  t h e  1 7 8  h o u s i n g  l o a n s  o u t s t a n d i n g ,  h o w e v e r ,  w e r e  i n  
arrears for  more t h a n  3 m o n t h s ;  n o n e  was more t h a n  9  m o n t h s  
i n  arrears;  a n d  n o n e  o f  t h e  h o u s i n g  l o a n s  h a d  b e e n  r e s c h e d -  
u l e d .  

b.  The C r e d i t  U n i o n s .  The c r e d i t  u n i o n  move- 
m e n t  i n  B e l i z e  is large,  n a t i o n w i d e ,  a n d  t h e  p r i n c i p a l  
s o u r c e  o f  c r e d i t  f o r  t h e  t a r g e t  g r o u p .  22 o f  t h e  23  a c t i v e  
c r e d i t  u n i o n s  are members o f  t h e  BCUL. A s  o f  t h e  e n d  o f  
1 9 8 1 ,  t h e y  h a d  1 2 , 3 8 2  members ,  $ 2 . 1  , n i l l i o n  i n  asse ts ,  $1.9 

,- m i l l i o n  i n  s a v i n g s ,  a n d  $ 1 . 8  m i l l i o n  i n  l o a n s  o u t s t a n d i n g .  
- N i n e  o f  t h e  BCUL c r e d i t  u n i o n s  are l o c a t e d  i n  B e l i z e  C i t y .  

The  o t h e r s  are  s p r e a d  t h r o u g h o u t  t h e  r e m a i n i n g  d i s t r i c t s .  
M e s o p o t a m i a  a n d  S t .  J o h n ' s  i n  B e l i z e  C i t y ,  La I n m a c u l a d a  i n  
O r a n g e  Walk Distr ict ,  a n d  Mount C a r m e l  i n  Cayo District e a c h  
h a v e  o v e r  1 , 0 0 0  members .  

The la rges t  c r e d i t  u n i o n  i n  t h e  c o u n t r y ,  t h e  Holy  
Redeemer ,  i s  n o t  a member o f  t h e  RCUL. A t  t h e  e n d  o f  1 9 8 1 ,  
it h a d  n e a r l y  2 0 , 0 0 0  members ,  $6 .4  m i l l i o n  i n  assets, $ 4 . 9  
m i l l i o n  i n  s a v i n g s ,  a n d  $ 5 . 7  m i l l i o n  i n  l o a n s  o u t s t a n d i n g .  



Nationwide, 15 of the credit unions have full-time 
staff . 

Although essentially a vehicle for consumer credit, t.he 
movement. does finance home improvements and expansion. Cre- 
dit union officers estimate that 10-153 of total lending is 
for housing purposes. For the Holy Redeemer it amounted to 
nearly 25% of lending in 1981; and officers said that home 
improvement loans would have been much more if more funds 
had been available. 

Given their extensive network nationwide, their experi- 
ence with consumer credit and the demand for home improve- 
ment lending, the credit union ~ietwork is a natural vehicle 
for home improvement loans. 

Annexes 8 and 9 summarize the financial statements and 
the principal operating statistics of credit unions. The 
proposed loan would add about 12% annually to credit portfol- 
ios. The loan portfolio of BCUL member credit unions has 
been growing at 16% p.a., 1977-1981. The credit unions can 
handle the prop~sed loan with little difficulty. (See 
Section 111-A, "Administrative Feasibility.") 

6. The Project. The Borrower will be the GOB (Minis- 
try of Finance). The BorrDwer will pass the local currency 
equivalent on to the DFC. The DFC will (1) lend directly t o  
individual rural beneficiaries in conjunction with its agri- 
cultural credit programs and ( 2 )  open a line of credit to 
the BCUL, which will be the administrative agent for the 
credit unions. 

The BCUL will: 

- develop with the credit unions, including Holy 
Reedemer, a mechanism for system-wide allocation and 
disbursement, including the criteria for  redi it union and 
beneficiary participation in the project; 

- administer mortgages and loan contracts through its 
member credit unions; and 

- ma.ke repayments of principal and interest to the DFC. 
The credit unions will be the financial intermediary 

which deals directly with its member-beneficiary. As such 
the credit unions will: 

- verify the credit and income eligibility of the bene- 
ficiary; 

- arrange disbursements with the beneficiary; 
- inspect construction and veriEy work in place; 
- receive the monthly payments resulting from debt ser- 

vicing; and 
- forward monies to BCUL in a timely fashion. 
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I3r i v i lkc :  con trac:l:or!-~ wi. I l b e  ! ; c~ l . rx t -wl  by t h e  i n d i v i d u a l  
b e n e f i c i a r y  , who w i l l  b c  r e s p o n s i b l e  f o r  s e c u r i n g  a n y  n e c e s -  
s a r y  p e r m i t s  a n d  a g p r o v a l s .  

I n c o m e  f r o m  s u b l o a n  r e p a y m e n t s  b e y o n d  t h a t  n e e d e d  t o  se- 
c u r e  t h e  HG l o a n ,  as w e l l  a s  a n y  r e f l o w s  d u r i n g  t h e  g r a c e  
p e r i o d ,  w i l l  b e  r e l e n t  f o r  a d d i t i o n a l  home i m p r o v e m e n t  l o a n s  
b y  t h e  BCUL a n d  t h e  DFC. 

T h e  i n t e r e s t  ra te  t o  t h e  b e n e f i c i a r y  w i l l  l i k e l y  b e  
a b o u t  1 8 % .  T h i s  w i l l  c o v e r  t h e  c h a r g e s  by t h e  U . S .  i n v e s -  
t o r ,  A I D ' S  f e e s ,  a n d  a l l  i n t z r m e d i a t i o n  s p r e a d s .  The  DFC, 
a s  f i n a n c i a l  a g e n t  f o r  t h e  GOB, w i l l  c h a r g e  a 1 / 2 %  spread 
f o r  o n l e n d i n g  t o  t h e  BCUL a n d  s e r v i c i n g  t h e  l o a n  t o  t h e  M i n i -  
s t r y  o f  F i n a n c e .  The  BCUL w i l l  c h a r g e  1 / 2 %  f o r  o n l e n d i n g  t o  
i n d i v i d u a l  c r e d i t  u n i o n s  a n d  s e r v i c i n g  t h e  l o a n  t o  t h e  DFC. 
The  c r e d i t  u n i o n s  w i l l  c h a r g e  2 %  f o r  a d m i n i s t e r i n g  t h e  l o a n  
t o  i t s  member b e n e f i c i a r i e s .  The  DFC, a s  f i n a n c i a l  i n t e r m e -  
d i a r y  f o r  r u r a l  home i m p r o v e m e n t  l o a n s ,  w i l l  c h a r g e  2  1 / 2 %  
f o r  i t s  l o a n s  t o  r u r a l  b e n e f i c i a r i e s .  Apart f r o m  t h e  A I D  
f e e s ,  t h e  t o t a l  f i n a n c i a l  i n t e r m e d i a r y  s p r e a d  t o  t h e  b e n e f i -  
c i a r y  w i l l  b e  3 % .  

111. PROJECT ANALYSIS 

A .  A d m i n i s t r a t i v e  F e a s i b i l i t y  

1. D e v e l o p m e n t  F i n a . l c e  C o r p o r a t i o n  (DFC) . The  p r o -  
ject  d e s i q n  c a l l s  f o r  t h e  DFC t o  f u l f i l l  a d u a l  r o l e  as  t h e  
G O B ~ S  f i n a n c i a l  a g e n t  fot ,  t h e  MG a n d  as t h e  i m p l e m e n t i n g  i n -  
s t i t u t i o n  f o r  l e n d i n g  t o  f a r m  f a m i l i e s .  

The  DFC h a s  p r o c e s s e d  more t h a n  $ 1 5  m i l l i o n  o f  e x t e r n a l  
f u n d s  f o r  t h e  GOB a n d  t h e r e f o r e  s h o u l d  f i n d  i t s  role a s  
f i n a n c i a l  a g e n t  r o u t i n e  a n d  u n d e m a n d i n g .  The  DFC w i l l  
a r r a n g e  w i t h  t h e  p r i v a t e  U S  i n v e s t o r  f o r  d r a w d o w n s  a n d  l o a n  
r e p a y m e n t s ;  it w i l l  c h a n n e l  money t o  t h e  BCUL a g a i n s t  
p r e a r r a n g e d  d i s b u r s e m e n t  c r i t e r i a ;  a n d  it w i l l  r e c e i v e  
p a y m e n t s  f r o m  t h e  BCUL f o r  f o r w a r d i n g  t o  t h e  US i n v e s t o r .  

DFC a c t i v i t i e s  h a v e  c o n c e n t r a t e d  o n  t h e  a g r i c u l t u r a l  
sector ,  w h i c h  r e c e i v e d  E u l l y  53% o f  a l l  l o a n  a p p r o v a l s  f r o m  
1 9 7 3  t o  1 9 7 9 .  H o m e  i m p r o v e m e n t  l e n d i n g  f o r  r u r a l  h o u s e h o l d s  
is a n a t u r a l  c o m p l e m e n t  t o  i t s  a g r i c u l t u r a l  c r e d i t  a c t i v i -  
t i e s .  T h e  p r o j e c t  w i l l  be p r o m o t e d  by  t h e  D F C t s  p r e s e n t  
e x t e n s i o n  a n d  c redi t  s u p e r v i s i o n  s t , a E E .  Two c e n t r a l  o f f i c e  
s t a f f ,  loca ted  i n  B e l m o p a n ,  now h a v e  r e s p o n s i b i l i t y  Eor 
h o u s i n g  o p e r a t i o n s  a n d  w i l l  b e  r e s p o n s i b l e  f o r  o n - s i t e  
i n s p e c t i o n  o f  s u b l o a n  c o n s t r u c t i o n .  T h e y  w i l l  s u p p l e m e n t  
t h e  n o r m a l  e x t e n s i o n  s t a f f .  One a d d i t i o n a l  t e c h n i c a l  p e r s o n  
w i l l  b e  a d d e d  i f  i m p l e m e n t a t i o n  e x p e r i e n c e  s h o w s  t h i s  t o  b e  





The :;~nal.l popul,~t-. ion of Belize, t h e  r c l - a t i v c  s t a b i l i t y  
o f  n e i g h b o r h o o d s ,  a n d  t h e  e x t e n d e d  f a m i l y  t r a d i t i o n  p r o v i d e  
t h e  i d e a l  a m b i e n c e  Eor t h e  o p e r a t i o n  o f  9 good r r o d i . t  u n i o n  
s y s t e m .  The cornbinat- . ion o f  a c a d r e  o f  f ' u l  l - t i m e  p s i d  s t a f f  
a n d  v o l u n t e e r  i n p u t s  f rom t h e  m e m b e r s h i p  p r o d u c e s  a f i n a n -  
c i a l l y  v i a b l e  o p e r a t i o n  t h a t  s t i l l  h a s  t h e  p e r s o n a l  t o u c h .  

A d m i n i s t r a t i v e l y ,  t h e  p r o j e c t  i n  q u e s t i o n  w i l l  n o t  a s k  
t h e  c redi t  u n i o n s  t o  d o  a n y t h i n g  t h a t  t h e y  are n o t  a l r e a d y  
d o i n g .  V i s i t s  t o  T e a c h e r s ,  W e s l e y ,  S t .  J o h n s ,  C i v i l  
S e r v i c e ,  M e s o p o t a m i a  a n d  Holy  Redeemer  c r e d i t  u n i o n s  r e v e a l  
e s s e n t i a l l y  t h e  same p a t t e r n  f o r  p r o c e s s i n g  home i m p r o v e m e n t  
l o a n s .  The a p p l i c a n t  s u b m i t s  a p l a n  a p p r o v e d  by  t h e  D e p a r t -  
m e n t  o f  H o u s i n g  a n d  Town P l a n n i n g  or t h e  Town B o a r d  i n  t h o s e  
u r b a n  areas w h e r e  t h e  D e p a r t m e n t  is n o t  r e p r e s e n t e d ,  a n d  a 
b u d g e t  d r a w n  u p  by a c o n t r a c t o r .  C o n t r a c t o r s  are  known t o  
t h e  c red i t  c o m m i t t e e .  C o l l a t e r a l  r e q u i r e m e n t s  c a n  b e  a n  
a p p r o p r i a t e  c o m b i n a t i o n  o f  p l e d g e d  s h a r e s ,  a c o s i g n e r ,  a n d  a 
m o r t g a g e  o n  t h e  p r o p e r t y .  

I f  t h e  c redi t  u .n ion d o e s  n o t  h a v e  i n - h o u s e  t e c h n i c a l  
c o m p e t e n c e  t o  i n s p e c t  work i n  p r o g r e s s ,  t o  v e r i f y  t h e  q u a l i -  
t y  o f  t h e  w o r k m a n s h i p ,  a n d  to  j u d g e  t h e  t e c h n i c a l  a p p r o -  
p r i a t e n e s s  o f  t h e  s o l u t i o n ,  i t  r e a d i l y  a r r a n g e s  f o r  t h o s e  
s e r v i c e s  on a f e e  b a s i s .  D i s b u r s e m e n t s ,  e x c e p t  i n  t h e  case 
o f  m i n o r  i m p r o v e m e n t s ,  a re  p a r t i a l  a n d  are b a s e d  o n  a sa t i s -  
f a c t o r y  v e r i f i c a t i o n  o f  t h e  v a l u e  o f  work i n  place. 

The a d d i t i o n a l  vo lume o f  a c t i v i t y  f o r  a n y  s i n g l e  c r e d i t  
u n i o n  as a r e s u l t  o f  t h i s  p r o j e c t  is  t o o  small t o  r e q u i r e  
a d d i t i o n a l  s t a f f .  The p r o c e d u r e s  are  i n  p l a c e .  What t h i s  
p r o j e c t  w i l l  p r o v i d e  is  t h e  a d d i t i o n a l  c a p i t a l  t o  meet more  
o f  t h e  e x i s t i n g  demand f o r  home i m p r o v e m e n t  money. I t  d o e s  
n o t  r e p r e s e n t  a n y  new o r  u n t e s t e d  s e r v i c e  f o r  t h e  m e m b e r s h i p  
o r  t h e  s t a f f .  

B. Economic  A n a l y s i s  

1. The C u r r e n t  Economic  s i t u a t i o n . '  A f t e r  a 
s t r o n g  g r o w t h  p e r f o r m a n c e  i n  t h e  e a r l y  a n d  m i d - 1 9 7 0 s ,  
a v e r a g i n g  5% a y e a r ,  e c o n o m i c  e x p a n s i o n  h a s  s l o w e d  d u r i n g  
t h e  p a s t  3 y e a r s .  Real GDP g r e w  1% i n  1 9 8 1 ,  f o l l o w i n g  a n  
a v e r a g e  i n c r e a s e  o f  a b o u t  2 %  i n  e a c h  o f  t h e  t w o  p r e v i o u s  
y e a r s .  The s lowdown i n  e c o n o m i c  g r o w t h  was l a r g e l y  a r e s u l t  
o f  p o o r  a g r i c u l t u r a l  p e r f o r m a n c e  a n d  s t a g n a t i o n  o f  t h e  manu- 
f a c t u r i n g  sector.  E x p o r t s  a n d  t h e  c o n s t r u c t i o n ,  s e r v i c e s ,  
a n d  t o u r i s m  sectors, on t h e  o t h e r  h a n d ,  e x p a n d e d  somewhat  
d u r i n g  1 9 8 1 .  

The medium a n d  l o n g - t e r m  d e v e l o p m e n t  oE B e l i z e  r e q u i r e s  
t h a t  t h e  c o u n t r y  r e a l i z e  i t s  p o t e n t i a l  i n  a g r i c u l t u r e ,  f i s h -  
i n g ,  l i g h t  i n d u s t r y ,  a n d  t o u r i s m .  I n  o r d e r  t o  e x p l o i t  i ts 
n a t u r a l  r e s o u r c e s ,  t h e  Government  s h o u l d  p r o m o t e  p r i v a t e  



investment and attract agricultural settlers snd skilled man- 
power into Belize. 

There is a shortage of managers and skilled labor in 
Belize. It will be difficult to change this situation in 
the short run because of the rudimentary state of social in- 
frastructure and a lack of training facilities in the coun- 
try. The Government is trying to ease the situation by pro- 
viding student loans; by upgrading housing, electricity, and 
water facilities; and by making it easy to obtain work per- 
mits. 

Officially the Government encourages the private 
sector, both domestic and foreign, to participate fully in 
the development of Belize. The Government feels that its re- 
sponsibilities towards the private sector include establish- 
ing a good bureaucracy, regulating prices, granting tax con- 
cessions to appropriate industries, providing infrastruc- 
ture, and setting up businesses which are viewed as desir- 
able but unattractive to the private sector. 

Public sector investment amounted to $26 million in 
1981, about 13% of GDP. This compared favorably with the 
previous year. However, it reflected primarily good disbur- 
sements on previous large commitments since only a few major 
new projects have been started. New projects must be under- 
taken soon if this level of investment is to be maintained. 

The success of the Government in implementing future 
investment programs will depend on its ability to increase 
public savings, to obtain additional external resources, and 
to improve the process of monitoring projects in both 
physical and financial terms. 

The total financing requirements for the 1982-85 
investment program are estimated at $171.2 million, 
including external amortization of $4.3 million. These 
requirements are projected to be met by: (a) public sector 
savings of $22 million, 12.5% of the total; (b) external in- 
flows of $121 million, 70.6%*and (c) other domestic 
sources, mainly net domestic' borrowing, amounting to $29 mil- 
lion, 16.9% of the total. 

- The external financing can come from three different 
sources: (i) specific project allocation of the UK indepen- 
dence grant/loan of $22 million; (ii new co~nrnitments from 
traditional donors/lenders and (iii) external borrowing on 
conventional terms. Specific sources Eor the external finan- 
cing still are unidentified to a large extent; but if the 
projected public investment is realized and appropriate mone- 
tary and fiscal policies are continued, the economy is 
expected to return to an annual growth rate of 5% by 1985. 



2 .  -.-- C r e d i t w o r t h i n e s s .  --- 'Ithe o u t s  t a n d  i n q  a n d  d i s b u r s e d  
pub1.i.c and pub1 ic1 .y  g u a r a n t e e d  e x t e r n a l  d e b t  a s  o f  t h e  e n d  
of 1 9 8 1  w a s  e s t ima ted  a t  a b o u t  $ 5 5 . 0  m i l l i o n ,  a r  30% o f  GDP. 
However ,  d u e  t o  t h e  m a t u r i n g  s t r u c t u r e  a n d  c o n c : e s s i o n a l i t y  
o f  m o s t  l o a n s ,  t h e  d e b t - s e r v i c e  r a t i o  o n  e x i s t i n g  deb t  dc- 
c o u n t s  f o r  less t h a n  2 8  o E  b o t h  e x p o r t  e a r n i n g s  a n d  GDP a n d  
is projected t o  r e m a i n  a t  t h i s  l o w  l e v e l  d u r i n g  t h e  c o m i n g  
y e a r s .  The  p r o p o s e d  l o a n  w o u l d  a d d  a b o u t  O.0l.B t o  t h e  
a n n u a l  d e b t - s e r v i c e  r i i t i o n .  

T h e  M i n i s t r y  o f  F i n a n c e  r e c o g n i z e s  [:hat s h e l t e r  i n v e s t -  
m e n t s ,  a ' .  t h o u g h  f u l l y  r e c o v e r e d ,  do n o t  p r o d u c e  f o r e i g n  
e x c h a n g z  w i t h  w h i c h  t o  s e r v i c e  t h e  HG l o a n ;  h u t  i t  c o r r e c t l y  
j u d g e s  c h a t ,  s i n c e  t h e  s c h e d u l e d  r e p a y m e n t s  are  r e l a t i v e l y  
s m a l l  b e c a u s e  o f  tile r e l a t i v e l y  l o n g  HG m a t u r i t y ,  t h e  
f o r e i g n  e x c h a n g e  r e q u i r e m e n t s  c a n  e a s i l y  b e  p r o g r a m m e d .  

I f  t h e  G o v e r n m e n t  c o n t i n u e s  t o  p u r s u e  p r u d e n t  e c o n o m i c  
a n d  f i s c a l  p o l i c i e s ,  B e l i z e  c a n  b e  c o n s i d e r e d  t o  b e  c r e d i t -  
w o r t h y  f o r  b o r r o w i n g  o n  c o n v e n t i o n a l  terms. 

3 .  E c o n o m i c  V i a b i l i t y .  T h e  p r o p o s e d  l o a n  estab-  
l i s h e s  l i n e s  o f  c red i t  to  f i n a n c e  a v a r i e t y  o f  home i m -  
p r o v e m e n t s .  T h e r e  a re  n o  s p e c i f i c  s u b p r o j e c t s  w h i c h  c a n  b e  
a n a l y z e d  b e f o r e  t h e  p r o j e c t  b e g i n s .  I n  o r d e r  t o  c a l c u l a t e  
a n  i n t e r n a l  e c o n o m i c  ra te  o f  r e t u r n  ( I E R R )  o n  t h e  p ro jec t ,  
o n e  w o u l d  h a v e  t o  know t h e  m i x  o f  s u b p r o j e c t s  t o  b e  f i n a n c e d  
f o r  e a c h  t y p e  o f  home i m p r o v e m e n t ;  t h e  d e t a i l e d  f i n a n c i a l  
costs f o r  e a c h  s u b p r o j e c t ;  t h e  a d j u s t m e n t s  r e q u i r e d  t o  c o n -  
v e r t  f i n a n c i a l  costs i n t o  e c o n o m i c  costs;  a n d  t h e  stream of 
e c o n o m i c  b e n e f i t s .  S i n c e  t h e s e  da ta  are  u n k n o w a b l e  ex  
a n t e ,  o n e  u s u a l l y  f o r e g o e s  t h e  IEKR e x e r c i s e  f o r  l i n e s - o f -  
c r e d i t  l o a n s  l i k e  a HG. 

N e v e r t h e l e s s ,  t h e  c o m p a r i s o n  b e t w e e n  e c o n o m i c  a n d  f i n a n -  
c i a l  c o s t s  a n d  b e n e f i t s  e s t a b l i s h e s  a p r e s u m p t i o n  t h a t  t h e  
I E R R  o n  s u b p r o j e c t s  w i l l  e x c e e d  t h e  o p p o r t u n i t y  cost  of capi-  
t a l  a n d  t h a t  t h e  project  t h e r e f o r e  w i l l  make  B e l i z e  better 
o f f  w i t h  t h a n  w i t h l ~ u t  t h e  project  e v e n  w i t h o u t  a t t e m p t i n g  t o  
q u a n t i E y  t h e  . m p o r t a n t ,  l o n g e r - t e r m  e c o n o m i c  a n d  s o c i a l  b e n e -  
f i t s  o f  T.A. ~ n  m o d i f y i n g  po l i c i e s .  

T h e  HG f u n d s  w i l l  b e  l e n t  a t  a m a r k e t  ra te  w h i c h  pro- 
v i d e s  f o r  f u l l  c o s t  r e c o v e r y .  E a c h  s u b p r o j e c t  w i l l  h a v e  a 
p h y s i c a l  p l a n  a n d  a b u d g e t  w h i c h  m u s t  b e  a p p r o v e d .  W h i l e  
t h i s  does n o t  g u a r a n t e e  t h a t  t h e  s u b p r o j e c t  w i l l  b e  u n d e r -  
t a k e n  a t  l e a s t  c o s t ,  i t  does p r o v i d e  some r e a s s u r a n c e  t h a t  
t h e  f i n a n c i a l  costs w i l l .  n o t  b e  g r o s s l y  i n f l a t e d .  The  i n t e r -  
n a l  f i n a n c i a l  ra te  o f  r e t u r n  (IFHR) o n  s u b p r o j e c t s  is accept- 
a b l e  t o  b o t h  borrower a n d  l e , ? d e r  s i n c e  s u b l o a n s  are j u d g e d  
by  t h e m  t o  b e  m u t u a J . l y  b e n e f i c i a l .  

The  IERR w i l l  b e  h i g h e r  t h a n  t h e  I F R H  f o r  t w o  r e a s o n s :  



a. 9 0 %  oC con.rt:ruct i o n  1ni1b.qr ia1.s  a r e  i r n p o r t e d  a n d  
hear  a 30% i .mpor t  d u t y .  'I'hc? i m p o r t  d u t y  ir ;  n o t  a n  e c o n o m i c  
c o s t .  A b o u t  608  o f  t h e  cost  o f  a t y p i c a l  home i m p r o v e m e n t  
i s  t .he cost  o f  mater ia ls .  T h e  i m p o r t  d u t y  c o n s e q u e n t i a l l y  
raises t h e  E i n a n c i 9 1  cost o f  t h e  home i m p r o v e m e n t  t o  1 1 6 %  o f  
i t s  e c o n o m i c  cos t .  

b. T h e  e f f e c t i v e  demand f o r  home improvemen t ,  
l o a n s  a t  1 8 %  e x c e e d s  t h e  HG r e s o u r c e s .  ( S e e  S e c t i o n  
1 1 1 - C - 1 . )  T h i s  u n r e q u i t e d  demand  i n d i c a t e s  t h a t  t h e  s u p p l y  
o f  f u n d s  c o u l d  b e  l e n t  a t  a h i g h e r  i n t e r e s t  ra te .  T h e  d i f -  
f e r e n c e  b e t w e e n  t h e  m a r k e t - c l e a r  i n g  ra te  a n d  t h e  e s t i m a t e d  
1 8 %  (maximum) t o  b e  c h a r g e d  t h e  b e n e f i c i a r y  is a m e a s u r e  o f  
t h e  e x c e s s  o f  e c o n o m i c  b e n e f i t s  o v e r  f i n a n c i a l  b e n e f i t s .  
C o m m e r c i a l  b a n k s  c u r r e n t l y  l e n d  t o  h i g h e r - i n c o m e  f a m i l i e s  a t  
20-22% f o r  home i m p r o v e m e n t s .  E c o n o m i c  b e n e f i t ?  c o n s e q u e n -  
t i a l l y  a r e  1 1 - 2 2 %  more t h a n  f i n a n c i a l  b e n e f i t s .  

I n  sum,  f i n a n c i a l  costs a r e  a b o u t  1 6 %  g r e a t e r  t h a n  
e c o n o m i c  costs a n d  e c o n o m i c  b e n e f i t s  a r e ,  s a y ,  1 5 %  h i g h e r  
t h a n  f i n a n c i a l  b e n e f i t s .  P r e s e n t  i n f l a t i o n  rates oE a n  est i-  
m a t e d  1 5 %  a n d  m a r k e t  i n t e r e s t  ra tes  o f  20-22% s u g g e s t  a n  
o p p o r t u n i t y  cost  o f  c a p i t a l  o f  a b o u t  6 % .  

The  IERR w o u l d  b e  a b o u t  t w o  t h i r d s  h i g h e r  t h a n  t h e  IFRR 
f o r  a home i m p r o v e m e n t  w i t h  a 6 - y e a r  u s e f u l  l i f e .  

C.  F i n a n c i a l  A n a l y s i s  

1. E f f e c t i v e  Demand f o r  Home I m p r o v e m e n t  L o a n s .  The  
best a v a i l a b l e  e v i d e n c e  r e g a r d i n g  t h e  e x t e n t  o f  e f f e c t i v e  de- 
mand Eor home i m p r o v e m e n t  l o a n s  is:  ( a )  How much c r e d i t  
u n i o n s  now a re  l e n d i n g  ( 1 2 % )  f o r  home i m p r o v e m e n t  l o a n s ;  ( b )  
t h e  o p i n i o n  of c r e d j t  u n i o n  o f f i c e r s  r e g a r d i n g  t h e  demand a t  
a h i g h e r  ( 1 8 % )  i n t e r e s t  r a te ;  a n d  ( c )  t h e  logic  o f  t h e  price- 
- e l a s t i c i t y  o f  demand .  

a .  I t  i s  e s t i m a t e d  t h a t  t h e  c r e d i t  u n i o n s  i n  1 9 8 1  
l e n t  a b o u t  $ 8 4 0 , 0 0 0  f o r  home i m p r o v e m e n t s .  T h i s  es t imate  is 
based o n  a s u r v e y  OF 8  o f  t h e  2 2  c r ed i t  u n i o n  members  o f  t h e  
BCUL w h i c h  t o g e t h e r  a c c o u n t e d  Eor 6 8 8  o f  BCUL member l o a n  
p o r t f o l i o s  a n d  a n  a n a l y s i s  o f  t h e  H o l y  R e d e e m e r  A n n u a l  

, R e p o r t  f o r  1 9 8 1 .  I f  t h e  FIG l o a n  w e r e  d i s b u r s e d  o v e r  a 
2 - y e a r  p e r i o d ,  i t  w o u l d  a m o u n t  t o  a 4 %  i n c r e a s e  i n  n o m i n a l  
terms o v e r  t h e  1 9 8 1  l e v e l  o f  l e n d i n g  f o r  home i m p r o v e m e n t s ,  
less t h a n  now is b e i n g  l e n t  i n  r e a l  terms. 

b. C r e d i t  u n i o n  o f  E i c i a 1 . s  w i t h o u t  e x c e p t i o n  
s t a t e d  t h a t  t h e y  c o u l d  h a v e  l e n t  much more ( 2 - 3  times a s  
much)  i f  t h e y  h a d  h a d  s u f f i c i e n t  r e s o u r c e s .  S t .  J o h n s  
C r e d i t  U n i o n ,  f o r  h a d  o v e r  1 0 0  a p p l i c a t i o n s  f o r  
home i m p r o v e m e n t  l o i s n s .  T h e y  g r a n t e d  38  l o a n s .  Home 
i m p r o v e m e n t  l o a n s  a m o u n t e d  t o  2 4 . 0 %  o f  t h e  t o t a l  l o a n s  
a p p r o v e d  b y  t h e  Ho1.y Redeemer c r e d i t  committee. The  comrit- 



tee was r e l u c t a n t  t o  c o n c e n t r a t e  more o f  i t s  l e n d i n g  i n  home 
i m p r o v e m e n t s  a t  t h e  e x g e n s e  o f  l e n d i n g  f o r  o t h e r  p u r p o s e s  t o  
i t s  members ;  b u t  t h e  d e m a n d ,  i t  s a y s ,  was t h e r e .  

T h e  c r ed i t  u n i o n s  a l s o  h a d  t o  r a t i o n  t h e  s i z e  oE home 
i m p r o v e m e n t  l o a n s .  T h e  a v e r a g e  home i m p r o v e m e n t  l o a n  made 
b y  BCUL members  w a s  $ 5 0 9 ;  b y  t h e  H o l y  Redeemer C r e d i t  U n i o n ,  
$ 2 9 4 .  T h e  HG l o a n  w i l l  make  it  p o s s i b l e  t o  g r a n t  l a r g e r  
l o a n s  a s  w e l l  as a larger  number  oE l o a n s .  

c .  W i t h o u t  e x c e p t i o n ,  credi t  u n i o n  o f f i c i a l s  a l s o  
v o i c e d  t h e i r  c o n v i c t i o n  t h a t  b e n e f i c i a r i e s  w o u l d  h e  e a g e r  t o  
b o r r o w  a t  1 8 % .  T h e  l o g i c  o f  t h i s  is p e r s u a s i v e .  I n t e r e s t  
rates h a v e  less impact o n  m o n t h l y  p a y m e n t s  f o r  s h o r t  amorti- 
z 3 t i o n  p e r i o d s .  The  mon th1.y p a y m e n t  f o r  p r i n c i p a l  a n d  
i n t ? r e s t ,  f o r  e x a m p l e ,  o n  a l o a n  oE 1 , 0 0 0  w o u l d  b e :  

M o n t h s  -- 
1 2  

1 8 %  - % i n c .  i n  PMT 
9 1 . 6 8  3 .19  

T h e  p o t e n t i a l  b o r r o w e r  h a s  t h e  o p t i o n  o f  b o r r o w i n g  a t  
18% or  n o t  b e i n g  ab le  t o  b o r r o w  a t  a l l .  F o r  a 24-month  l o a n  
o f  1 , 0 0 0 ,  h e  w o u l d  p a y  $ 2 . 8 5  more p e r  m o n t h  a t  1 8 %  c o m p a r e d  
t o  1 2 % .  A l t e r n a t i v e l y ,  h e  c o u l d  a m o r t i  z e  t h e  l o a n  i n  2 6  
m o n t h s  a t  18% i n s t e a d  o f  24  m o n t h s  a t  1 2 % .  'In f a c t ,  t h e  
b e n e f i c i a r y  c a n  t a i l o r  h i s  m o n t h l y  p a y m e n t s  t o  E i t  h i s  own 
b u d g e t ,  t r a d i n g  o f f  a b s o l u t e l y  l o w e r  m o n t h l y  p a y m e n t s  f o r  a 
l o n g e r  a m o r t i z a t i o n  p e r i o d  t h a n  now is p o s s i b l e .  

I n  sum,  t h e  l o g i c  s u g g e s t s  t h a t  c r e d i t  u n i o n  o f  Eic ia ls  
are  correct i n  t h i n k i n g  t h a t  e E E e c t i v e  demand  is r e l a t i v e l y  
i n s e n s i t i v e  t o  i n t e r e s t  r a t e  d i f f e r e n t i a l s  i n  t h e  s h o r t  r u n .  

2 .  F i n a n c i a l  I m p l i c a t i o n s .  The  f i n a n c i a l  i n t e r m e -  
d i a r i e s  ( F I s )  w i l l  h a v e  n o  c a s h - f l o w  p r o b l e m s .  T h e  b e n e f i -  
c i a r y  p a y s  a n  i n t e r e s t  r a te ,  s a y  1 8 %  p . a . ,  w h i c h  f u l l y  
c o v e r s  t h e  cost o f  s e r v i c i n g  t h e  HG l o a n  as w e l l  a s  a l l  
i n t e r m e d i a t i o n  costs .  The  F I s  ( t h e  D F C ,  t h e  BCUL, a n d  t h e  
c r e d i t  u n i o n s )  h a v e  r e p a y m e n t s  oE p r i n c i p a l  a n d  i n t e r e s t  o n  
r e l a t i v e l y  s h o r t - t e r z  s u b l o a n s  d u r i n g  t h e  HG g r a c e  p e r i o d ,  
w h i c h  f u r n i s h  f u n d s  Eor new r o u n d s  o f  l e n d i n g  aEter s e r v i c -  
i n g  t h e  HG l o a n .  

W i t h  a p p r o p r i a t e  t e c h n i c a l  a s s i s t a n c e  f o r  m a n a g i n g  t h e  
r e f l o w s ,  t h e  F I s  w i l l  be a b l e  t o  l e n d  l a r g e r  a n d  1 . a r g e r  
a m o u n t s  f o r  home i m p r o v e m e n t s .  The  c a l c u l a t i o n s  s h o w  t h a t  
t h e  a .nnua1  v o l u m e  o f  l e n d i n g  w o u l d  r e a c h  $ 1 . 0  m i l l i o n  i n  
y e a r  1 3  a n d  e x c e e d  $ 3 . 3  m i l l i o n  i n  y e a r  22 .  (See Annex 1 0 . )  

3 .  Summary F i n a n c i a l  p l a n  ( $ 0 0 0 ~ )  - 



HG Loan 
1983 --- 1984 Total 
R O O  1,200 2.000 

Technical Assistance 222 178 400 
Total 1,022 1,378 2,400 

D. Social Analysis 

The proposed project responds to a socisl need in a 
manner that is compatible with the social values and exist- 
ing activities of below-median income households in Belize. 
It augments the resources of a working grassroots financial 
system, ensures an equitable and verifiable distribution of 
HG resources, and will be well received by the target popu- 
lation. 

Women will have unimpaired access to the home improve- 
ment ioans as heads of household, owners of houses, and as 
active members of the credit unions. 

The benefits of home improvement are numerous. They en- 
courage the stability and participation of the family in the 
maintenance of the house, improve sanitation and safety, and 
upgrade the neighborhood. 

The timing of the project is appropriate. Since inde- 
pendence in September 1981, Belizeans have had high expec- 
tations for improvement. The construction of the water- 
sewer system reinforces their aspirations and will encourage 
home improvement plans. 

1. Motivation for Chanqe. 

a. Tarqet Group. Aspirations for a better way 
of life are widespread throughout Belize. arqell edu- 
cated, with an adult literacy rate of almost 90%. A televi- 
sion station that broadcasts WGN-TV news from Chicago, Rad- 
io Belize, and a press that i.s completely free from censor- 
ship have alerted Belizeans to the joys of consumerism. 

Belizeans are not a homogeneous people. The population 
includes Mayans, Latins, Creoles, Europeans and Asians. 
About a third of the population is of mixed racial and 
cultural descent. 

Regardless of ethnic background, the extended family is 
an important factor in the decisions made by individuals. 
The small-town quality of the entire country is reflected in 
wide interest in the activities of other people in the commu- 
nity and in a desire to improve living conditions. 

The rate of emigration to the united States and other 
affluent countries is high. Remittances comprise an impor- 
tant contribution to household income and reinforce the com- 



mitment of family ties between Beli.zeanz at home and over- 
seas. 

b. -- Participating Institutions. Membership in 
credit unions is widespread throughout Belize, especially 
among families of median and lower income. Credit unions 
serve groups of people who are related through bonds of 
religion, occupation or neighborhood affiliation. Members 
~ o o l  savings and extend lo-ins among themselves. A n  elected 
commi ttee of ones peers determines eligibility for loans 
based on an assessmont of character and repayment record. 

Women are particularly active in credit unions, most of 
which are managed by women. In Belize City this reflects 
the high incidence oE households headed by women in a Creole 
society that is essentia1.l~ matriarchal. 

The small scale oE Belizean society and the day-to-day 
involvement of credit unions in the provision of financial 
counsel to lower income households create a strong sense of 
personal accountability among members. The repayment of 
loans is a high priority i n  the management of household 
finances. 

Belizeans of median and lower income rely on the credit 
unions for all types of non-commercial loans. Credit union 
officers emphasize thelr desire and obligation to provide 
service to tneir members. They say that lending is limited 
only by the shortage of fur.ds. 

2. - Living Conditions and Household Income. The 
~nediar, annual household income is estimated to be about 
$3,500. Belizeans are relatively well off compared to other 
countries in the region. However, since income includes 
remittances from family members overseas, monthly household 
income is not dependable. Open unemployment has been esti- 
mated to be as high as 40% in Belize City. Remittances 
fluctuate with the economy of the United States. Credit 
unions buffer the shocks oE fluctations in income as well as 
constituting the target group's "bank. " Membership in 
credit unions is also nationwide. 

There is a serious need for housing improvement and 
expansion in the congested neighborhoods of Belize City 
because oE overcrowding. The average household size is 7-9 
people, significantly higher than the national average of 
about 5. In some areas of Belize City, doubling and tripl- 
ing of households in a house originally built for one family 
compounds the congestion. 

Tn secondary towns and rural areas more land is avail- 
able, the houses are farther apart, and household size is 
smal.ler. There the need for housing improvement is Less dra- 



matic. N o n e t h e l e s s ,  h o u s e h o l d s  t h r o u g h o u t  t h e  c o u n t r y  n e e d  
f i n a n c i a l  a s s i s t a n c e  t o  i m p r o v e  a n d  e x p a n d  t h e i r  d w e l l i n g s .  

L a c k  o f  a c e n t r a l  w a t e r  o r  s e w e r a g e  s y s t e m  i n  c i t i e s  
a n d  t o w n s  h a s  r e s u l t e d  i n  d i s p o s a l  practices t h a t  are 
u n s i g h t l y  a n d  u n s a n i t a r y .  I n  t h e  c o n g e s t e d  n e i g h b o r h o o d s  o f  
B e l i z e  C i t y ,  water f o r  h o u s e h o l d  u s e  is t a k e n  f r o m  p u b l i c  
s t a n d p i p e s  a n d  human waste is  dumped i n t o  d r a i n a g e  c a n a l s .  
The  CIDA-f i n a n c e d  w a t e r  a n d  s e w e r a g e  p r o j e c t  s h o u l d  i m p r o v e  
t h i s  s i t u a t i o n  i n  B e l i z e  C i t y  w i t h i n  t h e  p r e s e n t  d e c a d e  by 
e s t a b l i s h i n g  a c e n t r a l  s y s t e m  t o  w h i c h  h o u s e h o l d s  c a n  
c o n n e c t .  ( T h e  CIDA p r o j e c t  d o e s  n o t  E i n a n c e  h o u s e h o l d  
c o n n e c t i o n s .  1 

T h e  g r e a t e s t  c o n c e n t r a t i o n  o f  n e e d  a n d  demand  is i n  
B e l i z e  C i t y .  A t  t h e  same t i m e ,  t h e  g r e a t e s t  o p p o r t u n i t y  f o r  
i m p r o v e m e n t  i s  t h e r e  too, b e c a u s e  o f  t h e  CIDA w a t e r  a n d  
s e w e r  p r o j e c t .  A d e s c r i p t i o n  o f  M e s o p o t a m i a ,  a poor n e i g h -  
b o r h o o d  i n  s o u t h  B e l i z e  C i t y ,  is i n  t h e  Social S o u n d n e s s  
A n a l y s i s .  ( S e e  Annex 11 " S o c i a l  S o u n d n e s s  A n a l y s i s " . )  

A p o s s i b l e  c o n s t r a i n t  t o  t h e  a p p l i c a t i o n  f o r  home 
i m p r o v e m e n t  l o a n s  is t h e  h i g h  p e r c e n t a g e  o f  h o u s i n g  o c c u p i e d  
by  r e n t e r s .  A n a l y s i s  o f  a r a n d o m  s a m p l e  o f  q u e s t i o n n a i r e s  
c o l l e c t e d  i n  a h o u s e - t o - h o u s e  s u r v e y  i n  t h e  Mesopotamia 
n e i g h b o r h o o d  o f  B e l i z e  C i t y  s u g g e s t s  t h a t  more t h a n  h a l f  t h e  
r e s i d e n t s  r e n t .  R e n t a l  a g r e e m e n t s  are g e n e r a l l y  made  
b e t w e e n  p e o p l e  who a re  related b y  f a m i l y  t ies  ar f r i e n d s h i p .  
O w n e r s  r a r e l y  r e n t  t o  s t r a n g e r s .  T h e  h i g h  d e g r e e  o f  p e r s o n -  
a l  c o n t a c t  a n d  a c c o u n t a b i l i t y  s u g g e s t s  t h a t  o w n e r s  w i l l  
a c c e p t  t h e  o p p o r t u n i t y  t o  i m p r o v e  r e n t a l  h o u s i n g .  

Impact o f  t h e  HG 

a .  B e n e f i t s .  T h e  p r o p o s e d  h o u s i n g  p r o g r a m  
r e s p o n d s  t o  a n e e d  a n d  demand f o r  home i m p r o v e m e n t s  , o f f e r -  
i n g  l o a n s  t h r o u g h  t h e  c r e d i t  u n i o n s  s y s t e m ,  w h i c h  is  t h e  
p r i n c i p a l  s o u r c e  o f  c r e d i t  f o r  m e d i a n  a n d  b e l o w - m e d i a n  
i n c o m e  h o u s e h o l d s .  T h e  p r i n c i p a l  b e n e f i t s  are: 

o  The  i n c r e a s e d  p o s s i b i l i t y  o f  g e t t i n g  a l o a n  w i l l  
e n c o u r a g e  h o u s e h o l d s  t o  s a v e  b e c a u s e  c r e d i t  u n i o n  s a v i n g s  
a re  r e q u i r e d  t o  q u a l i f y  f o r  a l o a n .  

o  I n c r e a s e d  c o n s t r u c t i o n  w i l l  i n c r e a s e  e m p l o y m e n t  
o p p o r t u n i t i e s  f o r  l a b o r e r s  a n d  c r a f t s m e n .  

o  The  i n s t a l l a t i o n  o f  p l u m b i n g  t o  c o n n e c t  t o  t h e  
new water a n d  s e w e r a g e  s y s t e m  w i l l  i m p r c v e  s a n i t a t i o n  i n  c o n -  
g e s t e d  n e i g h b o r h o o d s .  

o  The  r e p a i r  o f  s t r u c t u r a l  d e f e c t s  w i l l  r e s u l t  i n  
s a f e r  h o u s e h o l d s  a n d  f e w e r  h o u s e h o l d  a c c i d e n t s .  



o Home improvement and expansion will help to 
satisfy aspirations for better shelter and a better way of 
life, mitigating major causes of dissatisfaction and high 
rates of emigration. 

b. Spread Effects. The principal spread 
effects of the project are: 

o Credit unions will be strengthened by the availa- 
bility of more resources. This will encourage the use of 
credit unions and increase membership. 

o Home improvement often is visible from the 
street. In a society of small size and personal contact, 
changes and additions to a house soon become known. Since 
these changes result in an improved quality of life, 
interest in home improvement grows. The improvement of one 
house on a street can lead to the upgrading of other houses 
and of an entire neighborhood. This kind of spread effect 
can change the cultural perceptions which currently contri- 
bute to poor maintenance. 

o Improved plumbing will improve health and 
decrease the spread of disease. Tropical illnesses are debi- 
litating. An improvement in sanitation and health will 
result in a more productive population. 

E. Technical Feasibility 

1. Project Delivery Process. Once the four establi- 
shing contracts are executed, the funds will flow in the 
f 01 lowing manner ( see Diagram 1 ) : 

a. From the U.S. investor to the Government of 
Belize. 

b. The Monetary Authority, as fiscal agent for 
the GOB, receives the U. S. Dollars and makes Belize dollars 
available to the DFC, ..hich acts in its capacity of finan- 
cial agent of the GOB for this project. 

c. In accordance with contractually established 
criteria, DFC passes the money to the BCUL for utilization 
by the individual Credit Unions. 

d. In accordance with contractuaily established 
criteria, BCUL on-lends to the individual credit unions and 
will act as an administrative agent for loans. 

e. Credit unions, utilizing in-place procedures 
for establishing eligibility and creditworthiness, will work 
out the details of the loan with the individual below-median 
family income beneficiary. 



E .  DFC, in i t-.s capac: i t y  a u  i.mplr?rnc?n t ing agency, 
will promote and process the loans to its below-median fami- 
ly income agricultural constituency. 

g. Beneficiary will: 

(1) If the planned modification does not 
involve structural modiEication or expansion of the floor 
space, obtain a budget estimate from a contractor. 

(2) If the home improvement does involve 
structural modification and/or expansion of the floor space, 
will submit a plan for the approval of the Department of 
Housing and Town Planning or the Town Board. A written bud- 
get estimate must accompany the approved plans. 

( 3 )  Take the approved plan and written esti- 
mate to the credit union where loan is finalized and dis- 
bursement procedures establi.,hed. 

( 4 )  Initiate construction. Disbursements 
usually will follow a pattern of up-Eront disbursement to 
commence, partial payments at previously established mile- 
stones, and final payment upon completion. 

( 5 )  Will submit to periodic credit union in- 
spections to verify the utilization of funds and compliance 
with the approved plans. 

(6) Repay the loan to the credit union 6ocor- 
ding to the agreed terms. 

h. Credit union repays its loan to the RCUL. 

i. RCUL forwards required amount to the DFC for 
payment to the U.S. investor i n  accordance with the Loan 
Agreement. Reflows are then recycled back through the 
credit union system to finance additional home improvements. 

j. DFC, in its capacity as the GOB'S Einancial 
agent, receives funds from the RCUL and from its own home- 
improvement lending with the farm community and arranges the 
transfer oE these funds to the U. S. investor. 

2. Construction Sector Capacity. Construction 
sector capacity will not be strained by the proposed 
project. 

a. Structure of the Sector. ---.a The construction 
sector consists of the private and public formal sector and 
the informal sector. The private Eormal sector operates 
almost exclusively on a custom, one-uni t-at--a-time basis in 



p e r s o n a l  n e 1 3 o t i a t i o n s  b e t w e e n  t h e  p r o s p e c t i v e  o w n e r  a n d  t h e  
c o n  t rac tor .  P r o s p e c t i v e  home-owner s  t y p i c a l l y  c o n  t r ac t  f o r  
t h e  c o n s t r u c t i o n  o f  c o m p l e t e  u n i t s ,  e v e n  Eor t h e  l o w e s t  cost  
h o u s e s .  T h e r e  is l i t t l e  t r a d i t i o n ,  e s p e c i a l l y  i n  t o w n s ,  o f  
i n c r e m e n t a l  s h e l t e r  s o l u t i o n s .  I n  r u r a l  a reas ,  t h e  p a t t e r n  
a l s o  is f o r  c o n s t r u c t i o n  oE c o m p l e t e  h o u s e s  e v e n  t h o u g h  t h e y  
may be smal l  a n d  r e l a t i v e l y  simple; b u t  c o n s t r u c t i o n  a t  
times dbes i n c l u d e  some s e l f  h e l p .  

T h e  DHP h a s  b e e n  o n e  o f  t h e  m a i n  p r o v i d e r s  oE h o u s i n g  
i n  t h e  p u b l i c  f o r m a l  sector .  S i n c e  1 9 7 8 ,  i t  h a s  p r o d u c e d  a 
t o t a l  o f  216  h o u s e s  -- 1.71 i n  B e l i z e  C i t y .  B u i l d i n g  
materials a n d  t e c h n i q u e s  are  l a r g e l y  t r a d i t i o n a l .  

I n  B e l i z e  C i t y ,  c o n s t r u c t i o n  i n  t h e  i n f o r m a l  s e c t o r  is 
c o n f i n e d  to  a v e r y  l i m i t e d  number  o f  s q u a t t e r s .  V i r t u a l l y  
a l l  o f  t h e s e  u n i t s  are  b u i l t  by  t h e i r  o w n e r s  w i t h  l i t t l e  
i n p u t  f r o m  t h e  f o r m a l  s e c t o r .  

b. C o n t r a c t o r s  a n d  L a b o r .  T h e r e  a re  25-40  
Eirms a n d  i n d i v i d u a l s  t h r o u g h o u t  the c o u n t r y  t h a t  c a n  b e  c o n -  
sidered 20 b e  a c t i v e  c o n t r a c t o r s  a t  a n y  o n e  t i m e .  A f o u r t h  
o f  t h i s  number  is h i g h l y  m a r g i n a l  a n d  i s  a c t i v e  o n l y  i n t e r -  
m i t t e n t l y .  Any o f  t h e s e  f i r m s  c o u l d  m a n a g e  t h e  c o n s t r u c t i o n  
of o n e  h o u s e .  I t  i s  es t imated  t h a t  a c o n s t r u c t i o n  p r o j e c t  
o f  u p  t o  1 0  h o u s e s  c o u l d  b e  managed  b y  a n y  o f  1 2 - 1 8  f i r m s .  
O n l y  a b o u t  8 t o  1 0  f i r m s  c o u l d  m a n a g e  a c o n s t r u c t i o n  p r o j e c t  
i n  t h e  r a n g e  o f  1 0 0  t o  1 2 5  h o u s i n g  u n i t s .  

T h e  l a rges t  p e r c e n t a g e  o f  t h e s e  f i r m s  h a v e  b e t w e e n  5 
a n d  1 2  p e r m a n e n t  e m p l o y e e s ,  w i t h  a n  a v e r a g e  oE 1 0 .  E a c h  of 
t h e s e  e m p l o y e e s  i s  s k i l l e d  i n  o n e  o r  more s p e c i f i c  t r a d e s  
s u c h  as  c a r p e n t r y  or  m a s o n r y .  One or t w o  m i g h t  b e  a b l e  t o  
a c t  t o  a l i m i t e d  d e g r e e  i n  t h e  c a p a c i t y  o f  a f o r e m a n  or 
c o n s t r u c t i o n  s u p e r v i s o r .  S e v e r a l  c o n t r a c t o r s  r e m a r k e d  t h a t  
t h e r e  is  a s h o r t a g e  oE p e o p l e  q u a l i f i e d  t o  a c t  a s  job f o r e -  
m e n / c o n s t r u c t i o n  s u p e r v i s o r s .  

I t  g e n e r a l l y  is  f e l t  t . h a t  t h e r e  a r e  s u f f i c i e n t  n u m b e r s  
o f  w o r k e r s  i n  e a c h  o f  t h e  speciEic b u i l d i n g  t r a d e s .  T h e  
o n i y  t r ade  i n  w h i c h  a s h o r t a g e  m i g h t  d e v e l o p  i f  t h e r e  were a 
s i g n i f i c a n t  i n c r e a s e  i n  b u i l d i n g  a c t i v i t y  w o u l d  he  c a r p e n -  
t r y .  W h i l e  t h e  number  oE w o r k e r s  i n  t h e  v a r i o u s  t r a d e s  may 
b e  s u f f i c i e n t ,  f r o m  t h e  c o n t r a c t o r ' s  p e r s p e c t i v e  t h e  level. 
o f  s k i l l s  p o s s e s s e d  b y  t h e  a v e r a g e  w o r k e r  is  l o w .  

T h e r e  a r e  n o  c o n s t r u c t i o n  t r a d e  u n i o n s  i n  t h e  c o u n t r y  
n o r  is t h e r e  a n y  a s s o c i a t i o n  o f  b u i l d i n g  c o n t r a c t o r s .  

c .  Materials.  N e a r l y  a l l  t y p e s  o f  b u i l d i n g  
m a t e r i a l s  a re  imported. T h i s  c rea tes  two major 
p r o b l e m s - - h i g h  cos ts  a n d  . i r r e y u l . a r  s u p p l y .  I m p o r t  d u t i e s  
a d d  a b o u t  3 0 8  t o  l a n d e d  costs .  C o n t r a c t o r s  es t imate  t h a t ,  
b e E o r e  i n c l u d i n g  p r o f i t  m a r g i n s ,  t h e  material  c o m p o n e n t  i n  



construction will. vary between 1/2 and 2/3 of the total cost 
of construction. For low-income construction, the figure 
would probably be near 60%. 

Many of the building materials are imported Erom 
England, Europe, and the United States. Because Belize is a 
small market and because its port facilities are limited, 
the supplies from Europe are often transshipped in the 
United States. 

F. Technical Assistance 

1. Meed for Technical Assistance. Belize is a newly 
independent nation with skeletal institutions and embryonic 
shelter sector policies. The institutions which do exist 
are in early stages oE development. Little work has been 
done to strengthen thei r capacity or to rationalize their 
processes. In the housing sector, there is a lack of the 
background data and investigations which are prerequisite to 
the establishment of policies and practices that take into 
account the needs and preferences of the target group. 

Technical assistance is required to assist in the 
development of information that can be used in the develop- 
ment of policy options. Tn addition to the sectoral issues, 
there is a need to strengthen the capacities of implementing 
institutions. 

The Statutory Checklist covering this $400,000 of grant 
funded assistance appears in the project paper for the $10 
million FY82 ESF for Belize. AID will provide )]p to $40(lf000 
i n  TA s e r v i c e s  to I -he  M0.F a s  t h e  a u t h o r i z e d  a a e n t l  or g r a n t e e .  
Technical a s s i s t a n c e  s c r v i c c s  will b c  
contracted to work with the DPC: , BCUL, the credit unions, 
RECONDEV, the National Building Society, and other shelter 
institutions, using AID'S standard contracting procedures. 

T.A. is needed immediately to help the participating in- 
stitutions promote the program and to assist the BCUL in im- 
proving its programming of the use of reflows. A resident 
technical advisor will coordinate these activities as well 
as the policy-related T. A. It can be seen in the descrip- 
tion of the specific short-term T.A. which is proposed (see 
Section 111-F-2 below) that the tasks constitute a detailed 
project preparation effort beginning with market research. 

Construction costs in Belize a r e  relatively high; tar- 
get group income is relatively l f , w .  New housing Eor the tar- 
get group in the future almost r-.rtainl.y will have to be 
nuclear housing rather than complete units. Low-income 
housing traditionally has been unaffordable, heavily subsi- 
dized, and produced in token amounts. A good deal of 



research, experimentation, and consumer education will be 
necessary before new housing construction can be aEEordable 
to the target group. 

household surveys must be undertaken in order to estah- 
lish what is acceptable to the consumer. Workshops are 
necessary in order to design acceptable incremental housing 
units. These designs likely will halre to be adapted to the 
different cultural and ethnic zones in Belize. Prototypes 
must be built and field tested. 

The GOB should impl.ement its shelter activities within 
the Erarnework of a national shelter sector policy. Existing 
and new institutions (the newly formed building society, for 
example) will require considerable T.A. 

These needs underlie the T.A. which is required in 
order to prepare for future sector activities as well as to 
implement the presently proposed project. 

2. Description of T.A. For project implementation 
and manaqemer~t, a resident technical advisor is needed for 
two pars.  he principal tasks oE the advisor will be to 
provide policy advice to the GOB and to work with the BCUL 
and the DFC in implementing the program. Implementation 
will require cLose work with member credit unions throughout 
zhe country as well as liaison between the BCUL, the Holy 
Redeemer Credit Union, and the DFC. 'I'he advisor should be 
in country as soon .s possible and beEore GOB borrowing in 
order to help coordinate the essential contractual arrange- 
ments between the participating institutions. (See Section 
E I  below, "Conditions Precedent.") The technical advisor 
should have a working knowledge of credit union systems and 
experience in home improvement lending. 

Tn addition to the resident technical advisor, short- 
term T.A. is needed for project implementation. This should 
include: 

o Programming oE reflows by the BCUL ( 4  person months). 

o Initial promotion of the project with the DFC, BCUL, 
member credit unions, and the Holy Redeemer Credit [Jnion (2 
person months). 

Policy-related T.A. also will be needed Eor Phase 11 
activities. The T.A. should include: 

o Surveys to identify consumer preferences and 
priorities for incremental housing solutions (2 person 
months ) . 



o ~ ~ u s c h o l c l  survey:; L o  establish Eul . l . f ? r  k n o w l c t l y e  oE 
the target group, including more precise estimates oE house- 
hold income distribution ( 2  person months), 

o In collaboration with Department oE Housing and 
Town Planning, assistance in the development of prototype 
designs for low cost and/or partial housing solutions which 
take into account the preference and affordability levels of 
the target group ( 4  person months). 

o Studies to arrive at alternative ways to mobilize 
domestic savings for a permanent housing finance source (3 
person months). 

o ~ssistance in the establishment, coordination and 
initial working of task force to develop a national housing 
policy (3 person months). 

o Training in t.he areas of policy, management and imple- 
mentation of appropriate Belizean housing ofEicials in the 
U.S. and/or in third countries ( 3  person months). 

o Other short-term T.A. totalling about 12 person 
manths for such purposes as: 

(1) Assistance to the proposed building society. 
( 2 )  Exploration of revitalizing the role of the 

DFC as a secondary mortgage market for credit 
unions. 

( 3 )  Review of building codes, standards and 
related enEorcement procedures. 

( 4 )  Examination and improvement of debt 
collection record procedures, especially in 
the Department of Housing and Town Planning 
and RECONDEV. 

( 5 )  Study of building materials appropriate for 
Belize. 

PRE/HUD and Peace Corps and American Embassy ofEicials 
in Belize have expressed the desire to have the Peace Corps 
involved in project TA. The Acting Peace Corps Director and 
the Director of the Department oE Housing and Town Planning 
are discussing the possibility oE placing a volunteer in the 
Ministry of Housing to assist in the series of steps requi- 
red in the development oE prototypes oE affordable shelter 
sol u t i o n s .  

IV. PROJECT IMPLEMENTATION -- 

A .  Project Monitoring 

PHE/HUD is responsible for HG Project Management and 
will undertake project monitoring. It has delegated authori- 
ty for project implementation, review and approval of HG dis- 



bu r!~c~nenl-.s 1:o I:II(-? I<c!y i . c . ~ n ~ ~ l  I1ou.s iny and 1Jrban DeveloyrnenL 
Office for Central America (RHUDO). The RHUDO will co- 
ordinate project activities with the U S A I D  representative 
for Belize. 

B. - Evaluation - 

Annual evaluations will be jointly conducted by AID, 
DFC, the BCUL, and the Moly Redeemer Credit Union. These 
regular evaluations will follow PRE/HUD guidelines. The pro- 
ject involves a line of credit to the credit union system 
and to the DFC rather than a predetermined site-specific 
approach to shelter production and improvement. The evalua- 
tions therefore will concentrate on the eEfectiveness of the 
process, linkages, and instruments developed. 

Evaluations will aim at providing all program partici- 
pants with the opportunity review program progress to date. 
This will include: participation in any reportioning of al- 
locations which may be suggested based on real as opposed to 
anticipated demand; fine tuning at points of institutional 
interface, and/or redesign of documents and procedures being 
utilized. 

C. Disbursement Procedures 

Disbursement is expected to extend over a 24-month 
period. Initial disbursement can be an advance to accele- 
rate project start-up, with subsequent disbursement..rnade 
upon the presentation of documentation of loans authorized 
and eligible work in place consistent with normal practices 
and procedures of the credit unions and DFC respectively, 
and acceptable to AID. 

Subject to the availability of funds, technical assis- 
tance disbursements can start prior to the final HG loan 
negotiations in order to permit the Resident Project Advisor 
and short-term specialists to assist the DFC, BCUL and indi- 
vidual credit unions Einalize programming, prepare promo- 
tional materials and agreements required as conditions prece- 
dent to the loan. 

Prior to disbursement of the HG funds, the following 
agreements must be executed: 

1. Implementation~reement between A I D ,  DFC 
and the BEL detailing the procedures for project implemen- 
tation reporting requirements, and the limitations on the 
uses of the HG funds. 

2. -- Guaranty Agreement - signed hy AID, assurlng the 
U.S. investor against loss. 



3. -- Host Country Guaranty by which the Government of 
Belize provides a full faith and credit guaranty assuring 
AID against any loss. 

4. Loan Aqresment between the Government of Belize .- 
and the U.S. investor(~) establishing conditions of the lend- 
ing. 

E. Conditions Precedent 

Prior to formalizing investor selection, AID will 
require that the Eollowing conditions be met: 

1. Submission for approval by AID of a Project 
Delivery Plan prepared by the DFC and BCUL which details the 
project flow and disbursement schedule. 

2. Formal agreement between the Government of Belize 
and the DFC establishing DFC's role as the financial agent 
of the government for purposes of the HG project. 

3. Formal agreement between the DFC and the BCUL defin- 
ing the conditions and procedures for disbursement by DFC to 
the BCUL, for repayments, for the processes and instruments 
to be employed to ensure repayment of the HG loan, and for 
satisfying the policy and objectives of the HG program. 

4. Appropriate legislation must be in place raising 
the limit of the permissible lending rate of credit unions 
to 18%. 

5. Preparation by the BCUL of the criteria and proce- 
dures for participation in the program by individual credit 
unions and a first-stage, system-wide allocation system. 
Both are products expected of the working committee which 
has been formed and includes participation by representa- 
tives of the individual credit unions (including Holy 
Redeemer) as well as officials of the BCUL. 

6. Agreement by the GOB to assume the exchange risk. 

F. Covenants 

In the Implementation Agreement, the participating 
institutions will be required to covenant the following: 

1. The BCUL will be responsible for initial project 
promotion and will inform all credit unions, including the 
Holy Redeemer Credit Union, of the opporturlities, responsi- 
bili.ties, limitations, and other characteristics of the pro- 
gram. 



2. The BCVL wi1.L agree to establish an interest-- 
bearing account for the receipt of all subproject payments. 
The funds of the account will be used fur payments to the 
U. S. investor via the DFC and for subsequent rounds of home 
improvement lending. 

3. Onlending rates of these monies to the beneficiary 
will be the same from all the participating institutions for 
the first generation of loans. 

4. If the HG loan bears a variable interest rate, the 
onlending institutions, while maintaining their spreads, may 
vary parri-passu the interest rate charged on new loans. 

5. The credit. unions will apply their best efforts to 
mobilizing domestic savings. 

G. Implementation Schedule 

Aug. 1982 - - 

Sep. 1982 - 

.- 

Oct. 1982 - 

- 

Jan. 1983 - 

PP approved and authorized for $2 million 
Letter of advice to the GOB 

Short-term T.A. to RCUL for project 
promotion to Credit Unions and from Credit 
Unions to membership 
Short-term T.A. to BCUL and DFC for 
preparation of the Project Delivery Plan 
and CP's. 
Begin search for U.S. investor 
Legislation passed which raises the 
interest rate ceiling For credit union 
lending. 
Process for GOB guaranty set in motion. 

Resident Advisor contracted and in place 
start of Phase I T.A. 
EIIUDO, BCUL, Holy Redeemer and DFC 
negotiate and sign the Implementation 
Agreement 
Master Project Delivery Plan is submitted 
and approved 
Documentatioc, ( e . g .  applications, approved 
plans and budgets 1 for Eirst disbursement 
submitted 

Guaranties and Loan Agreement signed 
1st Disbursement - Credit Union and DFC 
lending process triggered with first 
disbursement on individual beneficiary 
loans 

Start of Phase I1 T.A. - Market surveys to 
strengthen Eamily income data and establish 
low income family shelter preEerences of 
priorities 



Mar. 1983 - Doc~~mentation for second disbursement 
submi t ted 

Apr. 1983 - Phase 11 T . A .  - Architectural design 
workshop to examine various solutions for 
incremental housing approach, folding in 
results of market preference surveys 

Apr. 1983 - Second Disbursement 
May 1983 - Phase I1 T.A. - Follow up on design 

workshop. Commence design of Belize low 
income housing prototype design 

Aug. 1983 - Phase I1 T. A. - Construction of model 
prototypes. Seek some sampling of 
potential market reaction. 

- Documentation for third disbursement 
submitted. 

- Evaluation 
- Recommendation for second phase HG project 
development. 

Nov. 1983 - Revise Project Delivery Schedule 
- Credit Union System Allocation Committee 
meets to review 12 month status, revises 
allocation of remaining funds as status to 
date indicates. 

Dec. 1983 - Third Disbursement 
Mar. 1984 - Documentation for final disbursement 

submitted 

Oct. 1984 - Final Disbursement 
Nov. 1984 - Final Evaluation 
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FOOTNOTES 

I .  SUMMARY AKD RECOMMENDATION 

l ~ h e  B e l i z e  d o l l a r  is t i ed  t o  t h e  U.S. d o l l a r .  The  
e x c h a n g e  r a t e  is B z e $ 1 .  00  = USSO. 5 0 .  T h e  GOB c o u l d  i n c u r  a 
f o r e i g n  e x c h a n g e  l o s s  i f  it d e v a l u e s  i t s  c u r r e n c y .  The  
o p e n e s s  o f  t h e  economy a n d  i t s  close t i e s  t o  t h e  11. S. 
economy as w e l l  as t o  t h e  U .  S. d o l l a r  r e n d e r  t h i s  r i s k  
m i n i m a l .  

' ~ e ~ i s l a t i o n  is b e f o r e  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  t o  
c o n v e r t  t h e  M o n e t a r y  A u t h o r i t y  i n t o  a C e n t r a l  R a n k ,  
r e t r o a c t i v e  t o  4 J a n u a r y  1 9 8 2 .  

3 ~ h e  O r d i n a n c e  r e g u l a t i n g  t h e  o p e r a t i o n s  o f  t h e  M o n e t a r y  
A u t h o r i t y  restricts i ts  d e a l i n g s  t o  " b a n k i n g  i n s t i t u t i o n s "  
a s  d e f i n e d  i n  t h e  O r d i n a n c e  R e g u l a t i n q  R a n k i n g  B u s i n e s s  (No.  
13  o f  1 9 7 6 ) .  O f f i c i a l s  a t  t h e  M o n e t a r y  A u t h o r i t y  p o i n t e d  
o u t .  t h a t  c r e d i t  u n i o n s  d o  n o t  q u a l i f y  as  " b a n k i n g  
i n s t i t u t i o n s "  u n d e r  t h e  O r d i n a n c e .  The  O r d i n a n c e  c o u l d  b e  
c h a n g e d ;  b u t  it i s  s i g n i f i c a n t  t h a t  t h i s  r e v e a l s  t h e  
p r e f e r e n c e s  o f  t h e  M o n e t a r y  A u t h o r i t y  a l s o  t o  deal t h r o u g h  
t h e  DFC. 

4 ~ h e  M o n e t a r y  A u t h o r i t y  h a s  local  c u r r e n c y  a c c o u n t s  a n d  
f o r e i g n  e x c h a n g e  a c c o u n t s .  Domestic i n f l a t i o n  is re la ted 
d i r e c t l y  t o  t h e  d e m a n d s  o n  i t s  l o c a l  c u r r e n c y  a c c o u n t  a n d  
i t s  local  c u r r e n c y  r e s o u r c e s .  T h e  e f f e c t  o f  t h e  local  
c u r r e n c y  HG e q u i v a l e n t  w i t h d r a w a l  f r o m  i t s  l o c a l  c u r r e n c y  
a c c o u n t  o n  t h e  b a l a n c e  i n  t h e  a c c o u n t  w i l l  be 
u n d i s t i n g u i s h a b l e  f r o m  t h e  o v e r a l l  d e m a n d s  o n  t h e  a c c o u n t .  
I n f  l a t i o n a r y  p r e s s u r e s  w i l l  r e s u l t  f r o m  t h e  much larger  
o v e r a l l  GOB d e m a n d s  f o r  d e f i c i t  f i n a n c i n g  f r o m  t h e  a c c o u n t .  

11. PROJECT D E S C R I P T I O N  

' /Average h o u s e h o l d  s i z e  is  j u s t  o v e r  f i v e  n a t i o n w i d e ;  
h o w e v e r ,  i n  B e l i z e  C i t y  h o u s e h o l d  s i z e  is u s u a l l y  b e t w e e n  
s e v e n  a n d  n i n e  p e r s o n s  f o r  t h e  t a r g e t  g r o u p .  

2 ~ h e  i n t e r e s t  ra te  t o  t h e  b e n e f i c i a r y  may b e  lass  t h a n  
18%, d e p e n d i n g  o n  t h e  terms n e g o t i a t e d  w i t h  t h e  U.S. l e n d e r .  

3~ committee of BCUL c red i t  u n i o n  o f f i c i a l s  a n d  o f f i c i a l s  
o f  t h e  H o l y  R e d e e m e r  C r e d i t  U n i o n  h a s  b e e n  , c o n s t i t u t e d  t o  
s u r v e y  t h e  demand f o r  HG f u n d s  a n d  t o  a g r e e  upon  i n i t i a l  
a L l o c a t i o n s  o f  HG f u n d s  t o  i n d i v i d u a l  c r e d i t  u n i o n s .  
R e s e r v e d  a l l o c a t i o n s  t o  i n d i v i d u a l  c r e d i t  u n i o n s  w h i c h  are 



111'. I?ROJECrl" ANALYSIS 

' 'This s e c t i o n  d r a w s  h e a v i l y  o n  t h e  r e c e n t  W o r l d  Bank 
E c o n o m i c  Memorandum on B e l i z e ,  dated Apr i l  5, 1 9 8 2 .  

' ~ h e s e  w o u l d  b e  t h e  p r i n c i p a l  a d  j u s t m e n  ts to  f i n a n c i a l  
co s t s  a n d  b e n e f i t s  w h i c h  w o u l d  b e  n e c e s s a r y  f o r  a n  e c o n o m i c  
a n a l y s i s .  T h e r e  are  n o  domestic t a x e s .  The  m a r k e t  p r i c e  o f  
c o n s t r u c t i o n  labor r e a s o n a b l y  r e f l e c t s  i t s  s c a r c i t y  v a l u e .  
T h e  e x c h a n g e  r a t e  is n o t  g r o s s l y  u n d e r v a l u e d  n o r  o v e r v a l u e d .  

4 ~ h e  I F R R  f o r  a n e t  b e n e f i t  s t r e a m  of ( - 1 0 0 )  f o l l o w e d  b y  
( - t 3 0 )  f o r  6 y e a r s  is 1 9 . 9 % .  The  c o r r e s p o n d i 2 g  I E H R ,  b a s e d  
o n  a n e t  stream o f  ( - 8 6 . 2 )  a n d  ( t 3 4 . 5 )  for 6 y e a r s ,  is 
3 2 . 7 % .  T h i s  is  1 . 6 4  times t h e  T F R H .  



1.0 .  120GS:  H / A  
TACS: 

- : U E J ~ C T :  B C L  I Z E  P R ~ S ~ R V A T I O R  or EXISTING HDU;INE STOCK TID 
( r  S U L .  

1 t $ l > O h n & ~ ~ :  THE EURIIU': n k I C  R C V l L K D  THE SUBJECT 

t l D  EAY 1 2 ,  1 9 6 2 .  THE P I 0  I S  ArPROVCD AT T H E  D O L L A 1 3  

2 I l l L L l O N  I H  HC LOAI l  F I N h h ' C I U G  L E V L L  AND, S U B J I C T  TO 
TH[ n v ~ l l k C l L l T Y  OF FUNDS, UP TO DOLLARS 488,088  FOR 
T L C H M I C I L  L S S I S T L I C i  r R O n  fUHDS ALLOCATED FOR EEL 1 2 1  

I S  THC C B I  SUDPLEt iENTAL.  IVE k:SUtiE T H I  U S E  OF C B I  
FUI:>S f0a  T H I S  PUK?OSE I S  L C C [ P l f i B L C  TO Ef lBASSY.1 .  
THC FOLL OVlh'C C O l l t i E h ' S  SHOULD 8 1  LDDEESSEJ DURING P I  
?EfPCC&T I ON: 

E. N i l 0  FOfi  t i O E I L  I ! IHC 00flL:TlC SAVIKCS:  CENTRAL 

A. L O f l l H I : l k K T I V E  :1RUCf l lR t :  THE P I D  Ih 'D lCATLS 

.?HAT IHE n l H l s T u Y  or F I H A W C E  WILL B E  T M  BDRRDVCR, fur 
D I V C L O T n t U T  l l N A H C i  CORPORATION (OFC) W I L L  A D H I U I S T E R '  

, THC L O A N  AND OH L E N D  TO RURAL HOnEOWHlRS A S  WELL A S  TO 
THE BLL I Z E  C R f D I T  U N l O H  LCACUE (BCUL) AND I N D l V l D U U  ' 

CREDIT UHIOUS OUTSIDE THE L ~ A G U E .  THE e c u L  VIU, IN . 
TURII, ONLIMO T O  n m i u  CRIDIT urr~ons F O R  F INANCIHG 

H o n E  l n ~ ~ o v t n t  W T  LOANS, tnoAs:Y SHOULD R E V I W  T ~ I  s 
A D ~ l H I S T R h I I V C  ARRAUGEnCHl W I T H  VIEW T O  n l H l f l l , ? l U G  
A D R l H l S T R C T  l V E  CHhNHLLS AH0 PROClOURES I H  A L L O C h T l  VC 
FUNDS FOR E l  I G l O L E  SUBLDAHS. FOR L X K W L I ,  I F  H I H I S T R Y  
of r l n l i N c E  (nor )  c o n l u I : T [ f i t D  LON, BCUL AND orlccu 

I N A N C I A 1  IHS: IlU7 IO I IS  COULD BDRROV D l l i t C l L Y  f R 3 n  ?OF. 

8. l NST I T U T  IONAL I I I A L  YS I S: FURTHER I NFDRnhTIOU 
I S  R I O U I R C D  OW THC O U A L I F l C h T I O H S  OF THE DFC AUO 
l Y D l V l D U 4 L  C R t O l T  UNIOHS FOR ~ A H h G l H G  C R I O I T :  Cf T H i  
TYPE C N V I S I O I I I D ,  TP SHOULD CXAMINE ( I )  LEWDIHG 
H I S T O R I E S  0 1  l H C S f  I H S T I T U T I O N S ,  (ill F I W A N C I A L  

.lu 
. '  9 

S T A T U S  ' AHD ( I  I I )  T I C H H I C A L  C A P A C I T Y  E.C. . C R I D I T  
I R A L Y S I S ,  E N G l N E E R S l  FOR EVALUATIUG SUB L O I N  PROPOSALS 
w i n r  rrrr r u v l s l o w .  cnenssv SHOULD CDHSIDER 
E S T A B L I S H I I I G  C R I T E R I A  TOR T E R n l T T I N C  I I 4 D I V I D U U  C R E D I T  
UNIONS T O  r m t c l P A T i  IN PROJECT. PP SHOULD ALSO 
DISCUSS C D H S T R U C T I O R  CODE AND SJANDARDS I n  BEL IZE  AND 

HOW T l t Y  W I L L  B t  I P F L  I L D / i N F O R C E D  UNDER PROJECT.' 

4. E F F E C T I V E  DCflAND: S l U C L  PUB1 I C  I N S T I T U T I O H S  I N  
B E L I Z I  H h V I  1 R h D l T l O H A L L Y  S U B S I D I Z E D  LOW INCOnL 
HOUSING, AND C R E D I T  UHIOtI: HAVE R t C l H T L T  6EEU CHARGING 
NO n o R r  ~ E A N  1 2  r r f i c c u T  FOR n o n E  I n P u o v t n i w T  LOANS, 
I N T C N S I V E  R E V I f V  SHOULD CLOSELY I X h f l l N E  I T f K C T I V E  
D I ~ A H D  FCR H O n i  l n P f i o v c n r c T  C R E D I T S  OFFIELD AT  THE 

WIGHER RATES REOUIREO UHDER THE PROJECT. 

5. T I C H k ' l  CAL ASS I SIANCC COtiPOIIEYT: THC P R O P K i D  
L f V E L  O f  1 i C H H I C A l  A f S l S T I H C C  I S  O U l T E  LARGE I E  
R E L A I I O N  TO l D l A 1  P E D J I C T ,  ALSO, h V A l L A 6 I L  I T Y  O i  
GRANT I U I : O I ~ C  TOR T I  C IH l lOT 6 E  AZSURED L T  T H I S  P O I N T  
SINCI NO e u D c r r  r L L o : r r  IDH H A S  errti ncor rofi T n l s  . 
A C T I V I T Y .  I N l C h ' S l V l  R C V l l W  SHOULD CAREFULLY RIASSEZS 
T A  R E O U I K E H I U ~ S  KIIO rnr 1 n P L l c r r l o u s  or s u : ~  ~r 01: tmi 
P R O J I C I ' S  t C 0 1 l O f l l C  F [ k 5 1 6 1 1 1 T Y .  6URChU P R I P K R I D  TO 
PROYID[ I::ISTAI;CE W I T H  i n i  i c o l r o n l c  A ~ ~ Y S I S  11 
tnOr5:Y DC5IRES.  



- COB iJudgets p o l i c y  dbcu-r 
and dconos ic  development 
p lans .  

lllyirovcd e l t c l t e r  c o n d i t i o n s  f o r  l o  
l n c o r  households i n  B e l i z e  a s  a r 
suit o f  c o o r d l n a t c d  p o l i c i e s  and 
programs which p r o w t e  p r i v a t e  
f i cc tor  iirvestment i n  low c o s t  e h e l  
t c r  s o l u t i o n s  and upgrading of t h e  
n a t l o n ' s  hous ing  s tock .  

No e e r e r e  h u r r i c a n e  dauage 
Continued COB s u p p o r t  of h o u s l n ~  
p r o g r a m  to low income l a m i l i e r .  - I n c r e a e e  i n  number of 

B e l i z e a n ~ . f a a l l i e e  w i t h  
improved s a n i t a r y  s e r -  
v i c e s  

- N a t i o n a l  ceneue o t s t i m t i c a  
and p e r i o d i c  s h e l t e r  r e -  
l a t e d  s u r v e y s  

I n c r e a e e d  p r i v e t e  s e c t o r  p a r t i c i -  
p a t i o n  i n  t h e  l inenc inm and coa- 
8 k r u c t i o n  o f  housing.  

- P r o ~ r e e e i v c  iaprovement 
i n  q u a l i t y  of hous ing  
s tock .  
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. I'ROJECT DESIGN SUMMARY 
LOGICAL FRAMEVORK 

I .  Ilimc Inrprovcment f i n a n c i n g  t o  
l a r j i c t  group. 

2. E r l c c t i v e  p r i v a t e  i n s t i t u t i o n s  
o p e r a t i n g  i n  t h i s  shelt:r a r e a .  

3. T c c l ~ n l c a l  Ass i s tance  prsvided.  
I 

OBJECTIVELY YERIFINILE INDICATOn! 

I. .Approximately 1,300 Ilom 
improvement loons ,  (1st 
round) nat lonwidc t o  
f a m i l i e s  w i t h  below me- 
d i a n  incomes. 

2. A t  l e a s t  80% o f  l o a n s  t c  
be  made through e x i s  t i n e  
c r e d i t  union system. 

3. Res iden t  Advlsor  i n  p lac  
and shor t - t e rm TA ongoin 

1: DFC end ' c r e d i t  union c red  
a p p l i c a t i o n  end loan d i s -  

: bursement records .  

2. ~ e c l ~ n i c a l  a s s i s  t ance  con- 
e u l t a n t .  r e p o r t s  and r e s i -  
den t  a a v i s o r  p r o g r e s s  re- 
p ro ta .  

- -  . .  
1. GOB b o r r o w  funds. 

2. C r e d i t  Unions p a r t i c i p a t e  
i n  program by t a r g e t  group. 

3. E f f e c t i v e  demand f o r  home 
iaprovement . loans  a t  a e  high 
a 8  18% e x i s t s .  

T a ~ e l  U.S. Funding 2. 
Dole Prrpad- 

& 

PAGE 3 
IMPORTANT MSUMPTlONS 

i l  
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THE HOUSING GUARANTY PROGRAM 

STATUTORY CHECKLIST 

NAME O F  COUNTRY 

ANSWER YES OR NO PUT 
PP PAGE REFERENCES' 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE 

A. General Criteria Under HG Statutory Authority. 

Section 221(a) 
will the proposed project further one or more of - - - - 

the following policy goals? 

is intended to increase the availability of 
domestic financing by demonstrating to 
local entrepreneurs and institutions that 
providing low-cost housing is financially 
viable; 

is intended to assist in marshalling rekurces 
for low-cost housing; 

supports a pilot project for low-cost shelter, 
or is intended to have a maximum demon- 
stration impact on local institutions and 
national; and/or; 

is inte3ded to have P. long run goal to 
develop domestic cor.struction capabilities 
and stimulate local credit institutions to 
make available domestic capital and other 
management and technological resources re- 
quired for low-cost shelter programs and 
policies? 

Section 222(a) 
W i l l  the issuance of this guaranty cause the total 
face amount of guaranties issued and outstanding 
at this time to be in excess of $1,555,000,000? 

Will the guaranty be issued prior to September 30, 
1982? 

Section 222(b) 
\ViU the proposed guaranty result in activities 
which emphasize: 

(1) projects providing improved home sites to 
poor families on which to build shelter and 
related services; or 

Yes 

Yes 

Yes 

Yes 



(2)  projects comprised of expandable core 
shelter units on serviced sites; or No 

( 3 )  slum upgrading projects designed to con- 
serve and improve existing shelter; or Yes 

(41,- .shelter projects . for low-income people . . .  . * . . . I  . . . .. ,: . a  - , , ., 
;, . . . . ,, ....:: . -! , :..':.:r'?. .... designed for< &moktration..,or.,;, institution. .I ; .,, , ,  :.". '.., ' : - ..,. .: ,. . . ! . .  , : . .. . , , .  .;;;:,*...* , .* :. . e 

building; or ' Yes  

( 5 )  community facilities and services in support 
of projec4s authorized under this section to 
improve the shelter occupied by the poor? No 

Section 222(c) 
If the project requires the use or conskrvation of 
energy; was consideration given to the use of _ .  - 
solar energy technologies, where eccmomically or 
technically feasible? ?Jot Applicable 

Section 223(a) 
kri l l  the A.I.D. guaranty fee be in an amount 
authorized by A.I.D. in accordance with its 
delegated powers? Yes 

Section 223(f) 
k the maximum rate of interest allowable to the 
eligible U.S. Investor as prescribed by the Admin- 
istrator not more than one percent (1%) above the 
current rate of interest applicable to housing 
mortgages insured by the Department of Housing 
and Urban Development? 

Section 223(h) 
W i l l  the Guaranty Agreement provide that no 
payment may be made under any guaranty issued 
for any loss arising out of fraud or misrepre- 
sentation for which the party seeking payment is 
responsible? 

Section 2230') 

(1) W i l l  the proposed Housing Guaranty be coor- 
dinated with and com~lementarv- to other 

Yes 

Yes . '  

development asistance'in the ho2 country? Yes 

(2 )  Will the proposed Housing Guaranty demon- 
strate the feasibility of particular kinds of \ 

-1 

housing and other institutional arrange- 
Yes ments? 



(3)  Is the project designed and planned by A.I.D. 
so that a t  least 90 percent of the face value 
of the proposed guaranty will be for housing 
suitable for families below the median . .  I . 

I .  I .  ' , . ( . .  I .  . , 

. . . income,,. or below; .the median urban income , , .. . , . . . . ..:'- C" . . ie .  . '  -: ' -.' ' ; , ' .~-.,;.;.,,.;.~. . .- . 3 d _ ..., .,.,: ., . ,':'. , .fo=:: housing ' h, . U&m.:. ' i'n: t h e  . ho&' .' , , a  , , .-,,*~. . .  

country? Yes 

(4) W i l l  the issuance of this guaranty cause the 
face value of guaranties issued with respect 
to the host country to exceed $25 million in 
any fiscal yea-? No 

(5) Will the issuance of this guaranty cause t h e  
average face value of all housing guaranties 
issued in this fiscal year to exceed $15 
million? 

Section 238(c) 
Will the guaranty agreement provide that it will 
cover only lenders who are lleLigible investors" 
within the meaning of this section of the staiute 
at  the time the guaranty is issued? Yes 

B. Criteria Under General Foreign Assistance Act 
Aut,hority. 

Section 620/620A 

1. Does the host country meet the general 
criteria for country eligibility under the 
Foreign Assistance Act as set forth in the 
country eligibility checklist prepared a t  the 
beginning of each year? 

2. Is there any reason to believe that circum- 
stances have changed in the host country so 
that it would now be ineligible under the 
country statutory checklist? 

f 

Yes 



ANNEX 6 

The B u i l d i n g  Code: 
R e s u l a t i o n s  and Enfa rcement  

The Gove rnment  o f  B e l i z e  a d o p t e d  t h e  " B e l i z e  Bi u i l d i n g  
R e g u l a t i o n "  (BBR) i n  t h e  e a r l y  1970s .  The BBR i s  a s t r i p p e d  
down v e r s i o n  o f  t h e  S o u t h  F l o r i d a  B u i l d i n g  Code, which i s  a 
p e r f o r m a n c e  and s p e c i f i c a t i o n  c o d e  o f  , t h e  minimum r e q u i r e -  
m e n t s  f o r  m a t e r i a l s  and  c o n s t r u c t i o n  t e c h n i q u e s  a p p l i c a b l e  
t.o t h e  h u r r i c a n e - p r o n e  c o u n t r i e s  o f  Dade and Broward. 

The B e l i z e  v e r s i o n  i s  d e s i g n e d  a s  a l i f e - s a f e t y  code .  
I t  s p e c i f i e s  t h e  minimum r e q u i r e m e n t s  f o r  b u i l d i n g  m a t e r i a l s  
s u c h  a s  t i m b e r ,  c o n c r e t e ,  a g g r e g a t e ,  m e t a l  r o o f s  a n d  
r e i n f o r c i n g  b a r s ,  and f o r  c o n s t r u c t i o n  p r o c e d u r e s .  For 
example ,  a t  l e a s t  p i n e  or s e c o n d a r y  hardwoods of a p a r t -  
i c u l a r  d i m e n s i o n  a r e  r e q u i r e d  f o r  jo i s t s .  C e r t a i n  g r a d e s  
o f  c o n c r e t e  a r e  a c c e p t a b l e .  G a l v a n i z e d  i r o n  r o o f i n g ,  b u t  
n o t  aluminum r o o f i n g ,  i s  a c c e p t a b l e  a g a i n s t  t h e  h i g h  wind 
l o a d s .  

The BBR s p e c i f i e s  t h a t  p i l e s  b e  sunk t o  2 2  f e e t  be low 
g r a d e  and  t h a t  e x c a v a t i o n  b e  a  minimum o f  1 8 " .  

R e s i d e n t i a l  c o n s t r u c t i o n  i s  n o t  s o  c l o s e l y  m o n i t o r e d  a s  
i n s t i t u t i o n a l  o r  i n d u s t r i a l  b u i l d i n g .  Only b u i l d i n g s  o f  
t h r e e  s t o r i e s  o r  h i g h e r  r e q u i r e  e n g i n e e r e d  d r a w i n g s .  Few 
h o u s e s  e x c e e d  two s t o r i e s .  F o r  h o u s e s ,  o n l y  m o d i f i c a t i o n s  
o f  s t r u c t u r a l  i m p o r t a n c e ,  s u c h  a s  t h e  r e p l a c e m e n t , o f  
s u p p o r t i n g  p i e r s  or t h e  e x p a n s i o n  o f  f l o o r  a r e a ,  r e q u i r e  
a p p r o v a l .  F o r  t h e s e  s p e c i f i c  r e s i d e n t i a l  m o d i f i c a t i o n s ,  
d r a w i n g s  by a  c o n t r a c t o r  o r  a  d r a f t s m a n  s u f f i c e ;  e n g i n e e r e d  
d r a w i n g s  a r e  n o t  n e c e s s a r y .  T h e r e  i s  no l i c e n s i n g  p r o c e d u r e  
f o r  c o n t r a c t o r s  o r  d r a f t s m e n .  

The a p p r o v a l  p r o c e s s  depends  on t h e  a v a i l a b i l i t y  o f  t h e  
D i r e c t o r  o f  t h e  Depar tment  o f  Housing nad Town P l a n n i n g .  
H e  i s  a  r e g i s t e r e d  e n g i n e e r  a n d  h a s  one  o t h e r  p r o f e s s i o n a l  
a s s i s t a n t .  Between them t h e y  a p p r o v e  and t o  some d e g r e e  
m o n i t o r  a p p r o x i m a t e l y  100 c o n s t r u c t i o n  p l a n s  a n d  j o b s  a  
y e a r .  

The D i r e c t o r ' s  p r i m a r y  c o n c e r n ,  however,  i s  n o t  
r e s i d e n t i a l  c o n s t r u c t i o n  b u t  r a t h e r  t h e  c o n s t r u c t i o n  o f  
p u b l i c  b u i l d i n g s  such  a s  s c h o o l s ,  f a c t o r i e s  and o f f i c e s  
where t h e  s a f e t y  o f  l a r g e r  numbers of  p e o p l e  i s  c o n c e r n e d .  

The D i r e c t o r  h a s  no p r a c t i c a l  o p p o r t u n i t y  t o  r e q u i r e  o r  
e n f o r c e  c o m p l i a n c e  w i t h  c o d e s i n  t h e  c o n s t r u c t i o n  o f  p r i v a t e  
h o u s e s .  



'I1hc b u i l d i . ~ ~ g  C C J ~ C  j.ncl.udc.(; some r c q u i r c r n c n t s  t h a t  a re  
unenf  o r c e a h l e .  The s e t b a c k  r c q u i r c m e n t s  f o r  c o n s t r u c t i o n  
s t a t e  t h a t  a b u i l d i n g  m u s t  n o t  b e  b u i l t  l e s s  t h a n  1 2 '  f rom 
t h e  l o t  l i n e ,  a n d  n o t  less  t h a n  L O 1  f r o m  a n o t h e r  b u i l d i n g .  
I n  n e i g h b o r h o o d s  w h e r e  the  o r i g i n a l  5O1x l0O1  l o t  h a s  b e e n  
i n h e r i t e d  by s e v e r a l  f a m i l y  members ,  however ,  n o  i n d i v i d u a l  
l o t  l i n e s  a r e  d rawn;  and  s e m i - a t t a c h e d  o u t - b u i l d i n g s  are  a 
c u l t u r a l  norm.  S e t b a c k  r e q u i r e m e n t s  a s  t h e y  a r e  w r i t t e n  a r e  
n o t  r e l e v a n t  t o  t h e  R c l - i i e  s i t u a t i o n .  

O t h e r  C o d e s  ----- 
T h e r e  i s  n o 3 l e c t r i c a l  c o d e  a s  s u c h ,  b u t  o n l y  l i c e n s e d  

e l e c t r i c i a n s  c a n  w i r e  a  b u i l d i n g .  I t  is  t h e n  i n s p e c t e d  by 
a n  o f f i c i a l  f r o m  t h e  e l ec t r i c  company b e f o r e  t h e  h o u s e  i s  
c o n n e c t e d  t o  t h e  m a i n .  The  e l ec t r i c  w i r i n g  r e q u i r e m e n t s  
t h e r e f o r e  a r e  r e l a t i v e l y  w e l l  e n f o r c e d ,  a n d  t h e  p r o c e s s  i s  
p r a c t i c a l  b e c a u s e  t h e  e l ec t r i c  b o a r d  h a s  c o n t r o l  o v e r  t h e  
c o n n e c t i o n .  

T h e r e  i s  no  p l u m b i n g  c o d e ,  a n d  p l u m b e r s  a r e  n o t  
l i c e n s e d .  T h e  CIDA-Bel ize  w a t e r  a n d  s e w e r  p r o j e c t  h o w e v e r ,  
i s  a t t e m p t i n g  t o  w r i t e  a  p l u m b i n g  c o d e  t o  c o n t r o l  c o n n e c t i o n  
o f  h o u s e  p l u m b i n g  t o  t h e  t o  t h e  w a t e r  and  sewer m a i n s .  By 
f i n a n c i n g  h o u s e  c o n n e c t i o n s  t o  t h e  new w a t e r  and  sewer s y s t e m ,  
t h i s  p r o j e c t  s h o u l d  e n c o u r a g e  e f f o r t s  t o  f o r m a l i z e  a p l u m b i n g  
c o d e .  

C o r o z a l  Town and  D a n g r i g a  h a v e  t h e  o n l y  o t h e r  p l a n n i n g  
o f f i c e s  i n  t h e  c o u n t r y .  I n  C o r o z a l  t h e  manager  i s  n o t  a n  
e n g i n e e r  b u t  a  c o n s t r u c t i o n  f o r e m a n .  I n  D a n g r i g a  t h e  
p o s i t i o n  o f  manage r  h a s  n o t  b e e n  f i l l e d .  

I n  summary, t h e r e  is some c o n t r o l  o f  e l e c t r i c a l  w i r i n g  .- 
a n d  a p l u n . b i n g  c o d e  i s  c o n t e m p l a t e d .  As i n  most o f  t h e  
d e v e l o p i n g  w o r l d ,  however ,  b u i l d i n g  c o d e s  a re  n o t  e n f o r c e d  
f o r  home i m p r o v e m e n t s .  



DFC: Summary Financial Statemcnt and Operating  statistic^, 1978-1981 .- 

A. Balance Sheet 

Assets 

Liqui3 Funds 275 251 401 488 
Equity Investments 1,022 984 666 791 
Subloans 12,032 9,617 7,549 6,842 
Other Assets 1,459 1,164 1,302 787 

Total 14,788 12,026 9,918 8,908 

Liabilities -- 
Medium & Long-term Debt 10,748 8,819 6,980 6,179 
Capital & Reserves 2,093 1,938 1,843 1,572 
Other Liabilities 1,947 1,269 1,095 1,157 

Total 14,788 12,026 9,918 8,908 

- B. Income Statement 

Income 

Lo an s 508  
Bank Deposits 3 3  
Investments 89 
Agricultural Credit Fund 350 
Government Contribution 6 
Other 

Total 1,064 

Expenses - 
Salaries 291 
Interest 248 
Reserves for Losses 54 
Other 378 -- 

Total 972 

Net Income 



Holy Redeemer C r e d i t  Union 
Summary F i n a n c i a l  S t a t i s t i c s ,  1978-1981 

(US$ OOOsl 

A. Balance S h e e t  

Asse t s  

.- Cash 
Loans 

- Inves tments  
Other  A s s e t s  

T o t a l  

L i a b i l i t i e s  

Depos i t s  
Share 
Dividends Payable 
Rebates  Payable 
Earnings  & Reserves 
Other  L i a b i l i t i e s  

T o t a l  

B. Income Sta tement  

Income 

Loans 
Inves tments  
Other  

T o t a l  

Expenses 

S a l a r i e s  & Wages 
Insurance  
Other  

T o t a l  

Net Income 



A N N E X  9 

BCUL Membership and F i n a n c i a l  S t a t i s t i c s  
(US$'ooos) 

- December 31 

- Membership (Nurnbez) 12,382 12,183 11,463 10,692 10,975 

Savings 1,880.0 1,708.7 1,591,2 1,305.8 1,031.1 . 
- 

Loans Outs tanding  1,775.8 1,659.3 1,508.3 1,237.1 984.3 

Reserves 85.9 96.7 87.4 78.4 84.7 

A s s e t s  
- 



ANNEX LO --- 

Cash Flow Analysis 

A cash-flow analysis of the project shows that the 
financial intermediaries (FIs), the credit unions and the 
DFC, will have large and mounting sums available from 
reflows. 

The beneficiary pays, for example, 18% p.a. This 
covers a11 of the FIs intermediation costs as well as the 
costs of servicing the HG loan. The FI receives full 
payment of principal and interest without any grace period 
from its subloans. This yields a surplus above HG-loan 
servicing requirements which the FI can relend. The amounts 
of potential relows are impressive. With proper management, 
the DFC and the credit unions can use the HG loan to 
maintain indefinitely a significantly higher volume of 
lending for home improvements. 

The illustrative cash flow analysis assumes: 
a. Interest costs of 18% p.a. to the beneficiary. 

This consists of 14.5% to the U.S. investor, 0.5% to AID, 
and 3% FI intermediation costs. 

b. AID also has a 1% front-end fee of $20,000. 
c. The HG loan is for 30 years with 10 years of 

grace. 
d. Subloans are for 5 years with no grace period. 
e. 40% of the HG is drawn-down during the first 

year and the balance in the second year. 
f. Reflows are lent immediately. 
g. Loan servicing oE both the HG and the subloans 

are annual. 

The calculations are available in PHE/HUD. For 12 
rounds of relending from subloan reflow payments, a period 
which completely amortizes the 30-year HG loan, the annual 
amount available from reElows (net of HG-loan servicing) 
exceeds $1.0 million in year 13 and peaks at $3.3 million in 
year 22. 
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ANNEX 11 
SOCIAL SOUNDNESS ANALYSIS 

I. Population 

According to the 1380 census, the population of Belize 
is 145,353, with a growth of only 1.9% during the previous 
decade. Approximately half the population lives in six small 
towns and in Belize City, which has a population of about 
40,000. The rest live in villages and single settlements in 
the interior where the economy is largely agricultural. 
Belize is the most sparsely populated country in Central 
America. 

A. Demographic Shift 

It is estimated that approximately 3,000 immigrants 
from other Central American countries enter annually. This 
apparent growth, however, is offset by the approximately 
4,500 Belizeans who leave Belize each year to live in the 
United States, and an undetermined number who emigrate to 
other countries. Of those who emigrate to the United 
States, approximately 2,500 qualify as legal immigrants, 
approximately 1,000 enter the United States on tourist visas 
and stay on, and perhaps 1,000 enter illegally. Speculation 
is that 50,000 Belizeans, 29% of the total Belizean 
population, live in the United States. 

Consequently Belize has a slow rate of population 
growth despite a relatively high birth rate of 3.68%. 
Shortfalls in the housing stock appear to be due to 
8.-=?mographic shifts and deteriorating housing rather than to 
population increase. Lack of opportunity to acquire 
housing, as well as unemployment (which is as high as 40% in 
Belize City) are frequently given as reasons for the high 
rate of emigration. 

Belizeans are a mosaic of culturally and racially 
distinct peoples. Each of the six districts has its own 
ethnic personality: Belize City and District is 
predominately Black; Corozal and Orange Walk Districts 
predominately Mayan and   at in; Stann Creek predominately 
Black; and Cayo and Toledo Districts are predominately 
Mayan. Throughout the country small populations of 
Europeans, East Indians, Chinese and Lebanese are 
influential. Approximately one-third the pop~lation is of 
culturally or racially mixed descent. 

The cultural heterogeneity results in a variety of 
living patterns, house types, and degree of involvement in 
cultural and financial institutions. 



C. S i z e  o f  H o u s e h o l d  

T h e  a v e r a g e  s i z e  o f  h o u s e h o l d  v a r i e s  a c c o r d i n g  t o  
e t h n i c  c u s t o m  a n d  e c o n o m i c  n e c e s s i t y ,  b u t  i t  is e s t i m a t e d  
t h a t  t h e  a v e r a g e  s i z e  o f  h o u s e h o l d  is 5 . 2  p e r s o n s  n a t i o n a l l y  
a n d  7 . 4  p e r s o n s  i n  poorer f a m i l i e s ,  r e s u l t i n g  i n  
a p p r o x i m a t e l y  2 8 , 0 0 0  h o u s e h o l d s  n a t i o n a l l y  a n d  8 , 5 0 0  i n  
B e l i z e  C i t y .  

T h e  g r e a t e r  s i z e  o f  p o o r e r  h o u s e h o l d s  is d u e  t o  a 
g r e a t e r  s o c i o - e c o n o m i c  d e p e n d e n c e  o n  t h e  e x t e n d e d  f a m i l y  a n d  
t h e  i n c l u s i o n  o f  e l d e r l y  p a r e n t s  a n d  l a t e r a l  k i n .  I t  is n o t  
uncommon f o r  men t o  f a t h e r  s e v e r a l  f a m i l i e s ,  r e s u l t i n g  i n  a 
h i g h  i n c i d e n c e  oE h o u s e h o l d s  h e a d e d  b y  women, p a r t i c u l a r l y  
i n  B e l i z e  C i t y .  

11. I n c o m e  L e v e l s  o f  B e l o w  M e d i a n  I n c o m e  F a m i l i e s  

A. D i s t r i b u t i o n  o f  I n c o m e  

I n  t h e  a b s e n c e  O F  f i r m  i n c o m e  d a t a ,  t h e  r e c e n t  est imate 
of $ 5 , 0 0 0  a s  t h e  a v e r a g e  h o u s e h o l d  i n c o m e  is s u p p o r t e d  b y  a 
sample s u r v e y  c o n d u c t e d  i n  1 9 8 1  t h a t  p r e s e n t e d  a n  a v e r a g e  
h o u s e h o l d  e x p e n d i t u r e  o f  $ 4 , 3 8 7  n a t i o n w i d e  a n d  $ 4 , 7 9 4  i n  
B e l i z e  C i t y .  

H o u s e h o l d  w e a l t h  as m e a s u r e d  b y  e x p e n d i t u r e  v a r i e s  
c o n s i d e r a b l y  n a t i o n w i d e :  

1 9 8 0  
P o n u l a t i o n  

B e l i z e  District  3 9 , 7 7 1  
C o r o z a l  D i s t r i c t  2 2 , 9 0 2  
O r a n g e  Walk D i s t r i c t  2 2 , 8 7 0  
S t a n n  C r e e k  D i s t r i c t  1 4 , 1 8 1  
T o l e d o  District  1 1 , 7 6 2  
Cay@ Dis t r ic t  2 2 , 8 3 7  

1 9 8 1  
H o u s e h o l d s  

1 9 8 1  
H o u s e h o l d  
C o n s u m e r  Exp.  
$ 4 , 7 9 4  
$ 5 , 8 3 5  
$ 4 , 5 0 5  
$ 3 , 1 3 7  
$ 2 , 6 6 9  
$ 4 , 3 3 2  

A n n u a l  m e d i a n  h o u s e h o l d  i n c o m e  is  e s t i m a t e d  t o  b e  
$ 3 , 5 0 0 .  30% o f  a l l  f a m i l i e s  h a v e  i n c o m e s  b e l o w  t h e  p o v e r t y  
l e v e l  o f  $ 2 , 4 0 0 .  

B. S o u r c e s  of I n c o m e  

A l t h o u g h  t h e  m a j o r i t y  o f  i n c o m e  is e a r n e d  l o c a l l y ,  
r e p i t t a n c e s  t o  r e l a t i v e s  f r o m  B e l i z e a n s  l i v i n g  i n  t h e  U n i t e d  
States  is a n o t h e r  i m p o r t a n t  s o u r c e .  I t  h a s  b e e n  estimated 
t h a t  $ 2 0  m i l l i o n  is remitted a n n u a l l y ,  p r o v i d i n g  a n  a v e r a g e  
i n c r e m e n t  o f  $ 7 1 5  t o  e a c h  h o u s e h o l d  i n  B e l i z e .  However ,  
c o n s i d e r i n g  t h a t  7 0 %  of a l l  l e g a l  a n d  i l l e g a l  e m i g r a n t s  t o  
t h e  U n i t e d  S t a t e s  are f r o m  l o w e r - i n c o m e  famil ies ,  



r e m i t t a n c e s  may h a v e  a h i g h e r  b e n e f i t  t o  t h e  f a m i l i e s  b e l o w  
t h e  m e d i a n  i n c o m e  t h a n  t o  t h e  p o p u l a t i o n  a s  a w h o l e .  

W i n d f a l l  i n c o m e  f r o m  t h e  n a t i . o n a l  l o t t e r y  is o f t e n  
c i t ed  as t h e  f i n a n c i a l  i m p e t u s  f o r  home i m p r o v e m e n t  
c o n s t r u c t i o n .  

The  B e 1  i z e a n  farni 1.y c u s l . o r n a r i l y  p r o l x x L s  iks i nves  tlnent: 
i n  a h o u s e  b y  i n s u r i n g  i t  a g a i n s t  d e s t r u c t i o n .  Most h o u s e s ,  
e v e n  i n  p o o r  n e i g h b o r h o o d s ,  a r e  i n s u r e d  f o r  a t  l e a s t  $ 5 , 0 0 0  
a g a i n s t  f i r e  d a m a g e .  

1x1. L i v i n q  C o n d i t i o n s  of t h e  P o o r  -- i n  a ' l l y p i c a l  B e l i z e  
C i t y  N e i q h b o r h o o d  

T h e  M e s o p o t a m i a  n a i g h b o r h o o d  of t h e  s o u t h  s i d e  o f  
B e l i z e  C i t y  i l l u s t r a t e s  t h e  c a u s e s  o f  t h e  d e t e r i o r a t i o n  o f  
t h e  h o u s i n g  s t o c k ,  t h e  n e e d  f o r  home i m p r o v e m e n t ,  a n d  t h e  
r e a s o n s  f o r  c o n f i d e n c e  t h a t  t h e r e  w i l l  b e  a demand  f o r  home 
i m p r o v e m e n t  l o a n s .  

T h e  p o p u l a t i o n  o f  M e s o p o t a m i a  is est imated t o  b e  4 , 2 1 3  
p e o p l e ,  s l i g : . t l y  more t h a n  1 0 %  o f  t h e  p o p u l a t i o n  of t h e  
t o t a l  c i t y .  A c c o r d i n g  t o  t h e  Water A u t h o r i t y  s u r v e y ,  1 , 6 1 1  
a re  a d u l t s ,  1 , 8 7 0  are c h i l d r e n .  A r a n d o m  s a m p l e  a n a l y s i s  o f  
t h e  q u e s t i o n n a i r e s  f i l l e d  o u t  i n  8 3  h o u s e h o l d s  l i s t e d  42 
h o u s e h o l d s  h e a d e d  b y  women, o f  whom 1 5  w e r e  o w n e r s  a n d  2 7  
r e n t e r s .  T h i s  p o p u l a t i o n  d i f f e r e n t i a l  b e t w e e n  a d u l t s  a n d  
c h i l d r e n  b e t w e e n  male a n d  f e m a l e  h e a d s  o f  h o u s e h o l d ,  a n d  
b e t w e e n  o w n e r s  a n d  r e n t e r s ,  is p r o b a b l y  t y p i c a l  o f  t h e  b e l o w  
m e d i a n  i n c o m e  n e i g h b o r h o o d s  i n  B e l i z e  C i t y .  

T h e  s i t e  t h a t  b e c a m e  ~ e s o p o t a r n i a  was a n  u r b a n  f r i n g e  
area s e l e c t e d  f o r  s e t t l e m e n t  a t  t h e  e n d  o f  W o r l d  War I. T h e  
swamp b e t w e e n  t h e  m a i n l a n d  a n d  t h e  c e n t r a l  b u s i n e s s  d is t r ic t  
was  f i l l e d  i n  a n d  l a i d  o u t  f o r  t h e  p u r p o s e  o f  s e t t l i n g  
Creole v e t e r a n s  o f  t h e  B e l i z e a n  u n i t  t h a t  h a d  s e r v e d  i n  t h e  
war i n  E g y p t  a n d  M e s o p o t a m i a .  

T h e  s i t e  was  n o t  c h o s e n  v o l u n t a r i l y  or s p o n t a n e o u s l y  b y  
"he o r i g i n a l  s e t t l e r s ,  a n d  t h e  d e c i s i o n  t o  f i l l  l a n d  f o r  
t h e i r  s e t t l e m e n t  w a s  p o l i t i c a l ,  n o t  g e o l o g i c a l .  T h e  f i l l e d  
l a n d  is  a p a c k e d  s a n d  a n d  d i r t  s u r f a c e  w i t h  a s h i f t i n g  
s ! i b s u r f a c e  o f  s a n d  a n d  s i l t .  B a s e  r o c k  is p e r h a p s  a s  much 
as 20  f e e t  b e l o w  g r a d e .  The  s u b - s u r f a c e  is  s a t u r a t e d ,  so 
a b s o r p t i o n  i s  m i n i m a l  a n d  t h e  s i t e  is v u l n e r a b l e  t o  
f l o o d i n g .  

D e s p i t e  i ts u n s t a b l e  b e g i n n i n g s ,  t h e  n e i g h b o r h o o d  g r e w  
w i t h  c o n s i d e r a b l e  c o h e r e n c e  b e t w e e n  two w i d e  d r a i n a g e  c a n a l s  
t h a t  b o r d e r  i t s  east  a n d  w e s t  s i de s .  



A.  T y p i c a l  --- H o u s i n g  

Fami l ies  b u i l d  i n d i v i d u a l  h o u s e s  w h i c h  a re  e x p a n d e d  or  
s u p p l e m e n t e d  b y  a d d i t i o n a l  s e p a r a t e  b u i l d i n g s  a s  t h e  
e x t e n d e d  f a m i l y  g r o w s .  B e i n g  poor, t h e y  c o n s t r u c t  
l i g h t w e i g h t  , i n e x p e n s i v e  t i m b e r  h o u s e s .  B e c a u s e  t h e  s i t e  i s  
v u l n e r a b l e  t o  f l o o d i n g ,  t h e y  c o n s t r u c t  t h e  h o u s e s  i n  a 
t y p i c a l  coastal  B e l i z e a n  s t y l e  o n  t i m b e r  s t i l t s  t h a t  ra ise  
t h e  h o u s e  f r o m  3 f e e t  t o  1 0  f e e t  a b o v e  g r a d e .  T h e s e  p o s t s ,  
or s t i l t s ,  raise t h e  l i v i n g  area a b o v e  f l o o d  l e v e l ,  m a x i m i z e  
t h e  b r e e z e  t h r o u g h  l o u v e r e d  w i n d o w s ,  a n d  b r i n g  r e l i e f  from 
i n s e c t  pests a n d  v e r m i n .  O p t i m a l l y ,  t h e  h o u s e s  a r e  c l e a n ,  
cool ,  a n d  d r y .  

A t y p i c a l  h o u s e  is a s i n g l e  room s t r u c t u r e  a v e r a g i n g  1 8  
f e e t  b y  2 4  f e e t  w i t h  i n t e r i o r  p a r t i t i o n s  d i v i d i n g  t h e  room 
i n t o  smaller pa r t s .  T h e  g r o u n d  u n d e r  t h e  raised l i v i n g  area 
p r o v i d e s  a s h a d e d  b r e e z e w a y .  

The  h o u s e  is  r o o f e d  w i t h  c o r r u g a t e d  i r o n  s h e e t s  
f a s t e n e d  w i t h  n a i l s  t o  a t i m b e r  f r a m e  i n  e i t h e r  a i o w  g a b l e  
or h i p  ( f o u r  s i d e d  g a b l e )  c o n f i g u r a t i o n  t h a t  is r e s i s t a n t  t o  
h i g h  w i n d s .  T h e  metal  r o o f  p r o v i d e s  c a t c h m e n t  f o r  r a i n w a t e r  
t h a t  is t r a n s f e r r e d  by  g u t t e r s  a n d  p i p e s  t o  a wooden v a t  f o r  
h o u s e h o l d  u s e  i n  t h e  a b s e n c e  o f  p i p e d  w a t e r .  T h e r e  are  some 
s t a n d p i p e s  i n  M e s o p o t a m i a ,  a n d  w i t h  t h e  c o m p l e t i o n  o f  t h e  
C a n a d i a n - B e l i z e  Water & S e w e r a g e  P r o j e c t ,  i n d i v i d u a l  h o u s e  
h o o k u p s  t o  a c e n t r a l  w a t e r  s u p p l y  w i l l  be  a v a i l a b l e .  

I n  t h e  a b s e n c e  o f  sep t ic  t a n k s ,  a n d  u n t i l  t h e  
c o m p l e t i o n  o f  t h e  new sewer l i n e ,  t h e  p e o p l e  u s e  b u c k e t  
l a t r i n e s  t h a t  are e m p t i e d  i n t o  t h e  c a n a l s ,  or t h e  p u b l i c  
l a t r i n e s  t h a t  are c a n t i l e v e r e d  o v e r  t h e  c a n a l s .  

B.  R e l a t i o n s h i p s  w i t h i n  t h e  N e i g h b o o r h o o d  

F a m i l i e s  w e r e  o r i g i n a l l y  a l o t t e d  p l o t s  oE l a n d  i n  
Mesopotamia t h a t  a v e r a g e d  5 0 '  x 1 0 0 ' .  As shares o f  t h e  
o r i g i n a l  l o t s  w e r e  i n h e r i t e d  b y  members o f  t h e  f a m i l y ,  who 
i n  t u r n  b u i l t  a d d i t i o n a l  h o u s e s ,  t h e  c o n f i g u r a t i o n  of t h e  
l o t  came t o  r e s e m b l e  t h e  y a r d s ,  o r  compound s e t t l e m e n t s ,  o f  
K i n g s t o n  a n d  o t h e r  C a r i b b e a n  c i t ies .  Yards are d e n s e l y  
p o p u l a t e d  b l o c k s  i n  w h i c h  h o u s e s  are  b u i l t  b e h i n d  t b ~  
s t r e e t - f r o n t  h o u s e s .  U s u a l l y  t h e r e  is some r e l a t i o n s h i p  
t h a t  u n i t e s  t h e  o c c u p a n t s  o f  a y a r d .  

When p a r t s  o f  a y a r d  are  so ld ,  or a h o u s e  o n  a y a r d  is 
r e n t e d ,  r a r e l y  is t h e  new o c c u p a n t  a s t r a n g e r .  W h e t h e r  
t h r o u g h  c o n s a n g u i n i t y  or a . f f i n i t y ,  t h e  s e t t l e m e n t  r e m a i n s  
i n t e r r e l a t e d .  



The Water A u t h o r i t y ' s  h o u s e - t o - h o u s e  s u r v e y ,  w h i c h  is  o n e  of 
t h e  f e w  s o u r c e s  o f  d i s a g g r e g a t e d  statistical d a t a  i n  B e l i z e  
C i t y  r e v e a l s  t h a t  s e v e r a l  c o n s e c u t i v e  h o u s e s ,  or s e v e r a l  
h o u s e s  on  o n e  s i d e  o f  t h e  s t ree t ,  w i l l .  b e  owned i n  t h e  name 
o f  o n e  p e r s o n ,  who t h e n  r e n t s  o u t  space t o  o t h e r  p e o p l e .  
More t h a n  h a l f  t h e  n e o p l e  who r e s p o n d e d ,  i n  a r a n d o m  c h e c k  
o f  t h e  Water Authority s u r v e y ,  d e s c r i b e d  t h e m s e l v e s  as 
r e n t e r s .  T h e  g e n e r a l  p e r c e p t i o n  is  t h a t  t h e  o w n e r - r e n t e r  
r e l a t i o n s h i p  is  f a m i l i a l  r a t h e r  t h a n  a b u s i n e s s  d e a l .  

A s  e v i d e n c e  o f  t h e  c o h e s i o n  o f  t h e  M e s o p o t a m i a  
n e i g h b o r h o o d  a n d  t h e  d e g r e e  o f  p e r s o n a l   elations ship, t h e  
n e i g h b o r h o o d  o r g a n i z e d  a f u n d r a i s e r  i n  J u n e ,  1 9 8 2  t o  ass i s t  
t h e  v i c t i m s  who h a d  l o s t  t h e i r  homes  i n  a  f i r e  i n  May, 1 9 8 2 .  
O t h e r  e v i d e n c e s  o f  c o h e s i o n  are  t h a t  t h e  a r e a  v o t e s  f a i r l y  
c o n s i s t e n t l y  f o r  o n e  p a r t y ,  a n d  t h e r e  is a M e s o p o t a m i a  
C r e d i t  U n i o n .  

I Vesopotamia is  o n l y  a t y p i c a l  e x a m p l e  of a b e l o w  m e d i a n  
i n c o m e  n e i g h b o r h o o d  w i t h  a n  e v i d e n t  a n d  f e l t  n e e d  f o r  
h o u s i n g  i m p r o v e m e n t s .  S i m i l a r  c o n d i t i o n s  e x i s t  t h r o u g h o u t  
B e l i z e  C i t y  a n d  i n  o t h e r  major t o w n s .  

- 

IV. C r e d i t  U n i o n s  

An a v e r a g e  o f  $ 1 5 2 . 0 0  p e r  member h o u s e h o l d  is i n v e s t e d  
i n  t h e  p u r c h a s e  o f  s h a r e s  i n  B q l i z e ' s  23  c redi t  u n i o n s .  
T h e s e  c o o p e r a t i v e s ,  i n  w h i c h  members  p o o l  t h e i r  s a v i n g s  i n  
o r d e r  t o  l e n d  money among t h e m s e l v e s ,  h a v e  become  e s s e n t i a l  
t o  t h e  way o f  l i f e  of m i d d l e  a n d  lower i n c o m e  f a m i l i e s .  

A .  C u l t u r a l  A c c e p t a b i l i t y  of C r e d i t  U n i o n s  

The  f o r m a l  c r e d i t  u n i o n  movement  is f o r t y  y e a r s  o ld  i n  
B e l i z e ,  I t  h a s  b e e n  h i g h l y  s u c c e s s f u l  b e c a u s e  i t  r e s p o n d s  
t o  t h e  n e e d  f o r  c r e d i t  i n  a way t h a t  is c u l t u r a l l y  
c o m p a t i b l e  w i t h  a l o n g  C a r i b b e a n - C r e o l e  t r a d i t i o n  o f  
m u t u a l - a i d  societ ies .  C r e d i t w o r t h i n e s s  is assessed i n  p a r t  
o n  t h e  b a s i s  of peer p e r c e p t i o n  o f  c h a r a c t e r .  O n e ' s  
r e p u t a t i o n ,  or c h a r a c t e r ,  is e s t a b l i s h e d  t h r o u g h  y e a r s  o f  
p e r s o n a l  b u s i n e s s  d e a l i n g s  i n  w h i c h  o n e ' s  r e s o u r c e s  a n d  
record of r e s p o n s i b i l i t y  a r e  w e l l  known among a small a n d  
i n t e r r e l a t e d  g r o u p  oE p e o p l e .  

B. M e m b e r s h i p  i n  C r e d i t  U n i o n s  

A p p r o x i m a t e l y  3 2 , 0 0 0  B e l i z e a n s  b e l o n g  t o  23  c red i t  
u n i o n s .  I n  t h e  p a s t ,  m e m b e r s h i p  was l i m i t e d  t o  t h o s e  who 
q u a l i f i e d  b y  t h e  b o n d s  o f  m e m b e r s h i p  o f  t h e  c r ed i t  u n i o n .  
T h e s e  b o n d s  i n c l u d e  r e l i g i o u s  aEEi l i a t i o n ,  r e s i d e n c e  i n  t h e  
n e i g h b o r h o o d ,  or  o c c u p a t i o n .  B o n d s  a re  c o n s i d e r a b l y  mote 
f l e x i b l e  now. F o r  t h e  most p a r t ,  m e m b e r s h i p  is o p e n .  



Nonetheless, there is a stronq sense of $~ni.ty within a 
credit-, union itnd a nensrJ of  l oyal.t:y that ma , t a 
lifetime. Belizeano open share accounts i* d i r  children's 
names as well as in their own, and tend to ~,.~,.ntain their 
accounts throughout 1.i Ee. 

C. The Participation of Women in Credit Unions - 

A woman maintains her own account, though her husband 
may belong to a different credit union. Indeed, women are 
particularly active in the credit union movement, and many 
credit unions are managed by women. In this essentially 
matriarchal society, women are often the head of household 
and are responsible for fami 1-y finances. Among fami lies 
below the median-income in Belize City, for exatnple, it is 
common for ownership of a house to be registered in the name 
of a female head of household. According to a local 
plumbing contractor, women are responsible for contracting 
nearly half of home improvement activity. 

D. The Role of Credit Unions in Daily Life 

On a daily basis, credit unions provide families with a 
package of Einancial services including planning, budgeting, 
and advice on major expenditures, as well as providing a 
motivation to save and a source of credit. 

Without access to credit from the commerical banks, 
below median-income families depend on credit unions for 
entry into the market. Infusion of capital into the credit 
unions is the most equitable and efEicient way to distribute 
Einancing for home improvement to below median income 
families in Belize. 

With members of a family who also belong to the same 
Credit Union able to pool their shares to use as collateral 
for a loan, it is likely that poor people will find a way to 
borrow money for home improvement i E  it is available. 

V. The Need and Demand fox Housing Improvement 

A. Nationwide 

Belize City is the urban hub of Belize and is likely to 
be the location of greatest dernani! for home improvement 
loans. However, more than 100,000 people live in other 
small cities and rural areas. 

Because of variation of economic opportunities in the 
six districts of Belize, housing patterns differ 
considerably. In Belize City, where many people rent rather 
than own their houses, 8,500 households occupy 6,313 



dwellings units, based on the 1980 Valuation Department 
Survey. 

Outside Belize City the typical pattern is for the 
extended family household to own and live in its own house. 
Consequently, average household expenditur~s for shelter 
vary from the approximately $106, or 4% of the household of 
expenditure in Cayo District, to $532, to 12% of the 
household expenditure in Belize City. 

As a generalization, the housing stock in the rural. and "- 
secondary cities is in better condition than much of the 
housing in Belize City because of the single-family 
owner-residency pattern. 

B. -- Need in Belize City 

Belize City is not formally zoned. There are poor and 
deteriorating neighborhoods on both the north and south 
sides of Haulover Creek, interspersed between residential 
and commercial areas of relative affluence. 

Loans from the proposed project will be used throughout 
Belize City, in congested neighborhoods such as 
Mesopotamia and Collett. Here the aging timber housing 
stock, the destructive effects of the coastal weather, and 
the concentration of two and three households in 
single-family houses, have produced housing that is crowded, 
unsound and unhealthy. 

Because Mesopotamia and Collett are the neighborhoods 
of greatest congestion, considerable effort has been spent 
to determine the need for improvement and to propose 
solutions. The CIDA Canadian-Belize Water and Sewer Project 
made the construction of water main pipes and pumping 
stations a higher priority here than for any other 
residential neighborhood. 

The need for home improvement is evident. Congestion 
and a low-lying, filled site have contributed to the 
deterioration of houses in Mesopotamia. The unstable site 
results in the shifting of the foundation posts, which in 
turn destabilizes the connections between floor, walls and 
roof, and creates an ambivelence :in which the structure is 
vulnerable to high winds. This can be corrected by Eillinp, 
in the ground floor, installing hurricane straps, and \. 
constructing concrete piers 

C. Demand 

Regardless of the physical or architectural instability 
of the neighborhood, social stability is marked. Because of 



proximity to the main business street oE Belize City, the 
low rents, and the neighborliness, the poor consider inner 
city neighbor110od.s a popul.ar place to live. 

Even while lack of money inhibits the rehabil-itation of the 
houses, owners nevertheless are expanding and improving 
their houses. Many home improvement loans were made by 
credit unions in 1981. 

The most common modification is to enclose the area 
beneath the raised living space with concrete block, which 
creates a waterproof living area. This construction costs 
approximately $1,500 and has several results: 

- it stabilizes the wood structure above. If securely 
braced with hurricane straps at the intersection of the 
structural surfaces the concrete block base will stabilize 
the house in the event of another hurricane. In any event, 
it increases the safety of the timber house by reinforcing 
the floor. 

- it doubles the floor area of the house for the 
owner's use or for rental, thereby increasing the value and 
utility of the house. 

- it provides a more convenient and secure site for the 
installation of a bathroom or a new kitchen. 

D. Timing 

The AID hcme improvement loan comes at an ideal time. 
The Department of Housing and Planning is reducing some of 
the congestion by resettling the population of the burned 
out section of Mesopotamia in new housing and is preparing a 
plan for the neighborhood. Rents are rising in the area, 
which will enable the owners to spend more money on their 
house and to consider it a cost-effective investment. The 
Canadian-Belize Water and Sewer Project is about t-o begin 
construction for the water mains and sewer lines that will 
provide the first facilities for modern house-to-house 
hookups in Mesopotamia. 

This housing loan project supports these efforts in a 
way that will enable the population of the poorest 
neighborhoods to participate in the upgrading of their 
houses and ultimately the neighborhood. 

VI. Spread - - Effects and Social Consequences 

Credit Unions 

As funds are made available to the Credit Unions for 
home improvement loans, the benefits of credit Union 
membership will increase and membership will rise. 



The day to day involvement o f  the Credit IJnionn in t h e  
lives of members involves assistance in hou~shold budget ing ,  
promoting savings, and providing c o u n ~ e l ~  on the application 
for and repayment of loans. 

Membership in a Credit IJnj.on i.s a posltivc force i n  
Be1.i ze. Strengthening the Credit: rJni.on movement will 
further stabilize this society. 

B. Employment Generation 

Home j.mprovements wil'l provide empl.oymen t for skilled 
and unskil l.ed I.abor, and for supp1.iers of bi:ildirny 
materials. 

C. Improvement of Neighborhoods 

Home improvement is often high1.y visible from the 
street, especially during construction. In a society of 
this size and degree of personal contact, knowledge oi 
changes in ones house become quickly widely known. As these 
changes are seen to result in the improvement of the quality 
of life, interest in home improvernent grows. Typically, the 
rehabilitation of several houses in a neighborhood signals a 
new interest throughout the neighborhood in home improvement 
and maintenance. As peer pressure to maintain ones own 
house increases, residents of improved housing take a 
greater interest in maintaining the value of the overall 
location of the house. 

- In some cases, the ultimate effect of individual home 
imprsve~r~ > r , t -  especially when combined with service and 
inf rastt-[A i ure improvement, results in the rehabilitation of 
the entire neighborhood. 

- Improved sanitation through the installation of 
household plumbing, and the connection of the plumbing to 
the new Belize City wide water and sewer project, will 
result in greater health and wellbeing. The reduction of 
contagious water and was te-bourne diseases will improve the 
overall health of the city. 

- In secondary cities and rural areas home improvement 
wiil result in safer houses and fewer household accidents. 

D. Social Stabilization 

Home improvement is a stabilizing force in a 
neighborhood. It evidences an intent to live in a secondary 
city rather than move to Belize City, or to stay in Belize 
City rather than migrate to the United States. 



'Pho propafrl(~cl homr i tn~~r-ovcrtnr.rn I- 1 onn procjrnrn add rAe#lseg 
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s o c ~ a l . / f i n n n c i a l  rnochnni m, the credit unione, t h a t  i a  
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AIDJEX 12 , I 
UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY .- 

* AGENCY FOR I N T E R N A T I O I J A L  DEVELOPMENT 
W A S H I N G T O N  D C  2 0 5 2 3  

ENVIRONMENTAL THRESHOLD DECISION 

9 .  

- 
P r o j e c t  Locat ion : B e l i z e  

P r o j e c t  T i t l e  and Number : P r e s e r v a t i o n  of ExistLng Housing 
(HG-00 1) 

Funding r $2,000,000 - HG 
$ 400,000 - Grant 

L i f e  o f  P r o j e c t  : Two y e a r s  

I E E  Prepared by : Viviann P e t t e r s s o n ,  PRE/H 

Recommended Threshold Decision : C a t e g o r i c a l  Exclusion 

Bureau ' ~ h r e s h o l d  Decis ion : Concurrence w i t h  Recommendation 

Action : Copy t o  William Wheeler 
Mission D i r e c t o r ,  RDO/C 

: Copy t o  Viviann P e t t e r s s o n ,  PRE/H 

-- -- -- - 

: Copy t o  George H i l l ,  LAC/DR 

: Copy t o  Thomas McKee, LAC/DR/MAD 

: Copy t o  LAC/DR IEE f i l e  

: Copy t o  Richard Byess, L~C/DR/CAR 

James S .'Hcs t e r  ' I 
Environmental O f f i c e r  
Bureau f o r  L a t i n  America 

and t h e  Caribbean 



This pro jec t  (Be1 ize-HG-001) qua1 i f i e s  f o r  a  Categorical Exclusion under 
22CF~216.2(c) (2 )  ( i  ) , ( i  i  ) a n d  ( x ) .  

The purposes of the project  are:  

1. To support and expand p r iva te  sec to r  par t ic ipa t ion  i n  the financing 
and construct ion of she1 t e r .  

2. Stimulate local  c r e d i t  i n s t i t u t i o n s  and strengthen the i n s t i t u t i o n a l  
capac i ty  of the local c r e d i t  union system. , 

3. Preserve the ex i s t ing  housing stock of below median income families. 

4. Ass i s t  GOB r a t iona l i ze  i t s  housing del ivery system. 

To achieve these objec t ives ,  a  $2 misllion HG loan and $400,000 in technical 
ass i s tance  a:.e proposed. The loan wi l l  be made t o  the GOB (Ministry of 
Finance). Iqui val en t  1 ocal currency wi 11 be disbursed t o  the Development 
Finance Corporation ( D F C ) ,  which wil l  on-lend pa r t  of the funds (Belize 
equivalent of $250,000 U.S.) t o  rural  homeowners f o r  home improvement. The 
DFC will  disburse the remainder of the  funds (Bel ize $ equivalent $1,755,000 
U.S.) t o  the Belize Credit  Union League ( B C U L )  f o r  d i s t r ibu t ion  t o  individual 
c r e d i t  unions f o r  on-lending t o  c r e d i t  union members f o r  home improvement 
a c W i  t i e s .  

The determining pr inc ip le  in se t t ing  loan l i m i t s  i s  t h a t  they be affordable 
t o  below median income famil ies .  For thjs ca l cu la t ion ,  up  t o  25% of house- 
hold income can be used t o  serv ice  the loan. This provides an absolute 
maximum loan value of about U.S. $4,725, assuming 18% annual i n t e r e s t  
charges and 20 year terms. Given the  nature of a  home improvement/expansion 
program, i t  i s  antfcipated t h a t  very few loans wil l  run f o r  20 years ,  and 
t h a t  most improvenients will  be subs tan t i a l ly  below the a r i thmet ic  c e i l i n g  
shown above. 

While cos t s  of improvements wil l  display i n f i n i t e  var ia t ions ,  an i l l u s t r a t i v e  
sampling of the type of improvements contemplated and t h e i r  approximate cost  
i s  presented below: 

Improvement -- I n s t a l l a t i o n  of a  complete new bathroom 
Cost 
1,200 

-- Repair of minor s t ruc tu ra l  damage from hurricanes 1,000 
-- Upgrading from wooden s t i l t s  t o  concrete p i l e s ,  and 

accompanyi ng foundation work 900 
-- Closing in c l e a r  s torey (elevated s e c t i o n )  and 

making habi table  space 1,500 
-- Upgrading of kitchen (plumbing, e l e c t r i c a l  ) 300-600 
-- Addition of a  room (80 sq. f t . )  ,1,800 

The program i s  nationwide in scope. Although major emphasis wil l  be f o r  
preservation of the ex is t ing  housing stock in  Be1 ize City (approximately 
U . S .  $1.2 m i l l i o n ) ,  there  i s  no geographic area of the c i t y  ta rge t ted  f o r  
home improvement a c t i v i t i e s .  Individuals will  apply f o r  a  loan f o r  the 
spec i f i c  improvements reqdired f o r  t h e i r  s h e l t e r  needs. . 
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P a r a l l e l  t e c h n i c a l  a s s i s t a n c e  e f f o r t s  w i l l  be undertaken i n  c o l l a b o r a t i o n  
w i t h  t h e  Department o f  Housing and Town P lann ing  o f  t h e  M i n i s t r y  o f  Hea l th ,  
Housing and Coopera t ives  and t h e  R e c o n s t r u c t i o n  Development Corpo ra t i on .  
These w i l l  c o n s i s t  o f  consumer p re fe rence  surveys  and complementary 
expe r imen ta l  des ign  work t o  develop a l t e r n a t i v e  hous ing  models embodying 
t h e  minimum s h e l t e r / i n c r e m e n t a l  approach t o  e s t a b l i s h  an economical 1y  
v i a b l e  e n t r y  l e v e l  t o  home ownership f o r  l o w  income Be l izeans.  Some o f  t h e  
t e c h n i c a l  a s s i s t a n c e  e f f o r t  w i l l  a l s o  s u p p o r t  t h e  development o f  t h e ' n e w l y  
e s t a b l i s h e d  Be7 i z e  N a t i o n a l  B u i l d i n g  S o c i e t y .  A hous ing  a d v i s o r  w i l l  
p e r f o r m  t h e  r o l e  o f  a  h i g h  l e v e l  s h e l t e r  p o l i c y  e x p e r t  and p r o j e c t  manager. 

The l o a n  i s  f o r  suppor t  o f  c r e d i t  i n s t i t u t i o n s .  A I D  w i l l  n o t  have p r i o r  
knowledge o f  s p e c i f i c  a c t i v i t i e s  f o r  wh ich  i n d i v i d u a l  subloans w i l l  be made 
n o r  does AID r e s e r v e  t h e  r i g h t  t o  r e v i e w  a i ~ d  approve l oans  made by  t h e  
i n s t i t u t i o n s .  The t e c h n i c a l  assista,nce funds wi  11 n o t  d i r e c t l y  a f f e c t  t h e  
envi ronment ,  excep t  f o r  t h e  p o t e n t i a ' l  des ign  and c o n s t r u c t i o n  o f  a  p r o t o -  
t y p i c a l  min imal  she1 t e r  s o l u t i o n  i n  wh ich  case t h e  exper imenta l  c o n s t r u c t i o n  
w i l l  be conf ined t o  a  smal l  area and c a r e f u l l y  mon i to red .  



The Bel ize  City Water and Sewerage System P r o j e c t ,  
Phases I and 11, is a  j o i n t '  e f f o r t  of  C I D A  and the GOB. 
CIDA funds $ 2 2  mi l l ion  i n  g r a n t s  and loans .  The GOB 
provides coun te rpa r t  f inancing of $ 3  m i l l  ion.  

The p r o j e c t  is oE p a r t i c u l a r  i n t e r e s t  t o  AID'S home 
improvement p r o j e c t .  Home improve~nen t loans w i l l  be sought 
i n  o rder  t o  pay f o r  t h e  expansion of houses t o  permit the 
i n s t a l l a t i o n  oE t o i l e t s  and s i n k s  a s  well as  the plumbing 
for  connecting ind iv idua l  households t o  the water and sewer 
mains. 

The p r o j e c t  provides f o r  the completion of an ongoing 
water and sewerage p r o j e c t  t o  s e r v i c e  the e n t i r e  Bel ize  City 
a rea .  Design work has been completed and cons t ruc t ion  began 
i n  1976. A 1 1  bas ic  i n f r a s t r u c t u r e  is now i n  p l ace .  

Already completed, o r  nearing completion, a r e :  

- a water t reatment  p l a n t  a t  Mile 1.7 o u t s i d e  of Bel ize  
C i ty ;  

- the water t ransmission main t o  the c i t y ;  

- t he  main pumping s t a t i o n  i n  Bel ize  C i ty ;  

- che main i i i s t r i b u t i o n  network between north 
s i d e s  oE the c i t y ;  

and s outh 

- the main d. is t r . ibut ion network along the c e n t r a l  
business  d i s t r i c t  on the  south s i d e  of the  c i t y .  

- complete water mains; 

- sewer main; 

- house and shop connect ions in the c e n t r a l  business  
d i s t r i c t s ;  

- sewage lagoons i n  which raw sewaye i s  t r e a t e d  by 
a r e a t i o n  then t r a n s f e r r e d  t.o the sea ;  

- r e p a i r  of the Yarborough e levated  water tank;  and 

- r e p a i r  of two emergency water t anks .  



In addition, construction is planned for: 

- complete sewer mains to the entire city; 
- replacement oE old lead pipes with PVC; and 
- connections and maters to Zones 3 and 4 (Collett and 
Mespotamia. 


