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INSTRUCTIONS 

The approved Project Data Sheet summarizes basic data on the project and must provide reliab!e data for 
e n i q  into the Country Program Data Bank (CPDB). As a general rule blocks 1 thm 16 are to be complet- 
ed by the originating office or bureau. It is the responsibility of the reviewins hlueau to assume that 
whenever the original Project Data Sheet is revised, the Project D a a  Sheet confonm to the revision. 

Block 1 -Enter the appropriate letter code in the box, if a change, indicate the Amendment ?<umber. 

Block 2 - Enter the name of the Country, Regional or other Entity. 

Slock 3-Enter the Project Number assigned by the field mission or an AIDlW bureau. 

Block 4 - Enter the sponsoring Bureau/Office Symbol and Code. (see ~ m d b o o k  3, Appendix 5A. Table I ,  P w  I 
for guidance.) 

Block 5 - Enter the Poject Title (s tm within brackets; limit to  40 chumctm). 

Block 6 - Enter thc Estimated Project ~ss i s t&ce  compl=tion Date. (see ADTO cirnbr A-24 &red 2/26/78, P= 
g a p h  C, Page 2.) / 

Sleek 7A. - Enter the F Y  for the first obligation of AID funds for the project. 
Block 7B. - Enter the quarter of 
Block 7C. - Enter the FY for the last AID funds 

Block 8 - Enter the amaunts from the and 'Financial Table' of the Project 
Data Sheet. 
NOTE: The L/C column must tc be used for the financing of local 

costs by AID on the 
, 

Block 9 - Enter the amounts and details from the Project Data Sheet section reflecting the estimated rate 
of use of AID funds. 1 

Block 9A. - Use the Alpha Code. (See Handbook 3, ~ k ~ e r u i i x  5.4. Tabla 2. Page 2 fagu&m~.) 
I 

Blocks 9B., C1. 8: C2. - See Handbook 3, Appendix 5B for. guidance. The total of columns 1 and 2 of 
J? must equal the AID appropriated funds ,total of 8G. 

I 

Blocks 10 and 1 1 - See Handbook 3, ~ ~ ~ e n d i x  5B for . 

Block 12  - Enter the codes and amounts attributable to  each conceb  for f i f e  of Project. (see Hmwibook 3. 
Appendix 5B. Attachment Cfor coding.) 1. 

\ 

Block 13 - Enter the Project Purpose as i t  appears in the approved P D  Facesheet, or as modified during 
'3, the project development and reflected in the Project Data Sheet. ,, 

I 

\, 

Block 14 - Enter the evaluation(s) scheduled in this section. . '. .+ 
- ,  

Block 15  - Enter the information related to the procurement taken from the appropriate section of the 
Project Data Sheet. 

Block 16 - This block is ro be used with requests for the ailendrnent of a pr'6ject. 

Block 17 - This block is to be signed and dated by the Authorizing Official of the originating office. The 
Project Data Sheet will not be rsviewed if this Data Sheet is not signed and dated. Do not initial. 

Block 18 - This date is to  be provided by the office or  bureau responsible for the processing of the *CU- - 
ment covered by this Data Sheet. 
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BELIZE HOME IMPROVEMENT LOAN, PRNECT 505-HG-001 
PROJECT P A P t R  SUPPLtMENT 

I. Background 

I n  September, 1982, the  L a t i n  American Bureau author ized a $2 m i l l  i o n  HG loan 
f o r  Be1 ize. The s ta ted  purposes o f  the p r o j e c t  were as fo l l ows :  

1 . t o  encourage 1 ocal c r e d i t  i n s t i t u t i o n s  t o  s t imul  a te  shel t e r  c r e d i t  
a c t i v i t i e s  and t o  strengthen t he  i n s t i t u t i o n a l  capac i t y  o f  the 
C r e d i t  Union System; 

2. t o  support and expand p r i v a t e  sec to r  p a r t i c i p a t i o n  i n  the f i nanc ing  
and cons t ruc t ion  o f  shel t e r ;  

3. t o  preserve and upgrade the  n a t i o n ' s  housing stock; and 
4. t o  a s s i s t  the GOB t o  r a t i o n a l  i z e  i t s  housing del i v e r y  system by 

focus ing on po l i c y ,  i n s t i t u t i o n s ,  research-and development o f  
examples o f  housing so lu t i ons  which are a f fo rdab le  t o  lower-income 
households ra the r  than having t he  government produce heav i l y  
subsidized, standard housing. 

Three groups were o r i g i n a l l y  p a r t i c i p a t i n g  i n  t h i s  program, the  Be1 i z e  C r e d i t  
Union League, the Devel opmen t Finance Corporation, and t he  Holy Redeemer 
C red i t  Union. A t o t a l  o f  1,300 home improvement loans were t o  be financed, 
p r i n c i p a l l y  i n  Be1 i z e  C i t y  where the ma jo r i  ty o f  the poptrl a t i o n  res ides.  

11. Actions t o  Date 

A. I n t e r e s t  Rate Prohl ems 

From the  very  beginning the  i n t e r e s t  r a t e  t h a t  was t o  be charged t o  
borrowers was a bone o f  content ion between AID and the GOB. AID had 
o r i g i n a l l y  envisioned an increase i n  the on-1 ending i n t e r e s t  ra tes  
from 12% t o  18%. Despi te a con t inu ing  AID dia logue w i t h  the  Be1 izean 
i n s t i t r ~ t i o n s  and the  f i -ndings ,o f  a 1984 p r o j e c t  evaluat ion,  the BCUL 
u l t i m a t e l y  has refused t o  increase i n t e r e s t  ra tes  t o  t h i s  1 eve1 . The 
Board o f  t he  BCUL and A I D ,  however, d i d  f i n a l l y  agree i n  September, 
1985, t o  increase i n t e r e s t  r a tes  t o  14%, a r a t e  which would a l low the 
BCUL and the  DFC t o  recover t h e i r  c o s t  o f  borrowing the  HG loan. 
However, when they presented t h i s  proposal t o  the  i n d i v i d u a l  c r e d i t  
unions, t he  m a j o r i t y  o f  the c r e d i t  unions, i nc l ud ing  the l a r g z s t  
c r e d i t  unions, refused t o  r a t i f y  t h i s  sc t ion.  . 

B. Drop i Demand 

Since t he  i ncep t i on  o f  the program, the c r e d i t  r~n ions  have never 
generated a s i g n i f i c a n t  number o f  homo improvement loans. I n  1985, 
disbrrrsements averaged on l y  $76,714. The Holy Redeemer C r e d i t  Union, 
the l a r g e s t  c r e d i t  union i n  the  country,  a f t e r  p a r t i c i p a t i n g  
marg ina l l y  i n  the f i r s t  few months o f  the program decided t o  drop o u t  



o f  the i t  a l together .  Other c r e d i t  unions who had provided the  bu lk  
o f  home improvement loans i n  the  past, discovered t h a t  due t o  the 
reduct ion i n  t he  sugar quota and the subsequent increase i n  
unempl oyment, t h a t  e l  i g i b l  e and i n te res ted  borrowers were hard t o  
f i nd .  With t h e i r  re fusa l  o r  i n a b i l i t y  t o  p a r t i c i p a t e  i n  the p rog rm ,  
overa l l  demand has dropped considerably.  

One o f  the  p r i n c i p a l  reasons demand has dropped i s  because there  i s  
c u r r e n t l y  no i n s t i t u t i o n  se rv ing  Be1 i z e  City. The DFC i s  r e s t r i c t e d  
t o  1 ending on l y  i n  r u r a l  areas and the  l a r g e s t  urban c r e d i t  unions a re  
no 1 onger p a r t i c i p a t i n g  i n  the  program. Thus the pool o f  urban 
c1 i e n t s  o r i g i n a l l y  envisioned as the bas is  o f  demand f o r  t h i s  p r o j e c t  . 
c u r r e n t l y  cannot p a r t i c i p a t e  i n  A I D ' S  Home Improvement Loart Program. 

I n  t;,s absence o f  any i n s t i t u t i o n  se rv ing  Be1 i z e  City, the DFC has 
been rece i v i ng  a growing number o f  requests f o r  home improvement 
1 oans . 

C. Dra in  on GOB . budget - 
* - 

Because the  GOO was n o t  drawing down on i t s  escrow account, payments 
by the GOB on the  v a r i a b l e  r a t e  HG loan  were g rea te r  than the f l ow  o f  
resources t o  t he  country.  Because o f  t h i s ,  'in the Spr ing o f  1986, the 
DFC requested t h a t  AID i nves t i ga te  the p o s r i b i l  i t y  o f  prepayment. 
based upon f r l r t h e r  d iscussions w i t h i n  the  GOB on the need f o r  s h e l t e r  
resources i n  the country,  t h i s  proposal was dropped, b u t  the  des i r e  t o  
accelerate drawdowns t o  prevent a cont inued d r a i n  on the GOB budget i s  
now a d r i v i n g  f o r c e  w i t h i n  tHe GOB. 

111. Current  Status 

Based on these p r e v a i l i n g  condi t ions,  and p a r t i c u l a r l y  the  des i re  t o  make 
b e t t e r  use o f  the HG l oan  i n  order  t o  prevent  f u r t h e r  d ra ins  on the GOB 
budget, i n  1986 the  BCllL and the  DFC prepared a new P ro jec t  Del i v e r y  Plan 

Negot iat ions were conducted between the  BCUL and the  DFC t o  determine how the  
program disbursements cou ld  be accelerated and how demand from urbar c l i e n t s  
cou ld  be met. Both p a r t i e s  agreed t h a t  i t  would be advantageous i t  the DFC 
expanded i t s  housing a c t i v i t i e s  i n t o  urban areas. On the bas is  o f  t h i s  
agreement, AID/Belize and RHUDr)/CA prepared a d r a f t  cab le  and second amendment 
t o  the  Be l i ze  Implementation Agreement t o  a l l ow  DFC t o  expand i t s  lend ing  i n t o  
urban areas. Under t h i s  p lan,  a l l  remaining HG funds would be disbursed over 
the  nex t  13 months. 

A t  i ssue i s  whether the Agency wishes t o  con ti nu^ t o  focrrs on the BCUL, xhere 
resource f lows are p ro jec ted  t o  cont inue t o  move a t  a r a t e  o f  on ly  $50,000 Bz 
every s i x  months o r  t o  a l l  ow the DFC t o  move i n t o  urban areas. A1 1 owing DFC 
t o  serv ice urban c l i e n t s  would have the f o l l o w i n g  e f f e c t s :  (a )  i t  would a l l ow  
t h i s  admi t ted ly  p r o b l e m a t i c  p r o j e c t  t o  be c losed o u t  i n  a t ime l y  manner, (h)  



i t  would d ramat i ca l l y  increase the  number o f  b e n e f i c i a r i e s  served over a  s h o r t  
pe r iod  o f  time,and ( c )  i t  would reduce the r i s k  o f  cont inued dra ins  on the G3R 
budge: as a  r e s u l t  o f  the  d i f f e rence  i n  i n t e r e s t  r a t e  spreads between the c o s t  
o f  pkying on unused escroH funds and the r a t e  t h a t  the  DFC can earn from 
on-1 erxli ng. 

I n  add i t ion,  s ince i n t e r e s t  r a tes  on the va r i ab le  r a t e  HG 1  oan have recen t l y  
been adjusted downward because o f  t he  advantageous market condi t i o n s  i n the  
U.S., now i s  an opportune t ime t o  move the remaining HG funds i n  Be l i ze  s ince 
i n t e r e s t  r a t e  spreads f o r  the DFC and the BCUL are c u r r e n t l y  more a t t r a c t i v e .  

I V. Proposed Modi f i c a  t i ons  t o  the  Be1 i ze Home Improvement Loan Program - 
The s h i f t  i n  the  use o f  HG funds from the  BCUL t o  the  DFC does represent a  
change i n  one o f  the  purposes o f  the  program. One o f  t he  o r i g i n a l  purposes o f  
the  p r o j e c t  was t o  expand p r i v a t e  sec to r  p a r t i c i p a t i o n  i n  f i nanc ing  and 
cons t ruc t  "n o f  she1 t e r .  I n  t he  area o f  she1 t e r  const ruct ion,  the  p r i v a t e  
sec to r  w i l l  cont inue t o  be supported, wkother funds a re  provided through the 
DFC o r  the BCUL. It i s  p r i n c i p a l l y  i n  the area o f  f i nanc ing  where a  s h i f t  i n  
the  p r o j e c t  purpose w i l l  occur. Based on the rev ised P r o j e c t  De l i ve ry  Plan, 
i n c l  uding previous d i  sbursemel~ts , the  p r i v a t e  sector, c o n s i s t i n g  o f  the  BCUL 
and Holy Redeemer C r e d i t  Union, woli ld rece ive a  t o t a l  o f  42.23 o f  the HG funds 
wh i l e  the DFC would rece ive 57.8%. 

I f  we agree t o  approach the  complet ion o f  t h i s  p ro j ec t ,  a t  t h i s  po in t ,  as a  
secoad phase o f  the HG program i n  Bel ize ,  s ince techn ica l  assistance and 
t r a i n i n g  fr.~nds have already been exhausted, we propose t h a t  the  p r o j e c t  
purpose s imply s ta te :  "To preserve,'upgrade and expand the na t i on ' s  housing 
stock. " 

While AID intends t o  cont inue i t s  emphasis on the  p r i v a t e  sec to r  i n  Be1 ize,  a t  
l e a s t  i n  the housing sec to r  t he re  a re  no o the r  v i ab le  p r i v a t e  sector  f inance 
i n s t i t u t i o n s  t o  whom AID caul  d  s h i f t  these resources. AID has t r i e d  
repeatedly t o  i n t e r e s t  commercial danks i n  the program, b u t  t o  no a v a i l .  I n  
add i t ion,  AID had a1 so inves t iga ted  the p o s s i b i l i t y  o f  t he  Be1 izean B u i l d i n g  
Society working on t h i s  p ro jec t .  That organizat ion i s  now c u r r e n t l y  invo lved 
i n  impl ementing a Venezualan housing scheme, where u n i t  costs  a re  $20,000 US. 
Un i t s  have y e t  t o  be occupied and debate i s  ongoing between p r i v a t e  housing 
agencies and the  M i n i s t r y  o f  Housing whether indeed any u n f t s  have even been 
sold. I n  short ,  wh i le  AID/Bel i z e  would p r e f e r  t o  work w i t h  p r i v a t e  sec to r  
i n s t i t u t i o n s  t o  impl ement t h i s  HG loan,  o ther  than the RCUI., no o ther  p r i v a t e  
sector  agency has the capac i t y  o r  the i n t e r e s t  t o  pa r t i c i pa te .  Consequently, 
AIDIBel ize ,  i n  order  t o  cont inue t o  serv ice 1  ow income hpuseholds, be l ieves 
t h a t  i n  t h i s  ins tanr  , precedence must be given t o  serve our  c l  i e n t  group i n  a  
cimely manner r a the r  than extend t he  timeframe f o r  p rov i s i on  o f  these serv ices 
s o l e l y  t o  cont inbe wr focus on the p r i v a t e  sector .  I n  1  i g h t  o f  the unique 
cond i t i ons  t h a t  p reva i l  i n  such a  small country as Bel ize ,  AID/Belize be l ieves 
t h a t  i t  must r e l y  on the DFC a t  t h i s  t ime as an i n s t i t u t i o n a l  p layer  i n  the 
housing sector .  



Given t h a t  g rea te r  re1 iance w i l l  be placed on the DFC f o r  program 
implementation, one issue t h a t  was ra i sed  by the burzau was the  f inancia7 
s t a b i l  i ty o f  the DFC. To determine the c u r r e n t  cond i t i on  o f  the DFC 
p o r t f o l i o ,  comparison o f  key f i n a n c i a l  s t a t i s t i c s  f o r  1981 and 1985/86 were 
made. Data analyzed inc luded arrearage ra tes  on 3FC's o v e r a l l  p o r t f o l i o ,  
housing p o r t f o l  i o ,  and i t s  assets, reserves, and n e t  income pos i t i on .  The 
conclusion drawn from a l l  these comparisons i s  t h a t  DFC has s u b s t a n t i a l l y  
improved i t s  ove ra l l  f i n a n c i a l  p o s i t i o n  over the l a s t  f i v e  years ,  

A b r i e f  summary o f  the bas is  f o r  t h i s  conclusion fo l lows:  

Based on t he  f i gu res  provided i n  the  o r i g i n a l  P r o j e c t  Paper i n  December, 1981 , 
arrearages on DFC' s t o t a l  p o r t f o l  i o  amounted t o  20.3%. By Se?tember, 1985, 
arrearages on DFC' s t o t a l  p o r t f o l  i o  i ncreased t o  25%. Since September, 1 985, 
however, DFC management has made a concerted e f f o r t  t o  decrease t h e i r  ove ra l l  
delinquency ra te .  DFC has i n i t i a t e d  c o u r t  s u i t s  aga jnst  some debtors. Court 
1 i t i g a t i o n  has ne t ted  recovery o f  $Bz 2 M i l l  i o n  dur ing  the  f i r s t  th ree  months 
o f  1986. I n  add i t i on ,  small farmers who have received a g r i c u l t u r a l  1 oans have 
been a1 1 owed t o  reschedul e t h e i  r debts i n  1 i e u  of c a l l  i n g  i n  the  l oans. As a 
r e s u l t  o f  these act ions,  arrearages on DFC1s ove ra l l  p o r t f o l  i o  have beer] 
reduced from 25% i n  September, 1985, t o  8% as o f  March, 1986. 

The performance o f  DFC i n  c o l l e c t i n g  housing loans i s  b e t t e r  than DFC1s 
overa l l  performance. On DFC1s housing p o r t f o l  i o ,  arrearages averaged 6% i n  
1985, a considerable reduct ion from the  19.8% o f  i t s  housing p o r t f o l i o  i n  
ar rears  i n  1381 when the o r i g i n a l  PP was wr i t ten .  Arrearages on DFC/AID home 
improvement 1 oans a re  even 1 ower, averaging o n l y  2% f o r  1985. DFC i s  a1 so 
i r l i  t i a t i n g  1 egal act ior ls  aga inst  a l l  'home improvement borrowers w i t h  
arrearages over 3 months. Therefore, i n  r e l a t i o n  t o  i t s  arrearages, t he  DFC 
has i n s t i t u t e d  e f f e c t i v e  steps t o  con t ro l  t h i s  problem. 

A comparison o f  o t h e r  f i n a n c i a l  s t a t i s t i c s  f o r  DFC from 1981 t o  1985 reveals 
the f o l  1 owing: 

1. Assets have increased from $14.8 M i l l i o n  (US) i n  1981 t o  $22.3 
M i l l i o n  (US) i n  1985. 

2. Cash i n  banks and o the r  depos i ts  have increased from $51 7,289 (US) i n  
1984 t o  $1,542,073 i n  1985. 

3. Res~rves  t o  cover 1 oan 1 osses have increased from $1 92,899 (US) i n  
1984 t o  $567,899 i n  1985. 

4. Net income f o r  DFC has increased from $92,000 (US) i n  1981 t o  
$11 0,128 i n  1985. The i r  1985 n e t  income f i g u r e  represents a , I  

considerable recovery from t h e i r  recorded n e t  income 1 oss o f  $54,460 
i n  1984. 



In short, DFC has taken action in the p a s t  two years t o  reduce their  
arrearages and expenses, increase their  reserve fund, and almost doubl e their 
assets. Taken in concert with the action initiated in early 1986 to further 
improve their portfol io position, i t  i s  evident t h a t  DFC's management i s  
moving quf  ckly t o  improve i t s  overall f inanci a1 condition. 

Based on the improvement evident in DFC's management of i t s  portfol io, 
AID/Eelize i s  n o t  recommending a t  this  time that DFC take any additional 
actions. AID/Rel ize will , however, closely monitor actions taken by DFC to 
further improve i t s  financial position and will recommend additional actions 
as warranted. 

O f  al l  the institutions in Be1 ize, both public and private, the DFC i s  one of  
the most adequately staffed agencies to assume the new init iative of offering 
home improvement 1 oms in urban areas. With the ascendance of a new and 
business1 i ke General Manager, i t  i s  AID'S assessment, t h a t  the lnsti tution will 
be able t o  manage this  new featrrre of the home improvement loan program. 

The effects this proposed modification will have on the project are as follows: 

Enable a 1 arge number of beneficiaries t o  be serviced over a short 
period of time; 

Reduce the GOB burden t o  cover interest payments on t h e  outstanding 
balance of the HG escrow account; 

Continue support t o  the Be1 i r e  Credit Union system; 

Improve the housing stock of Belize City where the majority of people 
currently 1 ive; 

Provide flexibil i ty to pay for on-site water and sewer connections to 
complete the CIDA funded water and sewer system for Be1 ize City thus 
creating the opportunity t o  avoid the complete economic loss of this 
fixed capital investment; 

Since the loan amount for the DFC wo~~ld be raised t o  the level the 
BCUL can now lend, the total nmber of 1 oans for the program would be 
reduced from 1,300 t o  approximately 1,200; and 

There wil l be no change in the target group t o  be served by this 
program. AID will continue t o  swve be1 ow median income famil ies 
throughout Be1 ize . 


