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EXTERNAL DERT AND THE BELIZEAN ECONOMY

Hﬁtgrnal borrowing to support capital inVestmeht is traditional,
and provided fhat therreturn on théinvestmentsurpasses the interest rate
éuchtﬁorrowiﬁgafis appropriate. ) |

The inflow of foreign-ﬁépifal as a pértrﬁf the developﬁent
. process should enable the vecepient country to raise 1ts level of invest-
ment and_;ncrease its lmports. The economlc growth of most developing
,couﬁtpies-is:lafgely dependent ot lnternat;onal (foreign) aid for stimu-
_lation as most operate within a certain-foreign'exéhangé constraint. The
inflow of fun@s is'thus needed toraliow-the'necéssaﬁy projected development

to occur,

The Bélizean econony is in this aspect no diffevent than most
Caribbean economies and those of otheh developlng countries., It is heavily
dependent on fornlgn ald and -the inflows thus produced plays a vital role
in the effort to bridge the gap between lmport requlraments and foreign

exchange earnlngs.

" Over recent years expansioﬁ-in;extgrnal debt hag been widespread.
- . What eaused this cxpanslon? some facécrs are the escalated petroleum érices,
the failure of the- gﬂoth in demand for exports to kcnp up with the growth
Jin impofts, and the continued expansion in capital investment without the

backing of adequate reserves 1o run down.



This paper deals with the external debt of Belize, and gives
a view of the basic stbucture and the growth of foreign debt betweén.lQTQ

and,1979{ It alsb takes a look at the role it plays in the economy.-

(i) STRUCTURE 'of’ EXTERNAL DEBT

Whereas the need to borroﬁ abroad may arlse for several

' reasons the baslo reasons in the case of Bellze are (i) to finance capital
expendltuves on the part of public corparatlons, and (11) flnanclng of
hudgetary deflcmts, (111) current account def1c1ts in balance of pdyments.
Financing of capltal eypendmtures for public corporatlons presently carrles
the bulk of total loans outstanding, and by 1978 and 1979 ran at 79.1

percent and Qa.u_pefcent of total foreign débt.

Belize's main sources of forelgn aid are the U.K, C.D.B., -

CIDA and E.D.F. Aid takes the form of grants-in-aid andrdirect'loans;

The United Kingdom as in the césg'of'all‘British‘éolonies

- is the fraditional source of fopeign aid. ‘Thi;”holdﬁ“true in the case of
_-Bellze and it is only in vecent years ‘that other 1n;erna+1ondl and reg&onal
_institutions have begun to make any impact on‘thé lender stgycture.

So much so, to the extent thaf borrowings from,CDB-is now thé\lavgest

‘component of “total external debt.

“Direct loans tend to have maturities ranging from five to_
twenty years with a few having extended maiurlty to forty years.- Interest
s charged at rates ranglng from 2 1/2 to 8 percent for Central Government
loans and H - 12 percent for the rest of the public sector. Repayments

tends to start one year after final disbursement dates in the case of



CDB loans whilst others tend to have grace periods of anything up to
twenty years, These;amortizations are mostly on a semi-annual basis
with interest being charged on amounts outstanding. There are séveralr

loans however, that are payable on a quarterly basis.

Debt is-divided into Central Govefﬁment's and governmenf-
guaranteed:dgbtl | -

Central government'srdebt inclﬁdes-é.K.rioans for development,:
severéi,ﬂurficane Recdnstruction-loéns and loans taken uprbj governﬁent
ffom_CDB, CIDA and ofhens forrthe'improvement of infrastructre; Several
loans to variqus_statutory hodies are considéred a paft of central govern-
ment's tofa;-aé,few of the'public sector entities are financially viable,
There is also a loanrifom a private-source that is considered a'paftjof
government's total, and that is a Telecommuﬁicatibns loan from therBanco
di Lavare to Eelize Telécommunicatioﬁs Authorify;

'Soﬁérumént'guaranteedrdebt aonsists’of those loans from
f CDE énd'othePS'to'insiitutions such as Cane Féfmers Aésociation ~
Development. Finance Carporatiéq, Reéonstruction and Devaiopment Corporation,
quvefnmént Héuaing Léans Board and a féw others,',Repaymeﬁts foﬁ the larger
‘portion of this section are undertaken by fhe iﬁsﬁitutiﬁﬁ’s_theﬁselvaé,
in contrast to th&se under Central gOVePﬁment‘s tofal. |

- The holder compgsition of‘foreigﬁ borfowings has changed
between 1972 and 1§79. (See Table I) Compared toilQ?Q whefe Céﬁtfa}r,

government's. total holdings of public debt was 91.1 percent, its share -
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haé-deélined d&eﬁ the years to réach éﬂ.élpercent Sy fhe end of 1979.

:  This decreasersﬁould no%ibe taken as evidence of any veduction in the
nominai valﬁé'of their share, buf vather ﬂue,fO'the suﬁséquent affect of
the lncrease in LOV”aneﬂt guaranteed debt. Governmént guaranteed debt
ﬁas rlsen sub iantlally over the past few yéars primarily as D.F. C. has
expanded as an. insfitution, so has its borrowing capacmty; Borrow1ngs
oh Lhe part of D.F. C. now accounts For. 1H, 1 percent of toal external
debt and 30, 3 perbent of government guaranteed debt. (Central government

carries certain student-loans as a part of their external borrowings}.

| TABLE T
SEmpt——

EXTERNAL DEBT
- COMPOSITION BY HOLDER
1972 - (IN PERCENT)

Central
Sovernment 91.1%

7 Govt,
- @Guar. 8.9%




1972

~ . 1979 -
S Government
Guavanteed 46.7%

Centrai
Government 53.3%

,Compbsition by lenderrhds‘becamé m&rg'diVersified, and the
S£ructure baser - more broadened'in recent yéars as mbre Soufces have opened
‘up;. (See.Table II) In 1972-lender,composition wasrprimarily made-ﬁﬁ'of
0K, 1oéns with a smaller ﬁortion being extended by commercial banks.
- C.D.B.'s ﬁércéntage éhare wasg in the area ofVB.S percéﬁt, When coﬁpaﬁed"
to 1979 the éhaﬁgeisaems dramatic. CDB loans‘noﬁ agcount for 60.3 percent

of total loans. ‘Thé U.K. portion has been reduced-visibly.

‘TABLE 1T

EXTERNAL DEBT
COMPOSITION BY LENDER

(percent)




1979

Commercidl
‘Banks 1.0% -

N\ U.K.l?,S%

_ Othep ,
- Govt. 2.8% f

CIDA 22.2%

T DR 1.0%

.VCDB 60.3%
im;;mw“’f/

The commer01al banka pértlon which was one loan haornot cnly been reduced
fthrough repayment but also as a revult of the entrance of other sources
on the scene, By the end of 1979 Other Governments (exciudlng u.x. ) held
U S.51.6 mllllon of our forelgn debt U.8, $0. 9 mllllon of vhich are .5,
Dollar debentures flodted by the Government of Bellze in an effort +to
,flnance - BEB BCB and ReConDev._ The_proceeds of the debentures taken'up

were then relent to the statutory bodies at concessionary rates.

The- emphdSlS an  the produatlon base is ev1dent in the
structure of the eyterﬂal debt whlch has broadened in recent year¢. (See

Table III) Agrluulture, Ports and Utllltlaﬁ carry tha greater portion.



TABLE ITT

| COMPOSTTION BY SECTOR

(in percent)

Other 8.7%

Other
Infra. 6.3%

Utilities
33.2%




(ii) GROWTH .OF EXTERMAIL, DEBT

Thefe_are sevéral féasonS fév concern with the external
debt situation in Belize as in most developing countries. The growth of
external debt in -recent yearé has béén'phenomeﬁal.r>ﬂy the end of 1979
total exernal'debt of Belize had ﬁearly'quadrupled since 1972, Between
1972 and 1978 the change was 165.7 percent (although bepéymenté accounted
rior a slight decline in the nominal value between 1972 and 1973}. By
the end of 1978, estlmated figures shows a further 5.5 percent increase
over 1978, . The évepall trend inrtotal external debt has been an upward
one as caﬁ be seén iﬁ Table IV, A 106k at the daté peveals that the growth
in externai\deb{\was marginal in?the garly égventieg although the change
between 1974 and 1973 was substantial due to a_iarge telecommunication
loan, the pattern in the following two years conformed to the norm with
the growth rate runnlng at 913 percent and 7.0 percent in 1975 and 1976.
Mot until. 1977 did ‘there begln to be sizeable 1ncreasea The widespread
fear that maturLtles have boen dangerously shortened as a result of the
shift- iowardc prmvats sources of Financing does not necessarily hold true
For Beli7e, in thaf ‘that palecular area of our external debt preeentjy
accounks fora small portion. The Fact that we are not yet independent,
and the. Monetary Author;ty does not Eulflll'theentlre role of a Central
Banlk, has constralned the expansion of our external debt We are still
forced to rely heavily on international government sources for grants~in~

ajd, and other regional institutions as sources of credit., This constraint
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IA3LE IV EXTERMAL DEBT OPERATIONS 1972 - 1979
U.S. $ MILLIONS
) Est.
1972 1973 1974 1975 1876 1977 1978 1979
QUTSTANDING & DISBURSED AT END .
oF etmioo 10.8 . 10.2 11.8 i2.8 13.8 18.5 28,7 41.8
———u—m )
QUTSTANDING & DISBURSED AT : :
BEGINNING OF PERIGD 8.9 10.8 10.2 11.8 12.9 13.8 18.5 . - 28.7
Pius: NET DRAWINGS : 1.8 . -0.3 2.0 1.1 2.2 4.6 10.4 12.8
( DRAWINGS) (2.4) (1.0} {a.3) (2.8) {(3.2) (5.7 {10.8) (13.5)
( AMORTIZATION) : {0.5) (1.3) (1.3) (3.7) (1.0) (1.1) (0.%) (0.7)
Valuation Adjustment ‘ - ~-0.3 T - -1.3 B 4 S -0.2 0.3
DEBT SERVICE PAYMENTS 0.9 1.7 1.7 2.1 1.7 1.8 1.6 1.7
AMORTTZATION = 0.5 1.3 1.3 1.5 1.0 1.1 0.4 0.7
INTEREST 0.4 0.1 0.1 0.6 0.7 0.8 1.2 1.0
(IN PER CENT)

CUTSTANDING & DISBURSED BALANCE/GDP b/ 18.2 16. 15.0  13.8 '16.9  20.1 27.6 35.

‘ NET DRAWINGS/GDP 3.2 ~0.5 2.5 1.2 2.7 5.0 10.0 11.1
DEBT SERVICE/GDP 1.2 2.7 2,2 2.2 2.5 2.1 1.5 1.5
DEBT SERVICE/ESPORT OF GDS 6 :

NON FACTOR SERVICES 2.3 4.3 2.9 2.6 2.8 2.4 1.6 1.4
AVERAGE INTEREST RATE ¢/ ‘ 1.5 3.7 3.9 5.1 5.4 5.8 5.5 3.5
DEBT SERVICE/GCV'T REVENUE ' 1.9 12.9 10.1 9.4 7.8 8.6 5.6 5.2

a/ Includes Central Government and Central Government guaranteed debt.
b/ At current factor cost

¢/ Ratio of interest payments to debt at beginning of period.

ot e 8 ol g, 5 it A £
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~ has ﬁevhaps ?roven an asset ag t%.has slowed down thé gréwth rate and at
the zame tlme any 1mmud1ate increase in debt service. |
| A iook at the data reveals that the growth in external
;debt waga mapginal in the earlier part of #hg decade, running at 9.5
éavcent ané.?QO ﬁefceﬁt'in 1975 to 1976;' Not until 1977 did there be-
_ginrtq be sizeable incréasea; |
The aexpansion in Centrdl government's total was mdlnly the
effect of vast’ 1mprovements and rastructurlng wmthln VaPlOUS statutory bo-
dles. The expanslon and develqpmept pf the‘lnfrastruntﬂve led to the
- need for resfruéﬁuring,on the part of the stétutéry bodies. In particu-~
riar weﬁe, Beiize Elegtricity Boérd-'Beiize Telecommﬁnications.Authdrity
-and Yiater and Sewerage Authorlty4 The 1ncreas¢ng number of subscrxbers
fand the lack of adequate facilities at these 1nst1tutlons, meant overload- |
‘lng-and subsequent Lhadequate'service, Betweén 1972 and 1979, consumptlun
of electvlcal power alone lncreased at an averagp annual rate of 10,0
rrpercent. The 13m1ted credlt fac1lltxes available from local sourccs,rcom—
bineq with the 1arge capital Qutlays called for, made therneed_for cag;tal
' 'ipflows frcﬁ exferﬁal sources'imminent. The need for vaét'improvement in_
these dtilifies Wasrrécogﬁiéed by government in their pﬁblic secfor,deve~
-lopment piéns,‘ and Therefore ied to the négqtiations ahd,securing of loans
_dg their behélf.
. 'Fxtérnal fiﬁancinp was abtalned by the Water and Sewerage
VVAuthorxty (WADA) frﬁm CIDA to undertake the progeot of setting up A

bewerage sustem in Bcllae City, and further expan51on in +he vwatep SUpply
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systeﬁ, The ipitialifiﬁanéing of_BzeQ$lB.8-milii§n however proved
inadeqﬁaté'ih impleﬁenting only dne~hélf;qf the original design,_and‘
was later revis ed, | |

-‘ The 31ngle largest eontrlbutor to the lnérease in farelgn
'bbﬁrowings has been the Port Authorlty, which in ltself,ls responsible
for Bze.$20.u'million'(U;S.Plo;? miltlion) 4‘24.4 percent of total exter-
ﬁal debt. The obiective in financihg,and construcfidnrof_the deep water
port in Belize Cit?,.isrto weet the expectéd.iﬁcrease in foreign trade,
',mihiﬁise the tran3port_cbsts and pro§ide ap-eaonomic return. Belize City
handles about 75 pérceht'of the fopeign trade of Belize.

The incréasing current aceount deficitrin the Balance of

Payments brought about by the slowdown in exports and the increase not
only in the volume but the nomlnal value of 1mports due to increasing
prices of petroleum ‘also exhibits the dependency on capltal inflows to
meet the resource gép. | | |
| | The;groﬁfh rate of tbtalrexfernalrdébt has been phenomenal
in recent: years , and these only 1nclude-those that have been actually
-dlshuTSed. There are Stlll 1arge portlons that have already heen approved,
-and dependlng on the rate of expan31on in the next few years will further
add tpemendouslylto the ax;stlng burden.- Fuprthermore, the Development
Plan for 1980/84-031is for additicnai external-finanding of some Bze$275.2
‘million - 69, O_peréenﬁ of total financing-requirements of this Bze$2?5.é
miiiion.BZe$70{d'milli§n has already;been committed.':This projection of

- necessary Financing also takes into account the estimated increase in the
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current account surplus for Central Government., The rate of contri-
bution on'the part of the yrest of the public sector iz cptimistically
expected to rise over the next few years, howeﬁer the only foresaéable
savings on their part would be through the iﬁélementation of a drastic
revigion of existing rates.

(iii) DEBT SERVICE

Debt service payments aﬁe generally required in convertible
currencies and therefore becoma a fixed charge on export eafnings, hence
the higher the vatio of debt - servicing payments to export earnings,'the
greater the likelihood of defamilt for any given Ffluctuation in export
" receipts., Also, the productivity of capital inflows shculd exceed the
'.rate of interest on foreign borrowings in order that income and therefore
domestic savihgs'should increase, The allocation of such resources is
therefore an essential point and should be to itz most productive use.
Investments should be in such projects aswill maximize the increase in
income and thereby contribute to the gfowth in the availability of forelgn
exchangé, as a rapid accumulation of foreign capital will make the debt
servicing less burdensome in a developing country.

| The debt sefvice operations for the Belizean public sector

can be seen in TABLE IV,

There has been little fluctuation in the actual debt service
payments during the period under survey.. The only noticeable change has
been in the composition of these payments. Whereas in the earlier part

of the periocd amortization payments accounted for the greater portion of
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debt‘servicing, the trend has now reversed and interest payments
have increased to the point whererfhey are now 58,8 percént. This
is due fq-the‘fact_that the eavlier debt service payments were_largely
composed of interest-free U.X. loans, The increaselin interest payments
reflects the fact that ‘the interest charged on CDB acquired funds is on
that amount actually disbursed although actual repayments are not charged
until the entire loan has beeanully-digbursed.__ . . _
The overall expansion rate of GDP was less than that of
eéternalrborrowings over the period. The ratio of‘tbpai externai debt
to GDP (see Table IV) dipped slightly between 1972 and 1975, but theveafter
inélined steadily:ﬁo reach 36.2 percent. The ratio of debt serviceipay+'
ments to the foreigﬁ reserve position exhibited no notiéeable_trend éﬁd
has fluctuated conéidérably:&ftef dipping in 1977 and 1978, it has started
to‘riselagain-and_by the end of 1979 ﬁa8116.7 percent, due to the iliiquidity
of the entire banking system. This picture howeverrshauld necessarily
give cause for concern as the percentage of debt éervice to foreign exchange
earnings accounts for only 1.4 percent in 1979. This ratio exhibitéd a
doﬁnwardrtrendrsince 1973, and nefiegts the steady ipcrease in thg nominal
value and volume of exports over the penioé. This growth penformanceriﬁ
the export sector reflécts‘the expansion in agriculture (especially sugar)
and garment industry. .. Despite:adverse weather conditions in lQ?Qé’End
the coﬁsequeﬁt fall ip sugarrproducfion GDP grew by“3.3 percent (agaihst
an average of 5%).
The underlying implication is that foreign exchange ‘earnings

are sufficient to cover present debt service charges, and vice versa the
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log debt §ervice ratio indicates that no real burden is presently
produced on the export earnings of the country,

_--Erincipal repayments by the end of 1979 accounted for
41.1 percent of the total debt service. However the final drawdowns
én several_largé-projects and impending final disbursemenﬁs In others
within the nekt,year ok so can make a substantia; difference to the
picture. The ultimatum is therefore either continuing reliance on
capital grénfs or rescheduling of debt repayments. -

Debt service payménts are presently rather low but this

is due to {he fact that a considerable portion of external borrowing
'céntains é high grénﬁ eiement. It is hopeful fﬁaﬁrthis aspect will re-
"maiﬁ in the next few years, as any hérdgning of aid terms will result in
'the iﬁtensification of the magnitude of the debt burden and conseqﬁently

prolong the time burden before self-sustaining growth can be achieved.
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TABLE V
BELIZE - CENTRAL GOVERNMENT OPERATIONS
1972-79 :
(BZ$ million)
J

Est.

1972 1973 1974 1975 1976 1977 1978 1979

"Total Current Expenditure 16.0. 18.7  22.7  27.5  35.7  38.3 43,7  55.7
Total Current Revenue 18.4. - 22,5 30.5 40.1 43.5 4L, G 56.9 65.7
hCurrent‘Accbunt Surplus ' 2.4 3.8 7.8 12.6 7.8 5,7 1l3.2 10.0
Capital Revenue 0.1 0.2 0.2 0.4 0.5 0.6 0.9 1.8
Capital Expenditure 8.1 6.8 . 12.6  1u.2  15.8  23.4  30.7  38.6
Overall Surplus/Deficit 5.6 -2.8 4.6  ~1.2 -7.5 -17.1 -16.6 -26.8
Financing 5.6 2.8 4.6 1.2 7.5 ~ 17.1  16.6 26.8
Net External Financing 8.3 %.2 5.2 3.0 1l. 1.8 5.7  16.1
Grants 5.4 . B.1 5.8 7.9 8. 8.2 7.6  16.2
Loans = - 3.4 1.5 3.4 0.2 1.0 1.7 —— 1.4
Amortization - . -o.4+ -1.8 -1.8 - -0.7 -0.6 -1.1  -0.2  -0.5
Change in Foreign Assets -~0.8 Q.4 -2.2 -4, U4 3.1 3.0 -1.7 -1.0

Net Domestic Financing S 2.7 -l - . =1.8 U, 5.3  10.9  10.7
Monetary Authority 0.2 0.1  -0.1 ~ 0.7 0.8 2.2 1.3 6.5

E Rest pf Financial System 0.9 -0.1 1.4 -1.6 0.1 3.7 4.6 -2.6
‘Rest of Public Sector 0.3  -2.4  -4,3 3.4 -1  -3.0 -2.7  ~3.6
Other , , ~3.5 1.0 4.8 .25 -3.7 2.4 7.7 10.4

Source: Ministry of Finance, mission estimates

A
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BELTZE - ACTUAL AND PROJE
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(BZE$ million)

CTED CENTRAIL GOVERNMENT OPERATIONS
- 1977-84

Actual

~ Est. Projected -

- 1977 1978 1979 1980 1981 1982 ©1983 1984
Current Revenues - 44,0 - 56,9  65.7  74.9 98,3 98,3 111.0  125.0
Tax Revenue - 36.2 - 48.5 64,3 4.0 73.7 83.9 94,8 - 106.7
Direct Taxes 12.2 15.8 . 16,0 19,4 22,4 - 25,5 28.8 32.4
Indivect Taxes 2.0 32.6 40.3 hh,6 51.3 “58.4 66.0 TH,3
Non Tax Revenue 7.8 8.4t 9.4 10.9 12.6 4.4 16.2 12.3
Current Expenditure 38.3 u3.7 55.7 765,6'“ 75.6 gu.8 94,8 106.4
Wages and Salaries © 18.0 18.5 2#.6 27.1 32.5 37.0 ‘h1.8 y7.1
GBoods and Services 13.67 17.4 20.8 25.3 27.5 31.3 35.3 39.8
Interest : 1.1 T l.u .2.8 3.6 4.9 TR .1 b.5

Pensions and Other : ' -

Transfers ' 5.6 6.0 7.5 9.6 10.7 12.1 13.6 15.0
Current Surplus 5.7 13.2 10.0 8.3 =~ 10,7 13.5 ‘16,2 18.6
Capital Receipts'377 0.6 - 0.9 1.8 1.2 1,2 © 1.3 1.3 d.4
gapital Expenditure 23.4  30.7  38.6 44,5  45.5  89.5 40,8 56.3

217.1 216.6  -26.8 -33.6 =247  -23.3 -36.3

Overall Surplﬁs/Deficit

QR VTS

"Source: Ministry of. Finance, mission estimates

5
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BELIZE - FINANCING OF PUBLIC SUECTOR
INVESTMENT

{(BZ% million)

1972-79

Este
1972 1973 1574 1975 1976 1977 1978 1979
Public Sector Capital ) .
—Expenditure — — 8.4~ 9«9 -1G.6 i8.1 19.8 26 o1 1.8 59.6
Central Government 8.1 6.8 17,6 14.2  15.8 23.4 30.7  38.6
Rest of Public Sector - 0.3 Je.1 4,0 3.9 4.0 3.0 11.1 21,0
Financing 8.4  9:9 16.6 18.1 19.8 2644 11.8 59.6
Public Sector Savings 2,3 3.5 7.6 10,7 6.2 1,8 9.5 10,2
Central Government 2.4 3.8 7.8 12,7 7.8 5.7 13.2 10;0
Rest of Public Sector -0a1 =03 ~0,2 ~149 =16 =39 ~-3s7 0,2
Capital Revenuoe 0.1 0.2 0.2 0.4 0.5 0.6 0.9 1.8
;\'et Domestic Borro‘a‘ii_ng -3 292 200 1.6 —20_4 303 3.7 3;6 -
Monetary Authority 0.2 0.1 =01 0.7 0,8 2.0 143 1.6
Rest of Financial System 1.8 0.2 =1.3 =0,9 2.1 3.9 6.5, w1.7
Othet‘s V ""402 1:9 394 1.8 —593 "2’8 -131 “'007
Net External Financing 8.2 4.0 6.8 5.4 15,3 © 20,7 27.7 41,0
Grants ' Hal 4.1 3.8 7.9 8,0 8.4 3.6 19,2
Loans Sed 1.5 5.3 5.0 6.4 11.4 21.6 27,0
Amortization =05 -2.0 wla.1 ~3el “2_00 -2, 0,8 ~1a.2
Change in Foreipn issets ~0.8 0.4 “2e2  =1,1 3o1 3.0  ~1,7 wlaQ
Source: Ministry of Finance, mission estimates.
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(Cngoing Projects)a/
(New Projects)

CDF :
Other

(15.6) (20.2)(16.1)
(~) (--3 (—-)_

2.9 -1.7 -1.0 - — - a

TABLE VIII
" BELIZ® - ACTUAL AND PROJECTED FINANCING OF
: PUBLIC SECTOR INVESTMENT 197784
{BZ% million)
Actual Est, Projected :
1977 1978 1979 1980 1981 198z 1983 1994

Uses 28.8 42,6 60.9 67,3 81.7 81.0 '79.5 88.4

Public Séétor Capital , -

" Expenditure 26.4  41.8 "59.6 63,5 77,1 71.8 - 69.5 77.4
{Central Government) (23.4) (30.7)(38.6) (44,5) (45,5) (39.5) (40.8) 356.3
(Rest of Public Sector) (3.0) (11.1)(21.0) (19.0) (31.6) (32.3) (28.7) (21.1)

External Amortization 2.1 038 103 3»8 ‘-loﬁ 9,2 10.0 1‘100

VSourbggr. 28.8 42,6 60,9 67.3 81,7 81.0 79,5 83.4

Domestie Financing 10,3 1l 1 15.8  13.5 20,7  26.2 29,5 32,8
Public Sector Zavings 1.8 9.5 10.2 10,3 15,9 19,5 23,0 26,0
(Central Government) (5.7) (13.2)(10.0) (9.3) (10.7) (13.5) (16.2) (18.6)
(Rest of Public Sector) (-3.9) (-3.7) (0.2 (1.0) (3.2) (6.0) (6.8) (7.1)
Capital Revenue 0.6 0,9 1,8 1.2 142 1.2 1.3 1.1
Net borrowing from : 7

banking system = 7.9 3.7 3.8 BT - - - —
Residuals -~ new tax measures - -- 2.0 . T, Sat 5.2 Sal

External Financing. 48,5 28,5 15,1 53.8 61.0 54.8 50,0  55.6

External Loans and Grants 15.6  30.2 46.1 51.8 39,6 51.8 50,0 55.8

3/ Includes Hurrican Rechahilitation Grants.
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Well aftér the government has borrowed to finance its deficit,
the debt it has incurred continues to have an influence on the structure
of the economy. This influence is exerted in two directiéns: a liability
effect upon the government which must pay interest on the debt and even-
tually repay it by increasing taxes, foregoing expenditures, or borrowing
again; and an asset effect upon the debt holders which we need not concern

ourselves with in this instance. -

TForeign capital inflow needs be within the limit of the

" pecepients capacity to repay, as such, until the recepients growth is more

than selfsustaining, interest énd amortizations on loans must themselves
be paid from loans and grants. In light of this a country's development

program needs to be taken into account in determining its capacity to ser-

wvice external debt.

The basicrunderlying problem in theneed to incur foreign
debt to strenghten the economy, is-the rate at'whiéh this debt must be
incurred in the near future., The resulting effect of the tremendous ax-
pansion in exfernal debt will be extremely high debt service payments.
Returns on these investment tends to be low in the first few years as the
marginal productivity of capital‘in an underdeveloped country tends
toward a sharp decline initially until the pace of development gains
momentum. The strain on the reserve position will then be relatively high.
Reliance-on external aid haé heretofore been shown to be an
extremely vital part éf Belizean eccnomy. The tendency is for government
to encourage the iﬁflow of foreign capital in light of its recognition of

the need to stfengthen'the financial position of the”ecbnomy. The develop-
. 5 .

" ment plans both for the period 1977-79, and 1980/83 takes this aspect

into acbount, and emphasis has been placed on the developing of both
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’ ﬁatural resoﬁrces:and the infrastructure for development in both the
private and public sectors.

This rapid expansion in external borrowing has not only
suppdrted capital goodé expansion, but at the same time eased the transi-
tion to the post-1973 petroleum prices. The inflow of funds from grants
and loans have bolsteréd-the nét,reserve position and defrayed drawdowns
by helping to meet short term obligations. It is expected that the emphasis
ﬁon-finan;ing-the ;rédﬁctiQQ.base e;;ecially_;he expa;éion in agriculture
and industry should lead to economic growth stimulated by a higher expoft—
eafniqg capacity. ; | o

Central government should as the same time place an emphésis
on controlling current expenditure in order to have a surplus with which

to finance future capital expenditure and slow down the growth rate of

external borrowings.,
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