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ASSISTANT
ADMINISTRATOR

GUARANTY AUTHORIZATION 

PROJECT NO. 538-HG-003

PROVIDED FROM: Housing Guaranty Authority

FOR : The Government of Belize

Pursuant to the authority vested in the Assistant Administrator, Bureau for 
Latin America and the Caribbean, by the Foreign Assistance Act of 1961, as 
amended (FAA), and the delegations of authority issued thereunder, I hereby 
authorize the issuance of guaranties pursuant to Section 222 of the FAA of not 
to exceed Two Million Dollars ($2,000,000 U.S.) in face amount, assuring 
against losses (of not to exceed one hundred percent (100%) of loan investment 
and interest) with respect to loans by eligible U.S. investors (Investor) 
acceptable to A.I.D. made to finance housing projects in Belize.

These guaranties shall be subject to the following terms and conditions:

1. Term of Guaranty: The loans may extend for a period of up to thirty
years (30) from the date of disbursement and may include such terms 
and conditions as may be acceptable to A.I.D. The guaranties of the 
loans shall extend for a period beginning with disbursements of the 
loans and shall continue until such time as the Investor has been 
paid in full pursuant to the terms of the loans.

2. Interest Rate: The rate of interest payable to the Investor pursuant
to the loans shal1 not exceed the allowable rate of interest 
prescribed pursuant to Section 223(f) of the FAA and shall be 
consistent with rates of interest generally available for similar 
types of loans made in the long term U.S. capital markets.

3. Government of Belize Guaranty: The Government of Belize shall
provide for a full faith and credit guaranty to Indemnify A.I.D. 
against all losses arising by virtue of A.I.D.'s guaranties to the 
Investor or from non-payment of the guaranty fee.
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4. Fee: The fee of the United States shall be payable in U.S. dollars
and shall be one-half percent (1/2%) per annum of the outstanding 
guaranteed amount of the loans plus a fixed amount eaual to one 
percent (1%) of the amount of the loans authorized or any part 
thereof, to be paid as A.I.D. may determine upon disbursement of the 
loans.

5. Other Terms and Conditions: The guaranties shall be subject to the
following terms and conditions:

(a) The Government of Belize shall agree that, except as A.I.D. may 
otherwise agree in writing, prior to the selection of the 
Investor^the Government of Belize shall furnish, in form and 
substance satisfactory to A.I.D., evidence that the limit on the 
permissible lending interest rate for credit unions in Belize 
has been raised to eighteen percent (18%).

(b) The credit unions will convenant that they will make their best 
efforts to raise their interest rates on deposits to market 
levels.

(c) The guaranties shall be subject to such other terms and
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PRQJECT PAPER 

BELIZE

HOME IMPROVEMENT PROJECT 

I * SUMMARY AND RECOMMENDATION

A. Summary

try i n d e n t ™ !  t  sP arsaly populated, newly independent coun
its 145 oSo n L , ^ ^ - C a - Bordered by Mexico and Guatemala, s 145,000 population occupies an area the size of 
Massachusetts.

The m°st evident shelter problems in Belize are the 
a f f o r d ^ ?  dete n o r a t i n g  housing stock and the absence of
institutions a d s t a i n a b l a shelter policies, programs, and 
orov dini h L  The P r°P°sed project responds to this need by 
providing home improvement loans in the short run while lav-
and SfloSdablethrOU9h tef nical assistance for a sustainable 
m l  k d  bl\ pt09r“  of new shelter construction in a se- 
cond phase The project operates mainly through private-

c I f a L I s l f n e e T ° T  ' I * 1 5 0 drawS ^ s u b s t a n t i a l  tethni- 
Ihe o r n W ?  V  strengthen the credit unions themselves. 
nnh-Mo - 3 ^ relie 7es lmmediate pressures on the GOB for 
^ ^ SeCt°r shelter investments while helping it to devise 

shelter sector plan and appropriate policies for afford
able housing which will have significant, positive longer- 
term economic effects. ^ e longer

The first-phase program would be a $2.0 million HG for 
home improvement loans and $400,000 for technical as
sistance. Depending largely on the results of the technical
pared toC nrnn POlicy and P ro<?ram terms, PRE/HUD would be pre- 
Thil would he a a e c °?d Phase HG to finance construction, 
ter bv the b® construction of new designs of affordable shel- 
v ? w bL £ haa? J atS sector rather than the traditionally hea- 
tor7 MostdifS th sbandard units produced by the public sec-

c o n c e n t r a t e d ^ i n ^ L l i I e tc i t r eandm IthePr°Vhment l0an WOUld be C^qn rmn S 4.U 7 Clty and other urban areas.
m e n t ' f i L n L ^ 6 loan however, will be used by the Develop-
rnrei ^  Corporation (D F C ) for home-improvement loans in
m e n t ^ D F C ^ s ^ t  he reacbed by credit unions. This will comple- 
ment DFC s other agricultural credit programs.

inrr $ 4 0 0 ' 000 ? f technical assistance will provide, during a two-year period: F ' aur

sector‘and°!nC thadViCe a "d aS4 StanCe t 0  the G0B in/shelter 
r e s i d L t  f K bhe management of project implementation. A 
resident technical advisor is needed for two years.

A:.f

*-r'i
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2. Short-term T.A. to prepare the basis for a possible shel
ter production project and to improve credit union admini
stration. It is necessary to assess target group preferen
ces, to design affordable solutions, and to test the accept
ance of the designs by building a few prototypes. T.A. also 
will explore ways of mobilizing domestic savings for low- 
income shelter, assist in organizing a group to develop a 
national shelter policy, and strengthen existing sector in
stitutions as well as the newly established Belize Building 
Society.

The project goal is to improve shelter conditions for 
below median-income households by upgrading the housing 
stock.

The project purpose is to:

1. Stimulate shelter credit activities and to streng
then the institutional capacity of the credit union system.

2. Support and expand private sector participation in 
the financing and construction of shelter.

3. Preserve and upgrade the housing stock.

4. Assist the GOB to rationalize its housing delivery 
system by focusing on policy, institutions, and housing solu
tions which are affordable to lower-income households.

The Borrower will be the Ministry of Finance. The GOB 
will guaranty the loan. The DFC will on lend to the Belize 
Credit Union League (BCUL), which will onlend to its member 
credit unions and to the Holy Redeemer Credit Union. The 
credit unions will administer the home improvement loans to 
their members. The DF C , as financial agent of the GOB, and 
the BCUL will establish the criteria which qualify indivi
dual credit unions to participate in the program. (See Sec
tion IV-E, "Conditions Precedent.") The DFC also will lend 
directly to rural beneficiaries for home improvements in con
junction with its ongoing agricultural credit programs.

All loans will be recovered fully at market rates <j>f in
terest. Except for any possible foreign exchange loss, 
the program should impose no financial burden on the central 
government budget.

The first round of lending could finance some 1,300 
home improvement loans. Lending from reflows could greatly 
augment the number of beneficiaries. (See Annex 10, "Cash 
Flow Analysis.") The effective demand exceeds project re
sources and a rapid disbursement of loan funds is expected 
during a two-year implementation period.
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Recommendation

tha*- Jue int® nsive review of the proposed project concludes
tivelv 13 r ° n0miCally’ financially, administra-
t h a t ^ ' n  ^a11^' and technically sound. It is recommended 
nat a Housing Guaranty be authorized as follows:

Min, . 1- Amount of Guaranty; US $2.0 million to the
_ ¥ °^ Finance, the Borrower, for a program of home-im-
provement loans to below-median income families.

. 2 - The loan should be for a term of up
l V ml r al 3 W l t h .a ? race of up to 10 years for the
payment of principal, to be negotiated with the investor.

n c .3* Interest Rate: The interest rate payable to the
U.S. investor shall not exceed the allowable rate of inte-
M n n  the AID Administrator pursuant to Sec-

f  . 33(1) of the F A A , and shall be consistent with rates
° £ »interest generally available for similar loans.

C . Project Issues

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

1. Project Strategy

, . a ! . Pro3ect priority. The Issues Cable
e foJ- a clarification of the "project's priority in rela- 

on to both AID'S and GOB's strategies for addressing coun- 
try s overall development needs." The GOB's development pri- 
orities are reflected in its 3-year Economic Plan of 
— lize The nation's primary development thrust

,a9 riculture (29% of projected investmenti, economic in
frastructure (39%), and social infrastructure (29%). Three 
percent of planned investment is for industry. six percent 
of investment is scheduled for housing, 5 .2% for' water and

requirements for these invest- 
59% of total investment costs.

sewerage. External capital
ments total $120.5 m i l l i o n , ---------- ---  coses.
The sources of external financing for housing projects have 
not been identified. Shelter and related infrastructure ab
sorb an important element of total development expenditures 
in absolute monetary terms. The efficient application of 
these funds has high government priority and important econo 
mic and social consequences.

The Embassy agrees with the GOB 
and judges that shelter financing wi 
Part in that strategy. The Prime Mi 
ment of the project is evidenced by 
change which the project will bring 
project will increase private sector 
ter sector by using the credit union

's development strategy 
11 play an important 
nister's strong endorse- 
the major lending policy 
. (See Annex 3.) The 
initiatives in the shel- 
mechanism, improve the
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efficiency of the shelter sector delivery system, reduce she 

Framework^" )6S °Ut pU t’ (See

, n,The imP°r tance of the project to the GOB is evidenced 
by the personal involvement of the Prime Minister and his
th21ppSrS'Th" 1^S devef°Pment at every stage from the SSA to 

P. This is consistent with the inclusion of 9 (laraelv 
unfinanced) shelter sector programs in its Economic M a n ? Y

„ b - Mobilization of domestic savinas. The
Issues Cable noted that an essential con"dItl£H for HG finan
cing would be to raise the credit union interest rate ceil- 
interesf 1t asked for an evaluation of the implications of 

f tS poilc^es on housing and on the general finan- 
tioi ®trucPure ° f the country. The GOB is drafting legisla
tion i5»ri 1S? a ihe maxlmum tending rate for credit unions 
trom 12% to 18% p.a. Enactment of this change is expected

crease*"inbfh 1982; • “  haS n0t been decided whether ?h?s in- 
lendfnn o,-th i iU U9 rate Wl11 apPty to a11 credit-union 

■ °nly t 0  hOIfe lrnprovement loans; but an increase 
for home improvement lending alone would constitute a major
J l T r , L l n a 1 P° U c y - If the c e i U n 9 is raised f i rall loans, the credit unions may raise interest rates paid

a" ^  i n a i r ? ? :  t 0  a10%" 12%* At preSent' — ercial b m k s  
of deposit)6%” 11% °n deposits (and UP to 17% certificates

^arget gr° uP of below-median income households uses 
credit unions as their principal financial intermediary.

inc°me to? low t o  qualify for commercial bank lend- 
*, Credit union officials, however, recognize that the

SaVingf.Probably is sensitive to interest rate dif-
.k f na KtlalS * -c — — - j1- uIi±oiL l^abetm __B ave at commercial banks 
^  and borrow from their credit union.

r a t i o n *  pof,UA S " a the Cur^ent ievel commercial lending 
„ !  22* ’ ha? depressed mortgage lending. The volume 

I ™ ” / ”  horae improvements also is quite small. Home im- 
? , 1°?"s constitute about 2 % of commercial bank lend-
m g  and 15-25% of credit-union lending.

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

2 . Institutional Arrangements and Analysis
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p ,, , a ‘ Administrative structures. The Issuer
Cable asked that the administrative channels and procedures

is t r u f t h f / 0 SeV f ^  Can be -"-Plified. A l S o S g h  ItIS true that a number of institutions are involved in * *

E r 1? ^ iVV trUCtUre' the nUmber is not a v o l d l b t  large 
thf = thS structure complex. The Ministry of Finance 9as 
the Borrower, operates through the Monetary Authority? 2

The PP Team explored the possibilitv of hauinn 4-k ^ m 
ary Authority lend directly to the BCUL and to the Holv Re

nt * CrSdlt Union as well as to the D F C . The Government
l e ! T tS the DFC to be its financial agent for the HG 

t bbe G°B's industrial development bank, the DFC cus-
Th m 1 ^4-^ a^ S tb ls.r°ie in handling external resources 
Ihe Monetary Authority does not get involved in the details 
of project implementation, nor does it want to do so.^

The HG funds will be deposited in U S dollars in t-ho
nSn?Un! 2 f the Monetary Authority in the Fedelll ResIIve 
Bank of New York. The Federal Reserve Bank will inform tha 
Monetary Authority. The Monetary Authority will deposit the

theaDFCCUrIheC?o?qUir ^ nt in the B elize Bank ^ s i g ^ I d  bj
Thu ? le ° f the M °netary Authority is to facili- 

tate the mechanical transfer of funds. The role of f i n a n 
cial agent logically is that of the DFC.^"

. 4T b * i Institutional A nalysis. The Issues Cable 
asked for analysis of the financial intermediaries inclu-
a * ? 9 al.*®ses?ment of their capacity to implement the loan 
dards ? ^ USS1° n .0f the r°le of construction codes and s?an-
htltorv oI ?hern ^ C t -a ^ Cti° n XI' B' 5 exami"ea the lending 
S t a h l ,«y DFC and the credit unions, their financial
jecl r r h i o h l l l h l 6 0 ! ! ! 1 0 ? 1 Capacity to implement the pro- 
d p c  h»= k hl9 t?lights the fact that the main weakness of the
?vC h? h b ltS hl9h arrearages. The causes of historical- 
of hhfhHrrIearageSu however- should not operate in the case 
own s?bfoansa " ‘ The.DFC,s collateral requirements on its
DFC says thft ? t rw l n  a T S WU1 Safeguard the loan; and the ?ays that lfc Wlll enforce payments by promptly fore
losing on collateral if payments are delinquent.

iim'nncrrea5 ages hau e been less of a Pr°blem with credit 
unions; and even that record recently is improving in

h f v r m i n i m a l 3 "068, The BCUL and the Holy Redaam e ? expect to 
l l L  T 1 arrearages or defaults on the home improvement
i S; r0 J°fns be adequately secured by member share?
with credit unions and other collateral a n d w i l l  be further 
safeguarded "By credit union reserves. rurtner

. Few credit unions have the in-house capacity for tech-
: hV3 aaI r  • ° f 3abl°ans • The filifli Cor home ttprove- ments which require  ̂ structural changes or additions to liv

ing areas a r e - t o ^ s u b m i p e d  to the "Department of Housing
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Sr? S ' £££." s s . a

s  ril*pjs :̂ ,,̂ 5 rs^ 1*s‘[£rss; as.
l • . . financial spread will cover any cost of
hiring outside expertise for these activities.

riar^ Annf , -  analyzes the Belize construction codes and stan-
H ™ \ ! ° l dlSC“ SSeS their enforcement in general and in rela
tion to the proposed project in particular.

3. Effective Demand. The Issues Cable requested an

dits1^  the hiaher e “ ecti^e demand for h°me improvement cre
a t i o n  t t T c ? interest rates required in the project. 
Section III-C-1 analyzes the effective demand for home im-

?hate the ef?an?-at r  18% p -a - interest rate and concludes hat the effective demand will exceed project resources.

■ v • t  ^ c h n i c a l  Assistance. The Issues Cable asked that 
the intensive review reassess the amount of technical assis-
bilitvWofC£heS pr0p08ed aad its effect on the economic feasi- 

.ity of the project. The PP Team reassessed the T a r e 
quirements for the proposed loan and for preparing the'insti
system technical ba^  for a b e t t e / s h e U e ^ d e U v e r y
i H e c t i o n  and rationale are discussed in detail
in section III-F, Technical Assistance." The conclusion of

T A lnwhi?eVM  T iSW iS that the amounts of the proposed
h 1 ?-g h ' are lnescaPably necessary to achieve the

i n s t i t u t i o n a l ^ * * ? f their itnP ortant economic and 
institutional effects. if the T. A . were charged entirelv to
bet S itnwontHC° Sa ° f fcue P r°P°sed Project (and it s h o u l d ^ o t  

reduce the internal economic rate of return

t o s ^ o f “capital°in°Belize: S t U 1  W e U  ^  the opp- t u n i t y

II. PROJECT DESCRIPTION

A. Background

t^r hfo K~ erview< As in many developing countries, shel- 
od hA a posbponable investment over a protracted peri.
Ition ratet i?e ?y K W *:P0PUlati0n growth rate, high emigr-

J te? of labor-force-age people, and low population-to- 
and densities have combined with a tropical climate to oro- 

duce an aging and deteriorating housing stock. Belize hasPa

o v e r c r o w d L c ^ ^  ° f 0nly 1 6 ‘ 4 p e r s o n 8  per ^ a r e  ^ l e ;  but vercrowding is a growing problem in Belize City where
toU 2 1Soetsonse V  f?r °<rcupanc>' hV s^ e n  persons can have up to z i persons living in them. y

in RefftfOXimaue ?? 6°% ° f the 2 6 ' 000 units of housing stock 
Belize was built between 1960 and 1970, 36% before 1956.
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W 5 t e U M-nS1^ % ^ 3 %K0f ^  6 ' 300 hOUSSS WSre built before 
in 19fii » bbe houses were damaged by Hurricane Hattie 
the h „ n V ACCOrdln9 t 0  thS 197 0 Ce n s u s ' nationwide 79% of
w ? L ~ Ulldr 9S ar® made ° f WOod; in Belize City, 96%.-- The
i H  p f a U O n  0f the housin<? stock, particularly
Standards U  13 ev1ldent and reflects the low economic
and thfd f ^ e u???p l e ' the Pa u c ity of disposable income, and the unavailability of credit.

hl„  The Shelter Sector Assessment concluded that infrastruc- 
town e f icienctes, while serious and varying from town to
tion'o?rihn°K as , pressing as the problem of the deteriora
tion of the housing stock. The Belize City water s u d d I v s v s -
the'street °°Ver? tbe entire city either by stand p i p e s ^ r o m  
h -,1„ftre® t to Private yards or by direct connection to
ed bv rina "OW be*n? upgraded through,^project largely financ- 
ed by CIDA . In Belmopan, the metered water supply system 
connected to individual homes can accommodate a population 5
Towns thS S1ZS 5 f 6he present population. All District 
Towns are served with piped water. In small villages, ser- 
vice is supplied by drilled wells and hand pumps.

Work on improving the Belize City sewerage system is 
ell underway and should be completed by 1986. It will

ThZS f • thL rK Slden^ ial areaS °f the entire project group.
197QfX+-h p h a s e ,ofu the CIDA-financed project began in August 
t i l 9 , s?con^ phase m  February 1982. The present sewer
age system is adequate for the population of Belmopan.

. . There still are large rural areas without electricity
ut generating capacity is sufficient for the population 

which is served with electricity.

. n  uhS hi?^e f t^ immediate return from shelter investment 
ill be capital for home improvements which can preserve the 

housing stock and the provision of critically important tech
nical assistance which lays the basis for major sector im
provements. The proposed project responds to this need bv 
channeling resources through existing financial intermediar- 
es, in particular the credit unions, which are in place 

throughout the country.

*he ^ o n o m i c  Plan of Belize, 1980-83, places the annual 
need for new housing at 1,200. The SSA estimate is 700-800 
units per year. At present, public sector institutions pro- 

.a?proximately 25% of the lower estimate. There is in- 
icient data available to obtain a clear picture, but the 

mal sector appears to produce somewhat less. The infor
mal sector accounts for most shelter production.

, The capital budget of Belize contemplates financing 
largely from external sources. The housing development pro- 
g am is large and cannot be financed without substantial ex
ternal financing. The investment program depends on conti-
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nued receipt of predominantly grant and concessional monies. 
At the same time, however, the country now must begin to en- 
Jer_ commercial markets for funds and must start to requla~E"g 
its internal financing and ex te rn alborrowings to reflect af
fordability.

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

The CIDA project is of particular interest to AID's pro
posed home improvement project. It is anticipated that home 
improvement loans will be sought in order to pay for the ex
pansion of houses and the installation of toilets and sinks 
as well as pipes to permit individual household connections 

I to the water and sewer mains. Connection costs are not 
J  my financed by the CIDA project. (See Annex 13.)

Supply project in the Northern-most district of Belize will 
provide a safe and reliable water supply for villages. Cer
tain preconditions still need to be met before progress can 
be made on the water and sewerage connections to Corozal Dis
trict's main transmission pipeline. The U.K. is financing 
the total cost of $2 2 2 ,0 0 0 .

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

The World Bank expects to start a program in Belize in 
1983. They have not discussed any specific projects with 
the GOB, but they do not anticipate that their program will 
be in any conflict with AID's housing project. Discussions 
thus far concentrate on power generation and other physical 
infrastructure. The IFC is exploring private sector ven
tures in agriculture and agro-industry.

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

The United Kingdom's Corozal District Villages Water
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n_.. In addition to the proposed H G , AID is providing nearly 
US$1.5 million (Grant 035) for a five-year program to devel
op the capacity of the Caribbean Confederation of Credit 
Unions to provide common services and training to national 
snd local credit unions in the region. This project is also 
being supported by CIDA. US$60,600 in grant support has 
been given to the Belize Credit Union League (BCUL). These 
funds are being used to pay the salaries of the BCUL's mana
ger and a field representative as well as in-country trans
portation costs. Disbursements for the Belize component of 
this project started in 1981.

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

5* Project Strategy. The proposed project will be 
the first direct AID project in Belize. The SSA finds that 
-traditionally high shelter expectations and high construe— 
tTon costs exceedT what the target group can afford. The li
mited public housing which is available is deeply sub
sidized and a vast supply of housing in Belize will be lost 
to deterioration if steps are not taken to repair and main
tain existing structures. The institutional capacity of the 
shelter delivery system in Belize is weak; and credit for 
shelter activities is virtually nonexistent.

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

The project strategy should,

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

o Support the institutional development of existing or 
potential private sector institutions involved in financing 
shelter activities (e -9* credit unions and the National Buil
ding Society), and;

o Encourage efforts to preserve the housing stock.
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..t-™0! Stratf?Y lncludes the immediate initiation of a 
= I S iy sma11 HG P r°gram in order to stimulate the sec- 

f . n ° provide a reliable, interim source of shelter
« The 1?G loan must be complemented by substantial 

amounts of technical assistance in order to help strengthen
i ^ i m t ^ 011^ 1? 0 the shelter sector delivery system, assist
sector n o l i c v , ^ "  °^'the firSt HG l0an' and define shelter 
vities P 1 y obJectlves m  preparation for continuing acti-

cial T n S f - HG 1°anuwould be channeled through the finan-
i m o L m n n t  WhlCh are best P reP ^ e d  immediately to
wnni'a ^  self-sustaining program. The proposed loan

“ t C6ntrate °n Preserving the housing stock by finan- 
m n w L o n f 6 • lmPJ*ovements • Depending on important policy

in the sector and the development of acceptable af- 
ordable solutions and institutional capabilities a second

and/nr*3 7 . a s f d fc<? Einance new, affordable units by private 
„ Public institutions, such as the Belize Building
bilitv ?0t presently have the institutional capa-o i i i t y  to implement a program.

m . 5 * . jjenef ic^j^ies. Beneficiaries will be below-

farmerslnCM»a-h0 UKehOlu S1WhO are credit union members or 
n^r Madlaa household income is estimated to be ?3,500
?. ^.fr * ^lrst round of loans can be expected to
directiy benefit about 1,300 households . 5 Lending of
is M t i o n w ! L eXhe?d thi c°verage significantly. The program
Belize Citvd 'gi’n ^ mOSt °f .the Eoans are expected to be in 

S approximately half the homeowners in
brominent^henof•w?m e ? ' ^  can be expected that women will be 
prominent beneficiaries of project activities.

B. Detailed Project Description

’ | ® £ t o r G o a l .  The sector goal is to improve shel- 
f i L S i  for low-income households by promoting and
financing efforts to coordinate shelter policies and to sti-
throuohPh 1 V a t0 lnvestment in upgrading the housing stock through home improvement loans. y

2 • Project Purpose

lat« Encourage local credit institutions to stimu-
. . ' i lter credit activities and to strengthen the institu
tional capacity of the Credit Union System. U

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

stock.
c. Preserve and upgrade the nation's housing
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very system * by^f ocas i n ^ o n ^ o l i c y ^  institutions h° USing deli'
a « o r d I b } e P tonL 0f SXaraples ° f housi"g solution^ whfch'are rtoidable to lower-income households rather than hauinn <-ha
government produce heavily subsidized, standard housing. 

lnat, 3 * Z.rQ 3ect..0utputs. At an average of $1,500 per

provements^in^the^f^rsGroundUof ^

con templatec^and'" their

Improvement Unit C o s t ($)

Household connection to water and 
sewerage system

Installation of a complete new bathroom 
Repair of minor structural damage from 

hurricanes
- Upgrading from wooden stilts to concrete

piles, and accompanying foundation work 
Enclosing open area beneath first floor in 

order to increase habitable space 
Upgrading of kitchen (plumbing, 

electrical)
- Addition of a room (80 sq. ft.)

75
1,200

1,000
900

1,500

300-600
1,800

that t h L dh» ^ " 9  principle m  setting loan limits is 
For a ff°^dable to below-median income families.

calculation, up to 25% of household income can be

loan valuerofCabou? U S $4 ‘ 7 2 5 ^  providea an absolute maximum
charges and 2 0 ^  n f ^ H f  Y h o ^
fewr?o^ment^?fPatlS1° n Pro9 ran>/ it is anticipated that very
will be substant^11! f°rw 2? years and that most improvements 
abovef6 substantlally below the arithmetic ceiling shown

advic^ ^ SldSnt t ^chl^ic: a l advisor will concentrate on policy 
r^riCm and 0n Pro 3ect implementation; and he will coordi- Y 
nate T.A. with the DFC, the credit unions, the Depar?men^ of 
Housing and Town Planning of the Ministry of Health HoSsino 
and Cooperatives, and with the RECONDEV. The short-term 
ba«i<,f? r k 0n sh®lter sector policy and on preparing a 
"?echnfc^ f Ur\ Shelter a°tivities. (See Section i ??- f ,
guire Jhai "S3 1 Stanr - " )  The P° licy advisor role will re- 
on n the fesident technical advisor be able to carry
U n a  G0B officials as well as with implemen
ted^^phylicallv°n s ‘ ■ ̂ ° r t h i s  r ea so n  the advisor may be loca-
Ministrv nr io,;. t* 10 the BCUL or in an appropriate ministry or government agency.

would4 ,inff°2e r  Inputs‘ The proposed $2.0 million HG
Id £lnance home improvements, while requiring satisfac-

l . n

V
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D a v L n t J lat^ a 1 ' h?me improvement loans do not involve down 
-Payments No counterpart financing is involved “””fn"addi-

ion to the $2.0 million HG, however, $400,000 of technical
T T S r « f W °  bS financed ^ o m  C B i supplemental £he 
of.' Section III-F, "Technical Assistance") consists

Function

Resident Advisor 
Short-term T.A.

TOTAL

Person Months

24
29
53

Cost

$180,000
220,000

$400,000

^ * Participating Institutions

, , a; .The Development Finance Corporation ic
“  "a i o n a l  industrial development bank o f Bellfe Its li- 
mited housing activities have made it, along with the n m a rt-.
ofn thefthreel n 9 -an<  ̂ T?Wn Plannin9 of MHHC and RECONDEV, one 
in the coun?ry!lnC1P h°using/housing finance institutions

a q e n t ^ o r ^ C D R 1 was designated as the Belize authorized 
1976 and 1Q7 A S econ d a ry Mortgage Housing Scheme. Between 
1976 and 1978 the CDB committed $2 million for the purchase

housing mortgages under this program. The CDB secondarv

t o f r ^ D P ^ r o L ”01^  aP?ear "ave beeTneaC?eadS?ng1 a ^
fundina fo r  +-hi<= 6 in housin9 finance. Subsequently, CDB
funding for this secondary operation dried up As a re-
d e c l i n l d % D F C -rendin? aCtiyity to the s e c t o r s  also
DFC has aon! i aa l Y ' In the p a S t ' E n d i n g  for shelter by
ever ? e n d ? L  2 raô erate and *id d le income families. How- 
ever, lending for home improvement/expansion is a natural
complement to existing DFC activities in agricultural and

network1 f ^ C o n d u c t -  * The ° Fu haS an in-Place administrative -•i " on(^uctlng an otherwise expensive, scattered-

toe cap??al cito K T '  The C<3ntral ° ffice is located cne capital city of Belmopan, with additional offices

ftoff1? ^ ?  ^  eaC2 °k thS district capital cities. Total 
ti on s.1S ' Wh°m 3re responsible for housing opera-

tin„ 7 presents summary financial statements and opera-

ber 19fif t o H n n ^ T  the DF?' In the 4 years endin9 31 Decem- 
m a L l  • i - thf annual growth rate of some of the key perfor- mance indicators showed: y ^ercor

18.4%
31.8
17.6

Total assets/liabilities 
Loan portfolio 
Gross income

throughC 1 9 8 i r ndS C °me largely from external sources
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65% CDB12 CIDA
7 UK
4 European Development Fund12 Internal

The DFC was reactivated by the GOB in 1973 with a small 
0f about $2 °0 * 0 0 0 and lines of credit of up to 

$600,000 from the CDB for agricultural and industrial 
lending. From 1973 through 1981, the DFC approved $22.2 mil 
lion m  loans, mostly in agriculture (57%). Nearly 22% of 
total lending has been for housing. Housing loans, however, 
dropped sharply m  volume in 1981 to 10% of total new loan 
approvals after running 30-40% of loan approvals during the 
preceding 3 years.

If the DFC were to commit its HG allocation during 2 
years, it would add about 1 .0 % annually to its total port
folio, 3.1% to its volume of new loan approvals, and brinq 
the proportion of shelter lending to about 14% of total 
lending The conclusion is that DFC is capable of handling 
the HG loan without overburdening its administration or 
biasing its main developmental activities in agriculture and 
industry.

The DFC has been troubled with arrears in the past.
Upon closer examination of the composition and aging of* 
arrears, however, the PP team concluded that the problem has 
not^been all that serious in DFC's housing portfolio; and 
DFC s opinion that arrears on home improvement loans will be 
insignificant seems credible. As of 31 December 1981, 19.8% 
of DFC's housing portfolio was in arrears —  nearly the same 
as the 20.3% arrears on principal of total portfolio. Only 

of the 178 housing loans outstanding, however, were in 
arrears for more than 3 months; none was more than 9 months
in arrears; and none of the housing loans had been resched
uled .

b “ The Credit Unions. The credit union move
ment in Belize is large, nationwide, and the principal 
source of credit for the target group. 22 of the 23 active 
credit unions are members of the BCUL. As of the end of 

81, they had 12,382 members, $2.1 million in assets, $1 . 9  
million in savings, and $1 . 8  million in loans outstanding. 
Nine of the BCUL credit unions are located in Belize City. 
The others are spread throughout the remaining districts. 
Mesopotamia and St. John's in Belize City, La Inmaculada in 
Orange Walk District, and Mount Carmel in Cayo District each 
have over 1 , 0 0 0  members.

The largest credit union in the country, the Holy 
Redeemer, is not a member of the BCUL. At the end of 1981, 
it had nearly 2 0 , 0 0 0  members, $6 . 4  million in assets, $4 . 9  
million in savings, and $5.7 million in loans outstanding.

fl / r-. \ % —fr-t*-
2J

v- h 5

V,C uL 12 3*7 3 8.1 ■2 An  l7 ? 214

j 0 900 U 75V3 4/f 7 2 .

if /1 j  V ?• f s
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Nationwide, 15 of the credit unions have full-time 
staff.

Although essentially a vehicle for consumer credit, the 
movement does finance home improvements and expansion. Cre
dit union officers estimate that 10-15% of total lending is 
for housing purposes. For the Holy Redeemer it amounted to 
nearly 25% of lending in 1981; and officers said that home 
improvement loans would have been much more if more funds 
had been available.

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

Annexes 8 and 9 summarize the financial statements and 
the principal operating statistics of credit unions. The 
proposed loan would add about 1 2 % annually to credit portfol
ios. The loan portfolio of BCUL member credit unions has 
been growing at 16% p.a., 1977-1981. The credit unions can 
handle the proposed loan with little difficulty. (See 
Section III-A, "Administrative Feasibility.")

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

The BCUL will:

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

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

- make repayments of principal and interest to the DFC.

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

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

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

vicing; and
- forward monies to BCUL in a timely fashion.



LOCAL

CONTRACTOR

—



-15

Private contractors wiIL be selected by the individual 
oeneficiary, who will be responsible for securing any neces- 
sary permits and approvals.

Income from subloan repayments beyond that needed to se 
cure the HG loan, as well as any reflows during the grace 
period, will be relent for additional home improvement loans 
by the BCUL and the DF C .

The interest rate to the beneficiary will likely be  ̂
about 18%. This will cover the charges by the U.S. inves- 
o r ' AID' s fees, and all intermediation spreads. The DFC 

as financial agent for the GOB, will charge a 1/2% spread' 
for onlending to the BCUL and servicing the loan to the Mini 
stry of Finance. The BCUL will charge 1/2% for onlending to 
individual credit unions and servicing the loan to the DFC. 
The credit unions will charge 2 % for administering the loan 
to its member beneficiaries. The DFC, as financial interme
diary for rural home improvement loans, will charge 2 1/ 2 % 
or its loans to rural beneficiaries. Apart from the AID 

fees, the total financial intermediary spread to the benefi
ciary will be 3%.

111. PROJECT ANALYSIS

A . Administrative Feasibility

1. Development Finance Corporation (DFC). The pro
ject design calls for the DFC to fulfill a dual role as the 
GOB' s financial agent for the HG and as the implementing in
stitution for lending to farm families.

The DFC has processed more than $15 million of external 
funds for the GOB and therefore should find its role as 
financial agent routine and undemanding. The DFC will 
arrange with the private US investor for drawdowns and loan 
repayments; it will channel money to the BCUL against 
prearranged disbursement criteria; and it will receive 
payments from the BCUL for forwarding to the US investor.

DFC activities have concentrated on the agricultural 
sector, which received fully 53% of all loan approvals from 
1973 to 1979. Home improvement lending for rural households 
is a natural complement to its agricultural credit activi
ties. The project will be promoted by the DFC's present 
extension and credit supervision staff. Two central office 
staff, located in Belmopan, now have responsibility for 
housing operations and will be responsible for on-site 
inspection of subloan construction. They will supplement 
the normal extension staff. One additional technical person 
will be added if implementation experience shows this to be
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required. The DFC, however, should be able to service the 
additional 50-60 loans per year over a two-year implemen
tation term.

2. Belize Credit Union Leag ue. The BCUL, with the 
assistance of a Committee of its members and a representa
tive of the Holy Redeemer Credit Union, will establish an 
initial allocation system among the credit unions. BCUL 
also will promote the program among the credit unions, moni
tor the progress of disbursements, receive payments from the 
individual participating credit unions, recycle available re
flows back to individual credit unions for additional home- 
improvement lending, and make required repayments to the DFC 
fo*" forwarding to the US investors. Approximately 1 year in
to the project, the BCUL and the Committee will make any 
adjustments in allocations which experience indicates to be 
necessary.

Although the BCUL has been in existence for a little 
more than a quarter of a century, the development of the 
technical and human resource capacity to provide specialized 
services to its constituent credit unions is fairly recent 
and requires strengthening. Present staff consists of an 
Executive Director, an extension officer, one clerk typist, 
and a messenger.  ̂ All of the staff is full time. The BCUL 
is currently in its second year of a 5-year agreement with 
the Caribbean Confederation of Credit Unions under which 
BCUL receives $60,600 in grant support to assist in the pay
ment of the salaries of the Director and the extension offi
cer. It is envisioned that one additional staff person will 
be hired to manage the project. His cost will be financed 
by the BCUL spread.

The BCUL will be a major recipient of the T. A. to be 
provided for project implementation. (See Section III-F, 
"Technical Assistance.") The Resident Advisor will work 
closely with the BCUL to reinforce its capacity and to orche
strate the short-term institution-building T . A . inputs.

In addition to the CCCU grant referred to above, the 
other major income source for the BCUL is the dues received 
from member credit unions, which for budget year 1983 is 
estimated to produce $9,500.

3. Credit Unions. The individual credit unions will 
administer the home improvement loans to its members. Aggre
gate data and working visits to six credit unions estab
lished that all of the credit unions currently are lending 
for home improvements. The only constraints on expanding 
their home improvement lending has been the overall shortage 
of funding and the corresponding need to restrict the rela
tively large home improvement loans in the interest of 
serving a larger number of smaller loan requests.
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The small population of Belize, the relative stahi1 ifu
the nidPaT>0 rhh°d S ' a ?d th® extended family tradition provide 

ldeal ambience for the operation of a good credit union
and^oi J hS c?rablnatlon °f a cadre of full-time paid staff 
and volunteer inputs from the membership produces a finan
cially viable operation that still has the personal toCch.

thp Ad^ ^ lst5atlvelyr the project in question will not ask
doina vie?? 1 0 tS rn° ^  anything that theY are not already 
Servfro m 5° ?eachers' Wesley, St. Johns, Civil
e s s I n t ? I , f S^ 0tarala and Holy Redeemer credit unions reveal
loanst The anoi?ameiPat^ern f° r processin9 home improvement 

* applicant submits a plan approved by the Depart-
ment of Housing and Town Planning or the Town Board in ?hose
budoet3deaS Wheru the DePartment is not represented, and a 
the9 a r?Wn U P -by a contrac to r. Contractors are kAown to 
the credit committee. Collateral requirements can be an
ppropriate combination of pledged shares, a cosigner and a 

mortgage on the property. cosigner, and a

If the credit union does not have in-house technical
t T o f  the6 t0, inSP^Ct WOrk in Progress, to verify t ^ e q u a l i -  
y . £ th w°rkmanship, and to judge the technical appro-

s e ^ v i c e f 3 ° f aolUti° n ' it: readily arranges for those
of Ifne ° a fee basis‘ Disbursements, except in the case 
f L t i ?  improvements, are partial and are based on a satis
factory verification of the value of work in place.

The additional volume of activity for any sinqle credit
add??'3" r r.«8£ fr.6 T  thlS P r°9ect is too small to ? e q u £ l  
•af | ^ ^ ° n? ^ ? taff-,J The Procedures are in place. what this
of ?h« / • 1 b PrCT de i S the additional capital to meet more 

the existing demand for home improvement money. It does
or t h e ^ s t a f f nSW ^  untested service for the membership

B . Economic Analysis

The Current Economic Situation .̂ - After a 
strong growth performance in the early and mid-1970s, 
averaging 5% a year, economic expansion has slowed during 
, „ L Pa - ye a r S ‘ Real GDP grew 1% in 1981' following an
v l ^ ag ^ Cre? S e ,°f about 2% in each °f the bw° Previous years. The slowdown in economic growth was largely a result
f f c h n ^  agricultural performance and stagnation of the manu
facturing sector. Exports and the construction, services,

duringU1981 SeCt° r S ' °n the other h a n d ' expanded somewhat

, Jbe medium and long-term development of Belize requires 
f„at ^heKf°anJ ry realize its potential in agriculture, fish
ing, light industry, and tourism. In order to exploit its 
na ural resources, the Government should promote private



-18-

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

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

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

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

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

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

The external financing can come from three different 
sources: (i) specific project allocation of the UK indepen
dence grant/loan of $22 million; (ii) new commitments from 
traditional donors/lenders and (iii) external borrowing on 
conventional terms. Specific sources for the external finan
cing still are unidentified to a large extent; but if the 
projected public investment is realized and appropriate mone
tary and fiscal policies are continued, the economy is 
expected to return to an annual growth rate of 5 % by 1985.
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2. Creditworthiness. The outstanding and disbursed 
public and publicly guaranteed external debt as of the end 
of 1981 was estimated at about $55.0 million, or 30% of GDP. 
However, due to the maturing structure and concessionality 
of most loans, the debt-service ratio on existing debt ac
counts for less than 2% of both export earnings and GDP and 
is projected to remain at this low level during the coming 
years. The proposed loan would add about 0.01% to the 
annual debt-service ration.

The Ministry of Finance recognizes that shelter invest
ments, although fully recovered, do not produce foreign 
exchange with which to service the HG loan; but it correctly 
judges that, since the scheduled repayments are relatively 
small because of the relatively long HG maturity, the 
foreign exchange requirements can easily be programmed.

If the Government continues to pursue prudent economic 
and fiscal policies, Belize can be considered to be credit
worthy for borrowing on conventional terms.

3. Economic Viability. The proposed loan estab
lishes lines of credit to finance a variety of home im
provements. There are no specific subprojects which can be 
analyzed before the project begins. In order to calculate 
an internal economic rate of return (IERR) on the project, 
one would have to know the mix of subprojects to be financed 
for each type of home improvement; the detailed financial 
costs for each subproject; the adjustments required to con
vert financial costs into economic costs; and the stream of 
economic benefits. Since these data are unknowable ex 
ante, one usually foregoes the IERR exercise for lines-of- 
credit loans like a HG.

Nevertheless, the comparison between economic and finan
cial costs and benefits establishes a presumption that the 
IERR on subprojects will exceed the opportunity cost of capi
tal and that the project therefore will make Belize better 
off with than without the project even without attempting to 
quantify the important, longer-term economic and social bene
fits of T.A. in modifying policies.

The HG funds will be lent at a market rate which pro
vides for full cost recovery. Each subproject will have a 
physical plan and a budget which must be approved. While 
this does not guarantee that the subproject will be under
taken at least cost, it does provide some reassurance that 
the financial costs will not be grossly inflated. The inter
nal financial rate of return (IFRR) on subprojects is accept
able to both borrower and lender since subloans are judged 
by them to be mutually beneficial.

The IERR will be higher than the IFRR for two reasons:

V
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a. 90% of construction materials are imported and 
bear a 30% import duty. The import duty is not an economic 
cost. About 60% of the cost of a typical home improvement 
is the cost of materials. The import duty consequentially 
raises the financial cost of the home improvement to 116% of 
its economic cost.

b. The effective demand for home improvement 
loans at 18% exceeds the HG resources. (See Section 
^-^""C-l. ) This unrequited demand indicates that the supply 
of funds could be lent at a higher interest rate. The dif
ference between the market-clearing rate and the estimated 
18% (maximum) to be charged the beneficiary is a measure of 
the excess of economic benefits over financial benefits. 
Commercial banks currently lend to higher— income families at 
20— 22% for home improvements. Economic benefits consequen
tially are 1 1- 2 2 % more than financial benefits.

In sum, financial costs are about 16% greater than 
economic costs and economic benefits are, say, 15% higher 
than financial benefits. Present inflation rates of an esti
mated 15% and market interest rates of 20-22% suggest an 
opportunity cost of capital of about 6 %.

The IERR would be about two thirds higher than the IFRR 
for a home improvement with a 6-year useful life.

C. Financial Analysis

1. Effective Demand for Home Improvement Lo an s. The 
best available_evidence regarding the extent of effective de
mand for home improvement loans is: (a) How much credit 
unions now are lending (1 2 %) for home improvement loans; (b) 
the opinion of credit union officers regarding the demand at 
a higher (18%) interest rate; and (c) the logic of the price- 
-elasticity of demand.

a. It is estimated that the credit unions in 1981 
lent about $840,000 for home improvements. This estimate is 
based on a survey of 8 of the 22 credit union members of the 
BCUL which together accounted for 6 8 % of BCUL member loan 
portfolios and an analysis of the Holy Redeemer Annual 
Report for 1981. If the HG loan were disbursed over a 
2-year period, it would amount to a 4 % increase in nominal 
terms over the 1981 level of lending for home improvements, 
less than now is being lent in real terms.

b. Credit union officials without exception 
stated that they could have lent much more (2 - 3  times as 
much) if they had had sufficient resources. St. Johns 
Credit Union, for example, had over 100 applications for 
home improvement loans. They granted 38 loans. Home 
improvement loans amounted to 24.0% of the total loans 
approved by the Holy Redeemer credit committee. The commit-
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tee was reluctant to concentrate more of its lending in home 
improvements at the expense of lending for other purposes to 
its members; but the demand, it says, was there.

The credit unions also had to ration the size of home 
improvement loans. The average home improvement loan made 
by BCUL members was $509; by the Holy Redeemer Credit Union, 
$294. The HG loan will make it possible to grant larger 
loans as well as a larger number of loans.

c. Without exception, credit union officials also 
voiced their conviction that beneficiaries would be eager to 
borrow at 18%. The logic of this is persuasive. Interest 
rates have less impact on monthly payments for short amorti
zation periods. The monthly payment for principal and 
interest, for example, on a loan of 1 , 0 0 0  would be:

Months 1 2 % 18% % inc. in12 88.85 91.68 3.19
24 47.07 49.92 6.05
60 22.24 25. 39 14.16
360 10.29 15.07 46.45

The potential borrower has the option of borrowing at 
18% or not being able to borrow at all. For a 24-month loan 
of 1,000, he would pay $2.85 more per month at 18% compared 
to 1 2 %. Alternatively, he could amortize the loan in 26 
months at 18% instead of 24 months at 12%. In fact, the 
beneficiary can tailor his monthly payments to fit his own 
budget, trading off absolutely lower monthly payments for a 
longer amortization period than now is possible.

In sum, the logic suggests that credit union officials 
are correct in thinking that effective demand is relatively 
insensitive to interest rate differentials in the short run.

2. Financial Implications. The financial interme
diaries (FIs) will have no cash-flow problems. The benefi
ciary pays an interest rate, say 18% p.a., which fully 
covers the cost of servicing the HG loan as well as all 
intermediation costs. The FIs (the D F C , the BCUL, and the 
credit unions) have repayments of principal and interest on 
relatively short-term subloans during the HG grace period, 
which furnish funds for new rounds of lending after servic
ing the HG loan.

With appropriate technical assistance for managing the 
reflows, the FIs will be able to lend larger and larger 
amounts for home improvements. The calculations show that 
the annual volume of lending would reach $1 . 0  million in 
year 13 and exceed $3.3 million in year 22. (See Annex 10.)

3. Summary Financial Plan ($000s)
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HG Loan
Technical Assistance 

Total

1983
800
222
1 , 0 2 2

1984
1,200

178
1,378

Total
2,000

400
2,400

D . Social Analysis

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

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

improve- 
and as

Ihe benefits of home improvement are numerous. Thev en
courage the stability and participation of the family in the 
maintenance of the house, improve sanitation and safety, and 
upgrade the neighborhood. *

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

1. Motivation for Change.

- a * . Group. Aspirations for a better way
are widespread throughout Belize. Belizeans ar^e ]̂_ edu 

cated, with an adult literacy rate of almost 90%. A televi
sion station that broadcasts WGN-TV news from Chicago, Rad- 
ioBelijze, and a press that is completely free from censor- 
ship have alerted Belizeans to the joys of consumerism.

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

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

The rate of emigration to the United States and other 
affluent countries is high. Remittances comprise an impor
tant contribution to household income and reinforce the com-
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mi tment of family ties between Belizeans at home and over
seas .

b. Participating Institutions. Membership in 
credit unions is widespread throughout Belize, especially 
among families of median and lower income. Credit unions 
serve groups of people who are related through bonds of 
religion, occupation or neighborhood affiliation. Members 
pool savings and extend loans among themselves. An elected 
committee of ones peers determines eligibility for loans 
based on an assessment of character and repayment record.

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

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

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

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

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

In secondary towns and rural areas more land is avail
able, the houses are farther apart, and household size is 
smaller. There the need for housing improvement is less dra
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matic. Nonetheless, households throughout the country need 
financial assistance to improve and expand their dwellings.

Lack of a central water or sewerage system in cities 
u n f i c h M 3 ^  resulted disposal practices that are
Belile r L v  J T a n rtaT  In the con<3ested neighborhoods of 
standoioes and hSr household use is taken from public
mho c?n? d hT an Waste 1S dumPed into drainage canals 
thisC s i t u f M n n Ced na ?er a °d sewera?e Project should improve
establishing a ln el_*ze Clty within the present decade by 
establishing a central system to which households can

c o n n e c t i o n s ^  ° IDA pr° ject does not finance household

Beli2IhcitveatfftH-h°nCe,1tra^ i0n ° £ need and demand is in Belize City. At the same time, the greatest opportunity for
improvement is  there too, because of the CIDA water and

honhr , A description of Mesopotamia, a poor neigh-
A n a W s f s 1" ?°U t h B e l i z ? City, is in the Social Soundness9 
Analysis. (See Annex 11 "Social Soundness Analysis".)

A possible constraint to the application for home 
improvement loans is the high percentage of housing occupied

c o l l e c t e d ^  anhiYS1Si°f v? randora samPie of questionnaires 
neiahhnrhnod a h° uf?-to-hoase survey in the Mesopotamia
residents rfn?f Ballze .,Clty suggethat more than half the 
residents rent. Rental agreements are generally made
between people who are related by family ties or friendship 
Owners rarely rent to strangers. The high degree of person
al and acco^ ntability suggests that owners will
accept the opportunity to improve rental housing.

3. Impact of the HG

a. Benefits.^ T}ie proposed housing program 
responds to a need and demand for home improvements , offer- 

g oans through the credit unions system, which is the 
principal, source of credit for median and below-median 
income households. The principal benefits are:

o The increased possibility of getting 
encourage households to save because credit union 
are required to qualify for a loan.

a loan will 
savings

o Increased construction will increase 
opportunities for laborers and craftsmen.

employment

o The installation 
new water and sewerage system 
gested neighborhoods.

of plumbing to connect to the 
will improve sanitation in con-

o The repair of structural defects will result in 
safer households and fewer household accidents.
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o Home improvement and expansion will help to 
satisfy aspirations for better shelter and a better way of 
life, mitigating major causes of dissatisfaction and high 
rates of emigration.

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

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

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

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

E. Technical Feasibility

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

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

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

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

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

e. Credit unions, utilizing in-place procedures 
for establishing eligibility and creditworthiness, will work 
out the details of the loan with the individual below-median 
family income beneficiary.
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£. DFC, in its capacity as 
will promote and process the loans to 
ly income agricultural constituency.

implementing agency, 
its below-median fami-

g. Beneficiary will:

involve 
space,

(1) If the planned modification does not 
structural modification or expansion of the floor 

obtain a budget estimate from a contractor.

(f) If the home improvement does involve 
structural modification and/or expansion of the floor space 
will submit a plan for the approval of the Department of
aet estim^t Town Plannin<? or the Town Board. A written bud
get estimate must accompany the approved plans.

fn 4-v^ i?* Take the aPPr°ved plan and written estimate to the credit union where loan is finalized and dis
bursement procedures established.

usually 
commence 
stones,

•it * In i t la te  construction. Disbursements 
will follow a pattern of up-front disbursement to 
' 5a^ la l  Paymcnts at previously established mile-  
and final  payment upon completion.

(5) Will submit to periodic 
spections to verify the utilization of funds 
with the approved plans.

credit union in- 
and compliance

j • . ,, K j KePay the loan to the credit union accor
ding to the agreed terms.

h. Credit union repays its loan to the BCUL.

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

D FC, in its capacity as the GOB's financial 
receives funds from the BCUL and from its own home- 

lmprovement lending with the farm community and arranges the 
transfer of these funds to the U.S. investor.

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

a : Structure of the Sector. The construction
sector conaists of the private and public formal sector and 

e informal sector. The private formal sector operates 
almost exclusively on a custom, one-unit-at-a-time basis in
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personal negotiations between the prospective owner and the 
contractor. Prospective home-owners typically contract for 
the construction of complete units, even for the lowest cost 
houses. There is little tradition, especially in towns, of 
incremental shelter solutions. In rural areas, the pattern 
also is for construction of complete houses even though they 
may be small and relatively simple; but construction at 
times does include some self help.

The DHP has been one of the main providers of housing 
in the public formal sector. Since 1978, it has produced a 
total of 216 houses —  171 in Belize City. Building 
materials and techniques are largely traditional.

In Belize City,  construction in the informal sector is  
confined to a very limited number of squatters. Virtually  
a ll  of these units are built  by their owners with l i t t l e  
input from the formal sector.

b. Contractors and La bo r. There are 25-40
firms and individuals throughout the country that can be con
sidered to be active contractors at any one time. A fourth 
of this number is highly marginal and is active only inter
mittently. Any of these firms could manage the construction 
of one house. It is estimated that a construction project 
of up to 10 houses could be managed by any of 12-18 firms. 
Only about 8 to 10 firms could manage a construction project 
in the range of 100 to 125 housing units.

The largest percentage of these firms have between 5 
and 12 permanent employees, with an average of 10. Each of 
these employees is skilled in one or more specific trades 
such as carpentry or masonry. One or two might be able to 
act to a limited degree in the capacity of a foreman or 
construction supervisor. Several contractors remarked that 
there is a shortage of people qualified to act as job fore- 
men/construction supervisors.

I t  generally is f e l t  that there are s u ff ic ie n t  numbers 
of workers in each of the sp ec i f ic  building trades. The 
only trade in which a shortage might develop i f  there were a 
s ignif icant  increase in building a c t iv i ty  would be carpen
try. While the number of workers in the various trades may 
be s u f f ic ie n t ,  from the contractor 's  perspective the level  
of s k i l l s  possessed by the average worker is low.

There are no construction trade unions in the country 
nor is there any association of building contractors.

c. Materials. Nearly all types of building 
materials are imported. This creates two major 
problems— high costs and irregular supply. Import duties 
add about 30% to landed costs. Contractors estimate that, 
before including profit margins, the material component in
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construction will vary between 1 / 2  and 2 / 3  of the total cost 
of construction. For low-income construction, the fiqure 
would probably be near 60%.

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

F • Technical Assistance

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

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

The Statutory Checklist covering this $400,000 of grant 
funded assistance appears in the project paper for the $10  
million FY82 ESF for Belize. AID will provide to $400,000 
in TA s e r v i c e s  to the M OF as the a u t h o r i z e d  a g e n t ,  o r  g r a n t e e .  
T e c h n i c a l  a s s i s t a n c e  s e r v i c e s  w i l l  be
contracted to work with the d f c  , BCUL, the credit unions, 
RECONDEV, the National Building Society, and other shelter 
institutions, using AID'S standard contracting procedures.

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

Construction costs in Belize are relatively high; tar
get group income is relatively low. New housing for the tar
get group in the future almost certainly will have to be 
nuclear housing rather than complete units. Low-income 
housing traditionally has been unaffordable, heavily subsi
dized, and produced in token amounts. A good deal of
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research, experimentation, and consumer education will be 
necessary before new housing construction can be affordable 
to the target group.

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

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

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

Description of T.A. For project implementation 
and management, a resident technical advisor is needed for 
two years. The principal tasks of the advisor will be to 
provide policy advice to the GOB and to work with the BCUL 
and the DFC in implementing the program. Implementation 
will require close work with member credit unions throughout 
the country as well as liaison between the BCUL, the Holy 
Redeemer Credit Union, and the DFC. The advisor should be 
in country as soon as possible and before GOB borrowing in 
order to help coordinate the essential contractual arrange
ments between the participating institutions. (See Section 
E, below, "Conditions Precedent.") The technical advisor 
should have a working knowledge of credit union systems and 
experience in home improvement lending.

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

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

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

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

o Surveys to identify consumer preferences and 
priorities for incremental housing solutions (2 person 
mo nt hs).
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o Household surveys to establish fulLer knowledge of 
the target group, including more precise estimates of house
hold income distribution (2 person months).

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

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

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

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

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

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

DFC as a secondary mortgage market for credit 
unions.

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

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

(5) Study of building materials appropriate for 
Beli ze.

PRE/HUD and Peace Corps and American Embassy officials 
in Belize have expressed the desire to have the Peace Corps 
involved in project TA. The Acting Peace Corps Director and 
the Director of the Department of Housing and Town Planning 
are discussing the possibility of placing a volunteer in the 
Ministry of Housing to assist in the series of steps requi 
red in the development of prototypes of affordable shelter 
solutions.

IV. PROJECT IMPLEMENTATION

A. Project Monitoring
PRE/HUD is responsible for HG Project Management and 

will undertake project monitoring. Tt has delegated authori 
ty for project implementation, review and approval of HG dis
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bur semen ts to the Regional Housing and Urban Development 
Office for Central America (RHUDO). The RHUDO will co
ordinate project activities with the USAID representative 
for Belize.

B . Evaluation

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

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

C . Disbursement Procedures

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

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

D . Project Agreeme nts

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

1. Implementation Agreement between AID, DFC
and the BCUL detailing the procedures for project implemen
tation reporting requirements, and the limitations on the 
uses of the HG funds. 2

2. Guaranty Agreement signed by AID, assuring the 
U.S. investor against loss.
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Host Country Guaranty by which 
Belize provides a full faith and credit 
AID against any loss.

the Government of 
guaranty assuring

4. Loan Agreement 
and the U.S. investor(s) 
i n g .

between the Government of Belize 
establishing conditions of the lend-

E. Conditions Precedent

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

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

the

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

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

APProP riate legislation must be in place raising 
e -ioimit °f the Per mi-ssible lending rate of credit unions

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

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

F. Covenants

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

1. The BCUL will be responsible for initial project 
promotion and will inform all credit unions, including the 
Holy Redeemer Credit Union, of the opportunities, responsi-
llities, limitations, and other characteristics of the oro- 

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

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

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

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

G . Implementation Schedule

Aug. 1982 - PP approved and authorized for $2 million
- Letter of advice to the GOB

Sep. 1982 - Short-term T.A. to BCUL for project
promotion to Credit Unions and from Credit 
Unions to membership

- Short-term T.A. to BCUL and DFC for 
preparation of the Project Delivery Plan 
and CP's.

- Begin search for U.S. investor
- Legislation passed which raises the 

interest rate ceiling for credit union 
lending.

- Process for GOB guaranty set in motion.

Oct. 1982 - Resident Advisor contracted and in place 
start of Phase I T.A.

- RHUDO, BCUL, Holy Redeemer and DFC 
negotiate and sign the Implementation 
Agreement

- Master Project Delivery Plan is submitted 
and approved
Documentation, (e.g. applications, approved 
plans and budgets) for first disbursement 
submitted

Nov. 1982 — Guaranties and Loan Agreement signed
- 1st Disbursement - Credit Union and DFC 

lending process triggered with first 
disbursement on individual beneficiary 
loans

Jan. 1983 - Start of Phase II T.A. - Market surveys to 
strengthen family income data and establish 
low income family shelter preferences of 
priorities
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Mar. 1983 - Documentation for second disbursement 
submitted

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

Apr. 1983 - Second Disbursement

May 1983 — Phase II T.A. — Follow up on design
workshop. Commence design of Belize low 
income housing prototype design

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

— Documentation for third disbursement
submitted.

- Evaluation
- Recommendation for second phase HG project 

development.

Nov. 1983 - Revise Project Delivery Schedule
— Credit Union System Allocation Committee 

meets to review 12 month status, revises 
allocation of remaining funds as status to 
date indicates.

Dec. 1983 - Third Disbursement

Mar. 1984 - Documentation for final disbursement 
submitted

Oct. 1984 - Final Disbursement

Nov. 1984 - Final Evaluation



FOOTNOTES

I. SUMMARY AND RECOMMENDATION
The Belize dollar is tied to the U.S. dollar The 

exchange rate is Bze$1.00 = US$0.50. The GOB could incur a 
oreign exchange loss if it devalues its currency The 

openess of the economy and its close ties to t h e ^  S

minimal. ^  ^  33 t0 ^  U' S’ d° U a r  render this rUk

converta th»nM iS ^efore tf'e House of Representatives to 
convert the Monetary Authority into a Central Bank, 
retroactive to 4 January 1982.
3
The Ordinance regulating the operations of the Monetary

as defin L T n T hCtSn ^  to -banking institutions"
13 o f fiq7 fii the Ordinance Regulating Banking Business (No.

. ,, - O f f i c i a l s  at the Monetary Authority pointed
out that_credit unions do not qualify as "bankinq

chfnaed11^ 11̂ " C n<̂ er thS 0rdinance- The Ordinance could be changed; but it is significant that this reveals the
thefDFC?CSS ° f the Monetary Authority also to deal through

for»(!?reta£y Authority has local currency accounts and
d i l l ^ I v ^ o  Iheef|aCCOa n t S ' .Domestic inflation is related 
its ?ooei h demands on its local currency account and 
its local currency resources. The effect of the local 
currency HG equivalent withdrawal from its local currency 
account on the balance in the account will be Y

^ ^ U1Shable fr°m the o v e r a U  demands on the account. 
Inflationary pressures will result from the much larqer
overall GOB demands for deficit financing from the account.

II. PROJECT DESCRIPTION

Average household size is just over five nationwide; 
however in Belize City household size is usually between 
seven and nine persons for the target group.

18*S rateJ °  the beneficiary may be less than
%, depending on the terms negotiated with the U.S. lender.

of ihrm « tIe e D° 5 BCUL credit union officials and officials
survey ?heY a a T  C te& ^  Union has been constituted to survey the demand for HG funds and to agree upon initial
allocations of HG funds to individual credit unions
Reserved allocations to individual credit unions which are
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not committed within 12 months will revert to a common pool.
The pool will be made available on a first-come-first-serve 
ba si s.

III. PROJECT ANALYSIS

This section draws heavily on the recent World Bank 
Economic Memorandum on Belize, dated April 5 , 1982.

2 (1 .3)(0 .9)(60) + (0 .1 )(60) + 40 = 116.2
3
These would be the principal adjustments to financial 

costs and benefits which would be necessary for an economic 
analysis. There are no domestic taxes. The market price of 
construction labor reasonably reflects its scarcity value. 
The exchange rate is not grossly undervalued nor overvalued.
4
The IFRR for a net benefit stream of (-100) followed by 

(+30) for 6 years is 19.9%. The corresponding IERR, based 
on a net stream of (-8 6 .2 ) and (+3 4 .5 ) for 6 years, is 
32.7%. This is 1.64 times the IFRR.
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. " S g f T o K l U l  PRESERVATION OF EXISTING HOUSING STOCK PID

*'•^SUMMARY: THE BUREAU'S DAEC REVIEWED THE SUBJECT
f  r,AT THE PID IS APPROVED AT THE DOLLARS
, l l l, 0 M  IN KG LOAN FINANCING LEVEL AND, SUBJECT TO 
'*£ AV* IL A B I L I T Y  OF FUNDS, UP TO DOLLARS 400, 000 FOR 
‘CCMHI CAL ASSISTANCE FROM FUNDS ALLOCATED FOR BELIZE 
**" T he CBI SUPPLEMENTAL. (WE ASSUME THE USE OF CBI 
U« S  FOR THIS PURPOSE IS ACCEPTABLE TO EMBASSY.).
"£ r °UOWlNC CONCERNS SHOULD BE ADDRESSED DURING PP 

NCPARATIOH:

J- PROJECT STRATEGY:

J- r p °JECT PRIORITY:  BUREAU UNDERSTANDS THAT
l5It! tMEASSY AND TOP COB OFFICIALS PLACE A HIGH 
^ iO R lT Y  Oil UPGRADING LOW INCOME HOUSING STOCK IN
j t l ,2 £ - l i k i n g  a cdss for  Be l i z e , pp  sh o u l d  c l a r i f y
t *0 J I n 'S PR IOR IT Y IN RELATION TO BOTH AID'S AND GOE'S 
*TRATfGIES FOR ADDRESSING COUNTRY'S OVERALL 
{ EV(LCPH£NT NEEDS.

*’ *££0 r 0R MOB I L 111 NG DOMESTIC SAVINGS: CENTRAL

■c The LONG-TERM V I A B I L I T Y  OF THE BELIZE HOUSING 
*A*KfT IS THE NEED FOR GENERATING AND TAPPING DOMESTIC
savings, as n o t e d  in p i d , c u r r e n t  r e g u l a t i o n s
{ OVC RNI KG CPEDIT UNION OPERATIONS CONSTRAIN EXPANSION 

HOUSING MARKET A C T IV I T I E S  BY PLACING A CEILING OF i 
,£RC[NT INTEREST PAYABLE on SAVINGS AND 12 PERCENT 
i ‘|U R : s T CHARCEAEIE ON LOANS. SUCH A RATE STRUCTURE 
IS W lL  BELOW COMPARABLE COMMERCIAL MARKET RATES AND,
W,t(£*. WULD F ORCE THE COE TO SUBSIDIZE THE PROPOSED

F i n a n c i n g , an e s s e n t i a l  c o n s i d e r a t i o n  f o r

STATE 1S030S ; m
APPROVING HC FINANCING WILL BE THE ACTION OF COD TO 
DEAL WITH INTEREST RATE CEILINGS SUCH THAT CREDIT 
UNIONS CAN E F FECTIVELY COMPETE IN COMMERCIAL CAPITAL 
MARKETS. THE pp SHOULD CAREFULLY EVALUATE THE 
IMPLICATIONS OF INTEREST RATE POLICIES AND THEIR 
IMPACT ON HOUSING AND THE COUNTRY'S FINANCIAL 
STRUCTURE GENERALLY.

J .  INSTITUTIONAL ARRANGEMENTS AND ANALYSIS:

L  ADMINISTRATIVE STRUCTURE: THE PID INDICATES
•1HAT THE MINISTRY OF FINANCE VI LE BE THE BORROWER THE 
©EVEIOPHEMT FINANCE CORPORATION ©FC) WILL ADMINISTER 

. THE LOAN AND ON LEND TO RURAL HOMEOWNERS AS WEIL AS TO 
THE BELIZE CREOIT UNION LEAGUE (BCUL) AND INDIVIDUAL * 
CREDIT UNIONS OUTSIDE THE LEAGUE. THE BCUL WILL, IN 
TURN, ONLEND TO MEMBER CREDIT UNIONS FOR FINANCING 
ROME IMPROVEMENT LOANS. EMBASSY SHOULD REVIEW THIS 
ADMINISTRATIVE ARRANGEMENT WITH VIEW TO MINIMIZING 
ADMINISTRATIVE CHANNELS AND PROCEDURES IN ALLOCATING 
FUNDS FOR ELIGIBLE  SUBLOANS. FOR EXAMPLE, IF MINISTRY 
OF FINANCE (MOD ADMINISTERED LOAN, BCUL AND OTHER 
FINANCIAL INSTITUTIONS COULD BORROW DIRECTLY FROM MDF.

I .  INSTITUTIONAL ANALYSIS: FURTHER INFORMATION
IS REOUIRED ON THE OUALIFICATIONS OF THE DFC AND 
INDIVIDUAL CREDIT UNIONS FOR MANAGING CREDITS OF THE 
TYPE ENVISIONED. PP SHOULD EXAMINE ( I )  LENDING 
HISTORIES OF THESE INSTITUTIONS, I I I )  FINANCIAL 
STATUS AND ( I I I )  TECHNICAL CAPACITY CE.C. CREDIT 
ANALYSIS, ENGINEERS) FOR EVALUATING SUB LOAN PROPOSALS 
Of THE TYPE ENVISIONED. EMBASSY SHOULD CONSIDER 
ESTABLISHING CR ITE RIA  FOR PERMITTING INDIVIDUAL CREDIT 
UNIONS TO PARTICIPATE IN PROJECT. PP SHOULD ALSO 
DISCUSS CONSTRUCTION CODES AND STANDARDS IN BELIZE ANO

HOW THEY WILL BE APPlIED/ENFORCED UNDER PROJECT.'

4. EFFECTIVE DCMAND: SINCE PUBLIC INSTITUTIONS IN
BTLIZC HAVE TRADITIONALLY SUBSIDIZED LOW INCOME 
HOUSING, AND CREDIT UNIONS HAVE RECENTLY BEEN CHARGING 
NO MORE THAN 12 PERCENT FOR HOME IMPROVEMENT LOANS, 
INTENSIVE REVIEW SHOULD CLOSELY EXAMINE EFFECTIVE 
DEMAND FOR HOME IMPROVEMENT CREDITS OFFERED AT THE 
HIGHER RATES REOUIRED UNOER THE PROJECT.

5. TECHNICAL ASSISTANCE COMPONENT: THE PROPOSED
I f V E l  OF TECHNICAL ASSISTANCE IS QUITE LARGE IN 
RELATION TO TOTAL PROJECT. ALSO, A V A I L A B I L I T Y  Of 
GRANT FUNDING FOR TA CANNOT BE ASSURED AT THIS POINT 
SINCE NO EUDGET ALLOCATION HAS BEEN MADE FOR THIS 
A C T IV I T Y .  INTENSIVE REVIEW SHOULD CAREFULLY REASSESS 
TA REQUIREMENTS AND THE IMPLICATIONS OF SUCH TA ON THE 
PROJECT'S ECONOMIC F E A S IB I L I T Y .  BUREAU PREPARED TO 
PROVIDE ASSISTANCE WITH THE ECONOMIC ANALYSIS IF
Emba ssy  d e s i r e s .

*' f Y l :  ALL LAC MISSION PID APPROVALS ARE  SUEJECT TO
REV AL UATION IF POST-PID PROJECT DEVELOPMENT EXTENDS 
BEYOND ONE Y[*R, [ND f Y l .  STOESSEL

DOS712 AID4:

U N C L A S S I F I E D
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A N N E X  3

S t  $6 ^ fee e ^s/fc/iid/el

ĵcY/ncfia*t,
~Ytû i is-/. Sffe/*xe

Tocn/ta/SYr/heltca
J u n e  BO. 1 a d o

Kis Excellency  
hr. LAlcolin R. Borneoey 
Unitcu States Embassy 
Belize City

Dear Excellency,

BcI-lzc neeus to improve housing ror i t s  
c i t i z e n s .  The Government or Belize through policy c na 
action  wants to a s s i s t  low income groups to improve their  
l i v i n g  conditions and, over time, to put In piece  
mechanisms to th is  ena.

V/6 ncea help i n ’ tn is  area. AID con help 
us with technical assistance looming to long-term so lu tion s .
In the short term aID can a s s i s t  m  providing credit  ior  
home improvement a c t i v i t i e s  or high p r io r i t y .

77c have been discussing a programme with 
ti.e representatives  from AID you so m n a ly  brought here,  
h'e contemplate a programme or credit  ror home improvements 
which would be rinancca through the housing guaranty 
mechanism ana made available  to e l i g i b l e  l a m m e s  at  
marnet rates Ox in t e r e s t .

This programme would u t i l i z e  the crec.it 
unions ane the Development finance Corporation as i n t c r -  
.xm.iat'. c r e c it  in s t i t u t i o n s .  The GOv:rne.ent o:' _• l i r e  
pro oses to borrow -,ra m il l ion  i b .S . )  iron a b .A. Icnucx- 
anc is  prep-, red to gin rentee tnc loan. he s e e c ix ic a l ly  
r e g n ^ t  yuur suppox-t ox a musing guni: nty one. tm  
orovioicn cx t x c m i c a i  assA a na o .

I  w o u l d  a p p r e c i a t e  x t  l l  JOU w o u i u  r e w l l a f t  
t iw . t  ED AID e A P c c l L e  t h e  n e g o t i a t i o n  Ox t' IS OrO  j c a t T ' )

hxnccrt iy
G-- ox* -5 lTxrcrep x'rim? m i s t e r



A N N E X  S

THE HOUSING GUARANTY PROGRAM 
STATUTORY CHECKLIST 

NAME OF COUNTRY

V PROJECT NO. 5 0 HGpp]
ANSWER YES OR NO PUT 
PP PAGE REFERENCES 
AND/OR EXPLANATIONS 
WHERE APPROPRIATE

^ General C riteria  Under HG Statutory Authority.
Section 221(a)
Will the proposed project further one or more o f
the follow ing policy goals?
(1) is intended to increase the availab ility  o f 

dom estic financing by dem onstrating to 
loca l entrepreneurs and institutions that 
providing low -cost housing is financially  
viable;

(2) is intended to assist in marshalling resources 
for low -cost housing;

(3) supports a pilot project for low -cost shelter, 
or is intended to have a maximum demon
stration im pact on loca l institutions and

... national; and/or;
(4) is intended to have a long run goal to 

develop dom estic construction capabilities  
and stim ulate loca l credit institutions to 
make available dom estic cap ital and other 
m anagem ent and techn ological resources re-

• ..... quired for low -cost shelter programs andpolicies?
Section 222(a)
will the issuance o f this guaranty cause the to ta l 
face amount o f  guaranties issued and outstanding  
at this tim e to be in excess o f $1,555,000,000?
Will the guaranty be issued prior to Septem ber 30, 1982?
Section 222(b)
Will the proposed guaranty result in a c tiv itie s  
which em phasize:
(1) projects providing improved home sites  to 

poor fam ilies on which to build shelter and 
related  services; or

Yes

Yes

' Yes

Yes

No

Yes

No
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(2) projects com prised o f expandable core 
sh elter  units on serviced  sites; or

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

.shelter projects for low -incom e people 
vr designed fo rd em o n stra tio n ;, or. institution, building; or

(5) com m unity fa c ilit ie s  and services in support 
o f projects authorized under this section  to 
improve the shelter occupied by the poor?

Section 222(c)
II the project requires the use or conservation  o f  
energy, was consideration given to the use o f  
solar energy technologies, where econ om ically  or techn ica lly  feasib le?
Section 223(a)
Will the A X D . guaranty fee be in an amount 
authorized by A.I.D. in accordance with its delegated  powers?
Section 223(f)
is the maximum rate o f in terest allow able to the 
elig ib le U.S. Investor as prescribed by the Admin
istrator not more than one percent (1%) above the 
current rate o f in terest applicable to housing 
m ortgages insured by the Departm ent o f  Housing and Urban D evelopm ent?
Section 223(h)
Will the Guaranty A greem ent provide that no 
paym ent may be made under any guaranty issued 
for any loss arising out o f fraud or m isrepre
sentation  for which the party seeking paym ent is responsible?
Section 223(j)
(1) Will the proposed Housing Guaranty be coor

dinated with and com plem entary to other 
developm ent assistance in the host country?

(2) WiU the proposed Housing Guaranty demon
stra te  the fea sib ility  o f particular kinds o f 
housing and other institutional arrangem ents?

No

Yes

No

Not Applicable

es

Yes

Yes

Yes

Yes



A A) N ? K ')

- 3 -

(3)

(4)

(5)

Is the project designed and planned by A.I.D. 
so that at lea st 90 percent o f the face value 
of the proposed guaranty will be for housing 
suitable for fam ilies below the median 
incom e, or below: .the median urban incom e  
for-: housings in urban - a r e a s ,' fn th e host-- country?
Will the issuance o f  this guaranty cause the 
face  value o f  guaranties issued with respect 
to the host country to exceed  $25 million in any fisca l year?
Will the issu a n ce  o f  th is guaranty  ca u se  the  
a v era g e  fa c e  va lu e  o f  a ll housing gu aran ties  
issu ed  in th is f is c a l year to e x c e e d  $15 
m illion?

L.

Section 238(c)
will the guaranty agreem ent provide that it will 
cover only lenders who are "eligible investors"  
within the meaning o f this section  o f the sta tu te  at the tim e the guaranty is issued?
Criteria Under General Foreign A ssistance A ct Authority.
Section 620/620A
L Does the host country m eet the general 

criteria  for country elig ib ility  under the 
Foreign A ssistance A ct as se t forth in the 
country e lig ib ility  checklist prepared at the  
beginning o f each year? 2

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

Yes

No

No

Yes

Yes

No
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A NNEX 6

The Building Code: 
Regulations and Enforcement

The Government of Belize adopted the "Belize Building 
Regulation" (BBR) in the early 1970s. The BBR is a stripped 
down version of the South Florida Building Code, which is a 
performance and specification code of the minimum require
ments for materials and construction techniques applicable 
to the hurricane-prone countries of Dade and Broward.

The Belize version is designed as a life-safety code.
It specifies the minimum requirements for building materials 
such as timber, concrete, aggregate, metal roofs and 
reinforcing bars, and for construction procedures. For 
example, at least pine or secondary hardwoods of a part
icular dimension are required for joists. Certain grades 
of concrete are acceptable. Galvanized iron roofing, but 
not aluminum roofing, is acceptable against the high wind 
lo a d s .

The BBR specifies that piles be sunk to 22 feet below 
grade and that excavation be a minimum of 18".

Residential construction is not so closely monitored as 
institutional or industrial building. Only buildings of 
three stories or higher require engineered drawings. Few 
houses exceed two stories. For houses, only modifications 
of structural importance, such as the replacement of 
supporting piers or the expansion of floor area, require 
approval. For these specific residential modifications, 
drawings by a contractor or a draftsman suffice; engineered 
drawings are not necessary. There is no licensing procedure 
for contractors or draftsmen.

The approval process depends on the availability of the 
Director of the Department of Housing nad Town Planning.
He is a registered engineer and has one other professional 
assistant. Between them they approve and to some degree 
monitor approximately 100 construction plans and jobs a 
y e a r .

The D irecto r 's  primary concern, however, is  not 
re s id en tia l  construction but rather the construction of  
public buildings such as schools,  facto r ies  and o f f i c e s  
where the safety of larger numbers of people is  concerned.

The Director has no p ractica l  opportunity to require or 
enforce compliance with codes in the construction of private  
houses.
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The building code includes some requirements that are 
unenforceable. The setback requirements for construction 
state that a building must not be built less than 1 2 ' from 
the lot line, and not less than 1 0 ' from another building.
In neighborhoods where the original 50'xl00' lot has been 
inherited by several family members, however, no individual 
ot lines are drawn; and semi-attached out-buildings are a 

cultural norm. Setback requirements as they are written are 
not relevant to the Belize situation.

Other Codes

There is no electrical code as such, but only licensed 
eiectrician5 can wire a building. It is then inspected by 
an official from the electric company before the house is 
connected to the main. The electric wiring requirements 
therefore are relatively well enforced, and the process is 
practical because the electric board has control over the 
connection.

There is no plumbing code, and plumbers are not 
licensed. The CIDA-Belize water and sewer project however, 
is attempting to write a plumbing code to control connection 
of house plumbing to the to the water and sewer mains. By 
financing house connections to the new water and sewer system, 
this project should encourage efforts to formalize a p l u m i n g

... Corozal Town and Dangriga have the only other planninq 
offices in the country. In Corozal the manager is not an 
engineer but a construction foreman. In Dangriga the 
position of manager has not been filled.

In summary, there is some control of electrical wirinq 
and a plumbing code is contemplated. As in most of the 
developing world, however, building codes are not enforced 
tor home improvements.
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DFC: Summary Financial Statement and Operating Statistics, 1978-1981

(US$ 000s)

A. Balance Sheet

1981 1980 1979 1978
Assets

Liquid Funds 275 251 401 488
Equity Investments 1 , 0 2 2 984 6 66 791
Subloans 12,032 9,617 7,549 6,842
Other Assets 1,459 1,164 1,302 787

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

Liabilities

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

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

B. Income Statement

Income

Loans 508 725 514 475
Bank Deposits 33 27 36 25
Investments 89 93 77 79
Agricultural Credit Fund 350 3 1 2
Government Contribution 6 25 50 50
Other 78 60 60 23

Total 1,064 933 738 654

Expenses

Salaries 291 298 251 2 0 2
Interest 248 297 233 180
Reserves for Losses 54 51 36 25
Other 378 226 200 149

Total 972 872 720 556

Net Income 92 61 18 98
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Holy Redeemer Credit Union 
Summary Financial Statistics, 1978-1981 

TUS$ OOOsl ------—

Balance Sheet

Assets
1981 1980 1979 1978

Cash
Loans
Investments 
Other Assets

106
6,072

540
23

176
5,723

427
25

123
5,303

292
33

133
4,470

275
29

Total 6,74i 6,351 5,751 4,907
Liabilities

Deposits
Share
Dividends Payable 
Rebates Payable 
Earnings & Reserves 
Other Liabilities

3
5,059

441
23

1,206
9

10
4,890

503
28

913
7

7
4,458

403
15

800
68

9
3,912

306

674
6

Total 6,741 6,351 5,751 4,907

Income Statement

Income

Loans
Investments
Other

Expenses

Salaries
Insurance
Other

Net Income

Total

448
77
4

135

458
46
3

409
24
5

373
11
5

Total 529 507 438 389

Wages 62 61 39 37
47 43 29 32
26 22 24 17

126 92 86
381 346 303394



BCUL Membership and Financial S tat--i
(US$'ooos) ~  '—

ANNEX 9

Membership (Number) 

Savings

Loans Outstanding

Reserves

Assets

December 31

1981 1980 1979 1978 1977
12,382 12,183 11,463 10,692 10,975
1,880.0 1,708.7 1,591,2 1,305.8 1,031.1
1,775.8 1,659.3 1,508.3 1,237.1 984.3

85.9 96.7 87.4 «00r- 84.7
2,093.6 1,892.5 1,782.1 1,455.7 1,171.9
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n Cash Flow Analysis

fin,n^ ; Ct Sl?_5 l0W analysis of the Project shows that the
DFC will hlnte™ ediarieS <FIS)' the " e d i t  unions and the 
reflows ! 1 h lar9e and mountin9 sums available from

The beneficiary pays, for example, 18% p a T h i c ;

r - Z t l 5 J11 ° f -the FIS intermediation costs as'well as the 
costs of servicing the HG loan. The FI receives full
payment of principal and interest without an! grace L r i o d  
from its subloans. This yields a surplus above HG-loan

o f ^ ^ n ^ i a T r ^ ^ ^ r e l S e L l v e "  “

- t n t a ^ n ^ f 6 ^  Z s T o l n T o ^ ^
le!din! fo? y a S 15 n rficantly higher volume ofienaing tor home improvements.

The illustrative cash flow analysis assumes:

This consists of H I *  ^ t V n  ! 8 % -P 'a - the benefi" " y .  
and 3% FI I n t e r m e d ^ t i o n  costs lnvest- '  0.5% to AID,

b ’ Th2 h ! S? h a s .a P  front-end fee of $2 0 ,0 0 0 .
The HG loan is for 30 years with 10 years ofc.

grace.
d.
e.

m 's, y  \v\ <

f o ^ o r f h ^ u c ^ 17 a yearS With n° grace Period ■ the HG is drawn—down durincj thp fi ref
year and the balance in the second year. 9 the flrst

f. Reflows are lent immediately, 

i' are annual9 ' L°an Servicing of both the HG and the subloan!
b x

rnnnHlh^ Cal?Ul^ i0nS are available in PRE/HUD. For 12 
rounds of relending from subloan reflow payments a oeriorf
I m o u n t ^ v a i l l b l e  *m ° rtiza? the 30-year HG loan, the annual

exceeds $1.0 milli!nm i r ! ! a r S13na L ° p e a k s 1atn$3e 3ViC! v > • year 22. * a PeaK:s at $3.3 million lr

v
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SOCIAL SOUNDNESS ANALYSIS
ANNEX 11

I. Population

• lylf ^ din? the 1980 census, the population of Belize 
is 145,353, with a growth of only 1.9% during the previous 
decade. Approximately half the population lives in six small 
i r S n n and.uln Belize City, which has a population of about 
40,000. The rest live m  villages and single settlements 
the interior where the economy is largely agricultural.
elize is the most sparsely populated country in Central 

America.

in

A. Demographic Shift

It is estimated that approximately 3,000 immigrants 
from other Central American countries enter annually. This 

?r° w t h , however, is offset by the approximately 
4,500 Belizeans who leave Belize each year to live in the 
United States, and an undetermined number who emigrate to 
other countries. Of those who emigrate to the United 
States, approximately 2,500 qualify as legal immigrants, 
approximately 1,000 enter the United States on tourist visas

°n ' J nd P?rhaPS 1,000 enter illegally. Speculation 
IS that 50,000 Belizeans, 29% of the total Belizean 
population, live in the United States.

Consequently Belize has a slow rate of population 
growth despite a relatively high birth rate of 3 .6 8 %. 
Shortfalls in the housing stock appear to be due to 
demographic shifts and deteriorating housing rather than to 
population increase. Lack of opportunity to acquire 
housing, as well as unemployment (which is as high as 40% in 
Belize City) are frequently given as reasons for the high 
rate of emigration.

B . Cultural Heterogeneity

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

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



-2-

^ * -^^ze of Household

e t h n i f L ^ r  . *»
that the average size of household r o fc 1S estlmated 
and 7.4 persons in poorer families r e s u l t i ^ S° nS nationallY 
approxrmately 23,000 households ^ t  i o ^ S ^ d  ̂ , 500 in

greater socio-economic°deDenden house^ lds is due to a 
the inclusion of elderly parentiTand lateral6* ^  family and 
uncommon for men to father s e l  ,1 1  1 k l n * Xt is not
high incidence of households headed hvl U e S ' resalting in a 
m  Belize City. ded by women, particularly

I X ‘ Median Income Famil i

A * Distribution of Income

of $5,000 as 3 the"average1household d a t a ' ^  recent estimate 
sample survey conducted i n  1981 t h a i ™6 13 suPPorted by a

B e U z e ° c i y ! PenditUre ° f $ 4 ' 387

considerably^nationwide? meaSured hV expenditure varies

es

1980
Pooulat.ion

Belize District 39 7 7^
Corozal District 22*902 
Orange Walk District 22,870 
Stann Creek District 14,181 
Toledo District 11,762
Cayo District 22*837

1981
Households

8,437
4,056
4,003
2,934
2,289
4,196

1981
Household 
Consumer Exp. 
$4,794 
$5,835 
$4,505 
$3,137 
$2,669 
$4,332

$3,500. 30% of all i me ls estimated to be
level of S2,400. S ave lncornes below the poverty

B * Sources of Income

remittancesg totrelativest from R p r "16 1S farned locally,
States is another important source28"?? h l V 1 ? 9 in the United
that $20 million is remitted annual, h a s .been estimated
increment of $ 7 1 5 to e a c h  he ,<= ? f P Y '  P roviding an average
considering that 70* of » n  ? ^ ? ] n . Belize. However,
the United States are fr 1 e g a l .a n d  illegal emigrants to a states are from lower-income families.
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remittances may have a higher benefit to the families below 
the median income than to the population as a whole.

Windfall income from the national lottery is often 
cited as the financial impetus for home improvement 
construction.

The Belizean family customarily protects its investment 
in a house by insuring it against destruction. Most houses 
even m  poor neighborhoods, are insured for at least $5 0 0 0 ' 
against fire damage. '

111• Living Conditions of the Poor in a Typical Beli 
City Neighborhood — --------

ze

The Mesopotamia neighborhood of the south side of 
Belize City illustrates the causes of the deterioration of 
the housing stock, the need for home improvement, and the 
reasons for confidence that there will be a demand for home 
improvement loans.

The population of Mesopotamia is estimated to be 4,213 
people, slightly more than 1 0 % of the population of the 
total city. According to the Water Authority survey, 1 611 
are adults, 1,870 are children. A random sample analysis of 
'he questionnaires filled out in 83 households listed 42 
households headed by women, of whom 15 were owners and 27 
r^ e r s .  This population differential between adults and 
children between male and female heads of household, and 
between owners and renters, is probably typical of the below 
median income neighborhoods in Belize City.

The site that became Mesopotamia was an urban fringe 
area selected for settlement at the end of World War I. The 
swamp between the mainland and the central business district 
was filled in and laid out for the purpose of settling 
Creole veterans of the Belizean unit that had served in the 
war in Egypt and Mesopotamia.

The site was not chosen voluntarily or spontaneously by 
the original settlers, and the decision to fill land for 
their settlement was political, not geological. The filled 
land is a packed sand and dirt surface with a shifting 
subsai:face of sand and silt. Base rock is perhaps as much 
as 20 feet below grade. The sub-surface is saturated, so 
absorption is minimal and the site is vulnerable to 
flooding.

, Despite its unstable beginnings, the neighborhood grew 
with considerable coherence between two wide drainage canals 
that border its east and west sides.
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A * Typical Housing

supplementedSbyUaddi ti on al 's epa ra t^ h ^  ^  expand*d -extended family grows Beina ^ f  buildings as the
lightweight, inexoens,\,0 ^ K P° ? r ' the^ construct
vulnerable to flooding, they construct'theehaUSe the Site i; 
typical coastal Belijpsn = C nStf act the houses in a 
the house from 3 feet to K ^ f e e t "  , lmber stilts that raise 
or stilts, raise the livina I t  ab° Ve gr ad e‘ These posts, 
the breeze through l o w e r e d  w i n d ™  Ve ^ ° ° d level , maximize
insect pests a n d v e r m i n  O o t t m f n 3 ' ?Kd bring relief fro® cool, and dry. ‘ Optimally, the houses are clean,

feet b y ^ f e e t ^ i t h  interior9 partit? Stracture averaging 18 
into smaller parts The a r o u n d ^  f dividing the room 
provides a shaded breJzeway? the raised livin9 area

fastened w U h ^ n ^ c " a  C° ^ ^ a t e d  iron sheets

or hip (four sided gable) conf iquratioi^f h 1^ * ^  3 l0W gable 
high winds. The metal r o o f  n ™  'j3t ° ” that ls resistant to 
that is transferred bj gutters' ^atcbment f”  rainwater
household use in the absence of p f p e d ^ a t e r  3 Th°d e " Vat f° r

Canadian-Beli z e ^ a t e r ^ ^ S e w e r a  ^
hookups to a central water supply S T  be available! h° USe

completion of T T e S e S T n e T  h and until the 
latrines that are emDti^d inf tu the people use bucket 
latrines that ale* c S f v e ^ d  ^ T e ^ a n a S ^  ^

B. Relationships w ithin the Neiqhboorhnnd

M e s o p o t a m i ^ t h a t ^ v e r a g e d ^ i n  ^  ln
original lots were inherited w?, iU °u ’ A shares of the 
in turn built additional houses t h T S ? f the family- who 
lot came to resemble the vards ’o h configuration of the
Kingston and other Caribbean cl J e s ^ T a r d s  Settdements- ° f  
populated blocks in whi^h ties. Yards are densely
street-front houses A s u a n  v ^ h a r e . built behind the Y
that unites the occupants o f ^  ^ r d . "  ^  relatioaship

rented, r a r e l y ^ s \ h e  Y new occupant h° USe °n a yard is
through consanguinity or a f f i n i t y ’ t  stranger. Whether 
interrelated Y finity, the settlement remains



-5-

The Water Authority’s house-to-house survev ■
the few sources of disaqqreqated s t a f f s  * llch 13 °ne of 
City reveals that sevlrl? c r e a t i v e  houses " Be“ *e
houses on one side of the street w i ! '  or several
of one person, who then rents out space to other1"  th? name

r^ ^ " ^ e d  t h e L e l  v ! s \ f

As evidence of the cohesion of the Mesoootami* 
neighborhood and the degree of oersonal t-ff ? ° fc i
neighborhood organized a fundraiser in f g f f o  f * -  tthe victims who had lnct 4- 1^  • , . june/ ± y t i 2  to a s s is t
Other evidences o f  cohesion are th 3 in M a y ' 1982‘

Credit*" Union. ̂ °r O M  Pa rt y' 3 "d the-  ^  f - s o f o t L f ^ ^

income neighborhood wi t h d f  t f  n 7 f  i f  n L f f o ?  mSdian

ssirciTsnr Othef ~
IV. Credit Unions

i» * , " 2 : ol i» iov.se.a

order t ^ l e n d ^ o n e ' ^  members P oo ^ th e ir  savings in
to the way of 5 2 ? f T ^

A. Cultural Acceptability of Credit Unions

R o l . The formal credit union movement is forty years nld in

“ S is?  f« 5S,W : srsn.'s-J
^ a . r y j s - . s s j s ' s ' s s ^ j r s ? . * -  - «
E s s . 2 j T K S “j ‘ s i s  ^ - 1 “ - .

B Membership in Credit Unions

unionsPPf n f h te ly  f ' ° ° °  Bet i zeans belong to 23 credit  
Qualified h f  th PhSti  membershlP was limited to those who

neighborhood, or o c c u D a t f o n  f f ^ l l a t ion, residence in the
f le x ib le  now For thf t* B° ndS are considerably more e now. For the most part, membership is open.



Nonetheless, there is a strong sense of unity within a 
credit union and a sense of loyalty that may last a 
lifetime. Belizeans open share accounts in their children's 
names as well as in their own, and tend to maintain their 
accounts throughout life.

c * The Participation of Women in Credit Unions

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

D . The Role of Credit Unions in Daily Life

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

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

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

V . The Need and Demand for Housing Improvement

A. Nationwide

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

Because of variation of economic opportunities in the 
six districts of Belize, housing patterns differ 
considerably. In Belize City, where many people rent rather 
than own their houses, 8,500 households occupy 6,313
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dwellings units, based on the 1980 Valuation Department 
Survey.

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

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

B . Need in Belize City

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

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

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

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

C. Demand

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



- 8 -

proximity to the main business street of Belize City, the 
low rents, and the neighborliness, the poor consider inner 
city neighborhoods a popular place to live.

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

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

- it stabilizes the wood structure above. If securely
braced with hurricane straps at the intersection of the 
st ru ct ur al s u r f a c e  the concrete block base will stabilize 
the house in the event of another hurricane. In any event, 
it increases the safety of the timber house by reinforcing 
the floor. *

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

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

D . Timing

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

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

V I . Spread Effects and Social Consequences

A. Credit Unions

As funds are made available to the Credit Unions for 
home improvement loans, the benefits of credit Union 
membership will increase and membership will rise.
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The day to day involvement of the Credit Unions in the 
lives of members involves assistance in household budgeting 
promoting savings, and providing counsel on the application' 
for and repayment of loans.

_ Membership in a Credit Union is a positive force in 
Belize. Strengthening the Credit Union movement will 
further stabilize this society.

B. Employment Generation

Home improvements will provide employment for skilled 
and unskilled labor, and for suppliers of building 
materials.

C . Improvement of Neighborhoods

Home improvement is often highly visible from the 
street, especially during construction. in a society of 
this size and degree of personal contact, knowledge of 
changes in ones house become quickly widely known. As these 

aife seen t(? result in the improvement of the quality 
of life, interest in home improvement grows. Typically, the 
rehabilitation of several houses in a neighborhood signals a 
new interest throughout the neighborhood in home improvement 
and maintenance. As peer pressure to maintain ones own 
house increases, residents of improved housing take a 
greater interest in maintaining the value of the overall 
location of the house.

. some cases, the ultimate effect of individual home
improvement especially when combined with service and 
infrastructure improvement, results in the rehabilitation of 
the entire neighborhood.

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

~ secondary cities and rural areas home improvement 
will result in safer houses and fewer household accidents.

D . Social Stabilization

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

The proposed home improvement loan program addresses 
one of the most visible problems and felt needs of Belize, 
deteriorating housing for low income families, through a 
social/financial mechanism, the credit unions, that is 
widespread, democratic, and popular.
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The purposes of the project are:

1.

2 .

3.

4.

1° suppoIt a"d exPand Private sector participation in the financino 
and construction of shelter. . financing

cajacitveof°?hl Z t t i 1 in=t’tutions a"d strengthen the institutional capacity of the local credit union system.

Preserve the existing housing stock of below median income families.

Assist GOB rationalize its housing delivery system.

To achieve these objectives, a $2 million HG loan and $400,000 in technic! 
assistance areproposed. The loan will be made to the GOB (Ministry of

Finance Corporation"(DFfl3  ̂ ^ rren^ , w1111be disbursed to the Development nance L°rP?rJjTon (DFC), which will on-lend part of the funds (Beli7P

DFC w m nd\f£ $250:?00 U -S :> t0 rural ho^owners for home Im ovemen The 
DFC will disburse the remainder of the funds (Belize $ equivalent $1 755 000

c;ed t uninnVfi126 W  Union Lea9ue (BCUL> ^  distribution to inSvi'SSl
activities f 0n‘lendln9 t0 credlt union members for home improvement

The determining principle in setting loan limits is that they be affordable 
to below median income families. For this calculation, up to 2 5 of house
hold income can be used to service the loan. This provides an absolute 
maximum loan value of about U.S. $4,725, assuming 18% annual interest .

proqram & it is anticinlted t h T 6" the,nat“re of a home improvement/expansion program, it is anticipated that very few loans will run for 20 years, and
shown^bo lmpr0vements wl11 be substantially below the arithmetic ceiling

While costs of improvements will display infinite variations, an illustrativi 

is^resented^elow-*6 °f lmprovements contemplated and their approximate cost

Improvement
Installation of a complete new bathroom 
Repair of minor structural damage from hurricanes 
Upgrading from wooden stilts to concrete piles, and 
accompanying foundation work

—  Closing in clear storey (elevated section) and 
making habitable space
Upgrading of kitchen (plumbing, electrical)

—  Addition of a room (80 sq. ft.)

Cost
1,200
1,000

900 •

1,500
300-600

1,800

The program is nationwide in scope. Although major emphasis will be for 
preservation of the existing housing stock in Belize City (approximately 
U.b. $1.2 million), there is no geographic area of the city targetted for 
home improvement activities. Individuals will apply for a loan for the 
specific improvements required for their shelter needs.
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Para 1 lei technical assistance efforts will bG undertaken in collaboration 
with the Department of Housing and Town Planning of the Ministry of Health, 
Housing and Cooperatives and the Reconstruction Development Corporation. 
These will consist of consumer preference surveys and complementary 
experimental design work to develop alternative housing models embodying 
the minimum she!ter/incremental approach to establish an economically 
viable entry level to home ownership for low income Belizeans. Some of the 
technical assistance effort will also support the development of the newly 
established Belize National Building Society. A housing advisor will 
perform the role of a high level shelter policy expert and project manager.

The loan is for support of credit institutions. AID will not have prior 
knowledge of specific activities for which individual subloans will be made 
nor does AID reserve theright to review and approve loans made by the 
institutions. The technical assistance funds will not directly affect the 
environment, except for the potential design and construction of a proto
typical minimal shelter solution in which case the experimental construction 
will be confined to a small area and carefully monitored.



Tgviw^m.-.. a 1;."" -j

CIDA GOB WATER AND SEWER PR0JECT
ANNEX 13

P h a s e s ^  C -tY Wat0r and Sewera9e System Project,
CIDA funds 95?1 ' 3 ',OLrit eEEort oE CIDA and the GOB.

., $22 million m  grants and loans. The GOB
provides counterpart financing of $3 million.

The project is of particular interest to AID'S home 
improvement project. Home improvement loans will be sought

° r. to pay for the expansion of houses to permit the 
installation of toilets and sinks as well as the plimbina
m a i n s ? ™  "9 lndividual households to the water and sewer

, . The P ro3ect Provides for the completion of an onaoina
are  ^  sewera9e Project to service the entire Belize City
in 1976 A n  h°rk ha% been « » P l e t e d  and construction began
m  1976. All basic infrastructure is now in place.

Already completed, or nearing completion, are:

ter treatment plant at Mile 17 outside of Belize

the water transmission main to the city; 

the main pumping station in Belize City;

sides “ i2hf1c i S ? Uti° n netW° rk betWSen n° rth and S° Uth

7 tl?e main distribution network along the central 
business district on the south side of the city.

- complete water mains;

- sewer main;

d i s t r i c t s ^  Sh°P connections in central business

sewage lagoons in which raw sewage is treated by 
areation then transferred to the sea;

repair of the Yarborough elevated water tank; and 

repair of two emergency water tanks.
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In addition, construction is planned for:

- complete sewer mains to the entire city;

- replacement of old lead pipes with PVC; and

- connections and maters to Zones 3 and 4 (Collett and 
Mespotamia.


