
ANALYSIS OF THE CONSTWASNTS 
3 .  

TO INVESTMENT CREDIT 

by 
Jean- Jacques Beschamps 

and 
David Harmon 

ACCESS 

Development Alternatives, Inc. 
624 Ninth Street, N.W. 
Washington, D.C. 2000 1 

April 1987 

Prepared for USAID/Belize under a subcontract agreement with the Harvard Institute 
for International Development pursuant to the centrally funded Employment' and 
Enterprise Policy Analysis Project DAN-5426-C-00-4098-00 

BESf AVAILABLE COPY 



COVER LETTER TO USAID/BELIZE 



TABLE OF CONTENTS 

COVER LETTER TO USAID/BELIZE 

PROJECT IDENTIFICATION DOCUMENT FOR INVESTMENT CREDIT PROJECT 
(DRAFT) 

1 

ANNEX A: DEMAND FOR CREDIT ANALYSIS i 

OUTLINE OF PROSPECTUS/BELIZE INVESTMENT GROUP LIMITED 

POSITION PAPER TO GOVERNMENT OF BELIZE ON CREDIT MARKET STRATEGY 



Development Alternatives, inc. 
624 Ninth Street, N.W. 
Sixth Floor 
Washington, D.C. 20001 

A p r i l  2 ,  1 9 8 7  

?lr. P e t e r  L a 7 s r a  
P r o j e c t  D e v e l o p m e n t  O f f i c e r  

~ z e  U S A I D / B ~ ~ '  

D e a r  P e t e r ,  

F o l l o w i n g  t h e  d i s c u s s i o n s  h e l d  by t h e  D A I  t e a m  u i t h  y o u ,  a s  
w e l l  as  w i t h  ilr. B r a s n i c h ,  I w i s h  t o  c o n f i r m  t h e  s t r a t e g y  t h a t  we 
f e e l  should be p u r s u e d  by U S A I D / E e i i z e  i n  d e s i g n i n g ,  a n d  h o p e f u ~ l y  
a t  some  f u t u r t  d a t e  i m p l e m e n t i n g ,  i t s  p r o p o s e d  I n v e s t m e n t  C r e d i t  
P r o j e c t ,  zhe a i m  o f  w h i c h  i s  t o  make a v a i l a b l e  t o  l o c a l  b u s i a e s s  
o p e r a t o r s  m e d i u n -  a n d  l o n g - t e r m  c r e d i t  f o r  i n v e s t m e n t  p u r p o s e s .  

A s s e s s m e n t  o f  C r e d i t  Demand 

A s  o v t l i o e d  i n  o u r  d r a f t  P I D ,  t h e r e  i s  w i t h o u t  d o u b t  a 
s u b s t a n t i a l  unmet  demand f o r  term c r e d i t  r e l a t e d  t o  b o n a  f i d e  
p r o j e c t s  d e v e l o p e d  by l o c a l  e n t r e p r e n e u r s ,  o r  by l o c a l  p a r t n e r s  i n  
c o n j u n c t i o n  w i t h  f o r e i g n  i n v e s t o r s .  Not  s u r p r i n s i n g l y ,  s t r o n g  
demand w a s  f o u n d  i n  t h e  a g r i c u l t u r a l  p r o d u c t i o n  s e c t o r  ( p a r t i c u l a r l y  
w i n t e r  v e s e r z b l e s  a n d  t r o p i c a l  f r u i t s )  a n d  t o u r i s m  ( h o t e l  
r e m o d e l i n g ,  e x 2 a n s i o n  a n d  c o n s t r u c t i o n ) ,  w i t h  o t h e r  a e a n i n g f u l  
p o r e n t i a l  demand i n  f i s h i n g  a n d  s h r i m p i n g ,  a n d  p o s s i b l y  f o r e s t  
p r o d u c x s ,  shr2zp f a r m i n g  and  l i v e s t o c k .  S u c h  demand w o u l d  c l e a r l y  
j u s t i f y  a new AID p r o j e c t  a t  a n y  t i m e  i n  t h e  n e a r  f u t u r e .  

A b s e n c e  of as A c c e p t a b l e  I n s t i t u t i o n a l  F ramework  

A s  you a=- w e l l  a w a r e ,  D A I ' s  PID d e s i g n  t e a m  h a s  r e v i e w e d  
d u r i n g  i t s  s t a y  t h e  t h r e e  p r i n c i p a l  o p t i o n s  t h a t  a p p e a r e d  t o  o f f e r  
mos t  p o t e n - r i & l  as i n s t i t u t i o n a l  m e c h a n i s m s  f o r  a  new p r o j e c t .  T h e s e  
w e r e :  (1) usizg the D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  a s  a  c h a n n e l  f o r  
A I D  f u n d s ;  ( 2 )  e n c o u r a g e  t h e  c r e a t i o n  o f  a  new p r i v a t s  f i n a n c e  
company t h r o u g h  t h e  l o c a l l y - s p o n s o r e d  B e l i z e  I n v e s t a e n t  G r o u p ;  a n d  
( 3 )  negotiate c h e  o p e n i n g  o f  an  i n v e s t m e n t  c r e d i t  "window"  w l t h i n  
t h e  y e t - t o - b e - e s t a b l i s h e d  B e l i z e  Bank f o r  Commerce a n d  I n d u s t r y .  
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F o r  r e a s o n s  t h a t  b e c a m e  a p p a r e n t  d u r i n g  o u r  d i s c u s s i o n s  a n d  
v h l c h  w e r e  e x p a n d e d  u p o n  v e r b a l i y  a s  w e l l  a s  I n  o u i  d r a f t  ? I D ,  we d o  
n o t  b e l i e v e  t h a t  a n y  o f  t h e s e  o p t i o n s  o f f e r s  i m n e d i a t e  p o t e n t i a l  a s  
a n  i n s t i t u t i o n a l  c h a n n e i  f o r  t h e  p r o j e c t .  A l t h o u g n  a l l  t h r e e  
o p t i o n s  s h o u i d  b e  a c t i v e l y  c o n s i d e r e d  b y  AID I n  t h e  f u t u r e ,  ~ e  t h u s  
b e l i e v e  t h a t  i t  w o u l d  b e  p r e f e r a o l e  f o r  t h e  m i s s i o n  t o  h o l d  o f f  o n  
t h e  p r e s e n t a t i o n  o f  a ? I D  t o  A l ~ j d a s h i n g t o n  a t  L e a s t  u n t i l  s u c h  t i m e  
a s  a d e f i n i t i v e  a n d  a c c e p t a b l e  i n s t i t u t i o n a l  s e t u ?  i s  i d e n t i f i e d .  
I n  t n e  mean  t i m e ,  we h a v e ,  b e f o r e  i t  b e c a m e  c ~ e a r  t h a t  a  PLD r e v l e d  
,n q a s h l n g t o n  by e n d - A p r i i  w o u l d  n o t  b e  a a v l s a u i e ,  . i e v ? l o p e a  a a r a f t  
? I D  ( s e e  a t t a c h e d ) ,  w n i c n  w i i l  h o p e f u l l y  c o n s t i t u t ?  c n e  b a s e  o l  a n y  
f u t u r e  PID p r e s e n t e d  t o  A I D l W a s h i n g t o n .  

P r o p o s e d  S t r a t e g y  

We b e i i e v e  t h a t  t h e r e  a r e  s t i l l  i m p o r t a n t  s t e p s  t h a t  
U S B I D / B ~ ~ ~ Z ~  c a n ,  a n d  s h o u l d ,  t a k e  i n  p r e p a r a t i o n  f o r  f u t u r e  
i n i t i a t i v e s  d e s i g n e d  t o  s t r e n g t h e n  L o c a l  c r e d i t  m a r k e t s .  T h e s e  
x o u l d  i n c i u d e  : 

( 1 )  u n d e r t a k i n g  n e g o t i a t i o n s  a s  a p p r o p r i a t e  w i t h  the  f u t u r e  B e l i z e  
B-ank f o r  C o m m e r c e  a n d  I n d u s t r y  a n d 1 0 1  w i t h  A t l a n t i c  B a n k  w i t h  
r s s p e c t  t o  t h e i r  p o s s i b l e  i n t e r e s t  i n  o p e n i n g  up a n  i n v e s t m e n t  
c r e d i t  " w i n d o w "  t h a t  w o u l d  d r a w  o n  f u t u r e  A I D  p r o j e c t  f u n d s ;  

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

( 3 )  h o l d i n g  p r e p a r a t o r y  d i s c u s s i o n s  w i t h  t h e  D e v e l o p m e n t  F i n a n c e  
C o r p o r a t i o n ,  i n  a n t i c i p a t i o n  o f  a  c o m p r e h e n s i v e  i n s t i t u t i o n a l  
a n d  f i n a n c i a l  e v a l u a t i o n ;  . 

(4) a  c o a t i n u l a g  d i a l o g u e  w i t h  t h e  W o r i d  B a n k  a n d  o t h e r  
i n t e r n a t i o n a i  o r g a n i z a t i o n s  i n t e r e s t e d  i n  c r e d i t  m a ~ . k e t s  i n  
B e i i z e  t s u c h  a s  t h e  C a r i b b e a n  D e v e l o p m e n t  a a u k  a n d  t h e  E u r o p e a n  
I n v e s t m e n t  B a n k ) ,  g e a r e d  t o w a r d s  a c o o r d i n a t i o n  o f  p r o g r a m s  i n  
B e l i z e ;  a n d  

( 5 )  a  c o n t i n u i n g  d i a l o g u e  o n  c r e d i t  i s s u e s  w i t n  k e y  g o v e r n m e n t  
e n t i t i e s ,  p a r t i c u l a r l y  t h e  C e n t r a l  B a n k  a n d  t h e  M i n i s t r y  o f  
F i n a n c e .  

A s i d e  f r o m  3 d r a f t  P I D ,  we h a v e  p r o d u c e d  t w o  o t h e r  d o c u m e n t s  
t h a t  c o m p l e a e n t . o u r  p r e p a r a t o r y  w o r k  i n  B e l i z e :  (1) a p o s i t i o n  p a p e r  
t o  b e  a d d r e s s e d  b y  USAID ' t o  t h e  g o v e r n m e n t  o n  a n u a b e r  o f  c r i t i c a l  
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i n s t i t u t i o n a i  i s s u e s ;  a n d  ( 2 )  t h e  o u t l i n e  o f  a  p r o s p e c t u s  f o r  t h e  
B e l i z e  I n v e s t m e n t  G r o u p ,  t o  be  f u r t h e r  d e v e l o p e d  b e f o r ?  o u r  
d e p a r t u r e .  B o t h  t h e s e  d o c u m e n t s  a r e  a l s o  a t t a c h e d  t o  t h i s  l e t t e r .  

We r e m a i n  c o n f i d e n t  t h a t  i n  t h e  c o u r s e  o f  t i m e  t h e s e  
i n i t i a t i v e s  wiil l e a d  t o  a n  a c c e p t a b l e  p r o j e c t  f r a i n e w o r ~  f o r  A I D .  
In t h e  mean tine, w e  u i s h  t o  e x p r e s s  o u r  i n t e r e s t  i n  n a v i n g  w o r ~ e d  
o n  t h i s  p r o j e c t ,  a n d  t o  c o n f i r m  t h a t  we w o u i d  be h a p ? ?  t o  c o u s i d e r  
any f u t u r e  work  r e i a t e d  t h e r e t o ,  b e  i t  s n  e v a i u a t ~ o u  si t ; i e  
D e v e l o p m e n t  2 i n a n c e  C o r p o r a t i o n ,  t h e  d e v e i o p a e n t  cti a ~ u s l n e s s  ? i . ~ : i  
f d r  t h e  3 e l i z e  I n v e s t m e n t  G r o u p ,  o r  t h e  f i n e - t u n i n g  o r  t e c h n i c a i  
a s p e c t s  o f  t h e  PID i f  a n d  when  t i n e  h a s  come t o  t a k e  r e n e w e d  s t e p s  
t o w a r d s  p r o j e c t  i m p l e m e n t a t i o n .  We w o u l d  c e r t a i n l y  a p p r e c i a t e  o e i a g  
k e p t  a b r e a s t  o f  a n y  f u t u r e  d e v e l o p m e n t s  o r  i n i t i a t i v e s  t a k e n  b y  t h e  
m i s s i o n .  

- - 
D a v i d  H a r x o n  a n d  I w i s h  t o  e x t e n d  o u r  t h a n k s  t o  you  p e r s o n a l l y  

f o r  m a k i n g  o u r  s t a y  b o t h  f r u i t f u l  a n d  p l e a s a n t .  A l s o  t o  b e  t h a n k e d  
a r e  t4r. B r a s b r c h ,  o t h e r  A I D  s t a f f  i n  y o u r  o f f i c e ,  M a t t  T o ~ a r ,  a s  
w e l l  a s  n u m e r o u s  members  o f  t h e  l o c a l  f i n a n c i a l  a n d  b u s i n e s s  
c o m m u n i t y  f o r  t h e l r  a c t i v e  c o o p e r a t i o n  a n d  s h a r i n g  of d a t a .  

S i n c e r e l y ,  

J e a n - J a c q u e s  D e s c h a n p s  
D i r e c t o r ,  P r i v a t e  S e c t o r  
D e v e l o p m e n t  D i v i s i o n  
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I .  RELATIONSHIP OF PROJECT TO COUNTRY PROGRAM 

( t o  b e  c o m p i e t e d  by  U S A I D / B e l i z e )  

PROJECT RATIONALE 

~ ~ ~ 1 ~ / 8 e l i z e ' s  p r o p o s e d  I n v e s t m e n t  C r e d i t  P r o j e c t  w a s  
d e v e l o p e d  i n  r e s p o n s e  t o  t h e  e x i s t e n c e  o f  a  
c r i t i c a l l y - i m p o r t a n t  demand f o r  medium- a n d  l o n g - t e r m  c r e d i t  
t h a t  i s  n o t  p r e s e n t l y  a d d r e s s e d  by  l o c a l  f i n a n c i a l  m a r k e t s .  
T h e s e  s e p a r a t e  b u t  i n t e r t w i n e d  demand a n d  i n s t i t u t i o n a l  f a c t o r s  
a r e  a n a l y z e d  b e l o w  a s  t h e  two  k e y  i s s u e s  t h a t  t h i s  p r o j e c t  
a t t e m p t s  t o  a d d r e s s .  

1. The  Demand f o r  I n v e s t m e n t  C r e d i t  

A v a i l a b i l i t y  o f  medium a n d  l o n g  t e r m  c r e d i t  i s  a  s e r i o u s  
c o n s t r a i n t  f o r  B e l i z e ' s  p r i v a t e  s e c t o r .  W h i l e  t h e  c o m m e r c i a l  
b a n k s  d e n i e d  t h a t  t h e r e  w a s  a n y  l a r g e - s c a l e  demand f o r  s u c h  
c r e d i t ,  a  s e c t o r i a l  r e v i e w  o f  s p e c i f i c  c r e d i t  r e q u i r e m e n t s  
c o n f i r m e d  a  s t r o n g  unmet  demand f o r  medium- a s  w e l l  a s  
l o n g - t e r m  c r e d i t .  

A s  o u l i n e d  i n  Annex A ,  t o u r i s m  a n d  a g r i c u l t u r e  a r e  t h e  two 
p r i n c i p a l  s e c t o r s  c a l l i n g  f o r  e a r l y  a c c e s s  t o  medium a n d  l o n g  . t e r m  c r e d i t .  . I n  o r d e r  t o  p r o v i d e  t h e  n e c e s s a r y  i n f r a s t . r u c t u r e  
t o  s u p p o r t  a  g r o w i n g  t o u r i s t  t r a d e  i 1 0 - 1 5 %  c o m p o u n d e d  i n c r e a s e  
a n t i c i p a t e d  o v e r  t h e  n e x t  f i v e  y e a r s j ,  medium- a n d  l o n g - t e r m  
c r e d i t  n e e d s  h a v e  b e e n  e s t i m a t e d  a t  U . S .  4 . 5  m i l l i o u  f o r  h o t e l  
u p g r a J i n g / r e n o v a t i o n ,  U.S.$ 3 . 8 - 5 . 1  m i l l i o n  f o r  h o t e l  
e x p a n s i o n ,  a n d  $ 3 . 1  m i l l i o n  f o r  r e s t a u r a n t s ,  f o r  a  s u b t o t a l  o f  
$ 1 1 . 4  - 1 2 . 7  m i l l i o n .  I f  p o t e n t i a l  new h o t e l  c o n s t r u c t i o n  i s  
a d d e d ,  t h e  t o t a l  demand f o r  c r e d i t  f o r  t o u r i s m  i n c r e a s e s  b y  
a n o t h e r  $ 6 . 3 - 2 2 . 5  m i l l i o n  t o  $ 1 7 . 7  - 3 5 . 2  m i l l i o n  

T h e  a g r i c u l t u r a l  s e c t o r  h a s  a n  u n p a r a l l e l e d  o p p o r t u n i t y  t o  t a k e  
a d v a n t a g e  of  a  "window" i n  t h e  s u p p l y  of  row c r o p  v e g e t a b l e s  t o  
t h e  U n i t e d  S t a t e s .  T h e r e  a r e  two m a j o r  c l u s t e r s  o f  i n v e s t o r s  
f o r  r o v  c r o p s .  The  f i r s t  o n e  i s  l i n k e d  t o  t h e  B e l i z e  
A g r i b u s i n e s s  Company, a  f i r m  s t a r t e d  i n  c o n n e c t i o n  w i t h  a n  
A I D - f u n d e d  p r o j e c t  d e s i g n e d  t o  d i v e r s i f y  t h e  c r o p  p r o d u c t i o n  o f  
s e v e r a l  t h o u s a n d  s m a l l  f a r m e r s  i n  t h e  n o r t h e r n  p a r t  o f  t h e  
c o u n t r y  t o  move them i n t o  v e g e t a b l e s  a n d  o r c h a r d  c r o p s  ( f o r  
e x p o r t ) ,  a n d  o i l s e e d  c r o p s  ( d o m e s t i c  m a r k e t ) .  A s e c o n d  g r o u p  
i s  c o n s t i t u t e d  by f o u r  l a r g e  i n d i v i d u a l  i n v e s t o r s / f a r m e r s  who 
a r e  j u s t  g e t t i n g  i n t o  p r o d u c t i o n .  I f  o n e  o r  more  o f  t h e s e  f o u r  
a r e  s u c c e s s f u l ,  e i g h t  t o  t e n  l a r g e - s c a l e  g r o w e r s  w i l l  l i k e l y  
f o l l o w  s u i t  w i t h i n  f i v e  y e a r s .  The p o t e n t i a l  medium a n d  l o n g  
t e r m  c r e d i t  n e e d s  o f  BABCO-re l a t ed  f a r m e r s  a n d  o f  l a r g e  



i n d i v i d u a l  g r o w e r s  h a s  b e e n  e s t i m a t e d  a t  r e s p e c t i v e l y  $ 1 7 . 1  
m i l l i o n  a n d  $ 1 0 . 6 - 1 3 . 3  m i l l i o n  f o r  a  t o t a l  o f  $ 2 7 . 7 -  30  m i l l i o n  
f o r  t h e  1 9 8 8 - 1 9 9 0  p e r i o d .  

I t  i s  n o t  p o s s i b l e  t o  q u a n t i f y  c r e d i t  r e q u i r e m e n t s  w i t h  a n y  
d e g r e e  o f  a c c u r a c y  i n  o t h e r  m a j o r  s e c t o r s  d u e  c h i e f l y  t o  l a c k  
o f  i n f o r m a t i o n ,  n e w n e s s l r i s k i n e s s  o f  t h e  i n d u s t r y ,  a n d / o r  t h e  
p r e s e n t  s m a l l  s i z e  o f  t h e  i n d u s t r y .  H o w e v e r ,  i f  o n e  i n c l u d e s  
r e a l i s t i c  c r e d i t  n e e d s  i n  f i s h i n g ,  l u m b e r / w o o d  p r o d u c t s ,  s h r i m p  
f a r m i n g ,  g a r m e n t s ,  a n d  t o  a l e s s e r  e x t e n t  f o o d  p r o c e s s i n g ,  t h e  
a g g r e g a t e  demand f o r  medium a n d  l o n g  t e r m  c r e d i t  o v e r  t h e  n e x t  
f o u r  t o  f i v e  y e a r s  c a n  be  e s t i m a t e d  a t  $ 5 0 - $ 7 5  m i l l i o n ,  
d e p e n d i n g  l a r g e l y  o n  t h e  s u c c e s s  of  t o u r i s m  p r o m o t i o n  e f f o r t s  
a n d  o f  a g r i c u l t u r a l  e x p o r t s  t o  t h e  U n i t e d  S t a t e s .  

2 .  The A b s e n c e  o f  F e a s i b l e  I n s t i t u t i o n a l  M e c h a n i s m s  

A l t h o u g h  B e l i z e  i s  i n  some r e s p e c t s  o v e r b a n k e d  f o r  a  
c o u n t r y  of  i t s  s i z e  ( t h e r e  a r e  f o u r  c o m m e r c i a l  b a n k s  o p e r a t i n g  
l o c a l l y  p l u s  a  h o s t  o f  o t h e r  i n s t i t u t i o n s ) ,  l o c a l  i n s t i t u t i o n s  
h a v e  b e e n  u n w i l l i n g  t o  make c r i t i c a l l y - n e e d e d  t e r m  c r e d i t  
a v a i l a b l e  i n  m e a n i n g f u l  a m o u n t s  t o  e i t h e r  e x i s t i n g  b u s i n e s s e s  
o r  f o r  new i n v e s t m e n t s ,  n o r  h a v e  t h e s e  i n s t i t u t i o n s  i n d i c a t e d  
t h e i r  r e a d i n e s s  t o  d o  s o  o r  d e v e l o p  a  c a p a c i t y  t o  d o  s o  i n  t h e  
f u t u r e .  

T h i s  s i t u a t i o n  c l e a r l y  d o e s  n o t  r e s u l t  f r o m  a l a c k  o f  a v a i l a b l e  
f u n d s  on t h e  p a r t  o f  t h e  b a n k s ,  s i n c e  t h e  l a t t e r  h a v e  now b e e n  
o v e r l y  l i q u i d  f o r  t h e  p a s t  s e v e r a l  y e a r s .  A l s o ,  l o c a l  b a n k s  
w e r e  i n d e e d  g i v e n  a  g o l d e n  o p p o r t u n i t y  t o  e x p a n d  t h e i r  l e n d i n g  
p r o g r a m  i n t o  p r o j e c t - t y p e  f i n a n c i n g  u n d e r  U S A I D ' s  C o m m e r c i a l  
Bank D i s c o u n t  Fund ( l a u n c h e d  i n  1 9 8 3 ) ,  b u t  t h e y  c h o s e  t o  f o r e g o  
t h a t  o p p o r t u n i t y .  To t h e  c o n t r a r y ,  t h e  p r i n c i p a l  c a u s e  o f  t h e  
b a n k s '  l a c k  o f  i n v o l v e m e n t  i n  t e r m  c r e d i t  a c t i v i t i e s  c a n  be 
t r a c e d  b a c k  t o  a  t r a d i t i o n a l  a v e r s i o n  t o  s u c h  t y p e  o f  l e n d i n g ,  
s t e m m i n g  f r o m  t h e i r  c o n s e r v a t i v e  l e n d i n g  p r o c e d u r e s  ( n o  d o u b t  
e n c o u r a g e d  by t h e i r  h e a d  o f f i c e s ) ,  l a c k  o f  i n c e n t i v e  t o  
d i v e r s i f y  away f r o m  t h e i r  e x i s t i n g  h i g h l y  p r o f i t a b l e  s h o r t - t e r m  
l e n d i n g  a c t i v i t i e s ,  t h e  a b s e n c e  o f  a n  i n - h o u s e  p r o j e c t  a n a l y s i s  
c a p a c i t y ,  a n d  t h e  h i g h  l e v e l  o f  p e r c e i v e d  r i s k .  

A s i d e  f r o m  t h e  b a n k s ,  l i m i t e d  p r o j e c t - t y p e  f i n a n c i n g  h a s  b e e n  
made a v a i l a b l e  by t h e  g o v e r n m e n t - o w n e d  D e v e l o p m e n t  F i n a n c e  
C o r p o r a t i o u  ( a n d  s e l e c t i v e l y  by t h e  N a t i o n a l  D e v e l o p m e n t  
F o u n d a t i o n  o f  B e l i z e  a n d  by LAAD), b u t  a s  w i l l  b e  s e e n  i n  t h e  
a n a l y s i s  of  k e y  p r o j e c t  f a c t o r s  ( S e c t i o n  I V )  t h e  DFC i s  
d e f i n i t e l y  n o t  a t  p r e s e n t  a n  a p p r o p r i a t e  i n s t i t u t i o n a l  c h a n n e l  
f o r  A I D  p r o j e c t  f u n d s .  



T h i s  l e a v e s  USAID w i t h  l i t t l e  a l t e r n a t i v e  b u t  t o  h e l p  s e t  u p  a  
new i n s t i t u t i o n a l  m e c h a n i s m  d e s i g n e d  t o  c h a n n e l  t e r m  c r e d i t  t o  
b o n a  f i d e  e n t r e p r e n e u r s  o n  r e a s o n a b l e  c o n d i t i o n s  a n d  o n  a  
t i m e l y  b a s i s .  T h u s ,  t h e  i n t e n t i o n  of  t h i s  p r o j e c t  i s  t o  g i v e  
B e l i z e ' s  e x p o r t - o r i e n t e d  economy a d y n a m i c  p u s h  by h e l p i n g  t o  
r e m o v e  t h e  k e y  c r e d i t  c o n s t r a i n t  t h a t  t o  d a t e  h a s  h a m p e r e d  
p r i v a t e  s e c t o r  i n i t i a t i v e .  

PROJECT DESCRIPTION 

1. P r o j e c t  G o a l  a n d  P u r p o s e  

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

The  p r o j e c t  p u r p o s e  i s :  ( 1 )  t o  make medium- a n d  l o n g - t e r m  
c r e d i t  a v a i l a b l e  t o  c r e d i t - w o r t h y  p r i v a t e  s e c t o r  o p e r a t o r s ;  a n d  
( 2 )  t o  d e v e l o p  o v e r  t h e  l i f e  o f  t h e  p r o j e c t  a  c a p a c i t y  w i t h i n  
o n e  o r  s e v e r a l  p a r t i c i p a t i n g  i n s t i t u t i o n s  t o  e x t e n d  s u c h  c r e d i t  
i n  a n  e f f i c i e n t  a n d  r e s p o n s i v e  m a n n e r  a s  w e l l  t o  m a n a g e  a  t e r m  
l o a n  p o r t f o l i o  u n d e r  f i n a n c i a l l y  v i a b l e  c o n d i t i o n s .  

2 .  P r o j e c t  O u t l i n e  

a .  I n s t i t u t i o n a l  M e c h a n i s m s  

The  I n v e s t m e n t  C r e d i t  P r o j e c t  w i l l  r e v o l v e  a r o u n d :  ( 1 )  
a  n e w l y - e s t a b l i s h e d  I n v e s t m e n t  C r e d i t  U n i t ;  a n d  (2) o n e  o r  
s e v e r a l  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n s  t h a t  w i l l  a c c e s s  
p r o j e c t  f u n d s  a s  w e l l  a s  t e c h n i c a l  e x p e r t i s e  t h r o u g h  a  
r e d i s c o u n t  mechan i sm managed  by t h e  U n i t .  

A s  e n v i s i o n e d ,  t h e  I n v e s t m e n t  C r e d i t  U n i t  ( I C U )  w i l l  m a n a g e  t h e  
p r o j e c t ' s  c r e d i t  f u n d s  o n  b e h a i f  o f  A I D .  I t  w i l l  b e  h e a d e d  by 
a  s e n i o r ,  p r o v e n  c r e d i t  s y s t e m s  s p e c i a l i s t  w i t h  p a r t i c u l a r  
e x p e r i e n c e  i n  p r o j e c t  f i n a n c i n g ,  a n d  may a l s o  c o n c e i v a b l y  
c o m p r i s e  a  p r o j e c t  a n a l y s t  a n d  a  l o a n  a d m i n i s t r a t i o n  
s p e c i a l i s t .  W h e r e v e r  t h e  I C U  i s  a c t u a l l y  b a s e d ,  i t  i s  i n  v i e w  
o f  t h e  l a c k  o f  p r o j e c t  a n a l y s i s  e x p e r t i s e  i n  c o u n t r y  m o r e  t h a n  
l i k e l y  t h a t  t h e  U n i t  w i l l  h a v e  t o  r e l y  d u r i n g  i n i t i a l  p h a s e  o f  
o p e r a t i o n  o f  o u t s i d e  t e c h n i c a l  a s s i s t a n c e .  S u c h  t e c h n i c a l  
a s s i s t a n c e  w i l l  be  a v a i l a b l e  u n d e r  t h e  P r o j e c t  a s  d e s c r i b e d  i n  
s u b p a r a g r a p h  d .  b e l o w .  

U S A I D / B ~ L ~ ~ ~  b e l i e v e s  t h a t  t h e  I C U  s h o u l d  be  i d e a l l y  



e s t a b l i s h e d  a s  a  u n i t  o f  t h e  C e n t r a l  B a n k ,  w i t h  t h e  l a t t e r  t h e n  
r e s p o n s i b l e  f o r  a p p o i n t i n g  a n d / o r  h i r i n g  i t s  s t a f f .  S u c h  a  
s e t - u p  w o u l d  p r e s e n t  t h e  a d v a n t a g e s  o f :  ( 1 )  e s t a b l i s h i n g  t h e  
g o v e r n m e n t  a s  t h e  d i r e c t  b o r r o w e r  o f  A I D  f u n d s ;  ( 2 )  i n v o l v i n g  
t h e  g o v e r n m e n t  a n d  t h e  C e n t r a l  Bank i n t o  t h e  P r o j e c t ;  a n d  ( 3 )  
e n s u r i n g  t h e  u n i t ' s  p e r m a n e n c y ,  a n d  c o n c e i v a b l y  a l l o w i n g  t h e  
I C U  t o  m a n a g e  USAID, b u t  a l s o  I B R D  a n d  o t h e r  d o n o r  f u n d s  
c h a n n e l e d  t h r o u g h  t h e  g o v e r n m e n t .  H o w e v e r ,  t h e  C e n t r a l  Bank 
b e l i e v e s  t h a t  h o u s i n g  t h e  I C U  w i t h i n  i t s  own o f f i c e s  w o u l d  
" c l o u d "  i t s  l o n g - t e r m  o b j e c t i v e s ,  w h i c h  i t  s e e s  a s  b e i n g  t h e  
r e g u l a t i o n  o f  f i n a n c i a l  m a r k e t s ,  e x c l u d i n g  a n y  d i r e c t  
i n v o l v e m e n t  i n  c r e d i t  a c t i v i t i e s .  The  a p p r o p r i a t e  " h o u s i n g "  
a n d  r e p o r t i n g  l i n e s  o f  t h e  I C U  w i l l  t h u s  h a v e  t o  be r e v i e w e d  
f u r t h e r  d u r i n g  p r o j e c t  d e s i g n .  

The I C U  w i l l  c h a n n e l  c r e d i t  f u n d s  t o  o n e  o r  s e v e r a l  
p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n s  ( P F I s ) .  I n  v i e w  o f  t h e  
a t t i t u d e  of  l o c a l  b a n k s  a n d  of USAID's  e x p e r i e n c e  u n d e r  t h e  
C o m m e r c i a l  Bank  D i s c o u n t  Fund ,  t h e  c a r e f u l  s e l e c t i o n  of  P F I s  
w i l l  b e  c r i t i c a l  t o  p r o j e c t  s u c c e s s .  I t  i s  A I D ' S  i , n t e n t i o n  t o  
s e l e c t  t hem o n  a  c a s e - b y - c a s e  b a s i s ,  o n  t h e  s t r e n g t h  of  e a c h  
o n e ' s  c l e a r  i n t e r e s t  t o  p a r t i c i p a t e  i n  t h e  P r o j e c t  a n d  i t s  
e x i s t i n g  a s  w e l l  a s  f u t u r e  i n s t i t u t i o n a l  c a p a c i t y  i n  t h e  a r e a s  
of p r o j e c t  a n a l y s i s  a n d  p o r t f o l i o  m a n a g e m e n t .  The  a p p r o v a l  by 
A I D  of  e a c h  i n d i v i d u a l  P F I  w i l l  b e  c o n s i d e r e d  o n  t h e  b a s i s  o f  a  
c o m p r e h e n s i v e  i n s t i t u t i o n a l  a n a l y s i s  t o  b e  c o m p l e t e d  i n  
c o o p e r a t i o n  w i t h  t h e  I C U  a n d  w i t h  t h e  a s s i s t a n c e  of  t h e  I C U  
t e c h n i c a l  a s s i s t a n c e  t e a m .  

A s  a l r e a d y  n o t e d ,  t h e r e  i s  c u r r e n t l y  a  d e a r t h  o f  f i n a n c i a l  
i n s t i t u t i o n s  w i t h  a n  e s t a b l i s h e d  c a p a c i t y  t o  i d e n t i f y ,  p r o m o t e ,  
a p p r a i s e ,  a n d  m o n i t o r  medium- t o  l o n g - t e r m  p r o j e c t s .  H o w e v e r ,  
a  number  o f  e n c o u r a g i n g  d e v e l o p m e n t s  h a v e  t a k e n  p l a c e  t h a t  make  
U S A 1 ~ I ~ e l i z e  c o n f i d e n t  t h a t  a t  l e a s t  o n e  s a t i s f a c t o r y  P F I  g i l l  
be i d e n t i f i e d  i n  t h e  c o u r s e  of d e s i g n i n g  t h i s  p r o j e c t .  The two 
f o l l o w i n g  g r o u p s  p r e s e n t  p a r t i c u l a r  p o t e n t i a l  a s  P F I s :  

o  t h e  B e l i z e  I n v e s t m e n t  G r o u p  ( B I G ) ,  w h i c h  w a s  
e s t a b l i s h e d  w i t h  t h e  m i s s i o n ' s  e n c o u r a g e m e n t  a n d  w h i c h  
a i m s  a t  r a i s i n g  s e e d  c a p i t a l  f r o m  t h e  l o c a l  b u s i n e s s  
c o m m u n i t y  a n d  f r o m  t h e  B e l i z i a n  c o m m u n i t y  i n  t h e  U.S .  
f o r  i n v e s t m e n t  i n t o  p r o d u c t i v e  l o c a l  v e n t u r e s  
( c o m m i t m e n t s  o f  U . S . $ 1 7 5 , 0 0 0  h a v e  a l r e a d y  b e e n  
o b t a i n e d  l o c a l l y ,  a n d  t h e  g r o u p  i s  p o i s e d  t o  u n d e r t a k e  
a f u n d - r a i s i n g  d r i v e  i n  t h e  U . S .  t h r o u g h  t h e  
U . S . - b a s e d  C o n s o r t i u m  f o r  B e l i z i a n  D e v e l o p m e n t ) .  T h e  
B I G  i s  c u r r e n t l y  c o n s i d e r i n g  a  n u m b e r  o f  o p t i o n s ,  s u c h  
as  h e l p i n g  e s t a b l i s h  a n d  c a p i t a l i z e  a n  i n v e s t m e n t  
"window"  a t  A t l a n t i c  B a n k ,  o r  c r e a t i n g  a d i r e c t  
i n v e s t m e n t  company t h a t  w o u l d  a c c e s s  l o a n  f u n d s  f r o m  



t h e  I C U .  A d e f i n i t i v e  s t r a t e g y  w i l l  b e  e s t a b l i s h e d  
s h o r t l y  o n  t h e  b a s i s  of  u p c o m i n g  d i s c u s s i o n s  b e t w e e n  
t h e  B I G  a n d  A t l a n t i c  B a n k ,  a n d  i t  i s  a l s o  
U S A I D / B ~ ~ ~ ~ ~ ' S  i n t e n t i o n  t o  p r o v i d e  t h e  B I G  w i t h  
d i r e c t  t e c h n i c a l  a s s i s t a n c e  a t  t h e  p r o j e c t  d e s i g n  
s t a g e  f o r  t h e  d e v e l o p m e n t  of a  c o m p r e h e n s i v e  b u s i n e s s  
p l a n .  

o  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  ~ a n k  f o r  Commerce a n d  
I n d u s t r y  ( B B C I ) ,  w h i c h  o p e n e d  i t s  d o o r s  o n  A p r i l  1 5 ,  
1 9 8 7  by t a k i n g  o v e r  t h e  e x i s t i n g  R o y a l  Bank o f  C a n a d a  
b r a n c h .  The  B B C I  i s  7 5  p e r c e n t - o w n e d  by B r i t i s h  
b u s i n e s s m a n  Mr. M i c h a e l  A s h c r o f  t ,  who i n d i c a t e d  t o  
USAID t h a t  . . . ( t o  b e  c o m p l e t e d  by A I D  a f t e r  m i d - A p r i l  
m e e t i n g ) .  

A l t h o u g h  t h e  a b o v e  two i n s t i t u t i o n a l  s e t - u p s  o f f e r  t h e  o n l y  
s t r o n g  p r o s p e c t s  a t  t h i s  s t a g e ,  i t  i s  c o n c e i v a b l e  t h a t  o t h e r  
f i n a n c i a l  i n s t i t u t i o n s  w o u l d  b e  c o n s i d e r e d  a s  P F I s  i n  t h e  
f u t u r e ,  among w h i c h  t h e  D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  ( b u t  
n o t  b e f o r e  i t  i s  r e s t r u c t u r e d  a n d  i t s  l o a n  p o r t f o l i o  i s  c l e a n e d  
u p ) ,  t h e  N a t i o n a l  D e v e l o p m e n t  F o u n d a t i o n  o f  B e l i z e  ( f o r  t h e  
s m a l l e r - t y p e  p r o j e c t s  o f  s a y  u p  t o  U . S . $ 2 5 , 0 0 0 ) ,  a n d  p o s s i b l y  
o t h e r s .  A p r e l i m i n a r y  a n a l y s i s  o f  t h e s e  v a r i o u s  i n s t i t u t i o n a l  
o p t i o n s  w i l l  b e  f o u n d  i n  C h a p t e r  I V . l  b e l o w .  

b .  Loan  F u n d i n g  P r o c e d u r e s  

Once a n  i n s t i t u t i o n  i s  a p p r o v e d  a s  a  P F I ,  i t  w i l l  b e  
i n  a  p o s i t i o n  t o  a c c e s s  p r o j e c t  f u n d s  t h r o u g h  a  r e d i s c o u n t i n g  
m e c h a n i s m  s i m i l a r  t o  t h e  o n e  s e t  up  u n d e r  t h e  e x i s t i n g  
C o m m e r c i a l  Bank D i s c o u n t  F u n d .  However ,  t h e  new I n v e s t m e n t  
C r e d i t  U n i t  m e c h a n i s m  w i l l  a l s o  g r e a t l y  d i f f e r  f r o m  t h e  
D i s c o u n t  Fund i n  t h e  f o l l o w i n g  i n p o r t a n t  r e s p e c t s :  

o  t h e  I C U  w i l l  h a v e  a  s t r o n g  i n - h o u s e  c a p a c i t y  t o  
a c t u a l l y  a n a l y z e  l o a n s  a n d  u n d e r t a k e  f u l l - f l e d g e d  
f e a s i b i l i t y  a n a l y s e s  b e f o r e  a p p r o v i n g  i n d i v i d u a l  
s u b l o a n s  s u b m i t t e d  by a  P F I ,  a n d  

o  i t  w i l l  r e l y  o n  P F I s  t h a t  w i l l  h a v e  a  c l e a r  i n t e r e s t  
a n d  a  p r o v e n  c a p a c i t y  t o  manage  a  p o r t f o l i o  o f  
i n v e s t m e n t  l o a n s  ( t h i s  h a s  c l e a r l y  n o t  p r o v e n  t o  b e  
t h e  c a s e  f o r  c o m m e r c i a l  b a n k s  u n d e r  t h e  D i s c o u n t  F u n d ) .  

The  I C U  w i l l  d i s c o u n t  u p  t b  7 5  p e r c e n t  of  s u b l o a n  a m o u n t .  T h i s  
p e r c e n t a g e  i s  c o n s i d e r e d  t o  b e  h i g h  e n o u g h  t o  p r o v i d e  i n c e n t i v e  
t o  t h e  P F I ( S )  t o  a c t i v e l y  u s e  p r o j e c t  f a c i l i t i e s ,  w h i l e  s t i l l  
e n s u r i n g  t h a t  t h e  l a t t e r  w i l l  h a v e  s u f f i c i e n t  s t a k e  i n  t h e  
s u b p r o j e c t s  s o  a s  t o  c a r e f u l l y  a p p r a i s e  a n d  m o n i t o r  t hem o n  



\ 

t h e i r  own a c c o r d .  The i s s u e  o f  a g u a r a n t e e  s c h e m e  w i l l  b e  
r e v i e w e d  f u r t h e r  w i t h  p o t e n t i a l  P F I s  a n d  t h e  C e n t r a l  Bank a t  
P r o j e c t  P a p e r  s t a g e ,  b u t  a n y  r e p a y m e n t  g u a r a n t e e  p r o v i d e d  u n d e r  
t o  t h e  P r o j e c t  t o  P F I s  w o u l d  i n  a n y  c a s e  b e  m o d e s t  ( u p  t o  5 0  
p e r c e n t  maximum).  

c .  S u b l o a n  C h a r a c t e r i s t i c s  

To b e  e l i g i b l e  f o r  r e d i s c o u n t i n g ,  s u b l o a n s  w i l l  h a v e  
t o :  ( 1 )  b e  f o r  i n v e s t m e n t  p u r p o s e s ,  i . e .  f o r  t h e  a c q u i s i t i o n ,  
d e v e l o p m e n t  o r  e x p a n s i o n  of  p r o d u c t i v e  o r  i n c o m e - g e n e r a t i n g  
c a p a c i t y ;  a n d  ( 2 )  o f f e r  t h e  p o t e n t i a l  t o  g e n e r a t e  f o r e i g n  
e x c h a n g e  e a r n i n g s  o r  s a v i n g s  f o r  B e l i z e .  However ,  f l e x i b i l i t y  
w i l l  b e  shown  i n  t h e  a p p l i c a t i o n  o f  t h e s e  s u b l o a n  c r i t e r i a .  
F o r  i n s t a n c e ,  a  p r o j e c t  d e s i g n e d  t o  p r o d u c e  f o r  t h e  l o c a l  
m a r k e t  c o u l d  s t i l l  q u a l i f y  u n d e r  t h e  P r o j e c t  i f  i t  o f f e r e d  
c l e a r  e c o n o m i c  b e n e f i t s  t o  t h e  c o u n t r y  s u c h  as  c r e a t i o n  o f  new 
j o b s  o r  s u b s t i t u t i o n  o f  i m p o r t s  ( s i n c e  B e l i z e ' s  economy i s  
d e c i d e d l y  e x p o r t - o r i e n t e d ,  i t  i s  s t i l l  m o r e  t h a n  l i k e l y  t h a t  
t h e  v a s t  m a j o r i t y  o f  p r o j e c t s  w i l l  p r e s e n t  a  s t r o n g  
e x p o r t - e a r n i n g  p o t e n t i a l ) .  A l s o ,  a c c o m o d a t i o n s  w i l l  b e  made t o  
t h e  a p p l i c a t i o n  o f  t h e  f i r s t  e l i g i b i l i t y  c r i t e r i a ,  a l l o w i n g  
s u b l o a n s  t o  i n c l u d e  a  w o r k i n g  c a p i t a l  c o m p o n e n t  i f  p r o j e c t  
s u c c e s s  h i n g e s  o n  a v a i l a b i l i t y  o f  t h e  l a t t e r  ( t h e  e n t r e p r e n e u r  
w i l l  n o r m a l l y  be  r e q u e s t e d  t o  f i n a n c e  a t  l e a s t  20-30 p e r c e n t  o f  
t o t a l  p r o j e c t  c o s t ) .  

On t h e  b a s i s  o f  t h e  demand a n a l y s i s  u n d e r t a k e n  by t h e  P I D  
d e s i g n  t e a m ,  i t  i s  a n t i c i p a t e d  t h a t  t h e  b u l k  o f  t h e  l o a n s  w i l l  
go t o  t h e  a g r i c u l t u r e  a n d  t o u r i s m  s e c t o r s ,  w i t h  t h e  r e m a i n d e r  
g o i n g  t o  o t h e r  p r o d u c t i v e  i n v e s t m e n t s  s u c h  a s  d e e p - s e a  f i s h i n g ,  
s h r i m p i n g ,  s h r i m p  f a r m i n g ,  f o r e s t  p r o d u c t s  a n d  f o o d  p r o c e s s i n g .  

S u b l o a n s  w i l l  n o r m a l l y  c a r r y  t e r m s  o f  up  t o  s e v e n  y e a r s ,  
a l t h o u g h  t e r m s  o f  u p ' t o  1 5  y e a r s  w i l l  be  c o n s i d e r e d  f o r  
c o n s t r u c t i o n  o r  e x p a n s i o n ' o f  p h y s i c a l  f a c i l i t i e s .  G r a c e  
p e r i o d s  o f  u p  t o  2 y e a r s  ( a n d  4 y e a r s  f o r  c e r t a i n  t r e e  c r o p s  
a n d  f o r  c o n s t r u c t i o n )  w i l l  b e  c o n s i d e r e d ,  d u r i n g  w h i c h  t i m e  
i n t e r e s t  p a y m e n t s  w i l l  r e u a i n  d u e .  H o w e v e r ,  n e i t h e r  maximum 
g r a c e  p e r i o d  n o r  maximum t e r m s  w i l l  b e  a u t o m a t i c  f o r  a 
p a r t i c u l a r  t y p e  o f  l o a n ,  a s  t h e s e  w i l l  be  g r a n t e d  f o r  e a c h  
i n d i v i d u a l  p r o j e c t  o n  t h e  b a s i s  o f  p r o j e c t e d  c a s h  f l o w s .  

S u b l o a n s  w i l l  b e  made a t  m a r k e t  r a t e  c o n d i t i o n s ,  i . e .  a t  
i n t e r e s t  r a t e s  n o  l o w e r  t h a n  t h e  C e n t r a l  B a n k - e s t a b l i s h e d  P r i m e  
R a t e  ( c u r r e n t l y  1 2  p e r c e n t ) .  I n  o r d e r  t o  p r o v i d e  s u f f i c i e n t  
i n c e n t i v e  t o  P F I s  -- a s  w e l l  a s  t o  c o v e r  t h e i r  l e n d i n g  r i s k  -- 
t h e y  w i l l  b e . o f f e r e d  a  s p r e a d  o f  n o  l e s s  t h a n  5  p e r c e n t a g e  
p o i n t s ,  i . e .  t h e  r e d i s c o u n t  r a t e  s h o u l d  n o t  b e  h i g h e r  t h a n  7 
p e r c e n t  u n d e r  p r e s e n t  i n t e r e s t  r a t e  c o n d i t i o n s  ( t h i s  w o u l d  



s t i l l  l e a v e  t h e  C e n t r a l  Bank w i t h  a  h e a l t h y  5 p o i n t s - s p r e a d  t o  
c o v e r  i t s  r i s k  a s  w e l l  a s  t h e  c o s t  o f  o p e r a t i n g  t h e  I C U ) .  

T h e  o p t i o n  of  a l l o w i n g  t h e  I C U  t o  u s e  A I D  i o a n  f u n d s  t o  i n v e s t  
i n  t h e  f o r m  o f  e q u i t y  i n  i n d i v i d u a l  p r o j e c t s  w i l l  a l s o  b e  
i n v e s t i g a t e d  d u r i n g  p r o j e c t  d e s i g n .  A l t h o u g h  s u c h  e q u i t y  
i n v e s t m e n t s  w o u l d  b e  l i m i t e d  t o  s a y  1 0  p e r c e n t  o f  t h e  I C U ' s  
t o t a l  p o r t f o l i o ,  t h e  o p t i o n  may p r o v e  a t t r a c t i v e  w h e r e  i t  
c o n s t i t u t e s  t h e  o n l y  r e a s o n a b l e  me thod  t o  a c h i e v e  a f a v o r a b l e  
mix  o f  e q u i t y  v s .  l o a n  f u n d s  i n  a  g i v e n  p r o j e c t .  

d .  T e c h n i c a l  A s s i s t a n c e  

The  c r e a t i o n  o f  a n  i n s t i t u t i o n a l  c a p a c i t y  t o  manage  a  
p o r t f o l i o  o f  medium- a n d  l o n g - t e r m  l o a n s  t o  l o c a l  v e n t u r e s  i s  
t o g e t h e r  w i t h  t h e  i n f u s i o n  o f  i n i t i a l  c r e d i t  f u n d s  t h e  o t h e r  
m a j o r  o b j e c t i v e  o f  t h i s  p r o j e c t .  S i n c e  t h e r e  i s  n o  i n - c o u n t r y  
c a p a c i t y  i n  t h i s  a r e a ,  s u c h  i n s t i t u t i o n a l  c a p a b i l i t y  w i l l  be  
c r e a t e d  a t  t h e  l e v e l  of  b o t h  t h e  I C U  a n d  t h e  P F I ( S ~  t h r o u g h  t h e  
p r o v i s i o n  of  h i g h l y  s p e c i a l i z e d  t e c h n i c a l  a s s i s t a n c e  t o  b e  
c o n t r a c t e d  by U S A I D / B ~ ~ ~ ~ ~  u n d e r  a n  i n s t i t u t i o n a l  c o n t r a c t .  

A t h r e e - p e r s o n  t e c h n i c a l  a s s i s t a n c e  t eam i s  p r e s e n t l y  b e i n g  
c o n s i d e r e d  by USAID, i n c l u d i n g :  (1) a  s e n i o r  c r e d i t  s y s t e m s  
s p e c i a l i s t  a s  C h i e f  o f  p a r t y ;  ( 2 )  a  s p e c i a l i s t  i n  p r o j e c t  
a n a l y s i s / f e a s i b i l i t y  a n a l y s i s ;  a n d  ( 3 )  a  l o a n  a d m i n i s t r a t i o n  
a n d  m o n i t o r i n g  s p e c i a l i s t .  The t eam w i l l  be  b a s e d  a t  t h e  I C U  
( i . e .  p r e s u m a b l y  a t  t h e  C e n t r a l  B a n k ) .  I t s  p r i n c i p a l  t a s k  w i l l  
b e  t o  a s s i s t  t h e  I C U  i n  a n a l y z i n g  s p e c i f i c  s u b p r o j e c t s  
s u b m i t t e d  f o r  d i s c o u n t i n g  a n d  i n  m a n a g i n g  i t s  p o r t f o l i o  o f  
l o a n s .  I n  s o  d o i n g ,  i t  w i l l  a l s o  be t r a i n i n g  i t s  I C U  
c o u n t e r p a r t s  i n  t e a m  m e m b e r s '  r e s p e c t i v e  a r e a s  o f  e x p e r t i s e .  
An e q u a l l y  i m p o r t a n t  r e s p o n s i b i l i t y  o f  t h e  t e a m  w i l l  b e  t o  make 
a v a i l a b l e  i t s  t e c h n i c a l  e x p e r t i s e  t o  t h e  p a r t i c i p a t i n g  
f i n a n c i a l  i n s t i t u t i o n ( s ) ,  h e l p i n g  them i n  a p p r a i s i n g  p d t e n t i a l  
p r o j e c t s  a n d  p r o v i d i n g  t h e i r  s t a f f  w i t h  o n - g o i n g  g u i d a n c e  a n d  
t r a i n i n g  i n  p r o j e c t  i d e n t i f i c a t i o n ,  p r o j e c t  p r o m o t i o n ,  e c o n o m i c  
a n d  f i n a n c i a l  a n a l y s i s ,  a n d  p r o j e c t  a d m i n i s t r a t i o n  a n d  
m o n i t o r i n g .  A t  y e t  a t h i r d  l e v e l ,  t h e  t e c h n i c a l  a s s i s t a n c e  
t eam w i l l  make i t s  e x p e r t i s e  i n  p r o j e c t  d e v e l o p m e n t  a n d  
f e a s i b i l i t y  a s s e s s m e n t  a v a i l a b l e  t o  i n d i v i d u a l  p r i v a t e  s e c t o r  
o p e r a t o r s ,  a l t h o u g h  s u c h  a s s i s t a n c e  w i l l  be  n o r m a l l y  p r o v i d e d  
f o r  a  f e e .  

3 .  A n t i c i p a t e d  A c h i e v e m e n t s  

The  p r o j e c t  i s  e x p e c t e d  t o  g e n e r a t e  f o u r  t y p e s  o f  b e n e f i t s  
f o r  B e l i z e ,  e a c h  o f  w h i c h  w i l l  b e  a n a l y z e d  s e p a r a t e l y  b e l o w :  
( 1 )  i m p r o v e d  a c c e s s  by p r i v a t e  s e c t o r  o p e r a t o r s  t o  medium- a n d  



l o n g - t e r m  c r e d i t ;  ( 2 )  e s t a b l i s h m e n t  a n d  c o n t i n u e d  b u i l d i n g  
t h r o u g h  t e c h n i c a l  a s s i s t a n c e  o f  a n  i n s t i t u t i o n a l  c a p a c i t y  t o  
manage  a  p o r t f o l i o  o f  t e r m  l o a n s ;  ( 3 )  i m p r o v e d  p e r f o r m a n c e  a n d  
g r o w t h  i n  k e y  h a r d  c u r r e n c y - e a r n i n g  s e c t o r s  s u c h  a s  
a g r i c u l t u r a l  p r o d u c t i o n  a n d  t o u r i s m ,  w i t h  a  c o n c u r r e n t  p o s i t i v e  
e f f e c t  on  t h e  c o u n t r y ' s  b a l a n c e  o f  p a y m e n t s ;  a n d  ( 4 )  new 
e m p l o y m e n t  o p p o r t u n i t i e s .  

a .  I m p r o v e d  A c c e s s  t o  Term C r e d i t  

The '  P r o j e c t  i s  d e s i g n e d  t o  c h a n n e l  U.S.$3 m i l l i o n  o f  
f r e s h  c r e d i t  f u n d s  i n t o  t h e  l o c a l  p r i v a t e  s e c t o r .  Term c r e d i t  
i s  e x p e c t e d  t o  r e p r e s e n t  t h e  b u l k  o f  t h a t  t o t a l ,  a s  w o r k i n g  
c a p i t a l - t y p e  f i n a n c i n g  w i l l  b e  g r a n t e d  o n l y  i n  e x c e p t i o n a l  
c a s e s  a s  a c o m p o n e n t  o f  a n  o v e r a l l  f i n a n c i n g  p a c k a g e .  

I t  i s  n o t  p o s s i b l e  t o  q u a n t i f y  t h e  a m o u n t  o f  t e r m  c r e d i t  
a v a i l a b l e '  t o d a y  i n  B e l i z e .  Commerc ia l .  b a n k s  a r e  n o t  i n  a  
p o s i t i o n ,  o r  d o  n o t  w i s h ,  t o  p r o v i d e  a n  e s t i m a t e  o f  t h e  l i t t l e  
a m o u n t  of  t e r m  c r e d i t  t h a t  t h e y  p r o v i d e  t o  t h e i r  b e s t  
c u s t o m e r s .  ' C r e d i t  t e r m s  g r a n t e d  i n  s u c h  c a s e s  by  t h e s e  b a n k s  
a r e  anyhow i n a d e q u a t e ;  t y p i c a l l y ,  a  m a j o r  l o c a l  b u s i n e s s m a n  
r e p o r t e d  t h a t  h i s  b a n k  d i d  n o t  c o n s e n t  t o  t e r m s  b e y o a d  f i v e  
y e a r s  f o r  c o n s t r u c t i o n  o f  a  new s t o r e .  A s  f o r  t h e  DFC, i n  
t h e o r y  - t h e  o n l y  s i g n i f i c a n t  p u r v e y o r  o f  t e r m  c r e d i t  t o  t h e  
p r i v a t e  s e c t o r ,  i t s  l e n d i n g  a c t i v i t y  h a s  a p p e a r e d  t o  h a v e  a l l  
b u t  d r i e d  up  o v e r  t h e  p a s t  s e v e r a l  y e a r s  (DFC l e n d i n g  i s  
e x p e c t e d  t o  p i c k  u p  a g a i n  s o o n  f o l l o w i n g  t h e  r e c e n t  s i g n a t u r e  
o f  a l o a n  a g r e e m e n t  b e t w e e n  t h e  D F C  a n d  t h e  C a r i b b e a n  
D e v e l o p m e n t  B a n k ) .  

I n  a d d i t i o n  t o  m a k i n g  t e r m  l o a n s  a v a i l a b l e  t o  t h e  
c r e d i t - s t a r v e d  p r i v a t e  s e c t o r ,  t h e  P r o j e c t  w i l l  a l s o  e n s u r e  
t h a t  t h e  l e n d i n g  p r o g r a m  w i l l  be  managed  b o t h  e f f i c i e n t l y  a n d  
f l e x i b l y  a t  t h e  l e v e l  o f  t h e  P F I ( S ) ,  w h i c h  w i l l  b e  e x p e c t e d  t o  
make  a v a i l a b l e  t o  l o c a l  e n t r e p r e n e u r s  a q u a l i t y  o f  s e r v i c e  
o f f e r e d  n e i t h e r  by t h e  DFC n o r  by t h e  c o m m e r c i a l  b a n k s .  A s  
c a s e s  i n  p o i n t :  

o p r o j e c t  p r o m o t e r s  w i l l  h a v e  a c c e s s  a s  r e q u i r e d  t o  
q u a l i t y  t e c h n i c a l  a s s i s t a n c e  t h r o u g h o u t  t h e  
d e v e l o p m e n t  a n d  a p p r a i s a l  o f  t h e i r  p r o j e c t s ;  

o  a p p r a i s a l  o f  p r o j e c t s  w i l l  b e  o f  a  q u a l i t y  a n d  
t h o r o u g h n e s s  n o t  a v a i l a b l e  i n  B e l i z e  t o d a y ;  

o  f l e x i b i l i t y  w i l l  b e  shown w i t h  r e s p e c t  t o  c o l l a t e r a l  
r e q u i r e m e n t s ,  a s  L e n d i n g  d e c i s i o n s  w i l l  be  b a s e d  f i r s t  
o n  p r o j e c t  f e a s i b i l i t y ,  a n d  o n l y  s e c o n d a r i l y  o n  
a v a i l a b l e  s e c u r i t y  ( c o n t r a r y  t o  t h e  DFC o r  t o  t h e  



b a n k s  w h i c h  w i l l  demand u n r e a s o n a b l y - h i g h  c o l l a t e r a l  
a s  a c o m p e n s a t i o n  f o r  p o o r  p r o j e c t  r e v i e w ) ;  a n d  

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

b .  D e v e l o p m e n t  o f  a n  I n s t i t u t i o n a l  C a p a c i t y  

The P r o j e c t  w i l l  e s t a b l i s h  a n d  h e l p  s t r e n g t h e n  t h e  
c a p a c i t y  of  l o c a l  i n s t i t u t i o n s  t o  manage  a  p o r t f o l i o  o f  l o a n s  
t o  p r i v a t e  s e c t o r  p r o m o t e r s .  A s  a l r e a d y  m e n t i o n e d ,  t h i s  
c a p a c i t y  w i l l  b e  d e v e l o p e d  b o t h  a t  t h e  l e v e l  o f  t h e  I n v e s t m e n t  
C r e d i t  U n i t  ( p r e s u m a b l y  l o c a t e d  i n  t h e  C e n t r a l  B a n k )  a n d  w i t h i n  
e a c h  a p p r o v e d  p a r t i c i p a t i n g  f i n a n c i a l  i n t e r m e d i a r y .  M o r e o v e r ,  
t h i s  i n s t i t u t i o n a l  c a p a c i t y  w i l l  b e  o f  a p e r m a n e n t  n a t u r e ;  
t h r o u g h  t h e  t r a n s f e r  o f  t e c h n i c a l  s k i l l s  f r o m  m e m b e r s  o f  t h e  
t e c h n i c a l  a s s i s t a n c e  t e a m  t o  t h e i r  l o c a l  c o u n t e r p a r t s ,  i t  i s  
a n t i c i p a t e d  t h a t  a  s t r o n g  t e c h n i c a l  c a p a b i l i t y .  w i l l  h a v e  b e e n  
d e v e l o p e d  w i t h i n  l o c a l  i n s t i t u t i o n s  by p r o j e c t  c o m p l e t i o n  d a t e .  

I n  t h e  c a s e  t h e  I C U  i s  i n d e e d  e s t a b l i s h e d  w i t h i n  t h e  C e u t r a l  
B a n k ,  i t  w i l l  f o r  t h e  f i r s t  t i m e  p r o v i d e  t h e  l a t t e r  ( a n d  
t h e r e b y  t h e  g o v e r n m e n t )  w i t h  a n  e x t r e m e l y  v a l u a b l e  c a p a c i t y  t o  
a c t u a l l y  p a r t i c i p a t e  i n  t h e  p r o m . q t i o n  a n d  s e l e c t i o n  o f  p r o j e c t s  
t h a t  o f f e r  b e s t  p o t e n t i a l  f o r  t h e  c o u n t r y .  A s  a l r e a d y  
m e n t i o n e d ,  t h i s  c a p a c i t y  c a n  b e  a p p l i e d  t o  o t h e r  non-AID f u n d e d  
p r o g r a m s ,  s u c h  a s  t h o s e  b e i n g  c o n s i d e r e d  by I B R D  a n d  o t h e r  
i n t e r n a t i o n a l  a g e n c i e s .  

c .  Growth  i n  Kev E x u o r t - o r i e n t e d  A c t i v i t i e s  

I V .  

( t o  be c o m p l e t e d  by u S ~ ~ D / ~ e l i z e )  

d .  E m ~ l o v m e n t  G e n e r a t i o n  

( t o  be c o m p l e t e d  by u S A ~ D / ~ e l i z e )  

ANALYSIS OF K E Y  PROJECT ISSUES 

1. A n a l y s i s  o f  A l t e r n a t i v e  I n s t i t u t i o n a l  M e c h a n i s m s  

A  number  o f  i n s t i t u t i o n a l  a r r a n g e m e n t s  w e r e  c o n s i d e r e d  by 
USAID i n  t h e  c o u r s e  o f  d e v e l o p i n g  t h i s  PID. T h e  d e s i g n  t e a m  
s p e c i f i c a l l y  a n a l y z e d  t h r e e  o p t i o n s  w h i c h  o f f e r e d  p o t e n t i a l l y  
a c c e p t a b l e  m e c h a n i s m s  f o r  t h e  P r o j e c t .  T h e s e  w e r e :  ( 1 )  u s i n g  



t h e  D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  t o  c h a n n e l  A I D  c r e d i t  f u n d s  
t o  e l i g i b l e  s u b b o r r o w e r s ;  ( 2 )  s u p p o r t  t h e  c r e a t i o n  o f  a p r i v a t e  
f i n a n c e  company ,  t o  b e  s t a r t e d  up  a n d  c a p i t a l i z e d  by  t h e  
A I D - s u p p o r t e d  B e l i z e  I n v e s t m e n t  G r o u p ;  a n d  ( 3 j  e n c o u r a g e  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  Bank f o r  Commerce a n d  I n d u s t r y  (BBCI)  
t o  o p e n  a n  i n v e s t m e n t  c r e d i t  "window".  

T a b l e  4 . 1  s u m m a r i z e s  t h e  a d v a n t a g e s  a n d  c o n s t r a i n t s  o f  e a c h  o n e  
o f  t h e s e  a l t e r n a t i v e s .  A s  s t a t e d  i n  t h i s  t a b l e ,  e a c h  o n e  o f  
t h e s e  t h r e e  c o r e  o p t i o n s  w a s  f o u n d  t o  p r e s e n t  l i m i t a t i o n s  
s t r o n g  e n o u g h  s o  a s  t o  p r e v e n t  t h e  m i s s i o n  f r o m  c o m m i t t i n g  
i t s e l f  e x c l u s i v e l y  t o  a n y  o n e  o f  t h e m :  

( a )  The D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  iDFC) h a s  b e e n  m a r r e d  
o v e r  t h e  y e a r s  by p o l i t i c a l  p r e s s u r e  a n d  i n f l u e n c i n g  i n  
i t s  o v e r a l l  l e n d i n g  a c t i v i t y ,  a n d  more  s p e c i f i c a l l y  i n  t h e  
s u b l o a n  a p p r o v a l  p r o c e s s .  A l t h o u g h  t h i s  h a s  r e p o r t e d l y  n o  
l o n g e r  b e e n  a  p r o b l e m  n  t h e  p a s t  two y e a r s  u n d e r  t h e  new 
a d m i n i s t r a t i o n ,  t h e  DFC i s  s t i l l  b e i n g  h a m p e r e d  by a h i g h  
p e r c e n t a g e  o f  n o n - p e r f o r m i n g  l o a n s ,  e s t i m a t e d  t o  b e  
a n y x h e r e  b e t w e e n  1 0  a n d  5 0  p e r c e n t  o f  t h e  p o r t f o l i o ,  b u t  
more  l i k e l y  t o  b e  a t  l e a s t  40  p e r c e n t  ( t h e  DFC h a s  
p r o m i s e d  i t s  m a i n  d o n o r  t h e  C a r i b b e a n  D e v e l o p m e n t  Bank a s  
w e l l  a s  I B R D  t h a t  a n  a n a l y s i s  o f  d e l i n q u e n t  l o a n s  w o u l d  b e  
a v a i l a b l e  s h o r t l y ) .  A d d i t i o n a l l y ,  a  c u r s o r y  r e v i e w  o f  D F C  
o p e r a t i o n s  by t h e  PID d e s i g n  t e a m  h a s  shown  t h a t  o p e r a t i n g  
p r o c e d u r e s  a r e  b u r d e n e d  by a  s l o w  l o a n  r e v i e w  p r o c e s s ,  a  
c a p a c i t y  t o  i d e n t i f y  a n d  m o n i t o r  p r o j e c t s  w h i c h  i s  d u b i o u s  
a t  b e s t ,  a n d  g e n e r a l  b u r e a u c r a t i c  i n e f f i c i e n c i e s .  I n  a n y  
c a s e ,  i t  w o u l d  n o t  b e  w i s e  f o r  U S A I D / B ~ ~ ~ ~ ~  t o  c o m m i t  
i t s e l f  t o  w o r k i n g  w i t h  t h e  D F C  a t  l e a s t  b e f o r e  t h e  
i n s t i t u t i o n  i s  r e s t r u c t u r e d  a n d  s t r e n g t h e n e d  u n d e r  C D B  a n d  
I B R D  a u s p i c e s .  

( ( 0 )  The  B e l i z e  I n v e s t m e n t  Group  ( B I G )  was s e t  u p  by a  g r o u p  of  
l o c a l  b u s i n e s s p e o p l e  w i t h  t h e  e n c o u r a g e m e n t  a n d  a c t i v e  
i n v o l v e m e n t  o f  USAID w i t h  t h e  a i m  of  r a i s i n g  s e e d  c a p i t a l  
f o r  d e v e l o p m e n t  p r o j e c t s .  The i n i t i a l  i d e a  w a s  t o  r a i s e  
a r o u n d  U . S . $ l  m i l l i o n  b o t h  i n  B e l i z e  a n d  t h r o u g h  t h e  
C o n s o r t i u m  f o r  B e l i z i a n  D e v e l o p m e n t  i n  t h e  U.S. a s  
s t a r t - u p  c a p i t a l  f o r  a  new p r i v a t e  f i n a n c e  c o m p a n y .  
The d e s i g n  t e a m ,  h o w e v e r ,  f o u n d  t h r e e  m a j o r  c o n s t r a i n t s  
a t t a c h e d  t o  t h e  c h a n n e l i n g  o f  A I D  f u n d s  t h r o u g h  a  
B I G - s p o n s o r e d  p r i v a t e  f i n a n c e  company :  ( 1 )  B I G ' S  a b i l i t y  
a n d  p r o s p e c t s  t o  r a i s e  U . S . $ l  m i l l i o n  i s  d o u b t f u l ;  ( 2 )  
d i s c r e p a n c i e s  o f  o b j e c t i v e s  w e r e  f o u n d  among k e y  members  
of t h e  g r o u p ,  a n d  t h e r e  w a s  a  g e n e r a l  l a c k  o f  
u n d e r s t a n d i n g  o f  w h a t  s t a r t i n g  a  new f i n a n c i a l  i n s t i t u t i o n  
was a l l  a b o u t ;  a n d  ( 3 )  i t  i s  e s t i m a t e d  t h a t  s t a r t - u p  t i m e  
f o r  a  new s u c h  i n s t i t u t i o n  w o u l d  be  a p p r o x i m a t e l y  two 



T a b l e  4: 1 - US41D/Bel~ze - Export 1nves:aenr Credi: Project 
Advan: . g e s  and Consrralnts of Varlolls Alrernar~ve Ins:lru:lonal Channels 

Advanrases 

Developmen: Finance --Use of the only exisring 
Corpora tion finance insttturion ~n Belize 

--Takes advancage of DFC's expertise 
in projec: analysis, of irs pro- 
fessional staff and of its offices. 
--AID and IBRD would both be using 
DFC as implemenring institution for 
:heir credit projects. 

Belize Investmen: --Uses a private ins:ltu:lon ser up 
Group through joint efforrs of local business 

communi:y. 
--First-time-ever efEorr to involve 
expatriate Belizeans in :he 
development of Belize. 
--Diversified ownership C control 
--Possible opportunity to use Aclantic 
Bank as "seaz" of new institution 

3. BBCI --Use of BBCI's existing managemen: 
s:ruc:ure, s:aff, offices & 1egl:irnacy 
--AID'S objeczives will hopefully 
piggyback new ownership's interests 
--New investmen: window could be 
operational on fairly shorc n o c ~ c e .  

--DFC is a public, polizically 
oriented insticurion. 
--DFC's exisring loan por:folio 
is of mediocre quality at besr, 
and its capaclcy :o identify & 
monitor projects is dubious. 
- - .AID would be commizting 
izself to DFC before full-effect of 
ocher efforts to res:ructure and 
strengrhen it. 

--Quesztonable ability ro raise 
sufficienr equiry capital from 
Belizean investors. 
--Discrepaacy of objecrives be- 
tween group members & lack of 
unders:anding of what a finan- 
cial institurion is all abou:. 
--Time and cosr lnvolued in 
making new instirucion fully 
operational, including problems 
relared to recroirmenz of management 
sraff 

--Unknown inTentions of n e w  owner- 
ship (at least until March 29 
meeting v i r h  Mr, Ashcroft). 
--Ownership concen:ra:ed in one hand 
--Lack of developmen: bank lng 
experience. 



y e a r s ,  d u r i n g  w h i c h  t i m e  e s s e n t i a l l y  n o  A I D  c r e d i t  f u n d s  
w o u l d  b e  a v a i l a b l e  t o  t h e  l o c a l  e c o n o m y .  

( c )  t h e  B e l i z e  Bank f o r  Commerce  a n d  I n d u s t r y  ( B B C I )  a p p e a r e d  
t o  o f f e r  t h e  b e s t  p o t e n t i a l  a s  c h a n n e l  f o r  AID f u n d s ,  
i n s o f a r  a s  t h i s  o p t i o n  w o u l d  h a v e  made u s e  o f  a n  e x i s t i n g  
f i n a n c i a l  i n s t i t u t i o n ,  now o w n e d  7 5  p e r c e n t  by 
d e v e l o p m e n t - m i n d e d  Mr. M i c h a e l  A s h c r o f  t 

( U s A I ~ / ~ e l i z e  t o  c o m p l e t e  s t a t u s  o f  n e g o t i a t i o n s  a f t e r  
a n t i c i p a t e d  May m e e t i n g  w i t h  Mr. A s h c r o f t ) .  

u s ~ I ~ / ~ e l i z e  i s  c o n f i d e n t  t h a t  a  s a t i s f a c t o r y  i n s t i t u t i o n a l  
s e t - u p  w i l l  b e  i d e n t i f i e d  d u r i n g  p r o j e c t  d e s i g n ,  w i t h  t h e  m o s t  
p r o m i s i n g  p r o s p e c t s  b e i n g  t h e  B B C I  a n d  a p o s s i b l e  t i e - i n  
b e t w e e n  t h e  B I G  a n d  a n  e x i s t i n g  b a n k  ( A t l a n t i c  B a n k  o r  t h e  s a m e  
B B C I ) .  I n  a n y  c a s e ,  t h e  P I D  d e s i g n  t e a m  h a s  c o n c l u d e d  t h a t  i t  
w o u l d  b e  d e s i r a b l e  t o  g i v e  a c h a n c e  t o  s e v e r a l  i n s t i t u t i o n s  t o  
d e v e l o p  a c a p a c i t y  t o  a n a l y z e  a n d  m a n a g e  a p o r t f o l i o  o f  t e r m  
l o a n s  t o  t h e  p r i v a t e  s e c t o r  d u r i n g  t h e  c o u r s e  o f  t h e  P r o j e c t .  

T h i s  c a n  b e  b e s t  a c h i e v e d  t h r o u g h  t h e  e s t a b l i s h m e n t  o f  a 
s e p a r a t e  u n i t  t h a t  w i l l  m a n a g e  p r o j e c t  f u n d s  o n  b e h a l f  o f  A I D  
a s  w e l l  a s  make i t s  own p r o j e c t  a n a l y s i s  c a p a b i l i t y  a v a i l a b l e  
t o  p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u t i o n s  ( s e e  C h a p t e r  1 1 1 . 2 .  f o r  
a d e s c r i p t i o n  o f  t h e  p r o p o s e d  r e s p o n s i b i l i t i e s  a n d  f u n c t i o n i n g  
o f  t h i s  u n i t ) .  A l t h o u g h  t h e  l o c a t i o n  a n d  r e p o r t i n g  l i n e s  o f  
t h i s  u n i t  w i l l  b e  f u r t h e r  a n a l y z e +  d u r i n g  f i n a l  p r o j e c t  d e s i g n ,  
i t  w o u l d  a p p e a r  d e s i r a b l e  t o  h o u s e  t h i s  u n i t  w i t h i n  t h e  C e n t r a l  
B a n k ,  b o t h  t o  d e v e l o p  w i t h i n  t h e  l a t t e r  a n  u n d e r s t a n d i n g  o f  t h e  
c o n s t r i c t i n g  f i n a n c i a l  c o n d i t i o n s  u n d e r  w h i c h  t h e  l o c a l  e c o n o m y  
i s  o p e r a t i n g  a n d  h o p e f u l l y  t o  a l l o w  I B R D  a n d  p o s s i b l y  o t h e r  
d o n o r s  t o  u s e  t h i s  u n i t  a s  a c h a n n e l  f o r  f u n d s  f o r  t h e i r  own 
c r e d i t  p r o g r a m s .  

2 .  F u n c t i o n i n g  o f  L o c a l  F i n a n c i a l  M a r k e t s  

B e l i z e ' s  f i n a n c i a l  m a r k e t s  a r e  c h a r a c t e r i z e d  b y :  

o a  r e l a t i v e l y  l i b e r a l  a n d  o p e n  r e g u l a t o r y  e n v i r o n m e n t ;  

o  a h i g h  l e v e l  o f  r e a l  i n t e r e s t  r a t e s ,  b o t h  o n  t h e  
d e p o s i t  a n d  o n  t h e  l e n d i n g  s i d e s ;  

o  h i g h  l i q u i d i t y  l e v e l s  ; 

o  g e n e r a l  s h a l l o w n e s s  o f  t h e  s y s t e m ;  

o  t h e  d o m i n a n t  p o s i t i o n  h e l d  b y  b r a n c h e s  o f  f o r e i g n  



b a n k s ;  a n d  

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

C o m m e r c i a l  b a n k s  a r e  o p e r a t i n g  i n  a  r e l a t i v e l y  o p e n  r e g u l a t o r y  
e n v i r o n m e n t  s e t  by t h e  C e n t r a l  Bank.  A l t h o u g h  f o r  r e a s o n s  t h a t  
a r e  d i s c u s s e d  b e l o w  t h e  b a n k s  a r e  t i e d  t o  f l o o r  i n t e r e s t  r a t e s  
o n  d e p o s i t s  a s  w e l l  a s  l o a n s ,  t h e y  a r e  n o t  t i e d  t o  a n y  
g o v e r n m e n t  g u i d e l i n e s  a p p l i c a b l e  t o  t h e  a l l o c a t i o n  o f  c r e d i t  o r  
t o  s p e c i f i c  l e n d i n g  r a t i o s ,  a n d  t h e y  a r e  a s  s u c h  e n t i r e l y  f r e e  
t o  a p p l y  t h e i r  r e s o u r c e s  a s  t h e y  p l e a s e .  The  o n l y  r a t i o s  t h a t  
b a n k s  a r e  l i a b l e  f o r  a r e :  ( 1 )  p a i d - u p  c a p i t a l  a n d  r e s e r v e s  a r e  
t o  r e p r e s e n t  a t  l e a s t  5  p e r c e n t  o f  a l l  d e p o s i t  l i a b i l i t i e s  
( c l i e n t  d e p o s i t s ) ;  ( 2 )  l i q u i d  a s s e t s  s h o u l d  r e p r e s e n t  a t  l e a s t  
3 0  p e r c e n t  o f  a v e r a g e  d e p o s i t s ;  a n d  ( 3 )  1 5  p e r c e n t  o f  n e t  
i n c o m e  s h o u l d  be  a p p l i e d  e a c h  y e a r  t o  r e s e r v e s .  I n  a d d i t i o n ,  
b a n k s  a r e  t o  m a i n t a i n  a t  t h e  C e n t r a l  Bank n o n - i n t e r e s t  b e a r i n g  
r e s e r v e s  c u r r e n t l y  s e t  a t  9  p e r c e n t  o f  a v e r a g e  d e p o s i t s .  
L a s t l y ,  i n  o r d e r  t o  l i m i t  maximum e x p o s u r e ,  b a n k s  c a n n o t  l e n d  
m o r e  t h a n  25 p e r c e n t  o f  c a p i t a l  f u n d s  t o  a n y  s i n g l e  c l i e n t  o r  
g r o u p .  

The C e n t r a l  Bank h a s  b e e n  m a i n t a i n i n g  c o n s i s t e n t l y  h i g h  r a t e s  
o f  i n t e r e s t  t h r o u g h  t h e  i m p o s i t i o n  of  f l o o r s  o n  b o t h  d e p o s i t  
a n d  l e n d i n g  r a t e s  a p p l i e d  by c o m m e r c i a l  b a n k s .  A l t h o u g h  l o c a l  
i n f l a t i o n  h a s  come down t o  1 . 8  p e r c e n t  i n  1 9 8 5  ( IBRD f i g u r e )  
a n d  t o  0 . 8  p e r c e n t  i n  1 9 8 6  ( C e n t r a l  Bank e s t i m a t e ) ,  t h e  minimum 
l e n d i n g  r a t e  i s  s t i l l  s e t  a t  1 2  p e r c e n t  (down f r o m  1 4  p e r c e n t  
i n  December  1 9 8 6 ) ,  w h i l e  d e p o s i t  r a t e s  r a n g e  f r o m  5 p e r c e n t  o n  
o r d i n a r y  p a s s b o o k  s a v i n g s  t o  a s  much a s  1 2  p e r c e n t  o n  t w o - y e a r  
f i x e d  d e p o s i t s .  S u c h  h i g h  r e a l  r a t e s  of  i n t e r e s t  a r e  i n t e n d e d  
t o  e n c o u r a g e  s a v i n g s  a n d  d i s c o u r a g e  b o r r o w i n g s ,  a p o l i c y  
d e s i g n e d  t o  p r o t e c t  B e l i z e ' s  c u r r e n c y  r e s e r v e s  t h a t  a r e  s o  
v i t a l  t o  t h e  s m o o t h  f u n c t i o n i n g  o f  t h e  c o u n t r y ' s  e c o n o m y  ( h i g h  
c o n s u m p t i o n  r a t e s  a n d  h i g h  l e v e l s  of b o r r o w i n g  w o u l d  s u p p o s e d l y  
h a v e  a d i r e c t  n e g a t i v e  i m p a c t  o n  i m p o r t  r e q u i r e m e n t s ) .  C u r r e n t  
i n t e r e s t  r a t e  p o l i c y  w i l l  b e  m a i n t a i n e d  by t h e  C e n t r a l  Bank a s  
l o n g  a s  g o v e r n m e n t  b o r r o w i n g  r e q u i r e m e n t s  r e m a i n  h i g h .  

On t h e  o t h e r  h a n d ,  h i g h  i n t e r e s t  r a t e s  h a v e  h a d  a  p o s i t i v e  
e f f e c t  o n  s a v i n g s  l e v e l s ,  a n d  a r e  p r e s u m a b l y  a f a c t o r  i n  t h e  
h i g h  l e v e l  o f  l i q u i d i t y  o f  t h e  f i n a n c i a l  s y s t e m .  I n  S e p t e m b e r  
1 9 8 6 ,  t o t a l  l i q u i d i t y  i n  b a n k s  r e p r e s e n t e d  a s  much a s  4 4 . 6  
p e r c e n t  o f  a v e r a g e  d e p o s i t s  v s .  t h e  r e q u i r e d  3 0  p e r c e n t  r a t i o  
( t o t a l  l i q u i d  a s s e t s :  B .$75  m i l l i o n  v s .  t h e  r e q u i r e d  B . $  5 0 . 5  
m i l l i o n ) .  T h e r e  i s  l i t t l e  d o u b t  h o w e v e r  t h a t  t h e  p r i n c i p a l  
f a c t o r  b e h i n d  e x c e s s  l i q u i d i t y  i n  t h e  s y s t e m  i s  t h e  b a n k s '  
t i m i d  a p p r o a c h  t o  l e n d i n g .  S i n c e  b a n k s  h a v e  n o  i n t e n t i o n  t o  
i n v o l v e  t h e m s e l v e s  i n  a g g r e s s i v e  new l e n d i n g ,  t h e y  h a v e  



r e p o r t e d l y  b e e n  r e l u c t a n t  t o  t a k e  l a r g e  d e p o s i t s  o f  3 m o n t h s  o r  
m o r e  ( 3 - m o n t h  d e p o s i t s  y i e l d  1 0  p e r c e n t ,  v s .  8  p e r c e n t  f o r  
s h o r t e r - t e r m  t i m e  d e p o s i t s ) .  

L o c a l  f i n a n c i a l  m a r k e t s  a r e  d o m i n a t e d  by b r a n c h e s  o f  f o r e i g n  
' b a n k s .  M a r k e t  s h a r e  o f  t h e  v a r i o u s  l o c a l  b a n k s  c a n  b e  

e s t i m a t e d  a s  f o l l o w s :  

T o t a l  A s s e t s  - M a r k e t  S h a r e  
( B  . $  m i l l i o n )  (%) 

R o y a l  Bank o f  Canada  (now BBCI )  80 
B a r c l a y s  7 0 
Bank o f  Nova S c o t i a  70  
A t l a n t i c  Bank 1 0  
T o t  a 1  2 3 0  

A l l  i n  a l l ,  l o c a l  f i n a n c i a l  m a r k e t s  s u f f e r  f r o m  t h e  s h a l l o w n e s s  
t h a t  i s  t y p i c a l  of  c o u n t r i e s  o f  s i m i l a r  l e v e l s  o f  d e v e l o p m e n t .  
U s i n g  u s u a l  I B R D  b e n c h m a r k s  t o  m e a s u r e  d e p t h  of  f i n a n c i a l  
m a r k e t s ,  n a r r o w  money s u p p l y  ( M I )  r e p r e s e n t e d  1 6 . 5  p e r c e n t  o f  
G D P  a t  1 9 8 5  y e a r - e n d .  The  m o r e  s i g n i f i c a n t  r a t i o  o f  money a n d  
q u a s i - m o n e y  (M2, o r  b r o a d  money s u p p l y )  t o  G D P  s t o o d  a t  3 2 . 5  
p e r c e n t ,  somewhere  b e t w e e n  l e v e l s  a c h i e v e d  i n  Kenya  a n d  
T h a i l a n d ,  w h i l e  t o t a l  a s s e t s  o f  d e p o s i t  b a n k s  r e p r e s e n t e d  5 8 . 1  
p e r c e n t  of  G D P ,  a  l e v e l  s i m i l a r  t o  c o u n t r i e s  l i k e  N i g e r i a ,  
T h a i l a n d  a n d  K e n y a ,  b u t  t y p i c a l l y  w e l l  b e l o w  l e v e l s  s e e n  i n  
i n d u s t r i a l  c o u n t r i e s  ( 8 7  p e r c e n t  i n  t h e  U . S .  i n  1 9 8 1 ,  1 1 0  
p e r c e n t  i n  Germany a n d  1 6 1  p e r c e n t  i n  J a p a n ) .  

L a s t l y ,  b u t  mos t  i m p o r t a n t l y  f o r  t h e  p u r p o s e s  of  t h i s  p r o j e c t ,  
l o c a l  f i n a n c i a l  m a r k e t s  a r e  c h a r a c t e r i z e d  by  t h e  e x c e s s i v e l y  
c o n s e r v a t i v e  l e n d i n g  c r i t e r i a  a n d  s h o r t  l e n d i n g  t e r m s  g r a n t e d  
by l o c a l  b a n k s  t o  p r o s p e c t i v e  b o r r o w e r s .  T y p i c a l  o f  t h e  b a n k s '  
l e n d i n g  p o l i c i e s  a r e :  

o  c r e d i t  l i m i t e d  t o  e x i s t i n g  c i i e n t s  o r  t o  t h o s e  w i t h  a  
w e l l - e s t a b l i s h e d  c r e d i t  h i s t o r y ;  

o e v e n  f o r  a l l  b u t  t h e  v e r y  b e s t  c l i e n t s ,  c r e d i t  l i m i t e d  
m o s t l y  t o  t r a d e  f i n a n c i n g  a n d / o r  t o  t h e  d i s c o u n t i n g  of  
r e c e i v a b l e s ,  w i t h  u s u a l  t e r m s  of  9 0  d a y s  o r  l e s s ;  

o  h i g h  i n t e r e s t  r a t e s  o f  1 5 - 1 8  p e r c e n t  d e p e n d i n g  o n  
b o r r o w e r  s t a t u s  ( v s .  a n  a v e r a g e  c o s t  of  f u n d s  t o  t h e  
b a n k s  e s t i m a t e d  t o  b e  8 -9  p e r c e n t ) ;  a n d  

o  e x c e s s i v e  c o l l a t e r a l  r e q u i r e m e n t s  o f  a t  l e a s t  1 5 0  
p e r c e n t  of  l o a n  a m o u n t ,  a l t h o u g h  t h e  b o r r o w e r  w i l l  
t y p i c a l l y  b e  r e q u i r e d  t o  p l e d g e  a l l  h i s  a s s e t s  t o  t h e  



r e p o r t e d l y  b e e n  r e l u c t a n t  t o  t a k e  l a r g e  d e p o s i t s  o f  3 m o n t h s  o r  
m o r e  ( 3 - m o n t h  d e p o s i t s  y i e l d  1 0  p e r c e n t ,  v s .  8  p e r c e n t  f o r  
s h o r t e r - t e r m  t i m e  d e p o s i t s ) .  

L o c a l  f i n a n c i a l  m a r k e t s  a r e  d o m i n a t e d  by b r a n c h e s  o f  f o r e i g n  
b a n k s .  M a r k e t  s h a r e  of t h e  v a r i o u s  l o c a l  b a n k s  c a n  b e  
e s t i m a t e d  a s  f o l l o w s :  

T o t a l  A s s e t s  - M a r k e t  S h a r e  
( 3 .  $ m i l l i o n )  (%> 

R o y a l  Bank o f  Canada  (now B B C I )  8 0  
B a r c l a y s  7 0  
Bank o f  Nova S c o t i a  70  
A t l a n t i c  Bank 1 0  
T o t a l  2 3 0  

A l l  i n  a l l ,  l o c a l  f i n a n c i a l  m a r k e t s  s u f f e r  f r o m  t h e  s h a l l o w n e s s  
t h a t  i s  t y p i c a l  o f  c o u n t r i e s  o f  s i m i l a r  l e v e l s  o f  d e v e l o p m e n t .  
U s i n g  u s u a l  I B R D  b e n c h m a r k s  t o  m e a s u r e  d e p t h  o f  f i n a n c i a l  
m a r k e t s ,  n a r r o w  money s u p p l y  ( M I )  r e p r e s e n t e d  1 6 . 5  p e r c e n t  o f  
G D P  a t  1 9 8 5  y e a r - e n d .  The more  s i g n i f i c a n t  r a t i o  o f  money a n d  
q u a s i - m o n e y  (M2, o r  b r o a d  money s u p p l y )  t o  GDP s t o o d  a t  3 2 . 5  
p e r c e n t ,  s o m e w h e r e  b e t w e e n  l e v e l s  a c h i e v e d  i n  Kenya  a n d  
T h a i l a n d ,  w h i l e  t o t a l  a s s e t s  o f  d e p o s i t  b a n k s  r e p r e s e n t e d  5 8 . 1  
p e r c e n t  o f  G D P ,  a l e v e l  s i m i l a r  t o  c o u n t r i e s  l i k e  N i g e r i a ,  
T h a i l a n d  a n d  K e n y a ,  b u t  t y p i c a l l y  w e l l  b e l o w  l e v e l s  s e e n  i n  
i n d u s t r i a l  c o u n t r i e s  ( 8 7  p e r c e n t  i n  t h e  U.S .  i n  1 9 8 1 ,  1 1 0  
p e r c e n t  i n  Germany a n d  1 6 1  p e r c e n t  i n  J a p a n ) .  

L a s t l y ,  b u t  m o s t  i m p o r t a n t l y  f o r  t h e  p u r p o s e s  o f  t h i s  p r o j e c t ,  
l o c a l  f i n a n c i a l  m a r k e t s  a r e  c h a r a c t e r i z e d  by t h e  e x c e s s i v e l y  
c o n s e r v a t i v e  l e n d i n g  c r i t e r i a  a n d  s h o r t  l e n d i n g  t e r m s  g r a n t e d  
by l o c a l  b a n k s  t o  p r o s p e c t i v e  b o r r o w e r s .  T y p i c a l  o f  t h e  b a n k s '  
l e n d i n g  p o l i c i e s  a r e :  

o  c r e d i t  l i m i t e d  t o  e x i s t i n g  c l i e n t s  o r  t o  t h o s e  w i t h  a  
w e l l - e s t a b l i s h e d  c r e d i t  h i s t o r y ;  

o  e v e n  f o r  a l l  b u t  t h e  v e r y  b e s t  c l i e n t s ,  c r e d i t  l i m i t e d  
m o s t l y  t o  t r a d e  f i n a n c i n g  a n d / o r  t o  t h e  d i s c o u n t i n g  o f  
r e c e i v a b l e s ,  w i t h  u s u a l  t e r m s  o f  9 0  d a y s  o r  l e s s ;  

o  h i g h  i n t e r e s t  r a t e s  o f  1 5 - 1 8  p e r c e n t  d e p e n d i n g  o n  
b o r r o w e r  s t a t u s  ( v s .  a n  a v e r a g e  c o s t  o f  f u n d s  t o  t h e  
b a n k s  e s t i m a t e d  t o  b e  8-9 p e r c e n t ) ;  a n d  

o e x c e s s i v e  c o l l a t e r a l  r e q u i r e m e n t s  o f  a t  l e a s t  1 5 0  
p e r c e n t  o f  l o a n  a m o u n t ,  a l t h o u g h  t h e  b o r r o w e r  w i l l  
t y p i c a l l y  be r e q u i r e d  t o  p l e d g e  a l l  h i s  a s s e t s  t o  t h e  



TABLE 4 . 2 :  C o m p a r a ~ i v e  I n d i c a x o r s  o f  F i n a n c i a  1 D e p z h  
( E x p r e s s e d  a s  P e r c e n t a g e  o f  GDP) 

Money Money & A s s e z s  i n  P e r  C a p l z a  
( M l )  Q u a s i - M o n e y  D e p o s i z  i n c o m e  

B a n k s  (us $ 1  

B e l i z e  

Lower  I n c o m e  ( 1 9 8 1 )  

B o l i v i a  
I n d o n e s  la 
K e n y a  
N i g e r i a  
T h a i  l a n d  

M l d d l e  I n c o m e  ( 1 9 8 1 )  

A r g e n z i n a  
B r a z l l  
K o r e a  
M e x i c o  
P o r z u g a l  

I n d u s z r i a l  ( 1 9 8 1 )  

Germany  1 6  
J a p a n  2 9  
S p a i n  2 6 
U n i z e d  Kingdom 1 5  
U . S . A .  1 5  



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

P a r t i c u l a r l y  r e l e v a n t  t o  t h e  P r o j e c t  i s  t h e  f a c t  t h a t  n o t  o n l y  
a r e  l o c a l  b a n k s  n o t  w i l l i n g  t o  e n t e r t a i n  p r o j e c t - t y p e  
f i n a n c i n g ,  b u t  t h a t  t h e y  d o  n o t  h a v e  i n - h o u s e  c a p a c i t y  t o  
u n d e r t a k e  p r o j e c t  a n a l y s i s  o r  f e a s i b i l i t y - t y p e  s t u d i e s  ( s u c h  
c r e d i t  a p p l i c a t i o n s  a r e  t o  be  r e f e r r e d  t o  h e a d  o f f i c e ) .  
C o m m e r c i a l  b a n k s '  r e l u c t a n c e  a n d / o r  l a c k  o f  i n c e n t i v e  t o  e x t e n d  
medium- t o  l o n g - t e r m  l o a n s  h a s  b e e n  i n  f a c t  g r e a t  e n o u g h  t o  
make them p a s s  up t h e  o p p o r t u n i t y  t o  e x p a n d  t h e i r  l e n d i n g  
a c t i v i t y  u n d e r  USAID's C o m m e r c i a l  Bank D i s c o u n t  F u n d ,  d e s p i t e  
f a v o r a b l e  r e d i s c o u n t i n g  f a c i l i t i e s  a n d  a c c e s s  t o  a  g u a r a n t e e  
s c h e m e  t h a t  c o v e r e d  u n d e r  c e r t a i n  c o n d i t i o n s  up t o  7 5  p e r c e n t  

, o f  p o t e n t i a l  l o a n  l o s s e s .  

The  o n l y  f i n a n c i a l  i n s t i t u t i o n  t o  p r o v i d e  t e r m  c r e d i t  i n  
B e l i z e  i s  p r e s e n t l y  t h e  D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n .  
U n f o r t u n a t e l y ,  i t  h a s  b e e n  h a m p e r e d  o v e r  t h e  y e a r s  by s e v e r e  
p r o b l e m s  s u c h  a s  i n t e r f e r e n c e  o f  p u l i c  o f f i c i a l s  i n  t h e  l o a n  
a p p r o v a l  p r o c e s s  ( a t  l e a s t  up t o  1 9 8 4 ) ,  p o o r  p r o j e c t  s e l e c t i o n  
a n d  l a c k  o f  p r o j e c t  m o n i t o r i n g .  A s  a  r e s u l t ,  t h e  q u a l i t y  of  
i t s  l o a n  p o r t f o l i o  c a n  be  c h a r a c t e r i z e d  a s  d u b i o u s  a t  b e s t ,  
w i t h  r e a l i s t i c  e s t i m a t e s  o f  i t s  d e l i n q u e n t  l o a n s  i n  t h e  40-50 

- p e r c e n t  r a n g e .  

N o t e :  t o  d a t e ,  t h e  DFC h a s  n o t  made d a t a  o n  p o r t f o l i o  
q u a l i t y  a v a i l a b l e  t o  e i t h e r  USAID o r  t h e  W o r l d  B a n k ,  
o r  f o r  t h a t  m a t t e r  t o  i t s  m a i n  p u r v e y o r  o f  f u n d s  t h e  
C a r i b b e a n  D e v e l o p m e n t  Bank .  T h e r e  a r e  h o w e v e r  o m i n o u s  
s i g n s  t h a t  i t s  b a d  l o a n  r a t i o  may be  o f  s i g n i f i c a n t  
m a g n i t u d e ,  s u c h  a s  t h e  f a c t  t h a t  l e n d i n g  a c t i v i t y  h a s  
b e e n  f a l l i n g  s u b s t a n t i a l l y  i n  t h e  p a s t  two y e a r s  
( p r o b a b l y  d u e  t o  weak  r e f i o w s  f r o m  e x i s t i n g  l o a n s ) ,  
a n d  t h a t  i n t e r e s t .  i n c o m e  h a s  a l s o  b e e n  f a l l i n g  
a c c o r d i n g  t o  p r e l i m i n a r y  1 9 8 4  f i g u r e s  ( n o  a n n u a l  
r e p o r t  h a s  b e e n  p r o d u c e d  s i n c e  . . .  1 9 8 3 1 ) .  

I t  w a s  t h u s  c l e a r  f r o m  t h i s  a n a l y s i s  t h a t  new i n s t i t u t i o n a l  
c h a n n e l s  h a d  t o  be  i d e n t i f i e d  i n  t h e  c o u r s e  o f  d e s i g n i n g  t h e  
p r o j e c t  i n  o r d e r  t o  f e e d  t e r m  f u n d s  i n t o  t h e  c r e d i t - s t a r v e d  
p r i v a t e  s e c t o r .  

3 .  Economic  F a c t o r s  

The  P r o j e c t  w i l l  g e n e r a t e  c l e a r  e c o n o m i c  b e n e f i t s  f o r  
B e l i z e :  

o  i t  w i l l  a l l o w  f o r  new i n v e s t m e n t s  i n  k e y  e c o n o m i c  



a c t i v i t i e s  s u c h  a s  p r o d u c t i o n  a n d  e x p o r t  o f  w i n t e r  
v e g e t a b l e s  a n d  t r o p i c a l  f r u i t s ,  e x p a n s i o n  o f  t h e  
e x i s t i n g  h o t e l  i n £  r a s t r u c t u r e ,  f i s h i n g ,  s h r i m p  
p r o d u c t i o n ,  e t c ;  

o  i t  w i l l  t h u s  g e n e r a t e  g r o w t h  a n d  i n c r e a s e d  l e v e l s  o f  
e m p l o y m e n t  i n  t h e s e  s e c t o r s ;  

o  i t  w i l l  p r o d u c e  c r i t i c a l l y - i m p o r t a n t  f o r e i g n  e x c h a n g e  
e a r n i n g s  f o r  t h e  c o u n t r y ;  a n d  

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

A d e t a i l e d  e c o n o m i c  a n a l y s i s  o f  t h e  P r o j e c t  w i l l  be u n d e r t a k e n  
d u r i n g  p r o j e c t  d e s i g n ,  w i t h  p a r t i c u l a r  e m p h a s i s  o n  t h e  
P r o j e c t '  s f o r e i g n  e x c h a n g e ,  e m p l o y m e n t  a n d  l o c a l  v a l u e  a d d e d  
i m p l i c a t i o n s .  

4 .  E s t i m a t e d  C o s t s  a n d  M e t h o d s  o f  F i n a n c i n g  

( t o  b e  c o m p l e t e d  b y  u S A ~ ~ / ~ e l i z e )  

5 .  P r o p o s e d  D e s i g n  S t r a t e g y  

S i n c e  a  d e t a i l e d  d e m a n d  a n a l y s i s  h a s  a l r e a d y  b e e n  
c o m p l e t e d  a t  t h e  PID s t a g e ,  t h e  f o l l o w i n g  f a c t o r s  w i l l  h a v e  t o  
b e  a n a l y z e d  i n  d e t a i l  d u r i n g  p r o j e c t  d e s i g n :  

DEMAND ANALYSIS 
- F u r t h e r  r e v i e w  o f  c r e d i t  n e e d s  f r o m  i n d i v i d u a l ,  

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

- E x a m i n e  p o t e n t i a l  c r e d i t  d e m a n d  o f  t h e  F r e e  T r a d e  Z o n e  i n  

S a n t a  H e l e n a .  

INSTITUTIONAL ISSUES 
- D e t a i l e d  a n a l y s i s  o f  t h e  s t a t u s ,  r e s p o n s i b i l i t i e s ,  

s t a f f i n g  a n d  o p e r a t i n g  mode o f  t h e  I n v e s t m e n t  C r e d i t  U n i t ,  
i n c l u d i n g  i t s  r e p o r t i n g  l i n e s  w i t h i n  ( o r  w i t h o u t )  t h e  
C e n t r a l  B a n k .  

- T i m e t a b l e  f o r  e s t a b l i s h m e n t  o f  t h e  u n i t ,  a n d  o u . t l i n e  o f  

g o v e r n m e n t  a n d / o r  o t h e r  r e s p o n s i b i l i t i e s  a n d  c o m m i t m e n t s .  
- E s t a b l i s h m e n t  o f  s e l e c t i o n  c r i t e r i a  f o r  p a r t i c i p a t i n g  



f i n a n c i a l  i n s t i t u t i o n s  ( ~ ~ 1 s ) .  
- R e v i e w  o f  t h e  s t a t u s  o f  n e g o c i a t i o n s  w i t h  t h e  B e l i z e  Bank  

f o r  Commerce a n d  I n d u s t r y  a n d  t h e  B e l i z e  I n v e s t m e n t  G r o u p  
( a s  w e l l  a s  A t l a n t i c  Bank i f  a p p l i c a b l e ) .  

- A n a l y s i s  o f  t h e  D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  ( t o  e x t e n t  

p o s s i b l e ) .  - A g r e e m e n t  i n  p r i n c i p l e  w i t h  a t  l e a s t  o n e  P F I .  

FINANCIAL ISSUES 
- Negotiations w i t h  t h e  g o v e r n m e n t  ( i f  a p p l i c a b l e ) ,  t h e  

C e n t r a l  Bank ( a l s o  i f  a p p l i c a b l e )  a n d  t h e  P F I ( S )  o n  
i n t e r e s t  r a t e s '  a n d  s p r e a d .  

- D e t a i l e d  r e v i e w  o f  s u b l o a n  e l i g i b i l i t y  a n d  c h a r a c t e r i s t i c s .  
- A n a l y s i s  o f  t h e  a p p r o p r i a t e n e s s  o f  a l l o w i n g  t h e  P F I ( s )  t o  

make d i r e c t  e q u i t y  i n v e s t m e n t s  i n  p r i v a t e  s e c t o r  f i r a s .  
- O v e r a l l  f i n a n c i a l  a n a l y s i s  o f  t h e  P r o j e c t ,  i n c l u d i n g  c a s h  

f l o w  p r o j e c t i o n s  o v e r  f i v e - y e a r  p e r i o d .  

E C O N O M I C  ANALYSIS 
- D e t a i l e d  e c o n o m i c  a n a l y s i s  o f  t h e  P r o j e c t ,  w i t h  p a r t i c u l a r  

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

TECHNICAL ASSISTANCE REQUIREMENTS 
- P r e p a r a t i o n  o f  d e t a i l e d  s c o p e s  o f  w o r k  of  t e c h n i c a l  

a s s i s t a n c e  t e a m .  
- O u t l i n e  o f  t h e  c r i t i c a l  i s s u e s  t o  be c o n s i d e r e d  i n  

i s s u a n c e  o f  R e q u e s t  f o r  P r o p o s a l s .  

OTHER 
- C o n t i n u e d  d i a l o g u e  w i t h  t h e  I B R D  a n d  o t h e r  d o n o r s  w i t h  

r e s p e c t  t o  c o o r d i n a t i o n  o f  d o n o r  a s s i s t a n c e  a s  w e l l  a s  
t e c h n i c a l  a s s i s t a n c e  a t  t h e  l e v e l  of  t h e  I n v e s t m e n t  C r e d i t  
U n i t .  

- S o c i a l  s o u n d n e s s  a n a l y s i s  ( ? ) .  
- E n v i r o n m e n t a l  a n a l y s i s  ( ? I .  



ANNEX A: DEMAND FOR CREDIT ANALYSIS 



Light Manufacturing, Forestry, Other 

Name of Project Purpose 
Amount of 

Loan Status of Loan Request 

1. Eden Real Estate CO. Offices for foreign $ 295,629 Pending 
business operations/ 
hotel complex 

2. Belize Timber Ltd Expansion of timbering/ 1,500,000 Applied for CBDF loan, but 
lumbering operation encountered problems with the 

commercial banks. Received loan 
'($1,500,000) from OPIC 

3. Alliance Furniture Shed, kiln, finishing room 

4. Fraylon Gilharry Tyre Tire recapping 
Recapping and Servicing 
Plant 

5. Sweater Cottage Industry Garments 

Total Light Manufacturing, Forestry, Other 

Total Tourism, Agriculture, Light Manufacturing 

100,000 A viable project, but principal 
frustrated by commercial banks 

162,000 A viable project, but principal 
frustrated by commercial banks 

187,200 A viable project; had firm 
contracts, but principal 
frustrated by commercial banks 

I 
t-' 
m 

I 



Analysis of BEIPU Records 

Another source of information on investments requiring 
medium- and long-term credit is the Belize Export and 
Investment Promotion Unit (Table 2). A search of the 
650-strong client database of those individuals/companies/ 
organizations that expressed a business interest in Belize 
since 1982 to date identified 26 individuals and companies with 
the following characteristics: (a) in need of financing; and 
( b )  were evaluated as being at least a strong prospect to 
invest or desirous of expanding an existing operation 
previously started under the auspices of BEIPU (five of these 
were excluded for being included in the Commercial Bank 
Discount Fund analysis). 

While BEIPU data does not include the clients' local credit 
needs, it does give an indication of business activities and 
investment size. Most of BEIPU clients are Americans, many are 
residents in Belize, and some have Belizeans as joint venture 
partners. One owner is Belizean. From the type of investment, 
its size (amount needed), and in a few cases knowledge of the 
investment itself, one can make a'judgment as to whether the 
financing needed will likely be local, e.g., banks, D F C ,  or new 
USAID project, or external to Belize, e.g., private investors, 
CDC, IBRD, IFC, CDB, etC. Following is a list of these BEIPU 
identified projects: 

Table 2 

BEIPU PROJECTS 

Total Financing 
Type of Investment Needed 

Hotel (new) $3,500,000 
Hotel (new) 100,000 
Shrimp farming (underway) 1,000,000 
Shrimp farming (new) 300,000 
Shrimp farming (underway) 1,000,000 
Crawfish (new) 100,000 
Veneer production (new) 2,500,000 

Furniture (new) 100,000 
Wood products (new) 100,000 

10. Timber (new) 250,000 
11. Wood products (underway) 100,000 
12. Wood products/cahune (new) l50,OOO 
13. Vegetables (new) 250,000 
14. Casava/plantains export " 2,000,000 
15. Agricultural services ' 200,0000 

Likely Source 
(Local-outside) 

Mostly outside 
Local 
Mostly outside 
Local? 
Mostly outside 
Local 
Investor would 
put in $1.3 mil.; 
remainder 
outside/local 

Local 
Local 
Local 
Local 
Local 
Local 
Mostly outside? 
Outside/local 



1 6 .  T r o p i c a l  F r u i t  ( u n d e r w a y )  1 5 0 , 0 0 0  L o c a l  
1 7 .  C a s h e w s  ( n e w )  7 , 0 0 0 , 0 0 0  Outs ide-CDC? 
1 8 .  C a n n i n g  F o o d s  ( n e w )  5 0 , 0 0 0  L o c a l  
1 9 .  T r o p i c a l  F r u i t  ( u n d e r w a y )  1 0 0 , 0 0 0  L o c a l  
2 0 .  A g g r e g a t e  P r o d u c t i o n  ( n e w )  1 0 0 , 0 0 0  L o c a l  
2 1 .  D e v e l o p m e n t  o f  F r e e  

T r a d e  Zone  ( n e w )  5 , 0 0 0 , 0 0 0  O u t s i d e / l o c a l  

A n a l y s i s  o f  OED R e c o r d s  

F i n a l l y ,  t h e  d e v e l o p m e n t  c o n c e s s i o n s  g r a n t e d  t o  b u s i n e s s e s  b y  
t h e  G O B  ( T a b l e  3 )  g i v e  p r e l i m i n a r y  i n d i c a t i o n s  o f  b u s i n e s s  
a c t i v i t i e s  f o r  w h i c h  c r e d i t  w i l l  b e  n e e d e d .  F o l l o w i n g  i s  a l i s t  
o f  t h e  c o n c e s s i o n s  g r a n t e d  i n  1 9 8 5 ,  1 9 8 6  a n d  1 9 8 7 .  T h e  l i s t  h a s  
b e e n  p r u n e d  o f  t h o s e  i n d i v i d u a l s / c o r n p a n i e s  w h i c h  a p p e a r e d  i n  
BEIPU o r  CBDF r e c o r d s .  

T a b l e  3 

RECENT DEVELOPMENT CONCESSIONS ( O E D )  

T o t a l  F i n a n c i n g  L i k e l y  S o u r c e  
T y p e  o f  I n v e s t m e n t  N e e d e d  ( L o c a l - o u t s i d e )  

S h i p p i n g  a n d  t e c h n i c a l  
s e r v i c e s  t o  t h e  B a n a n a  
i n d u s t r y  ( n e w )  

F l o u r  m i l l i n g  ( e x p a n s i o n )  
V e n e e r  p r o d u c t i o n  ( n e w )  
V e g e t a b l e s  f o r  e x p o r t  " 
M a t c h e s  ( e x p a n s i o n )  
Wood P r o d u c t s  ( n e w )  
C o c o a  p r o d u c t i o n /  

p r o c e s s i n g  ( n e w )  
H o t e l  ( e x p a n s i o n )  
G a r m e n t  m a n u f a c t u r e  ( n e w )  
J a g g e r y  ( a n  u n r e f i n e d  

s u g a r )  p r o d u c t i o n  ( n e w )  
T i m b e r  e x t r a c t i o n /  

p r o c e s s i n g  ( u n d e r w a y )  
V e g e t a b l e s  f o r  e x p o r t  

( n e w )  
Manuf a c t u r e / e y e g l a s s  

l e n s e s  (new1  
V e g e t a b l e s  f o r  e x p o r t  

( u n d e r w a y )  
M a c h i n e d  p a r t s  f o r  

e x p o r t  ( n e w )  
S h r i m p  f a r m i n g  ( n e w )  
B a n a n a  f a r m  
C a c a o  p r o d u c t i o n  
T o u r i s t  r e s o r t  

O u t s i d e ?  

O u t s i d e / l o c a l  
O u t s i d e / l o c a l  
L o c a l  
L o c a l  
L o c a l  
O u t s i d e  (?WB?) 

L o c a l  
L o c a l  
L o c a l  

L o c a l  

L o c a l  

M o s t l y  o u t s i d e  
O u t s i d e  
O u t s i d e  
M o s t l y  o u t s i d e  



Combined Analysis of Above Records 

Table 4 combines the current projects/ shown in Tables 
1-3 by industry and gives an estimate of how much credit is 
currently required from local sources. The smaller projects, 
$100,000-500,000, will most likely require 100% local credit. 
The bigger projects, because of their size and complexity, will 
rely mostly on outside sources of credit providing larger-scale 
financing. Nonetheless, certain of their medium-term 
investment requirements may be met locally, as in the case of 
Caribe Farms' $375,000 loan request to the CBDF (see 
Table 11 . 

Table 4 

Estimated Current Demand 
for Credit from Local Sources 

($000~) 

Tourism (hotels) $ 2,750 
Agriculture (principally row crops) 

Shrimp Farming 

ForestryiWood Products 

Garments 

Food Processing 

Other 

Total $14,310 

Of the $2,475,000 amount for forestry/wood products, $1,250,000 
is for proposed veneer (two) and timbering (one) projects which 
are'still very much in the future. The remainder is for 
smaller wood products manufacturing projects (eight), 

A/~hose in Table 1 which have already been approved, and for 
which funds have been disbursed, as well as those already 
funded from other sources are not included in this Table. 



V. CONCLUSION 

The main sectors of large-scale demand for medium- and 
long-term credit are tourism and agriculture. Demand for 
credit in tourism will come mainly from the need to upgrade and 
renovate hotels, expand existing hotels and build new ones. 
Activities ancillary to hotel construction, i.e., restaurants, 
ground transportation and sports activities will further add to 
credit demand., In total, the tourism sector could account for 
credit demand of anywhere between $17 and $35 million over the 
next five years. Demand for credit in the agricultural sector 
will come principally from the production of row crop 
vegetables and tropical fruits for export. BABCO farmers and 
large commercial operations could account for a total demand of 
$28-$30 million. 

Deep sea fishing, if it becomes a reality, could account 
for $3-$5 million in credit needs. Demand for credit in lumber 
and wood products is hard to estimate, as the major areas of 
opportunity for the sector are not yet precisely defined; 
examination of investment proposals from BEIPU and OED show 
approximately $2.5 million in needed credit, with half for 
veneer and timber projects, and half for eight small wood 
product manufacturers. Shrimp farming is difficult to assess 
because it has had no success to date and is a highly risky 
industry. Should one or two current investors prove successful 
in their first commercial production cycle, demand for credit 
could amount to $5 million (the cost for two farms to get to 
the 500-acre size to support a hatchery and a processing plant). 

Garments and food processing have very small potential at 
this point. The garment industry would probably be helped 
considerably by the creation of the proposed free-trade zone at 
Santa Elena, Corozal District. Within the food processing 
industry, credit demand in the meat and meat products subsector 
would expand should the cattle supply constraint be addressed. 

All in all, demand for medium- and long-term credit over 
the coming five years could be between $50-$75 million from all 
major sources, provided that the tourism and agriculture 
sectors grow as predicted. 
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OUTLINE OF PROSPECTUS 

BELIZE INVESTMENT GROUP LIMITED 

STATEMENT OF OBJECTIVES 

The Belize Investment Group Limited ("The Company") will be 
organized under the iaws of Belize as a public company designed to 
invest its capital into local, economically and financially sound 
projects. 

The specific objectives pursued by shareholders will be: 

(1) to provide an investment vehicle for residents of Belize and 
Belizian nationals living outside of Belize to invest 
discretionary funds back into the Belizian economy; 

(2) to contribute to the economic developmenr of Belize by 
directing mobillzed capital into economically and financially 
viable private sector projects; and 

(3) to identify, appraise and if appropriate finance individual 
subprojects that meet the Company's predefined Investment 
criteria. 

TYPE OF INVESTMENTS 

The Company will be empowered to make investments in existing 
or new firms or projects. These investments will be of a 
semi-permanent type, ie.e will not he of a short-term nature. 
Investment purpose will normally include the improvemenc of 
productive processes in existing enterprises, the increase of 
existing production capacity, or the start-up of a new acz~vrty or 
enterprise. 

Investments made by the Company will be in the form of equity 
capital, loans, mortgages or debentures. Tney could include such 
investments as the purchase of shares as a minority shareholder in a 
local venture, a medium- to long-term loan or a mix of equizy and 
loan to same, or the outright start-up of a venture wholly-owned by 
the Company. The Company's founding members will specifically look 
into the appropriateness of associating with a local bank to open an 
investment-type "window" in Belize to make available term credit zo 
local entrepreneurs. Negotiations to that effect are currently 
underway with Atlantic Bank in Belize City. Also, the Company will 
attempt to leverage its local investments through loan funds to be 
made available to local firms through USAID's proposed Investment 
Credit Project (see below). 



INVESTOR P R O F I L E  

A l t h o u g h  t h e  Company w i l l  t a k e  a l l  n e c e s s a r y  p r e c a u t i o n s  t o  
i n v e s t  s h a r e h o l d e r s '  c a p i t a l  w i s e l y ,  investors i n  t h e  Company s h o u l d  
u n d e r s t a n d  t h a t  t h e i r  i n v e s t m e n :  w i l l  c a r r y  t h e  h i g h  l e v e l  o f  r i s k  
in her en^ t o  t h e  semi - p e r m a n e n t  t y p e s  o f  i n v e s t m e n t s  t h a t  w i l l  b e  
u n d e r t a k e n .  A l s o ,  i n v e s t m e n t s  i n  l o c a l  p r o j e c t s  w i l l  o n l y  b e  
p r o f i t a b l e  o v e r  a  f a i r i y  e x t e n d e d  p e r i o d  o f  time e x p e c t e d  co  h e  i n  
t h e  f i v e - t o - s e v e n  y e a r  r a n g e .  As s u c h ,  p o t e n t i a l  i n v e s t o r s  s h o u l d  
u n d e r s t a n d  t h a t  t h e i r  i n v e s t m e n t  s h o u l d  n o t  b e  e x p e c t e d  t o  y i e l d  
s u b s t a n t ' i a l  d i v i d e n d s  b e f o r e  a t  l e a s t  f i v e  y e a r s .  

I t  i s  t h e r e f o r e  i m p o r t a n t  t h a t  i n v e s t o r s  c o m m i t  t h e m s e l v e s  t o  
p u r c h a s i n g  Company s h a r e s  o n l y  a f t e r  a c a r e f u l  r e v i e w  a n d  
u n d e r s t a n d i n g  o f  Company o b j e c t i v e s .  F u n d s  i n v e s c e d  i n  t h e  Company 
s h o u l d  b e  d i s c r e t i o n a r y  f u n d s  n o t  n e e d e d  by t h e  i n v e s t o r  a t  a n y  
s p e c i f i c  d a t e .  S i m i l a r l y ,  no  s p e c i f i c  t a r g e t  d a t e  s h o u l d  b e  s e t  by 
t h e  i n v e s t o r  t o  e i t h e r  r e c e i v e  d i v i d e n d s  o r  t o  " r e a l i z e "  t h e  i n i t i a l  
i n v e s t m e n t  t h r o u g h  e i t h e r  t r a n s f e r  o r  s a l e  o f  n i s / h e r  s h a r e s .  I t  i s  
n o t  i n  t h a t  r e s p e c t  a n t i c i p a t e d  t h a t  a n y  m a r k e t  f o r  t h e  p u r c h a s e  o r  
s a l e  of  Company s h a r e s  w i l l  e x i s t  i n  t h e  f o r s e e a b l e  f u t u r e .  

INCORPORATION A N D  B Y - L A W S  

B e l i z e  I n v e s t m e n t  Group L i m i t e d  w i l l  be  i n c o r p o r a t e d  u n d e r  t h e  
l a w s  o f  B e l i z e  a n d  r e g i s t e r e d  a s  a  n o n - b a n k i n g ,  p u b l i c  c o m p a n y .  
R e g i s t r a t i o n  w i l l  o c c u r  a f t e r  t h e  minimum C a r g e t  c a p i t a l  o f  
B . $ 1 , 0 0 0 , 0 0 0  [ o n e  m i l l i o n  B e l i z e  d o l l a r s )  h a s  b e e n  c o m m i t t e d  by 
p o t e n t i a l  s h a r e h o l d e r s .  S h o u l d  t h i s  t a r g e t  n o t  b e  a c h i e v e d  w i t h i n  a  
r e a s o n a b l e  t i m e  s e t  a t  O c t o b e r  3 1 ,  1 9 8 7 ,  p l a n s  t o  i n c o r p o r a t e  t h e  
Company w i l l  b e  d r o p p e d  by i t s  f o u n d i n g  members  a n d  p o t e n t i a l  
s h a r e h o l d e r s  w i l l  b e  r e l e a s e d  o f  a n y  a n d  a l l  o f  t h e i r  c o m m i t m e n t s .  

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

SALE OF SHARES 

S h a r e s  w i l l  b e  o f f e r e d  f o r  p u r c h a s e  t o  members  o f  t h e  l o c a l  
b u s i n e s s  c o m m u n i t y  a s  w e l l  a s  t h r o u g h  t h e  C o n s o r t i u m  f o r  B e l i z i a n  
D e v e l o p m e n t  t o  members  o f  t h e  B e l i z i a n  c o m m u n i t y  i n  U n i t e d  S t a t e s .  
T h e  o f f e r  t o  p u r c h a s e  s h a r e s  w i l l  n o t  b e  e x t e n d e d  t o  t h e  p u b l i c  a t  
l a r g e ,  b u t  w i l l  b e  r e s t r i c t e d  t o  p o t e n t i a l  i n v e s t o r s  s e l e c t e d  b y  t h e  
f o u n d i n g  members  a s  m o s t  l i k e l y  t o  m e e t  t h e  C o m p a n y ' s  i n v e s t m e n t  
f i n a n c i a l  a n d  d e v e l o p m e n t  o b j e c t i v e s .  

S h a r e s  w i l l  b e  o f f e r e d  f o r  s a l e  a t  p a r  a n d  a t  a  n o m i n a l  p r i c e  
o f  B . $ l , 0 0 0  ( o n e  t h o u s a n d  d o l l a r s  o f  ~ e l i z e ) .  A l l  s h a r e s  w i l l  be 
v o t i n g  s h a r e s ,  e a c h  s h a r e  g i v i n g  t h e  s h a r e n o l d e r  o n e  v o t e  a t  t h e  



C o m p a n y ' s  y e a r l y . g e n e r a 1  a s s e m b l y .  The  C o m p a n y ' s  f o u n d e r s  ( t h e  
s t a r t - u p  s h a r e h o l d e r s )  w i l l  h a v e  a n  o p t i o n  t o  p u r c h a s e  additional 
s h a r e s ,  u p  t o  t h e  n u m b e r  t h e y  i n i t i a l l y  s u b s c r i b e  f o r ,  a t  p a r .  T h i s  
o p t i o n  w i l l  r e m a i n  v a l i d  f o r  t h r e e  y e a r s  f r o m  d a t e  o f  i n c o r p o r a t i o n .  

BACKGROUND TO THE A I D  PROJECT 

T h e  i n i t i a l  c o n c e p t  b e h i n d  t he  Company w a s  d e v e l o p e d  a s  a  
r e s p o n s e  t o  f o u n d i n g  m e m b e r s '  d e s i r e  t o  p r o m o t e  i n v e s t m e n t  a n d  
d e v e l o p m e n t  i n  B e l i z e  a s  w e l l  a s  t o  t a k e  o p p o r t u n i t y  o f  
U S A I D / B e l i z e t  s i n t e n t i o n  t o  make  medium- a n d  l o n g - t e r m  c r e d i t  
a v a i l a b l e  t o  l o c a l  f i r m s .  F o u n d i n g  members  o f  t h e  Company h a v e  l o n g  
r e c o g n i z e d  t h e  n e e d  t o  p r o m o t e  l o c a l  i n v e s t m e n t  b y  p r o v i d i n g  
p o t e n t i a l  i n v e s t o r s  a c c e s s  t o  e q u i t y  a n d  l o a n  f u n d s  t o  l e v e r a g e  
t h e i r  own i n v e s t m e n t  i n  l o c a l  v e n t u r e s .  

F o r  i t s  p a r t ,  U S A I D / B e l i z e  ( "AID")  i s  c u r r e n t l y  i n  t h e  d e s i n g n  
p h a s e  o f  i t s  I n v e s t m e n t  C r e d i t  P r o j e c t  t h a t  w o u l d  make  u p  t o  U .S .$3  
m i l l i o n  of f u n d s  a v a i l a b l e  t o  t h e  p r i v a t e  s e c t o r  i n  t h e  f o r m  o f  t e r m  
c r e d i t .  A demand a n a l y s i s  was  u n d e r t a k e n  by AID i n  M a r c h / A p r i l  
1 9 8 7 ,  d e m o n s t r a t i n g  a  l a r g e  demand f o r  i n v e s t m e n t  c r e d i t  i n  t h e  
a g r i c u l t u r a l  p r o d u c t i o n  s e c t o r  ( p a r t i c u l a r l y  f o r  w i n t e r  v e g e t a b l e s  
a n d  t r o p i c a l  f r u i t s )  a n d  i n  t o u r i s m  ( r e m o d e l i n g ,  e x p a n s i o n  and  
c o n s t r u c t i o n  o f  h o t e l s ) ,  w i t h  a d d i t i o n a l  demand  i n  s e c t o r s  s u c h  a s  
f i s h i n g ,  s h r i m p i n g ,  s h r i m p  f a r m i n g ,  a n d  p o s s i b l y  f o r e s t  p r o d u c t s ,  
l i v e s t o c k  a n d  f o o d  p r o c e s s i n g .  A l t h o u g h  t h e  q u a n t i f i c a t i o n  o f  t o t a l  
demand  i s  a m a t t e r  o f  s p e c u l a t i o n ,  i t  i s  A I D ' S  c o n v i c t i o n  t h a t  
c r e d i t  n e e d s  r e l a t e d  t o  b o n a  f i d e  p r o j e c t s  p r o m o t e d  by  c a p a b l e  a n d  
r e p u t a b l e  e n t r e p r e n e u r s  s u b s t a n t i a l l y  e x c e e d s  a n y  a m o u n t  o f  c r e d i t  
t h a t  AID, o r  f o r  t h a t  m a t t e r  t h e  Wor ld  Bank a n d  o t h e r  international 
o r g a n i z a t i o n s ,  i s  l i k e l y  c o  make a v a i l a b l e  t o  B e l i z e  o v e r  t h e  c o m i n g  
f i v e  y e a r s .  

I n s t i t u t i o n a l  F r a m e w o r k  f o r  t h e  A I D  P r o i e c t  

AID h a s  u n d e r t a k e n  i n  t h e  c o u r s e  o f  p r e p r o j e c t  d e s i g n  a  r e v i e w  
o f  t h e  v a r i o u s  p o t e n t i a l  i n s t i t u t i o . n a l  s e t u p s  f o r  t h e  c h a n n e l i n g  o f  
f u n d s  t o  s u b b o r r o w e r s .  A t  t h i s  s t a g e ,  n o n e  o f  t h e s e  o p t l o n s  o f f e r s  
a n  a c c e p t a b l e  c o n d u i t  f o r  AID f u n d s .  L o c a l  c o m m e r c i a l  b a n k s  h a v e  
n o t  shown  much i n t e r e s t  i n  u s i n g  A I D ' S  C o m m e r c i a l  Bank  D i s c o u n t  
F u n d ,  a n d  t h e r e  i s  l i t t l e  p r o s p e c t  f o r  a  c h a n g e  i n  a t t i t u d e  o n  t h e i r  
p a r t  i n  t h e  f o r s e e a b l e  f u t u r e .  The  D e v e l o p m e n t  F i n a n c e  C o r p o r a t i o n  
( D F C ) ,  t h e  o n l y  l o c a l  i n s t i t u t i o n  t o  p r o v i d e  s i g n i f i c a n t  a m o u n t s  o f  
term c r e d i t  t o  t h e  p r i v a t e  s e c t o r ,  i s  m a r r e d  by s e r i o u s  p r o b l e m s  
r e l a t e d  t o  t h e  q u a l i t y  o f  i t s  p o r t f o l i o ,  a n d  AID w i l l  n o t  c o n s i d e r  
u s i n g  t h e  DFC a s  a  c h a n n e l  f o r  f u n d s  a t  l e a s t  u n t i l  i t  h a s  b e e n  
e v a l u a t e d  a s  w e l l  a s  r e s t r u c t u r e d  u n d e r  t h e  a u s p i c e s  o f  t h e  
C a r i b b e a n  D e v e l o p m e n t  Bank  a n d / o r  t h e  W o r l d  B a n k .  

I n  t h e  a b s e n c e  o f  a n  a c c e p t a b l e  i n s t i t u t i o n a l  s e t u p ,  AID i s  



t h u s  l e f t  w i t h  no  o p t i o n  b u t  t o  p o s t p o n e  t h e  p r o j e c t  f o r  t h e  t ime 
b e i n g ,  u n l e s s  a n  a g r e e m e n t  c a n  b e  r e a c h e d  w i t h  a n  e x i s t i n g  
f i n a n c i a l  i n s t i t u t i o n  s u c h  a s  A t l a n t i c  Bank  o r  t h e  B e l i z e  Bank  f o r  
Commerce a n d  I n d u s t r y  t o  e s t a b l i s h  a u n i t  t h a t  w o u l d  p r o v i d e  AID 
w i t h  a l l  g u a r a n t e e s  w i t h  r e s p e c t  t o  t h e  new u n i t ' s  c a p a c i t y  t o  
manage  p r o j e c t  f u n d s  a n d  u n d e r t a k e  t h e  n e c e s s a r y  p r o j e c t  a n a l y s e s .  
I n  o r d e r  t o  t a k e  o p p o r t u n i t y  o f  t h e  new p e r s p e c t i v e s  o f f e r e d  by t h e  
A I D  p r o j e c t ,  n e g o t i a t i o n s  a r e  c u r r e n t l y  u n d e r w a y  by t h e  C o m p a n y ' s  
f o u n d i n g  member s  a i m i n g  a t  e s t a b l i s a h i n g  s u c h  a  u n i t ,  e i t h e r  w i t h i n  
a n  e x i s t i n g  b a n k ,  o r  a s  a n  a f f i l i a ~ e  o f  a h a n k  i n  w h i c h  t h e  Company 
w o u l d  p a r t i c i p a t e  i n .  

S h o u l d  s u c h  a  u n i t  be  a p p r o v e d  by AID a s  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  t h e  p r o j e c t ,  i t  w o u l d  g a i n  a c c e s s  t o  u p  t o  U . S . $ 3  
m i l l i o n  o f  A I D  l o a n  f u n d s  o v e r  t h e  c o m i n g  t h r e e  y e a r s  t o  r e f i n a n c e  
u p  t o  p o s s i b l y  7 5  p e r c e n t  o f  t h e  term l o a n s  e x t e n d e d  t o  l o c a l  
e n t r e p r e n e u r s .  A d d i t i o n a l l y ,  i t  w o u l d  h a v e  a c c e s s  t o  t h e  t e c h n i c a l  
a s s i s t a n c e  c o m p o n e n t  o f  t h e  p r o j e c t ,  u n d e r  w h i c h  technical e x p e r t i s e  
c o n t r a c t e d  b y  AID w o u l d  b e  a v a i l a b l e  o n  a  f u l l - t i m e  b a s i s  i n  a r e a s  
s u c h  a s  p r o j e c t  i d e n t i f i c a t i o n  a n d  p r o m o t i o n ,  p r o j e c t  a n a l y s i s  a n d  
c o m p l e t i o n  o f  f e a s i b i l i t y  s t u d i e s ,  l o a n  m o n i t o r i n g  a n d  p o r t f o l i o  
m a n a g e m e n t .  I t  i s  a n t i c i p a t e d  t h a t  t h i s  C e c h n i c a l  a s s i s t a n c e  w i l l  
b e  a v a i l a b l e  t h r o u g h o u t  t h e  t h r e e - y e a r  l i f e  o f  t h e  AID p r o j e c t .  

C o n d i t i o n s  o f  t h e  AID Loan  

To b e  e l i g i b l e  f o r  r e f i n a n c i n g ,  s u b l o a n s  w i l l  h a v e  t o :  ( 1 )  
b e  f o r  i n v e s t m e n t  p u r p o s e s ,  i . e .  f o r  t h e  a c q u i s i t i o n ,  d e v e l o p m e n t  o r  
e x p a n s i o n  o f  p r o d u c t i v e  o r  i n c o m e - g e n e r a t i n g  c a p a c i t y ;  a n d  ( 2 )  o f f e r  
t h e  p o t e n t i a l  t o  g e n e r a t e  f o r e i g n  e x c h a n g e  e a r n i n g s  f o r  B e l l z e .  
H o w e v e r ,  f l e x i b i l i t y  w i l l  b e  shown  i n  t h e  a p p l i c a t i o n  o f  t h e s e  
s u b l o a n  c r i t e r i a .  F o r  i n s t a n c e ,  a p r o j e c t  d e s i g n e d  t o  p r o d u c e  f o r  
t h e  l o c a l  m a r k e t  c o u l d  s t i l l  q u a l i f y  u n d e r  t h e  P r o j e c t  i f  i t  o f f e r e d  
c l e a r  e c o n o m i c  b e n e f i t s  t o  t h e  c o u n t r y  s u c h  a s  c r e a z i o n  o f  new j o b s  
o r  s u b s t i t u t i o n  o f  i m p o r t s  ( s i n c e  B e l i z e ' s  economy i s  d e c i d e d l y  
e x p o r t - o r i e n z e d ,  i t  i s  s t i l l  m o r e  t h a n  l i k e l y  t h a t  t h e  v a s t  m a j o r i t y  
o f  p r o j e c t s  w i l l  p r e s e n t  a  s t r o n g  e x p o r t - e a r n i n g  p o t e n t i a l ) .  A l s o ,  
a c c o m o d a t i o n s  w i l l  b e  made t o  t h e  a p p l i c a t i o n  o f  t h e  f i r s t  
e l i g i b i l i t y  c r i t e r i a ,  a l l o w i n g  s u b l o a n s  t o  i n c l u d e  a  w o r k i n g  c a p i t a l  
c o m p o n e n t  i f  p r o j e c t  s u c c e s s  h i n g e s  o n  a v a i l a b i l i t y  o f  t h e  l a t t e r  
( t h e  e n t r e p r e n e u r  w i l l  n o r m a l l y  b e  r e q u e s t e d  :o f i n a n c e  a t  l e a s t  
2 0 - 3 0  p e r c e n t  o f  t o t a l  p r o j e c t  c o s t ) .  I t  s h o u l d  b e  u n d e r s t o o d  
h o w e v e r  t h a t  no  s u b l o a n s  u s i n g  AID f u n d s  wou ld  be  made  t o  p r o j e c t s  
o r  e n t e r p r i s e s  i n  w h i c h  a  Company s h a r e h o l d e r  w o u l d  b e  a n  i n v e s t o r .  

S u b l o a n s  w i l l  n o r m a l l y  c a r r y  terms o f  u p  t o  s e v e n  y e a r s ,  
a l t h o u g h  t e r m s  o f  u p  t o  1 5  y e a r s  w i l l  b e  c o n s i d e r e d '  f o r  c o n s t r u c t i o n  
o r  e x p a n s i o n  o f  p h y s i c a l  f a c i l i t i e s .  G r a c e  p e r i o d s  o f  u p  t o  2  y e a r s  
( a n d  4 y e a r s  f o r  c e r t a i n  t r e e  c r o p s  a n d  f o r  c o n s t r u c t i o n )  w i l l  b e  
considered, d u r i n g  w h i c h  t i m e  i n t e r e s t  p a y m e n t s  w i l l  r e m a i n  d u e .  



However, neither maximum grace period nor maximum terms will be 
automatic for a particular rype of loan, as these wlll be granted 
for each individual project on the basis of projected cash flows. 

Subloans will be made at market rate conditions, i.e. at 
interest rates no lower than the Central Bank-established Prlme Rate 
(currently 12 percent). In order to provide sufficient ~ncentive to 
the proposed unit which would manage the AID projecc funds as well 
as to cover its lending risk - -  the unit will be allowed a spread of 
no less than 5 percentage points over ~ t s  cost of funds. 

The option of allowing the Unit to use AID loan funds to Invest 
in the form of equity in individual projects would also he 
investigated during project deslgn. Although such equity 
investments would be limited Co say 10 percent of the tocal 
portfolio, the opcion may prove attractive where it constitutes the 
only reasonable method to achleve a favorable mix of equity vs. loan 
funds in a given project. 

Conditions to Participate 

Should Atlantic Bank or another financial institution he 
interested in parzicipating in the AID projecz, i t  should be ready 
to commit itself to the following: 

o establish and appropriately staff an investment credlt 
window or affiliate; 

o maintain a technical capability to manage on a 
financlally-vlable basis a portfolio of term loans to the 
local privaze sector; 

o make available to the program In assoclatlon with :he 
Company a capital contribution of up to U.S.$l million as 
its participation In the financing of subprojeczs (this 
will in effect represent 25 percent of total project 
funding of. U.S.$4 million). 

F I N A N C I A L  PROJECTIONS 

As already polnted out, the Company's objective will be :o 
invest its capital funds into enterprises or projects that are 
economically and financially sound. Inveszment selection will take 
place after a careful evaluation by competenz and exper~enced 
professionals, and final approval of individual investmenrs will 
take into account usually-accepted criterla such as management 
capacity, credit history of the borrower, available collateral 
and/or guarantees, etc. 



O p t i o n  # i :  I n v e s t m e n t  i n  A f f i l i a t e  o f  F i n a n c i a l  I n s t i t u ~ i o n  

( n e e d  t e n - y e a r  p r o j e c t e d  income s t a t e m e n t s  and b a l a n c e  s h e e t s  b a s e d  
o n :  i n t e r e s t  r a t e  on s u b l o a n s  o f  1 3  p e r c e n t ,  c o s t  o f  AID f u n d s  o f  8 
p e r c e n t ,  bad  d e b t  r a t e  of 1  p e r c e n t ,  a d r n i n i s t r a t l v e  c o s t s  s u c h  a s  
s a l a r i e s  f o r  a  m a n a g e r ,  a  p r o j e c t  a n a l y s t  a n d  a n  a d m i n .  a s s i s t a n t ,  
o f f i c e  r e n t a l ,  a n d  n o r m a l  o p e r a t i n g  o p e r a t i n g  e x p e n s e s .  
D i s b u r s e m e n t  o f  AID f u n d s :  p r o b a b l y  o n l y  . 5  m i l l i o n  o n  y e a r  I ,  1  
m i l l i o n  i n  y e a r  2 ,  and 1 . 5  m i l l i o n  i n  y e a r  3 )  

O p t i o n  # 2 :  D i r e c t  I n v e s t m e n t  i n  P r o j e c t  F i n a n c i n g  

( n e e d  s i m i l a r  p r o j e c t i o n s  w h i c h  would  be  b a s e d  o n  t h e  p r e f e r e d  mix 
of  e q u i t y  i n v e s t m e n t s  a n d  l o a n s ;  a v e r a g e  t e r m  o f  i o a n s  may b e  5 
y e a r s ;  no  d i v i d e n d s  d i s t r i b u t e d  d u r i n g  f i r s t  5 y e a r s  - same  a p p l i e s  
t o  O p t i o n  #1)  
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A G E N C Y  FOR I N T E R N A T I O N A L  D E V E L O P f 4 E N T  

U N I T E D  S T A T E S  A .  I .  0 .  M I S S I O N  TO BELIZE 

E M B A S S Y  O F  T H E  UPJITED S T A T E S  OF A M E R I C A  

' B E L I Z E  C I T Y ,  BELIZE,  C E N T R A L  A M E R I C A  

S i r  S e n r y  C a l n  
F i n a n c i a i  S e c r e z a r y  
l . i i n i s z r y  o f  F i n a n c e  
a e i a o p a n ,  B e l i z e  

R e r ' e i e - n c e :  U S A I D  Crecii: : 4a rkez  S z r a t e q y  ~n B e l i z e  

Dear S l r  H e n r y ,  

A t  a zime wnen U S A I D / B e l i z e  i s  a s s e s s i n g  1:s s t r a t e g y  i n  c r e d i z  
narkers i n  B e l i z e ,  u e  w i s h  r o  o u z l i n e  a  number  o f  i s s u e s  a n d  
f i n a i r i ~ s  s n i c n  u e  hope  ~ i i l  c o n s : i z u t e  t ae  s z a r t i n g  2 o i n t  o f  a n  
o n g o i n g  d i a l o g u e  b e t w e e n  o u r  o f f i c e  a n d  y o u r  G o v e r n m e n t  w i t n  
r e s p e c r  x o  f u t u r e  A .  I.D. a s s i s t a n c e  ~n z n i s  a r e a .  

USAID'S i n t e r e s t  a n d  i n v o l v e m e n z  i n  c r z d i c  p r o g r a m s  i n  B e i i z e  
i s  not new. As a  c a s e  i n  p o i n t ,  o u r  o r ' f i c e  p a r z i c i p a z e d  i n  t h e  
laxnchizig i n  1 9 8 5  o f  t n e  Cornrnerc:ai 3a.11~ D i s c o u n z  F u n d ,  w s l c n  
:<as :a make a v a i l a b l e  a z o z a l  of US$S m i l l i o n  i n  m e c i u n -  a n d  
Long-:ern c r e a i t  t o  L v c a i  b u s l n e s s z s  t i - i rougn a  d l s c o u n t  . ~ i ~ d o u  
e szzb i l saed  a t  t n e  C e n t r a l  Bank.  In  a d d i r i o n  z o  t n e i r  access 
t o  rxis v indow,  participating c o r n n e r c l a L  b a n ~ s  a l s o  x o u l a  
b e w f  i: a n d e r  c e r t a i n  c o n d i z l o n s  f r o m  C e n z r a l  S a n k  _ e u a r a n t e e s  
a n  r h e l r  s u b l o a n s  f o r  up z o  7 5  p e r c e n t  a t  t o t a l  e x F o s u r e .  

U n i s r t - ~ n a ~ e l y ,  u s a g e  o t  t h i s  D i s c o u n z  Fund h a s  b e e n ,  f o  s a y  t h e  
l e a s t ,  disappointing, a s  o n l y  US$l.S m i l l i o n  n a s  Deen d r a K n  
upon o r  c o m m i t t e d  by t h e  b a n k s  o v e r  :he p a s t  C h r e e  y e a r s  o u t  o f  
the o r i g i n a l  US$5 m i l l i o n  a l l o c a t i o n .  The m a i n  r e a s o n  f o r  t h i s  
d i s a p p o i n t i n g  p e r f o r m a n c e  a p p e a r s  :o b e  :he c o n t i n u e d  
r e l u c z z n c e  of l o c a l  c o m m e r c i a l  oanics t o  i n v o i v e  t n e i x s e l v e s  i n  
zerm l e n d i n g  a c t i v i r l e s ,  a n  a v e r s i o n  d h ~ c h  was i t s e l f  i l r i i t e d  t o  
a  n u m ~ e r  o f  f a c t o r s  s u c h  a s  l a c k  of a p p r o p r i a t e  l e n d i n g  p o w e r  
g r a n t e d  by t h e i r  h e a d  o f f i c e s  o v e r s e a s ,  a b s e n c e  o f  a  l o c a l  
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- p r o j e c t  r e v l e w  a n d  a n a l y s l s  c a p a b i l i t y ,  a n d  u n p r a c z i c a l l y  l l i g n  
r e q u i r e m e n t s  w l t n  - r e s p e c t  zo  c o l l a ~ e r a l  a s  w e l l  as  s h a r e  
c a p i z a l  r e q u i r e d  f rom t h e  p r o m o t e r  o u t  o f  n l s  own f x n d s .  

Ye n a v e  a s  a  r e s u l t  o f  rnis situation b e e n  considering 
a l t e r n a z l v e  o p t l o n s  f o r  t h e  f u t u r e .  A s  a f l r s z  s z e ? ,  o u r  
o f f  ~ c e  n a s .  u l t h  zne a s s r s z a n c e  of o u z s l d e  c o n s u i z a n r s .  t a l c e n  3 

Demand f o r  Term C r e d i r  

.Based  o n  a n  ~ n d u s t r y - o y  - l a d u s t  r y  r ev le? i i  o f  a c r u a l  and p o z e n t  l a :  
c r e d l t  n e e d s ,  o u r  analysis 9as c o n c l u d e d  t h a t  t h e r e  1s a l a r g e  
u n m e t  demand f o r  n e d l u n -  a n d  l o n g - t e r m  c r e d l t  l n  B e i l z e ,  a n d  
:ha= t A l s  c r e d l t  c o n s t r a r n z  1s h a n p e r l n g  l o c a l  I n v e s z m e n z  a n d  
g r o w t f i .  T h e  p r l n c l p l e  s e c z o r s  l d e n t l f  l e d  by A. I .  D .  a s  p r l o r l z y  
o n e s  ~ n  t e r m s  o f  b o t h  demand a n d  p o t e n t l a 1  b e n e f r t s  f o r  t n e  
3 e l l z e a n  economy i r e  a g r l c u l r a r a l  p r o d u c r l o n  [ w l r ~ t e r  
v e g e t a b l e s ,  t r o p l c a l  f r u l r s ) ' u n d e r z a k e n  by c o m m e r c l z ~ l y  v l a b l e  
f a r m s  o n  o n e  n a n d ,  and  hazel c o n s z r u c t l o n  a n d  e x p a n s l o 1 1  a n d  
o t n e r  t o u r l s n - r e l a t e d  businesses o n  t h e  o t h e r ,  $1 t h  d e m a n d  a l s o  
o e l n g  s t r o n g  I n  f l s a l n p  a n d  s n r l r n p  production, a n d  possibly 
s h r l m p  f a r r n l n g ,  £ o r e s :  p r o d u c z s  a n d  I l v e s z o c k .  

A l t n o u g h  the q u a n t l f i c a z i o n  of t h e  a c t u a l  demand f o r  z e r m  
c r e d l z  1s a  m a z t e r  of  speculation, s u f f l c e  1: t o  sab- t n a t  :he 
p o t e n t ~ a l  demand o v e r  zne c o n l n g  y e a r s  1s estimated a y  A. I .  2 .  
t o  be  s u b s t a n z l a l l y  n l g f i e r  s n a n  w n a t  A . I . D . ,  o r  f o r  z n a z  m a z z e r  
t h e  l l o r l d   ban^ a n d  o t h e r  ~ n t e r n a t  l o n a l  o r g a n l z a z l o n 5 ,  a r e  
i l k e l y  t o  make available t o  the c o u n t r y  o v e r  t h e  c o m l n g  f i v e  
y e a r s .  

R e v i e w  o f  A l t e r n a r  i v e  T S I S ' Z ~ Z U Z  i o n a l  C h a n n e l s  

USAID h a s  considered a axiaoes of  p o s s i o l e  r n s z ~ z u t : a n a l  
a r r a n g e m e n z s  i n  t h e  c o u r s e  of d e f i n i n g  1:s l o n g - t e r x  s t r a t z g y  
i n  c r e d i t  m a r k e t s .  Three o p t i o n s  x e r e  s p e c i f i c a l l y  l o o k e d  a t ,  
n a m e l y :  (1  ) u s i n g  t h e  B e v e l o p m e n t  F i n a n c e  C o r p o r a r i o n  c o  
c h a n n e l  A.  I . D .  c r e d i t  f u n d s  t o  e l l g i b l e  s u b b o r r o w e r s ,  (2) 
s u p p o r z  t h e  c r e a t i o n  of a p r i v a z e  f i n a n c e  c o m p a n y ,  t o  o e  
s t a r t e d  up  a n d  c a p l t a l i i e d  by t h e  A. I . D .  - s p o n s o r e d  E e l i z e  
I n v e s t r n e n z  G r o u p ;  a n d  ( 3 )  e a c o u r a g e  :he y e t - c o - b e - e s z a b l i s h e d  
B e l i z e  Bank  f o r  Commerce a n d  I n d u s t r y  (BBCI)  z o  o p e n  a n  
i n v e s t m e n t  c r e d i t    win do^'^. 
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U n f o r t u n a t e l y ,  e a c h  o n e  o f  t h e s e  Z n r e e  c o r e  o p z l o n s  was f o u n d  
t o  p r e s e n z  L i m l t a t ~ o n s  s t r o n g  e n o u g h  s o  a s  t o  p r e v e n r  U S A I D  t o  
comrnlz ~ z s e l f  e x c l u s i v e l y  t o  a n y  o n e  of them a z  c h i s  s z a g e :  

! a )  T n e  D e v e i o p m e n r  F i n a n c e  C o r p o r a r l o n  (DFC) h a s  Seen m a r r e d  
o v e r  z n e  y e a r s  b y  s k e w e a  c r e d l t  a l l o c a t i o n  p o l i c ~ e s ,  a -  
l e a s z  I n  p a r t  L i n k e d  r o  p o l r t ~ c a l  demands  p l a c e d o n  r h e  
i n s  tl::iz:orl. Al tno: l \ ; . !  t n z s  1 s  repqr:e! iT L: ,. 10 ! .77.7?C - 4 

-7 jroelzn, :ne I1rc  1 5  s : ~ l l  ?&%r;per-s.;i t , ia&v > v  3 .;I 

p e r c t . n z L z ?  .); - ~ o r i - ~ . = ~ ~ ~ r ; n l i ; ~  L d a n s ,  ~ ~ : ; ; : ~ : z : :  17, oe 
a n y u n e r e  ~ e z i e e l ~  1 0  a n 3  33  ?ercen :  c ~ i  ::e ? o i z f . > ~ ~ o ,  adz 

more l i k e l y  :o b e  a z  l e a s :  4 0  p e r c e n z  ( z 3 e  DFC 2 ~ s  

p r o m l s e d  its maln  d o n o r ,  z h e  C a r i b o e a n  D e v e l o p n e n z  a a n k ,  
a s  we l l  a s  I B R D  z n a t  a n  a n a l y s r s  of d e l i n q u e n z  l o a n s  would  
b e  available S A O r Z l y ) .  F rom d l s c u s s l o n s  h e l d  w i z a  b o z n  
DFC and  o u z s i d e  o b s e r v e r s ,  xe a r e  a i s o  l e d  t o  b e l i e v e  t h a z  
z h e  i n s t l t u z i o n  i s  s t111 b u r d e n e d  by 3. S L O G  Loan r e v l e w  
p r o c e s s ,  a  c a p a c l t y  :o i d e n z i f y  and  r n o n l t o r  p r o j e c z s  G n ~ c s  
i s  d u ~ ~ o u s  at, o e s t ,  and  g e n e r a :  o u r e a u c r a z i c  
i n e f f i c l e n c l e s .  I n  a n y  c a s e ,  we b e l i e v e  i t  w o u l d  no: ~ e  
w i s e  f o r  USAID/BeLize  z o  commiz I t s e l f  z o  w o r k l n g  w l t n  c9e  
DFC a z  l e a s :  a e f o r e  zne 1 n s r r : u r L o n  LS r e s z r u c z x r e d  a n d  
s ~ ; e n g t n e n e d  u n d e r  CDB and  I E R D  (and  p o s s i S i y  A .  I .  D .  j 
a u s p ~ c e s .  

( b )  The B e l l z e  I n v e s z m e n t  G r o u p  ( B I G )  was sez up by a  g r o u p  of 
L o c a l  businesspeople ~ i r h  t h e  e f i c o u r a g e m e n z  a n d  a c t i v e  
i n v o l v e m e n t  of U S A I D  w i t h  t h e  o b j e c z i v e  of r a l s l n g  s e e d  
c a p l t a l  f o r  d e v e l o p m e n t  p r o j e c z s ,  The i n i r l a l  ~ d e a  x a s  r o  
m o b l l i z e  a r o u n d  US$1 m i l l i o n  b a r s  In B c i i r e  a n a  z n r o u g n  
Ene C o n s o r z l u m  f o r  B e l i z e a n  D e v e i o p m e n t  i n  t h e  U.S. a s  
s.:arz-up c a p i z a l  f o r  a  new p r i v a z e  f i n a n c e  c o m p a n y .  
K o w e v e r ,  t n e  d e s i g n  t e a m  f o u n d  Z h r e e  m a j o r  c o n s z r a ~ n z s  
a z z a c h e d  'lo r h e  c n a n n e l i n g  o f  A . I . D .  f u n d s  C h r o u g h  d 

B I G - s p o n s o r e d  ~ r l v a z e  f i n a n c e  c o a p a ~ y :  (1) B I G ' S  a b l l ~ r y  
a n d  p r o s p e c z s  zo r a i s e  t h e  r e q u i r e d  US$L a l l l i o n  L S  

u n c e r t a i n ;  ( 2 )  y r o u g  members  a r e  s Z . ~ l l  i n  t h e  p r o c e s s  0 2  
d e f  ~ n i n z  z n e l r  l o n g  - r ? r m  o ~ j e c z i v e s  and s r r a z e g y .  a n d  
t h e r e  1s s z i l l  w i c n l n  t h e  g r o u p  a g e n e r a l  iacK of  
u n d e r s c a n d i n g  of tne p r e r e q u i s i t e s  of s x a r t  i n g  a n e w  
f i n a n c i a l  i n s t l t u t l o n ;  a n d  ( 3 )  iz i s  e s z i m a r e d  z n a t  
s r a r t - u p  z ime f o r  s u c n  a  new l n s z i z u ~ i o n  w o u l d  b e  o v e r  o n e  
y e a r ,  d u r i n g  w h i c h  z ime e s s e n t i a i i y  no  A. I . D .  c r e d ~ t  f u n d s  
w o u l d  b e  a v a i l a b l e  t o  the l o c a l  economy. 
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T h e  B e l l z e  Bank f o r  Commerce a n d  I n d u s z r y  (BBCI)  c o ~ l l d  
a l s o  o f f e r  e x c e l l e n '  po:ent:aL a s  c h a n n e l  f o r  A .  I.D. 
f u n d s ,  ~ n s o f a r  a s  chis o p t l o n  w o u l d  a a k e  u s e  of  a n  
e x l s t l r i g  f ~ n a n c r a l  i n s t l t u t l o n ,  now owned f o r  u p  t o  7 5  
p e r c e n t  by d e v e l o p m e n t - m l n d e d  Wr. ~ r c n a e l  , 4 s 1 l c r o f = .  
H o w e v e r ,  r n e  possible i n t e r e s :  o f  E E C I  l n  .3p9111zz U? ~ Z S  

1 3 x 3  ~ n v e s z ; n e n z  c r e d l :  +i i?dot ;  1s s : ; ~ l  2 ; t  
s 7 e c u ~ a z : o n  a' E h ~ s  5 : a ~ p .  ;ifice b S A i D  i l ! i  ::ox q 7 :  

i . - ~ 9 n ~ t 3  :O ~ ~ L S C U S S  :fie L 5 5 u e  ~ l Z 5  EscI ' . s  :lei; ; ; ; ~ ~ : ~ , ; i :  

z r o u p  a z  ~ e a s z  u n z 1 1  :.iay 1987 ( p r o v l a e d  t n e  B E C i  .i3t<5 

a c z u a l l y  o p e n  f o r  o u s l n e s s  a: t h a t  ~ l r n e ) .  

A l t e r n a t i v e  C o u r s e s  o f  A c t i o n  f o r  A. 1 . D -  

A l t n o u g n  U S A I D / B e l l z e  w a s ,  a n d  s z l l l  15 ,  i n t e n t  o n  providing 
f u n d s  f o r  a n  l n v e s r m e n t  c r e d i t  p r o j e c t ,  r r  i s  n o t ,  d u e  zo Lhe 
a b s e n c e  o f  a f e a s i b l e  ~ n s t i z u c i o n a l  m e c h a n i s m ,  i n  a  7os::ion zo 
comrnlz 1 z s e l E  zo  s u c n  a  p r o j e c t  u n d e r  p r e s e n z  c o n d i t : o ~ s .  
T n e r e  a r e  5 ~ 1 1 1 ,  h o w e v e r ,  a  number  o f  s z e p s  tha :  o u r  o f f i c e  
w l s n e s  = o  p u r s a e  i n  t h e  coming  m o n t h s  i n  p r e p a r a r i o n  f o r  
p o s s i b i e  f u t u r e  i n l z i a z l v e s  i n  t h a t  a r e a ,  i n c l u d ~ n g :  

o conducting negotiations w i t h  t h e  B e l i z e  Bank f o r  
Commerce and I n d u s z r y ,  a n d  p o s s l b l y  A t l a n t i c   ban^, 
w i t h  r e s p e c t  t o  t h e l r  p o s s l b l e  i n c e r e s z  i n  developing 
an  i n - h o u s e  c a p a c l z y  t o  a n a l y z e  a n d  r n o n l t o r  p r o j e c r s  
p r e s z n t e d  r o  them f o r  f i n a n c i n g ;  

o p r o v i d i n g  c o n z l n u l n g  s u p p o r t  a n d  encouragemen:  r o  r9e 
B e i i z e  I n v e s t n e n t  G r o u p ,  w h ~ c h  c o u l d  i n c l u d e  z e c h n i c a l  
a s s 1 s : a n c e  t o  t h e  2 r o u p  f o r  t h e  d e v e . i o p m e n t  of  a 
f u l l - f  i e d g e d  b u s i n e s s  p l a n ;  

o  h o l d i n g  p r e p a r a t o r y  m e e t i n g s  ~ l t h  t h e  DFC i n  
a n t i c i p a z i o n  f o r  a c o m p r e n e n s  i v e  e v a l u a c  lor1 of ~ h a r  
L ~ S ~ ~ : I I T L O L I :  a n d  

o  a  c o n t i n u i n g  d i a l o g u e  w i t h  t h e  World Bank a n d  p o s s i b l y  
o t h e r  d o n o r s  f o r  a n  i m p r o v e d  c o o r d i n a z l o n  o f  o u r  
~ n d i v i d u a l  e f f o r t s .  

R o l e  o f  t h e  C e n t r a l  Bank 

S h o u l d  a n  appropriate i n s t i t u t i o n a l  m e c h a n ~ s m  b e  i d e n r i f i e d  by 
U S X I D ,  we b e l i e v e  t h a t  t h e  f u n d s  s h o u l d  b e  I d e a l l y  managed by a  
s e p a r a t e  un i :  w h i c h  would  d i s c o u n t  e l i g i b l e  s u b l o a n s  made by 



S i r  Henry  C a l n  

t h e  l e n d i n g  i n s t i t u z i o n s ,  a s  w e l l  a s  make a v a i l a b l e  z e c h n i c a l  
expertise a s  n e e d e d  t o  p a r t i c i p a t i n g  ' f i n a n c i a l  i n s t i z i ~ i o n s  l n  
c r i t i c a l  a r e a s  s u c n  a s  p r o j e c t  l d e n t l f i c a t l o n  a n d  promotion, 
e c o n o m i c  and  f i n a n c i a l  f e a s i h ~ l l t y  a n a l y s e s ,  p r o j e c t  3 o n i t o r i n g  
dnd  p o r r f o l i o  management  ( s u c h  Z e c h n i c a l  a s s i s t a n c e  u o u l d  b e  
5 i n a n c e d  u n d e r  t h e  p r o  j e c t  i n  t n e  f  orm o f  a  g r a n r  j . 
. . r. . . 
; I ( + :  i.=~:e :!ils Inv?s-,xer,: , L . s n o u l d  1 . 2  ;e , 7 2 5  . .. , - 

. - - .. .+ -.- . . . -  : A  i .  - ; ~ u l d  a l l o t ;  :ne la::,-r :3 : 2 4 1 r S i ? h Z  5 
. .  . . 
: ,  - :0:1L Z 5 r  :i;? :'5:;.1;11; -li:l i r l : l t2S 3)' X l O i e  t i l a n  ,)12..3 1 :.22nC :a! 
i n z e r a e i l i a r y  u n a e r  zne  A, 1.9. p r o j e c z .  X o r e o v e r ,  sue.-- d S<?:-:J? 

w o u l a  a l l o w  t h e  Governmen: t o  be t h e  b o r r o w e r  of  A, 1.3.  f u n a s ,  
i n  z u r n  a l l o w i n g  Zne A, I.D. l o a n  t o  c a r r y  s u b s z a n c l a i i y  l o w e r  
r a z e s  o f  i n r e r e s t  X M ~  i n  t h e  case o f  a d i r e c t  l o a n  r o  a .  

- L O .  L a s ~ l y ,  the u n i t  c o u l d  c o n c e i v a b l y  p r i v a t e  s e c t o r  ins--i.--' 
. p l a y  a c o o r d i n a z i n g  r o l e  f o r  A. I.D. a n d  o t h e r - c r e d i z  i u n d s  ZG 

b e  p r o v i d e d  by =he Xorld Bank o r  o t h e r  i n z e r n a t i o n a l  
o r g a n i z a z i o n s .  

?!e h a v e  r e v i e w e d  : h i s  c o n c e p z  w i z h  t h e  C e n r r a l  B a n k .  Xowever ,  
t n e  G o v e r n o r  of t h e  C e n z r a l  Bank w o u l d  a z  t h i s  s t a g e  b e  
r e l u c t a n t  zo h a v e  s u c n  a  uni:  h o u s e d  t n e r e ,  a s  t h i s  ~ o u l d  ln 
h i s  v l e w  " c l o u d "  t n e  r r u e  r o i e  of t n e  Cenzrai B a n k ,  w n i c n  h e  
s e e s  a s  o v e r s i g h :  o f  f i n a n c i a l  m a r k e t s  w i t h  n o  d i r e c t  
i n v o l v e m e n t  i n  c r e d i t  a c t i v i t i e s .  

We b e l i e v e  i t  i s  i m p o r t a n t  a t  t h i s  s c a g e  t o  h a v e  a n  o ~ p o r t u n i z y  
t o  r e v i e w  f ihese  v a r i o u s  i s s u e s  w l r h  you a n d  y o u r  G o v e r n m e n t .  
3 e  w o u l d  i n  p a r r i c u l a r  se eager  zo  s h a r e  o u r  i d e a s  v l r h  r e s g e c r  
:o USAID's p o s s i o i e  cos=rlour~on z o  the s z r e n g t n e n i n g  of  l o c a i  
E i a a n c i a l  m a r k e t s ,  w n i c n  iie see a s  v i t a l  t o  Ene p r o m o t i o n  of  
i o c a l  i n v e s t m e n :  i n  key  e c o n o m i c  s e c t o r s .  

S i n c e r e l y ,  

N e b o y s h a  R .  a r a s h i c n  
A.  I .  D. R e p r e s e n t a z i v e  



ANNEX A 

DEMAND FOR CREDIT ANALYSIS 

I. INTRODUCTION 

This analysis of the potential demand for medium- and 
long-term credit in Belize was undertaken as part of the 
predesign of USAID/Belize's proposed Investment Credit 
Project. Since the project is to address the lack of access by 
private sector investors to medium- and long-term credit, it 
was essential to determine the magnitude of the unmet credit 
demand as well as to identify the sectors that offered 
strongest prospects for viable investment. 

11. METHODOLOGY 

An analysis of demand based on a sampling of firms by key 
economic sectors was not feasible in Belize for two basic 
reasons: (1) because of the small size of the economy, there 
are too few firms to allow for any meaningful sampling in most 
sectors; and (2) no industrial census has been undertaken, and 
thus no valid basis is available for extrapolation from a given 
sample to an entire sector. 

The team used a two-step approach to estimate the demand 
for medium-.and long-term credit. First, forecasts of future 
demand were prepared for major industries-on the basis of data 
collected from a number of sources. Second, the reasonab'leness 
of these forecasts was verified by an examination of current 
demand for credit generated from the Commercial Bank Discount 
Fund (CBDF), BEIPU and OED data sources. 

Industry forecasts were established through a combination 
of various sources of data. First, and most important, the 
team conducted systematic interviews of key individuals and 
institutions, including representatives of the local business 
community, the commercial banks, other financial institutions, 
the Central Bank and other pertinent government organizations. 
Second, it worked with the investment proposals submitted to 
the Commercial Bank Discount Fund (US~1D/Belize Project No. 
505-0305) for funding consideration. These proposals assumably 
provide a strong indication of type of credit required, and 
also represent a significant portion of the actual demand for 
credit for viable business undertaking& that exists in 

&/whether financed or not by the commercial banks. see' 
Section IV.2 for credit availability constraints imposed by 
commercial banks in Belize. 



Belize today. Third, 1985, 1986 and 1987 (to date) development 
concessions granted by the Office of Economic Development 
provided useful data on new projects promoted by mostly 
foreign, but also local, investors. Fourth, the Belize 
Agribusiness Company (BABCO - USAID/Belize Project No. 
505-0008) provided demand for credit estimates for the next 
five years for vegetables, orchard crops and oilseed operations 
in the north of the country (these estimates, coupled with 
those of individual investors in winter vegetable operations, 
provided a sense of what credit requirements will be in 
Belize's most important agricultural undertaking - winter 
vegetables/tropical fruits for the US). Finally, the team 
analyzed information available at BEIPU on investor interest 
and intentions since 1983 (PDAP)  to date (USAID/Belize Project 
No. 505-0027) by sector or business activity. Once this 
accumulated data collected, only seriously-intentioned, viable 
projects were considered in estimating the actual "pool" of 
credit demand. 

It should be noted that some of Belize's "industries" have 
not yet started or are just starting. One, deep sea fishing, 
is probably five years away from start-up. Certain are not yet 
in commercial operation. Shrimp farming, for example, is brand 
new to Belize, has had some false starts, and the scope of 
future operations now depends on the success of two operators 
in the coming six months. Currently, the garment sector is 
constituted by only one company, which is a candidate for 
locally furnished credit. Another industry, tourism, is 
presently vibrant with optimism, brought on by the 1984 change 
in government, a successful film made in Belize in 1986, and 
recent, extremely favorable publicity given Belize on US 
television. A conservative approach was thus taken in 
estimating credit demand in this sector. 

111. CREDIT DEMAND ESTIMATES ESTIMATES 

Following are estimates of the demand for medium- and 
long-term credit for those industries where sufficient data and 
industry norms allow for reasonable estimates. Also analyzed 
is demand for short term credit other than overdraft 
facilities, notably 90 - 180 day bridging and pre-export 
financing. Tourism and agriculture/agroprocessing will account 
for the bulk of the demand, and are the business activities 
requiring credit the soonest. Expansion of tourist facilities 
is already getting underway. 1988/89 will be BABCO1s first 
year of full operations directly involving the farmers of the 
north, and credit needs will start to appear then. 

1. Tourism 

As noted above, the tourism sector is vibrant with 
expectations of rapid growth in number of visitors to Belize. 



These expectations are fueled by (1) recent favorable publicity 
given Belize by U.S. and foreign television networks, as well 
as in sporting magazines, (2) work of the Belize tourist 
industry in promoting itself selectively in the U.S., the Far 
East and Europe, ( 3 )  a 1987 European travel and tourism show in 
Berlin at which Belize received good publicity, and (4) the 
production and subsequent success of the film Mosquito Coast, 
filmed in Belize in 1986. From 1980 to 1986, the number of 
tourists rose from about 20,000 to 40,000 according to industry 
estimates, and very rough estimates of tourist receipts 
indicated they may have more than doubled from $7 million to 
$17.8 million. 

Tourist expenditures are estimated as follows: 

No. of tourists x Average length of stay = Bed nights 
40,000 x 5.5 nights = 220,000 

Average expenditures 
. Hotel $45/night 
. Breakfast 5 . One other meal - 15 

Total Hotel $65 

Ancillary purchases, e.g., ground 
transportation, fishing, scuba, 
shopping, etc.) at 25% of total 
hotel $16 

Total Hotel & Ancillary 
Total Tourist Expenditures 

$81 x 220,000 bed nights = 
$17,820,000 

The expansion in tourism will come in two areas. The first 
entails the barrier reef and cays. Belize has the second longest 
barrier reef in the world (first is Australia's Great Barrier 
Reef), offering some of the best scuba diving and snorkeling in 
the Caribbean - for both coral and aquatic life. The reef, both 
inside and out, offers splendid sport and casual fishing. Other 
water sports are increasingly available. 

The second area is the interior of Belize - combining 
adventure, archaeological ruins (Mayan) and naturalists' 
interests - the flora and fauna of the jungle. What started as a 
"backpacker" clientele is "graduating" into a larger, better 
heeled group of tourists - including members of U.S. Audubon 
societies, the Smithsonian, etc. Hoteliers and travel agents see 
combination packages of diving/inland tours as having very high 
potential. 

The most important constraint to growth in this sector is 
the current lack of infrastructure to support a rapid expansion 



in the number of tourists. First, the country's main portof 
entry, Belize City has approximately 100 hotel rooms2/, running 
at 45-658 occupancy annually, but at about 80% occupancy during 
the December-April high .season. A sudden surge in tourist 
interest would swamp Belize City. Airport facilities in Belize 
City are inadequate and the international airport's runway needs 
to be lengthened. Good restaurants are lacking, and in general 
Belize City is shabby. 

Infrastructural constraints extend to the rest of the 
country, where they in fact become more severe. They include 
adequacy of potable water, electricity supply, roads 
(particularly in the South), rental vehicle fleet, ground 
operators, garbage collection and disposal, sport fishing 
infrastructure, hotel management, hotel.staff training, air links. 
from the south to connect with international flights, and health 
facilities. 

The second principal constraint is the quality of the 
hotels. In general, Belize's hotels rank as second class. There 
are no first class hotels other than an extremely expensive six 
room hotel in Ambergris Caye (this shortcoming will be somewhat 
alleviated if the 80-120 room Camino Real hotel becomes a reality 
in Belize City two years from now). 

Apart from San Pedro on Ambergris Caye, most of the cays of 
the barrier reef with tourist potential are underdeveloped. Easy 
access to the cays, coupled with reliable infrastructure, is 
needed. The interior of Belize suffers from the same conditions, 
with roughly the same needs. 

Demand for credit for tourism and tourism-related activities 
has represented a substantial share of the Commercial Bank 
Discount Fund's activity. Four approved projects have accounted 
for $1,125,000, and another $1,162,500 worth of projects (five) 
or add-ons to already approved projects (one) are in the 
evaluation stage. The number of hotel rooms, a key indicator of 
the demand for credit, rose from 1377 rooms in 1982 to 1523 in 
1986, a 2.7 percent annual increase. 

It is not unreasonable to expect a 10-15% annual increase in 
the number of tourists visiting Belize in the coming five years. 
Growth in hotel accommodations is likely to proceed in two 
stages: first, upgrading and renovation of existing rooms with 
some expansion; second, expansion, as growth in tourism is seen 
as a real, continuing trend. Of the 1500 plus existing rooms in 

2/1f a fully loaded 727 or 767 aircraft were to break down at 
the Belize International Airport, hotels in Belize City would 
only be able to house one-half the stranded passengers. 



Belize, only about 500 would meet (marginally) international 
tourism standards, and most require upgrading. Over the next 
two-three years, expansion of existing hotels would add 
approximately 120-150 rooms to the existing "stock". This. 
increase excludes the 80/120-room first-class hotel planned for 
Belize City. Once that hotel is built and operative (1989), 
tourist industry officials feel that demand for hotel rooms in 
Belize City will be met for the following five years (1989-1994). 

The estimate of the demand for credit also depends on the 
estimated cost of building a new room. Apart from the new 
first-class hotel, the bulk of the planned activity is 
upgrading/expansion of existing facilities. Upgrading an 
existing room, with the usual amenities, is estimated at $12,000 
per room. The cost of building an additional room varies 
according to standards the hotelier is trying to achieve, the 
cost of labor, materials and transportation (especially important 
for the cays), and the degree to which the owner does the work 
himself or contracts it out. Thus, an additional room can vary 
in cost from $15,000 to $60,000. Since some of the expansion is 
forecast to come from the smaller (10-15 room) hotels, it is 
likely that their owners will do some of the work themselves. To 
allow for this alternative and also to take into account the 
higher expansion costs of hotel facilities on the cays and 
inland, an average cost of $40,000-$45,000 per room was applied. 
It was also assumed that the hotel owner will be on average able 
to put up 25% of the new investment. Following are demand for 
credit estimates for upgrading/expansion of Belize's hotels. 

Upgrading: 

1987-1990 
Total Percent Credit 

Investment x Loaned Needs 
($000~) ($ooos) 

500 rooms @ $12,00O/room - - $ 6,000 x75 = $4,500 

Expansion: 

125-150 rooms @ - - 5 ,OOO/ x75 = 

6,700 x75 = 

Total Upgrading and Expansion: 

If tourism continues to expand as per most favorable 
estimates, new hotels in both the interior and the cays should 
materialize over the next five years. Built for a more 
affluent clientele te.g., Audubon, Smithsonian members to 
patronize lodges/hotels in the interior, and those interested 
in sport fishing, scuba diving, or simply nice accommodations 
in the cays), new accommodations could run as high as 300 rooms 
at a cost of $100,000 per room. Each new hotel/lodge in the 
interior might have 25-35 rooms, while hotels in the cays 



would be on the order'of 50-60 rooms. Based on a range of 
potential number of rooms and costs, new hotels could account 
for the following investment and demand for credit: 

Rooms x150 / x300 
Total Investment $9,000,000 / $30,000 ,000 

x. 75 x.75 
Total Demand for Credit $6,250,000 / $22,500,000 

How much of this potential demand for credit would (could) 
be met from local banks or from donor-funded sources is open to 
question at this point. Aside from the pace-of tourism 
development in Belize, the availability/cost of funds through 
non-project sources will thus be a determining factor in the 
level of overall unmet credit demand. 

An important adjunct to hotel expansion is growth in 
restaurant capacity. Belize City is sadly lacking in 
availability of decent restaurants. One new restaurant has 
opened in 1987. With the projected growth in hotel rooms, one 
can consider the addition of one more rest,aurant in Belize City 
in 1987, two each in 1988 and 1989, and one each in 1990 and 
1991. Starting in 1988, the rest of the country's cities and 
cays could accommodate six more restaurants yearly. 

Equipped properly, a restaurant costs approximately 
$4,000/square meter to build. Assuming a restaurant that will 
seat 30 people, allowing 1.5 sq. meters/person, total cost 
would be $180,000. Since restaurants are viewed as fairly 
risky undetakings, the investor will probably have to put up at 
least 50% of the investment. Thus, demand for credit arising 
out of new restaurants is estimated as follows: 

New Average Total Demand for 
Year Restaurants Cost Cost x 50% = Credit 

($000~) ($000~) 
1987 1 $180 $ 180 
1988 8 189 1,512 

$ 90 
756 

1989 8 198 1,584 792 
1990 7 208 1,456 728 
1991 - 7 219 1,533 767 

Total 3 1 $6,265 $3,133 

Other ancillary, but important investment areas for 
Belize's tourism are transportation requirements, including 
tours, guides, vehicles, boats and a reliable air link between 
international flights from Belize City and the south, and 
sports infrastructure and equipment, e.g., boats, boat rental, 
fishing and fishing equipment, dive shops, water sport 
equipment, tennis courts and equestrian equipment. 



An example of an ancillary requirement which would 
generate demand for credit is ground transportation. The 
projected number of tourists to be transferred for the airport 
to hotels and carried inland on tours would require 
approximately 70 vehicles (6 seats each) at $26,000/vehicle CIF 
Belize City duty paid. The average life of such a vehicle in 
Belize is three and one-half years because of road conditions. 
Operating and maintenance costs are high. Assuming the owner 
will finance only 30 percent of total investment from outsied 
sources, demand for credit for ground transportation would be 
the followqing: 

No. of Vehicles Cost/Vehicle Total Cost ~ 3 0 %  = Demand for Credit 

70 $26,000 $1,820,000 $546,000 

2. Aqriculture. 

The second principal activity which will require credit is 
non-traditional agriculture, including winter vegetables, 
orchard and oil seed crops. Winter vegetables (row crops such 
as tomatoes, cucumbers, peppers, squash, etc.) and tropical 
fruits destined for the U.S. market appear to have a high 
potential for the foreseeable future. There appears to be a 
"window" in the winter during which time Mexico cannot supply 
certain vegetables because of cold weather (Mexico exports $1 
billion of vegetab,les per year to the U.S.), and Belize appears 
to be well positioned to fill this gap. Reportedly, U.S. 
demand for row crops is growing at 5% per year. 

In Belize, the principal actors in this endeavor are a 
small number of large individual investors/farmers who are just 
starting up on one hand, and BABCO, the USAID-funded project to 
introduce and commercialize alternative crops in the north on 
the other. 

Future medium- and long-term credit needs are the greatest 
in the BABCO project, since it is aimed at a large number of 
small farmers (the large commercial operator, benefitting from 
economies of scale and own sources of financing, will have 
relatively lesser credit requirements than BABCO). BABCO 
estimates credit needs over the four-year period 1987-1991 as 
follows, based on growth in acreage cultivated from 1,055 acres 
in 1988/89 to 4,500 acres in 1990/91. 

PROJECTED BABCO .CREDIT REQUIREMENTS ($000 IS) 

Term of Credit 1987/88 1988/89 1989/90 1990/91 

Short 
Medium 
Long 

Total R&D 4,197 7,591 10,897 



Short-term credit represent essentially working capital 
for agricultural inputs destined for vegetables and oilseeds. 
Medium-term credit covers agricultural equipment including 
tractors, irrigation equipment and water systems. Long-term 
credit needs involve packing plants, hydrocoolers, a top icing 
plant, a juice extraction plant and an oilseed mill. 

It is more difficult to estimate local credit needs for 
large individual investors/farmers just starting up winter 
vegetables and tropical fruit production for export. . Of the 
four principal investors (excluding banana and citrus growers) 
in Belize, one is and will likely remain entirely self- and/or 
foreign-financed. The current credit needs of the remaining 
three are principally short-term bridging or pre-export 
financing credit. One requires $1,500,000 in 90-120 day 
credit; another a $3,000,000 120-day line of credit. It is not 
known how much the fourth investor/farmer will require. To 
date, one of the four has applied to the Commercial Bank 
Discount Fund for a 2-3 year loan of $375,000 for a packing 
shed and cold storage facilities. 

The minimum requirements for an individual row-crop 
commercial type operation is 150-250 acres of production to 
support (feed) a packing house and cooler. Equipment, building 
and set-up for the packing house/cooling facility will run an 
estimated $300,000. An additional $200,000 would allow the 
investor to buy and clear 200-250 acres of land and partially 
finance his other pre-harvest activities. With the land, 
buildings and equipment available as collateral, an investor 
could finance the remainder of his pre-harvest working. capital 
needs and possibly half of his harvest credit needs - pickers, 
boxes and transportation. He may however need an additional 
$100,000 of short-term credit (another rule of thumb for 
measuring credit needs of commercial-size row crop operators is 
that each $1 million of sales requires $250,000 of pre-harvest 
and harvest financing). 

For a 1,000-acre operation, following are estimated 
medium- and long-term investment/credit requirements. 

Investment 

Land - $50/acre $ 50,000 
Land clearing/preparation - $400/acre 400,000 

Total Investment $450,000 

Medium Term 

Tractors ( 3 )  
Trailers (4) 
Sprayers, seeders, etc. 
Sprinkler Irrigation (including 

pumps/mainlines) $800/acre 
Total Medium Term 



Long Term 

Packing Plant (includ. cooler) (If $350,000 
Diesel Generating Set 30,000 

Total Long-Term Credit $380,000 

Total Medium and Long-Term Credit $1,325,000 

Assuming that the present operations achieve a fair degree 
of success, one can envisage eight to ten 1,000-acre commercial 
vegetable growers in five years' time, accounting for $11-13 
million in demand for medium- and long-term credit. 

3. Other Sectors Requiring Credit. 

~ o l l o d i n ~  are descriptions of other sectors which can be 
expected to require credit. Unfortunately, it is not possible 
to quantify their credit requirements with any degree of 
accuracy, dut to the lack of readily available information, the 
small size of the industry Ce.g., garments - only one 
manufacturer requiring local credit), and/or the newness of the 
industry to Belize, e.g., shrimp farming. 

(i) Fishing. Belize's fishing industry is comprised of 
four active cooperatives, two of which are on relatively sound 
financial footing. The largest of these, Northern, has 200 
members, while the second largest, National, has approximately 
100 members. 

The fishing industry is looking beyond the barrier reef to 
deep-sea fishing. Such a switch would represent a major 
change, and would entail major infrastructure investments. It 
would also require a resource survey, since neither the 
industry nor the Government know how much fish is beyond the 
reef. 

During the interim, joint ventures with Honduran (seven 
shrimp trawlers) and U.S. companies (one American - lobster, 
conch and long-line fishing) are starting. Under such joint 
venture arrangements, the cooperative provides all its services 
-- boat crew, cleaning, grading, freezing, shipping and 
marketing, while the foreign boatowner pays the crews, and 
provides (pays for) licensing, fuel, ice and gear. 

Assuming that there are sufficient resources beyond the 
reef, the industry realizes it will need additional land, 
buildings and/or building expansions, wharves (to accommodate 
45/50-foot vessels), ice-making machinery, and machinery to 
process, grade and clean the catch. Following is an 
illustration of what one cooperative feels it will need if it 
goes into deep sea fishing/shrimp trawling (trawling under . .. 
joint venture): 



Expansion of existing plant, including 
a $50-$100,000 shrimp grader 

Two refrigerated trucks to move shrimp 50,000 
from deep water port to plant in Belize 
City 

Six 45/50-foot multi-purpose boats equipped 1,000,000 
for both long-line fishing and lobstering. 
(no refrigeration; ice used; includes 
allowance for spare parts/maintenance and 
repairs) 

Other potential demand for credit: 
ice-making machine (per unit) 

Wharf - Belize City - $650/linear foot for 
land purchase and wharf construction 
(150' wharf) 100,000 

(ii) Timber/Lumber. Recently, Belize's annual production 
of lumber dropped from nine million board-feet to six million, 
as a result o f t h e  loss of mahogany export markets to Brazil - 
which, for example, undercut Belize by $150/1,000 board-feet on 
sales to Jamaica (furniture manufacturing). 

The characteristics of Belize's supply of primary tropical 
hardwoods for export, mahogany and rosewood are such that 
collectively all of Belize's loggers/mills do not produce 
enough mahogany to interest a large U.S. buyer. There are very 
few stands of mahogany left, just mainly trees interspersed 
with many other types of wood. Currently, exports come 
primarily from small mills selling one, two or three container 
loads of mahogany and/or rosewood to small users in the U.S. 

The domestic market, however, remains firm, even showing 
growth. Such growth has been spurred, in part, by the DFC's 
$2,000,000 in housing funds available at 128, and by USAID's 
assistance to the Cooperative Housing Foundation. Belize's 
principal lumber producer states that he has experienced a 300% 
increase in business over the past seven years, and he feels 
that demand will remain strong over the next five years - 
initially due to domestic needs and later to growing 
international demand. 

Other than thi's one producer, who in 1986 received a $1.5 
million loan from OPIC to upgrade his facilities, recent growth 
in the industry has been modest, comprising of "artisanal" 
mills requiring $12-25,000 for start-up with a secondhand 
engine and saw. Over the past three/four years, four of these 
mills have begun operations. New opportunities (listed below) 
may exist for the industry, but until they materialize it will 
not be possible to estimate medium- and long-term credit needs 



(Note: BEIPU and OED have eleven possilbe investments in 
forestry/wood production on file; see Section IV. on proposed 
investments). 

POSSIBLE OPPORTUNITIES 

Two veneer operations are being considered by foreign 
investors. All the veneer would be for export. 

The industry needs a kiln to be able to ship dried 
products to the U.S. and elsewhere. 

A "small-dimension" mill with precision sawing and planers 
- to make standardized furniture parts for U.S. furniture 
manufacturers. 

The secondary tropical hardwood, Santa Maria, is a 
possible substitute for Oak, whose price continues to rise 
in the U.S. 

Small sawmills providing special, high-value, 
semi-finished and finished high-quality hardwood products 
for the U.S. market, e.g., marine grade mahogany plywood. 

(iii) Shrimp Farminq. Shrimp farming in Belize is in its 
infancy. Of the current four major projects operating in 
Belize today, only two are likely to go into production this 
year. If all goes well, these companies will be harvesting the 
first-ever sizeable amount of pond-grown shrimp-in Belize. 

Shrimp farming, even if done "extensively", involves a 
relatively high capital component, especially when 0.f a scale 
requiring a hatchery and processing plant (about 500 acres of 
shrimp ponds). Following is an estimate of one producer's 
credit needs, and what investment will be necessary when he 
links up with two other interested producers to justify the 
installation of a hatchery and processing plant. 

Early 1987 Working capital $80,000 

September 1987 A 6-24 month loan-essentially 90,000 
working capital 

Other two producers will 300,000 
need medium-term loans 
for machinery 

Other two producers will 
need capital funds to go 
into production (total of 
300 acres) 



Hatchery and processing 1,500,000 
plant; principals put 
up $500,000 

2/3-year loan - bulldozer, 150,000 
construction equipment 

Favoring shrimp production in Belize is the fact that U.S. 
demand, which is year-long, is continuing to grow (as are 
imports), while U.S. natural production (from the sea) is 
dropping. In 1981, the U.S. produced 600 million pounds of 
shrimp and imported 250-300 million pounds. In 1986, it 
produced 400 million lbs. and imported 600 million lbs. That 
year, Ecuador, the biggest Western hemisphere supplier of 
farmed shrimp, exported 67 million pounds to the U.S. 

Opportunities for Belize may be further enhanced by the 
earthquake that Ecuador, the hemisphere's largest shrimp 
farming nation, suffered in February 1987. The shrimp industry 
expects increased taxes on shrimp in that country, and thus a 
drop in Ecuadorian shrimp production. 

A 500-acre farm, producing 800 pounds/acre 2.5 times/year 
will produce one million pounds of shrimp. Cost per pound of 
production ranges from $1.90-2.50 while the FOB Belize City 
selling price is $3.45-6.10/pound. 80% of all shrimp produced 
(sea and farm) goes to restaurants. To ensure this market, the 
shrimp farmer must create a size and a consistent quality 
required by the restaurant trade. 

(iv) Garments. Currently, this is an industry of one, 
which requires local credit. The two other garment 
manufacturers are financed from abroad. Two other 
manufacturers, one of jeans and the other of ladies garments, 
went out of business because of their inability to obtain 
working capital. 

Initially having lost a $1.2 million order because of the 
commercial banks' refusal to handle an irrevocable letter of 
credit for the purchase of raw materials, the present 
manufacturer went into an "807" operation whereunder the 
overseas buyer provides the raw material and the Belizean 
manufacturer does the assembly work. This manufacturer has the 
following range of credit needs: 

Some pre-export credit financing to secure raw materials; 

The ability to discount his receivables, since buyers want 
terms from 30 to 60 days; 

A revolving 120-day line of credit for $950,000 to handle 
a firm $2.8 million order. With this credit he could 
double his staff and start a second shift--all within the 
existing facilities; 



Future expansion: 
--a second building 
--equipment?/ 

(v) Food Processing. The food processing industry in 
Belize, other than for beer and soft drinks, is very small and 
rudimentary. Products made locally are jams, jellies, pasta, 
pepper sauces, peanut butter, plaintain chips, and meat 
products. Two small dairies provide milk, and there is limited 
yogurt production. To point up the small size of the domestic 
market and the artisanal nature of the industry, the pasta 
company works only three days per week. Melinda's, a supplier 
of jams, jellies and pepper sauces, currently is operating out 
of the owner's kitchen, and supplies the entire Belizean market 
from that kitchen. Members of the food processing industry 
express an intention to produce tomato products (catsup, sauce, 
paste), and powdered and condensed milk. 

Products with export potential are pepper sauces (U.S.), 
fresh meat and meat products (CARICOM countries), and possibly 
jams/jellies (U.S., CARICOM). Melinda's has just started to 
export pepper sauce to the U.S. and it appears th.at there could 
be a larger market for this product. Citrus concentrate 
exports to the U.S. are not discussed here, since citrus is an 
activity which AID cannot assist. Mango concentrate (exports) 
falls under the vegetables/tropical fruits discussion. 

The problems this industry faces are the minuscule size of 
the domestic market, the need (and difficulty) to find niches 
in export markets, the very high cost of buying the small 
quantities of materials (e.g., containers, labels) necessary 
for the business, high cost of transportation out of Belize, 
and the high cost of services in Belize -- electricity, 
transportation, etc (it should be noted that the largest local 
jam, jelly and pepper sauce manufacturer is in increasingly 
serious financial difficulties and is in danger of closing). 
To this should be added supply problems: Belize Meats, the 
largest of three meat products' producers (and also the 
country's only slaughter house), cannot get sufficient cattle 
to process into meat products for sale both domestically and to 
CARICOM. This is unfortunate for Belize, since in 1985 imports 
of meat and meat products totalled over $3.2 million. 

3 / ~ h e  manufacturer would prefer to lease sewing machines if - 
option were available, as a means of reducing capital outlay 
and increasing the number of manufacturing choices open to him. 



Taking into account the above, following are the credit 
requirements of interviewed businesses: 

1. Melinda's - producer of jams, 
jellies and pepper.sauce. 

- Building and bottling equipment 
for pepper sauce and possibly 
jams and jellies. $125,000 

2. Running W Farms - meat producer 
- Equipment for heat/vacuum sealed 

retort pouches 
- Working capital to buy retort 

pouches (15 cents each in small 
quantities - producer does not 
know price break points) 

15,000 

unknown 

(vi) Livestock. Estimates of the size of Belize's 
cattle herd vary from 35,000-50,000 depending on the source. 
As noted above, Belize Meats Ltd., while claiming to be the 
only USDA approved slaughter house in the Caribbean, cannot 
get sufficient animal throughput to even begin to take 
opportunity of the growing market in the larger CARICOM 
countries for fresh meat and meat products. Reportedly, 4,000 
head of cattle were exported to Martinique and 3,000 head to 
Mexico in 1984/85. The concensus is that Belize's livestock 
industry is in sorry shape. 

Discussions with the President of the Belize Livestock 
Producers Association pointed up the sole credit need of the 
livestock industry at this time -- production credit to allow 
livestock producers to get into a feeder cattle program. He 
identified the need for a loan program of $3,000 (minimum) to 
$100,000 (maximum) to individual producers, with a maximum 
term of 18 months. Most of the loans would be on the small 
side. As such, these credit requirements would not fall 
within the scope of this project. Should a feeder program be 
successful, the implications for larger-scale cattle 
operations, meat processing, and export activities are obvious 
for this project. 

IV. REVIEW OF CURRENT INVESTMENT INTENTIONS 

The reasonableness of the above demand for credit 
estimates per industry was then verified by examining various 
sources of data on proposed investments. Because this 
approach only considers those serious investment intentions 
which are currently under consideration, this actual demand 
for medium- and long-term credit will necessarily be much 
lower than in the industry forecast for credit o;er the next 
five years. The investment intentions sfiown in the following 
set of tables indicate that even existing demand for medium- 
and long-term credit is significant. 
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A n a l y s i s  o f  CBDF R e c o r d s  

T a b l e  1 shows  a l l  t h e  v i a b l e  p r o j e c t s  w h i c h  h a v e  b e e n  
c o n s i d e r e d  f o r  f u n d i n g  u n d e r  t h e  Commerc ia l  Bank D i s c o u n t  
F u n d .  T h e  e a r l i e s t  o f  t h e s e  p r o j e c t s  i s  d a t e d  J u l y  1 9 8 5 ,  a n d  
t h e  m o s t  r e c e n t  was r e c e i v e d  by t h e  CBDF on  March 3 ,  1 9 8 7 .  
A l l  t h e  p r o j e c t s  were e i t h e r  a p p r o v e d ,  a r e  b e i n g  n e g o t i a t e d ,  
o r  h a v e  b e e n  s e r i o u s l y  c o n s i d e r e d  b y  t h e  C B D F .  P r o j e c t s  i n  
t h i s  l a s t  c a t e g o r y  were e i t h e r  f u n d e d  o t h e r w i s e ,  o r  were n o t  
f u n d e d ,  b u t  a r e  c o n s i d e r e d  s o u n d  p r o j e c t s .  

Loan terms a n d  c o n d i t i o n s  c o n s i d e r e d  r a n g e d  f r o m  t h r e e  
y e a r s  a t  1 4 %  i n  t h e  c a s e  o f  two l o a n s  f o r  m e a t  p r o c e s s o r s  t o  a  
1 5 - y e a r  l o a n  a t  1 4 %  i n  t h e  c a s e  o f  a  h o t e l / o f f i c e  c o m p l e x .  
T h e  m a j o r i t y  o f  t h e  p r o j e c t s  a r e  t o u r i s m  and  a g r i c u l t u r e / f o o d  
r e l a t e d .  T h e s e  p r o j e c t s  p r o v i d e  a good i n d i c a t i o n  o f  t h e  t y p e  
a n d  amount  of  demand f o r  medium- a n d  l o n g - t e r m  c r e d i t  t h a t  
e x i s t e d  r e c e n t l y ,  a n d  t o  a  l a r g e  e x t e n t ,  t h a t  e x i s t s  t o d a y .  
T a k e n  t o g e t h e r ,  2 6  t o u r i s m ,  a g r i c u l t u r e ,  l i g h t  m a n u f a c t u r i n g ,  
f o r e s t r y  a n d  o t h e r  p r o j e c t s  a c c o u n t e d  f o r  a  demand f o r  c r e d i t  
o f  o v e r  $ 8 . 7  m i l l i o n .  



Table 1 

COBMERCIAL BANK DISCOUNT FUtlD ACTI'JITY YY SECTOR 
APPROVED 3Y COMMERCIAL BANKS P.llD OTHER HIGII-POTENT1.4L PROJEC'IS 

Tourism and Tourism-Related Projects 

Amount of 
Loan Status of Loan Request Name of Project Purpose 

Baycrest Apartments, Ltd. Hotel in San Pedro $ 75,000 Approved; disbursed 

25O,OOO Approved; disbursed Belize Marine Enterprises, 
Ltd. 

Development of tourist 
complex on Moho Caye 

Smith & Sons Auto Rental 
and Tours 

Increase number of rental 
vehicles; carport 

175,000 Approved; disbursed 

The Villa Hotel, Ltd. Build additional 30 rooms 625,000 Approved, but not yet disbursed 

40,000 Being negotiated Belize Marine Travel Passenger Ferry for 
Belize City/San Pedro 

Belize Marine Enterprises, 
Ltd. 

Additional loan to cover 
cost overruns on 1 2  above 

142,500 Being negotiated 

Chan Chich Reserve Resort 

Chaa Creek Cottages 

12 cabanas, associated 
infrastructure 

375,000 Just submitted; being negotiated 

Build additional rooms/ 
facilities 

75,000 USAXD guided proposal preparation for 
CBDF, but principals obtained loan 
directly from Barclays Bank, as they 
urgently needed the funds. 

Being negotiated 9. Bird's Isle Development 

10. Heusner Projecr 

Build six villa-type homes; 400,000 
seafood restaurant 

Approved: partially 
disbursed; discounting 
being considered 

Fishing Lodge 130,000 

Total Tourism and lwilrism-Re'latea Vrojects 



Agriculture, Livestock and Food-Related Projects 

Name of Project purpose 
Amount of 

Loan Status of Loan Bequest 

1. Maya Mariculture of Belize, Shrimp farming; four $ 377,500 Approved; disbursed 
Ltd. 25-acre grow-out ponds 

2. Trinidad Farms, Ltd. Cattle ranching; meat 175,000 Approved; disbursed 
outlet in Belize City 

3. Quality Poultry Products Building and poultry 37,500 Approved; disbursed 
processing facilities 

4. Gustavo Marin, Sr. 

5. Caribe Farms,, Ltd. 

6. Gallon Jug Farms 

Refinance existing loan; 40,000 Approved; disbursed 
build pig stys; storage; 
pump house 

Bulld packing shed and 
cold storage-winter 
vegetables to U.S. 

Livestock production 

375,000 Being negotiated 

1,625,000 Being negotiated 

USAID helped prepare proposals for 
projects 7-11 below for CBDF 

consideration 

7. Greengold Ltd.* Banana plantation expansion 469,000 Financed by Barclays Bank 

8. Sagitun Banana Company* Banana plantation expansion 117,500 Financed by Bank of Nova Scotia 
and DFC 

9. Trio Ltd.* Banana plantation expansion 500,000 Financed by Barclays Bank and 
LAAD 

10. Banana Growers Association* Banana plantation expansion 124,000 Financed by Barclays h a n ~  

11. Cowpen Farms Ltd.* Banana plantation expansion 250,000 Financed by Barclays Bank 

Total Agriculture, Livestock and Food-Related Projects $4,195,500 

 he above five banana plantation expansion projects (proposals prepared by USAID) were found sufficiently 
attractive that the commercial banks financed them directly, rather than going through the CBDF faciltty. 


