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INTRODUCTION

The economy in Belize has its origins in the logging trade from the days of colonialism, and it has expanded over the decades through the cultivation, production, and exportation of sugar cane, citrus products, bananas, farmed shrimp, and several more specialized crops, as well as through the development of a successful nature-based tourism sector. Despite erratic growth that has taken an overall positive course, the accumulated wealth has not been realized throughout the country, as poverty and its afflictions restrain a significant portion of the population from the advances of a rapidly-changing world. The path of economic development in Belize has resembled the paths of the country’s political, environmental, and social development; it could be characterized by notable advances as well as acute setbacks, sometimes with both occurring contemporaneously. Saddled with unsustainably high levels of public debt, reduced credibility, and a more competitive global trade environment, the government of Belize is in a highly-precarious position in its 25th year of independence. This essay begins with a brief overview of economic history in Belize and continues with an analysis of several indicators of economic development, followed by a discussion of the opportunities and challenges that the country faces as it looks to the next 25 years of its independence.
ECONOMIC HISTORY – FROM LOGGING TO BANANAS

Economic history in Belize since independence can be best understood in the context of its colonial past. Like much of the Central America and Caribbean regions, Belize was entangled in a colonial contest between European powers in the 16th, 17th, and 18th centuries, where islands and territories were played like pawns in a quest for land, slaves, and resources. In the early years of the 17th century, Spain effectively controlled the region, although British woodcutters and former buccaneers had begun to settle near the coast of what is now known as Belize.


The British were interested primarily because of mahogany and logwood, and forest products dominated the economy for three centuries. British pirates raided Spanish ships for logwood beginning in the 17th century. Logwood (also Campeche wood, dye wood, and palo de tinte) was used as a coloring matter by the British woolen industry to produce a variety of shades (Shoman, 1994; Rocas, 2003).
 The British penchant for the prized logwood led to numerous struggles with the Spaniards for possession of forested land and the eventual settlement of what became Belize City. After numerous attacks on the British settlers, Spain eventually began permitting English logcutters to claim land and establish “logwood works” to cut logwood in 1763. The right to establish mahogany works was accorded in 1786; mahogany  produces one of the finest known woods and rivaled logwood for importance and value for furniture and ship-building in Europe (Shoman, 1994; Rocas, 2003). Logcutters set up temporary camps along the coast and rivers, and the mouth of the Belize River became a trading port where “bark logs” were floated for export. The humble British settlement became known as “Belize in the Bay of Honduras,” and later, “British Honduras.”

The population of Belize increased ten-fold during the 19th century, due in great part to immigration at the northern and southern ends of the country. Agricultural production for export had been prohibited according to treaties between Spain and Britain, but with British sovereignty assured by mid-century, the cultivation of sugar cane fields proliferated. Sugar exports expanded rapidly, nearly tripling from 1865 to 1866 alone. However, the expansion was short-lived, and the industry suffered a steep decline prior to the end of the century (Shoman, 1994).


After more than a century of British occupation and conflict over the struggle for power and authority, Belize was officially made a Crown Colony in 1871. By century end, the growing economic influence of the USA had surpassed that of Britain, due in part to its closer proximity for trade. The majority of exports were shipped to the USA by the early 20th century, the most significant of which was chicle for the production of chewing gum. In 1896, chicle exports reached one million pounds, a dramatic increase from less than 5,000 pounds a few years earlier; by 1912, shipments averaged three million pounds per year. Land settlement policies in the southern districts favored the development of a banana export industry, which attracted thousands of immigrants from other Central American countries seeking work (Shoman, 1994).

By 1950, forest products comprised about 85% of total export earnings, but the industry declined rapidly because of decades of excessive colonial exploitation. A decade later, the economy had shifted from forestry exports to agriculture; agricultural policies promoted large-scale production for export, which were based on preferential trade agreements with the developed economies to the north. Since 1959 exports of both sugar and citrus products have exceeded that of forest products (Shoman, 1994). The Commonwealth Sugar Agreement (1959) provided for an export quota for sugar to Europe (Barnett, 1999).


Political developments within the country eventually led by 1961 to the agreement that Belize could attain independence from Britain at any time, but this process was delayed because of the territorial claim of Belize by Guatemala and the associated. In 1963 Belize was offered “full internal self-government,” which did much to increase national pride and optimism (Shoman, 1994). After a lengthy process of international negotiations, involving Britain, the USA, Mexico, the United Nations, and CARICOM, Belize resisted pressure to cede land to Guatemala, and by 1980, independence for Belize seemed inevitable. Independence was formally granted on 21 September 1981.
BEYOND INDEPENDENCE – TOURISM TO OIL

Since independence, the economy of Belize has maintained its focus on exports, although like many developing nations in the tropics, after the forests were exploited, large-scale plantation-type agricultural production followed (Central Bank, 1999). The economy has followed a course of instability that is defined by a vulnerability to a narrow range of export products, dynamic global market forces, and a heavy reliance on imports for consumption. At the time of independence, sugar had returned to prominence, accounting for 63% of total exports, but rapidly plummeting market prices resulted in lower export earnings and a profound economic crisis (Shoman, 1994). The predominance of sugar and citrus exports suggests an extremely narrow and vulnerable economic base (Barnett, 1999); the Belizean economy has remained vulnerable since that time, due in part to rising import prices and declining prices for its export products.

The exportation of agricultural products remains an important component of the Belizean economy. Domestic exports declined from a peak of BZ$420 million in 2000 due in part to falling prices, but have partly recovered because of hefty increases in the production of citrus products, marine products, and bananas. The value of citrus products exports comprised more than one-fourth of total domestic exports in 2005. Exports of cane sugar and bananas have fluctuated in recent years, but their respective contributions to total exports have been remained between 12% and 17%. Marine products have historically played an important role in Belize’s export base, but mushroomed to nearly 29% of exports in 2003 with additional investments in aquaculture, or the farmed production of seafood species such as shrimp and fish. Table 1 presents historic data for major domestic exports from 2000 to 2005.

Despite significant increases in production and exportation, particularly in citrus and shrimp production, the value of domestic exports in Belize has remained mostly flat because of declining market prices. Exports of marine products have nearly tripled from 3.2 to 9.2 tonnes from 2000 to 2005, but average market prices have fallen by nearly 60% over that period (see Figure 1); the decline is primarily driven by world shrimp prices that have fallen by more than half, while lobster and conch prices have risen. Prices of grapefruit and orange concentrate followed a similar downward trend, but in 2005 rebounded slightly. Papaya production is a relatively nascent industry in Belize, and production tripled between 2000 and 2005; prices, however, have followed a downward trend similar to that of citrus products (see Figure 2). Since 2000 banana prices have fallen by 35%. Prices of sugar exports have been less erratic due in part to preferential trade agreements that guarantee the industry above-market prices for its products.

Perhaps one of the most significant developments in the Belizean economy since independence has been the growth of the tourism sector, which originally had its roots in small-scale, adventure or nature-based recreation activities. Belize is particularly well endowed with tourism resources, including the second-largest barrier reef system in the world, numerous limestone caves, and tropical rainforests. The barrier reef was one of the earliest attractions, and the islands of Ambergris Caye and Caye Caulker have hosted visitors for snorkeling, underwater diving, and other water sports enthusiasts for decades. Significant resort and hotel development in the town of San Pedro has made it the country’s largest tourist destination, and more recently, a destination for foreign retirees and migrant expatriates. Tourism has expanded rapidly in recent years in the Cayo District, particularly near the twin towns of San Ignacio and Santa Elena, where tropical rainforest walks, medicinal plant trails, Mayan archaeological sites, and limestone cave tours entice adventure-seekers traveling between Guatemala and the Caribbean coast. National parks and protected areas such as Blue Hole National Park and Cockscomb Basin Wildlife Sanctuary attract wildlife viewers and bird watchers hoping to spot elusive jaguars or keel-billed toucans.

Average annual growth in overnight visitors was more than 4% from 1999 to 2005, although growth has slowed since a peak of 10.6% in 2003 (Belize Tourism Board, 2006). More than half of overnight tourists (61.7%) come from the USA (see Table 2), where nearly all international air passenger service to Belize originates. The second most important region of origin for tourists in Belize is Europe, which constitutes 14.1% of visitors. The number and share of Mexican tourists has sharply declined overall in the last decade.

Tourism is the single largest contributor to GDP and the largest source of foreign exchange earnings for Belize. In 2005, tourist expenditures reached nearly BZ$350 million dollars, which equates to nearly 16% of GDP (see Table 3). The escalation in the numbers of tour operators and registered guides has outpaced the growth in arrivals, but given the continued increase in tourist spending, this may be due to changes in the type of tourist and the preferred recreation activities. The popularity of cave tours in the Cayo district has flourished, and because of the risks to personal safety and fragile artifacts, many of these sites require booked tours with certified tour operators.


The continued success of the industry is evidenced by hotel occupancy and revenue data (see Table 4). Hotel capacity has increased with the growth in tourist arrivals, and hotel occupancy rates and revenues have increased generally during recent years. Hotel revenues dipped in 2002 despite increased tourist arrivals, but recovered in 2003. For the 1998-2005 period, growth in hotel revenues has considerably outpaced growth in tourist arrivals. Average hotel revenue per tourist visitor has risen significantly (nearly 75% since 1998), suggesting an increase in the proportion of high-end tourists and a willingness to pay higher prices for the amenities and activities on offer in Belize. Average revenue per hotel has increased by nearly as much (72% since 1998), suggesting rising profits for property owners. These data depict a dynamic industry that has matured far beyond the image of budget backpacker destination with which Belize has long been associated.

Growth in the tourism sector escalated in recent years, primarily because of the upsurge in arrivals of cruise ship passengers, which increased more than six-fold in 2002 to nearly 320,000, and reached over 850,000 in 2004 (see Table 5). The expansion and promotion of cruise ship tourism has been controversial—although it has increased the country’s visibility among international tourists, its economic impact has been lackluster. The average expenditure for cruise ship visitors is US$45.00, approximately 57% below the average level for the Caribbean region (Belize Tourism Policy, 2005). There is a general concern that the expansion of cruise ship tourism may threaten the early ecotourism niche that originally brought notoriety to the Belize as a travel destination as well as the fragile coral reef ecosystem on which much of the country’s tourism depends.


In the very year of the 25th anniversary of independence, all eyes are on the oil wells in Spanish Lookout in northwest Cayo District. This recent twist on the development of the Belizean economy is set against the backdrop of soaring oil prices and great instability in the Middle East. Truckloads of sweet crude oil are being pumped from the rich tropical soil from wells in Spanish Lookout, and are shipped off to the USA for refining. Previously, despite the granting of numerous licenses for petroleum exploration over several decades (Peedle, 1999), only dry wells were found. Petroleum deposits of commercial quantity had not been found until Belize Natural Energy, Limited (BNE) began pumping oil in July, 2005. As of mid-year 2006, the Irish-backed investment group and its partner, CHx Limited Liability Company, were producing nearly 3,000 barrels a day in the region; although optimistic forecasts predict higher production levels, seismic tests suggest that oil deposits in Belize may be smaller than those of neighboring countries (Economic and Financial Update, 2006). The oil is of exceptional quality—while API gravity ratings average 15-25º for oil from surrounding countries, the sweet, light crude coming out of Belize is 40º (by comparison, refined diesel is just 42º API) (Leahy, 2006).


The agreement with BNE is a royalty-tax arrangement, which is viewed by oil companies as more attractive than a production sharing contract since it does not commit the contractor to a share of production in advance in order to recover the cost (Colombia Trade News, 2006). There is much skepticism about the potential contribution of oil to the development of the economy. A string of corruption scandals have left the general public somewhat jaded about the likelihood of an equitable distribution of the wealth generated by the country’s natural resources, especially oil (Romero, 2006). Much of the cynicism about the government’s ability to manage the process has stemmed from its agreement to royalties of 7.5%, far below the world average for crude oil. The low royalty was designed to encourage speculation, but is now viewed by many as a giveaway. The realization seems to have resonated with the national government, which is currently embroiled in a revenue-sharing dispute with BNE; recent proposals to impose a 40% sales tax have been met with threats from BNE to pull out altogether.


In hopes to curry good favor amongst Belizeans, BNE had already pledged 1% of revenues to an environmental protection fund. Unfortunately, the recent addition of crude oil to Belize’s export offerings has been accomplished with a similar level of legal and contractual instability and low returns that have been associated with other economic developments, such as privatization of public assets. Along with several other foreign-owned sectors of the economy, the petroleum example supports the notion of an ongoing trend that Belizeans are too frequently denied fair returns for their own resources. The economic impact of this development is yet to be realized. Meanwhile, a legal challenge by the Sarstoon Temash Institute for Indigenous Management (SATIIM) has slowed down the efforts by Texas-based US Capital Energy, Ltd. to explore for petroleum deposits in the Toledo District, in Belize’s second-largest national park. The potential effects to the fragile ecosystems of the area as well as the land rights of the Maya and Garifuna people of the region have raised international concern (Global Response, 2006; SATIIM, 2006).

GDP growth before the turn of the century was impressive—the average GDP growth rate between 1997 and 2003 was 7.2% (Trade Policy Review, 2004). Domestic savings began a sharp decline while public debt mounted to record levels, which raised concerns among financial institutions and commercial creditors about the economy’s vulnerability and resistance to shocks. Compelled by the IMF and USAID as early as the 1980s, the government embarked upon a structural adjustment program, which included the privatization of many public assets, trade liberalization, and the promotion of foreign investment. Unfortunately, some of the adjustment provisions had unintended consequences and have left the economy with great uncertainty in the country’s 25th year of independence. By 2004, the government had completed its privatization program, which included the sale of the port authority, airport, printery, telecommunications, electricity, and water services sectors (Trade Policy Review, 2004). Privatization of public assets is intended to reduce the role of government promoting market competition, but the small size of Belize’s population and the scale of the economy make competition somewhat infeasible. In effect, privatization has transferred control of public assets from government to a few investors (many of whom are foreign) whose objectives are to generate profits for shareholders rather than to protect public interests. The end result is that some of the most basic infrastructure needs have been traded to firms with significant monopoly power; the effects of monopolies are known to include price exploitation, inefficient production levels, and inferior quality of services due to a lack of incentive to innovate (Sharp et al., 2004). Although privatization proceeds were significant (3.5% and 2.5% of GDP in fiscal years 2000-01 and 2002-03 alone) (IMF, 2005), their contributions to fiscal improvements are not apparent in 2006; they seem to have been diluted amid soaring public debt, an increasing trade imbalance, and mounting financial losses from negligence at the Social Security Board and the DFC.
ECONOMIC DEVELOPMENT

Development is defined generally as an increase in the well-being of residents—a worthwhile objective, but a difficult concept to quantify or measure (Yarbrough and Yarbrough, 2003). Economic development has been traditionally measured by growth in per-capita gross domestic product (GDP) or gross national product (GNP), both of which represent the market value of output or all of the goods and services produced within a given period of time. GDP is often criticized for its weaknesses as an indicator of development, in that it primarily measures total output, but ignores levels of informal economic activity, environmental damages, the distribution of income, and quality of life issues (e.g., crime, health, and mortality rates) (Yarbrough and Yarbrough, 2003). However, it has the advantage of being measured widely and frequently throughout the world, which facilitates the global monitoring and analysis of economic development within and between countries and regions.

GDP in Belize has grown at an average rate of 5.9% between 1990 and 2004. The growth rate of GDP peaked near 12% in the early 1990s (due primarily to growth in the services sector, mostly tourism) and again at the turn of the century (due primarily to the expansion of aquaculture production in the fisheries sector, and continued growth in the manufacturing of food products and in the construction sector). Declining activity in the forestry and textiles sectors contributed to very low GDP growth in the mid-1990s. Figure 3 presents GDP growth rates for this period and illustrates the sporadic path of economic growth in Belize.

Figure 4 illustrates the changes in the composition of GDP in Belize since independence. The contributions of both primary activities (e.g., agriculture, forestry, and fishing) and secondary activities (e.g., manufacturing, energy, and construction) have fallen from nearly 30% of GDP to roughly half that level in 25 years, while the contribution of tertiary activities (e.g., retail trade, hotels, restaurants, and business services) has increased from approximately 45% to over 60% of GDP. These trends reflect in part the declining importance of forestry and manufacturing, and the steady growth in retail trade and tourism.


The calculation of real GDP removes the effects of price changes by holding prices constant at some base year in order to highlight only the effects of changes in production. Real GDP is presented below in Table 6 for the period 1998-2004, based on prices in the year 2000. Of particular note is the rapid expansion of the fisheries sector—its contribution to GDP more than doubled in 2003, primarily because of investment in aquaculture. Tourism is considered to be the largest single contributor to GDP at approximately 18% (Belize Tourism Board, 2006), but given the unique characteristics of the sector, it is not identifiable as an industry from these data; rather, it is obscured across the trade and repairs, hotels and restaurants, and transport industries.


Per-capita GDP in 2004 was $7,329 (Central Bank, 2005), but this statistic should not be misconstrued as an indicator of household income, since national income is not distributed equally. As mentioned previously, this statistic fails to account for the distribution of income. Despite reasonably healthy economic growth rates since independence, significant portions of the Belizean populace live in poverty. The 2002 Poverty Assessment Report (PAR) was based in part on a Living Standards Measurement Survey of Belizean households conducted that year. Table 7 presents some poverty statistics by district. The report reveals that more than one third (33.5%) of Belizeans have a standard of living that falls below the poverty line, and more than 10% are classified as indigent. The indigent line is defined as the minimum cost of food required for healthy existence; the poverty line incorporates non-food expenses such as housing and clothing. Poverty rates are highest for the Toledo (79.0%), Orange Walk (34.9%), and Stann Creek (34.8%) Districts, and are higher for rural areas (44.2%) than for urban areas (23.7%). The poverty gap measures the disparity between poor households and the poverty line, and is an estimate of the minimum cost of eliminating poverty; the national poverty gap is 11.1%, but the estimate for the Toledo District (44.4%) is four times the national average (PAR, 2002). The Gini index measures the distribution of income across the population; index values vary between 0.0 (representing equal distribution, where income for every household is equal to per-capita income) and 1.0 (representing unequal distribution, where one individual receives all of the income) (Yarbrough and Yarbrough, 2003). District-level estimates of the Gini index indicate that income is distributed least equitably in the Belize District (PAR, 2002).

Belize is considered to be a developing country, but the great disparity among developing countries is obfuscated by this classification. The World Bank classifies countries into four groups, based on per-capita gross national income (GNI, expressed in US dollars) calculated using the Atlas method
. The country classifications are low income ($875 or less), lower-middle income ($876 - $3,465), upper-middle income ($3,466 - $10,725), and high income ($10,726 and higher) (World Bank, 2006). Per-capita GNI for Belize in 2004 was US$3,940, which places the country on the low end of the upper-middle income group.

The Human Development Index (HDI) expands upon the weaknesses of per-capita GDP and GNI (or GNP) as indicators of development by incorporating additional measures of well-being. The HDI is based on the model of three dimensions of human development: longevity, knowledge, and standard of living (UNDP, 2005). Longevity is measured by life expectancy at birth, which is intended to represent the extent to which a country’s population lives long and healthy lives. Knowledge is measured by both the adult literacy rate and the combined gross enrollment ratio for primary, secondary, and tertiary schools. Standard of living is measured by per capita GDP, adjusted for purchasing power parity, or price differences between nations. The HDI is calculated for 177 countries, including 175 U.N. member nations plus Hong Kong and the Palestinian Territory. HDI values may range between 0 and 1; higher indices represent higher levels of human development.

The 2003 HDI for Belize is 0.753, which places the country 91st out of 177 countries, and just below the world median of 0.755. The 2003 HDI represents a decline from the 2000 calculation of 0.776 (rank of 47 out of 117 countries). Belize ranks below the regional average for Latin American and Caribbean states (0.797) but well above the average for all developing countries (0.694). Belize’s rank as low among its regional peers but high among all developing countries is consistent throughout all of the HDI dimensions, as illustrated in Table 8.

The HDI for Belize has been measured on five-year intervals since 1980, and an analysis of historical data yields some insight into the overall trend of human development. Although the HDI for Belize rose continually between 1980 and 2000, it fell in 2003, and its ranking among other countries has declined generally since 1980, as illustrated below in Table 9.

Despite the recent slip in the HDI for Belize and its rank among countries, there has been considerable progress in specific development objectives, including increasing life expectancy and decreasing birth rates. As compared to the early 1970s, Belizeans are living longer, child mortality rates are lower, and fertility rates have dropped dramatically (see Table 10).

Economic development in Belize is constrained by high debt and decreases in aid, as illustrated below in Table 11. Official development assistance (primarily loans and grants) fell from 7.4% of GDP in 1990 to 1.2% in 2003, but still exceeds the average for peer nations in the Latin American and Caribbean region (0.8%). Net direct foreign investment decreased slightly to 4.0% of GDP, but still remains quite high relative to regional peers (2.1%). Of greater concern is national debt—debt service rose sharply from 4.9% of GDP in 1990 to 13.6% in 2003. Debt service remains much higher than debt service levels of regional peer nations (8.6% of GDP) and for all developing countries (4.7% of GDP), and in 2003 it reached nearly one-fourth the level of exports. High levels of debt severely restrict economic development, as debt service consumes greater portions of national income, leaving less for the provision of essential social services such as education and health care.
OPPORTUNITIES AND THREATS IN THE NEXT 25 YEARS

As Belize marks its first quarter-century of independence, great uncertainty about economic development abounds. The elements of this uncertainty bring into question the very meaning of independence—although the nation is politically and administratively independent of its former colonial power, its present economic situation can be characterized by a kind of dependency that is not entirely different from colonialism. In 2006, public debt owed to foreign and commercial creditors hovers around US$1 billion—roughly the equivalent of annual GDP. With the USA as destination for over 50% of Belizean exports and the source for roughly 38% of imports (CSO, 2006), the economy is highly vulnerable to market shocks that may affect the value of the US dollar or trade with that country. The preferential trade agreements that have buoyed the country’s export-based economy are beginning to erode because of globalization and international rules of trade, and the small scale of agricultural production in Belize is unlikely to be competitive under world market prices. The value of the Belizean dollar, pegged at a rate of 2:1 to the US dollar since 1976, has been increasingly difficult to maintain as international reserves are drained to service public debt; by year-end 2006, reserves are forecast to be only about BZ$86 million, enough to cover only one month’s worth of imports (Economic and Financial Update, 2006).

While numerous challenges lie ahead, three significant concerns threaten the economic development of Belize as the nation looks toward its next 25 years. Trade liberalization, access to capital, and global environmental change pose significant risks to the financial and economic outlook for Belize. The approach in response to these risks will determine whether or not they are realized as opportunities or threats.

Trade Liberalization


The development of exports throughout most of Belize’s history has been based on preferential trade agreements for sugar, citrus products, and bananas, which guarantee above-market prices for export to various countries, including the USA, the U.K., and the European Union (EU). Belize is ranked among the most vulnerable middle-income countries in terms of vulnerability to trade because of expected erosion of preferential market access (IMF, 2005). The EU’s banana and sugar agreements with African-Caribbean-Pacific (ACP) countries (to which Belize belongs) were challenged with the World Trade Organization, and reductions of these agreements are expected to begin in 2006. Regional trade agreements such as the North American Free Trade Agreement (NAFTA) and the Central American Free Trade Agreement (CAFTA) have added pressures to the erosion of these special agreements. Because of economies of scale, it is highly unlikely that Belize could be competitive in many of its export markets if world market prices were to prevail. Belize’s trade position is made even more precarious by its product concentration ratio (citrus, shrimp, and sugar comprise nearly 60% of exports) and its destination concentration ratio (exports to the U.S.A, U.K., and European Union comprise over 85% of exports), which leave the country highly vulnerable to market shocks (IMF, 2005). Smaller, burgeoning export sectors such as papayas may offset some of the losses from trade liberalization. Unlike many other export products, the value of papaya exports has escalated; growth in export revenues averaged more than 28 per cent between 2001 and 2005 (CSO, 2006).

As a small, open economy, Belize faces many obstacles in the game of international trade. Its neighboring countries in Central America produce many of the same export products, but at a far lower cost. Without the security of the preferential trade agreements, Belize has few choices other than economic integration. As a former British colony, Belize is more closely aligned with the English-speaking island nations of the Caribbean Community (CARICOM), and has chosen to integrate with these partners rather than its Central American neighbors. Belize joined the membership of the Caribbean Community and Common Market on 1 May 1974 (Trade Policy Review, 2004). In 1989, CARICOM agreed to establish the Caribbean Single Market and Economy (CSME), which took effect 1 January 2006. The CSME allows for the free trade (without tariffs or duties) of goods and services and the free movement of capital and labor between CARICOM nations—in this way, it represents a higher level of economic integration than NAFTA or CAFTA, which only provides for free trade of goods and services. The CSME presents a potentially significant economic opportunity for Belize in terms of new export markets and sources of foreign investment. A potential threat lies with the fact that many CARICOM nations produce a similar palette of products (e.g., sugar, bananas), which may limit the potential for gains from integration. In 2005, exports to CARICOM nations amounted to just 11% of total exports; imports from CARICOM were only 2.3% of total imports (CSO, 2006). Furthermore, the CSME and bilateral and multilateral trade agreements are likely to reduce import tariff revenues, which have traditionally been an important source of revenue. Additional concerns surround the possible employment effects, since CARICOM nationals are permitted to pursue jobs in Belize under the CSME.

Given the threat of eroding preferential trade agreements for agricultural exports, opportunities for continued economic development in Belize lie mainly in the growth of the tourism sector and in niche markets such as organic produce. However, given its foundation in natural resources-based recreation activities, the tourism sector is extremely vulnerable to future climate change, and this vulnerability necessitates a strategy for diversification of tourism products. Green & Black’s USA, Ltd., a unit of British-based Cadbury Schweppes, produces an organic chocolate bar under the Maya Gold label and buys all the organic cacao produced the Toledo District, guaranteeing farmers a minimum price for their produce and supporting a range of social projects and agricultural extension programs (Purvis, 2006). Demand for organic chocolate products is increasing rapidly: industry revenue in the USA alone is presently about US$70 million and is growing at 40 per cent annually (Olivari, 2006). Organic chocolate is made from cacao produced without herbicides and pesticides, and the market for these products helps to sustain environmental quality as well as the livelihood of some of Belize’s poorest rural communities. Similar opportunities for development of new niche export markets exist with organic honey, garlic, and fruits, where global production cannot keep pace with growing demand. Worldwide demand for organic products is increasing at approximately 20 per cent annually, outstripping growth in supply, which is about 10 to 15 per cent (Austrade, 2006). The potential for export expansion is significant: consumers in Japan spend over US$3 billion annually for organic products; sales in the USA are about US$7 billion. The UK imports roughly 70 per cent of its US$450 million organic product consumption; Taiwan, already an important economic partner to Belize, imports 100 per cent of its organic products, and Canada imports 80 per cent (Lohr, 2001).
Access to Capital


In 2006, Belize faces an unprecedented economic and financial crisis that will severely limit its access to capital for years into the future. Declining export prices, unsustainable debt levels, rising energy and fuel costs, and gross fiscal mismanagement have led to a declining confidence in government among citizens and international and commercial creditors. Despite moderate economic growth, the budget and current account deficits have remained at unsustainable levels, and the stock of public debt has swelled to about the size of annual GDP. Credit rating agencies have downgraded Belize credit to the lowest ratings given—Standard & Poor’s Rating Service affirmed its CCC- rating for foreign currency and C rating for short-term credit in 2006 because of doubts of the ability of the government to service its debt obligations (S&P, 2006). The ratings report warns that the risk of default is “extremely high,” which has brought into question the country’s credibility for prudent fiscal management and severely limited prospects for access to capital.

Government policies to promote the housing sector through the DFC largely failed; loan defaults and questionable governance forced the government to assume more than BZ$400 million in loans, and this resulted in a tripling of public debt between 1999 and 2004 (IMF, 2005). The stock of public sector debt was over US$1,056 in 2005, approximately 95% of GDP; the figure is forecast to rise to US$1,096 in 2006, and given the slower growth expected for 2006, debt will likely outstrip GDP for the year. More than half of public debt is owed to private sector creditors (Economic and Financial Update, 2006), which are frequently less flexible than bilateral and multilateral lenders. For Belize, nearly one third of current external receipts are consumed by debt service; this ratio, along with the ratio of debt to GDP, is the highest among Caribbean and Central American nations. The government’s approach to the debt crisis has been to pursue frequent refinancing and restructuring measures, which have led to a rise in the costs of borrowing. The effective weighted-average interest rate on public debt in 2006 was 11.25% (Economic and Financial Update, 2006), and interest on public debt rose from its previously stable level of 2% of GDP in 2000 to 6.5% in fiscal year 2005-06 (Glenday and Shukla, 2006).

The fiscal and current account deficits have been strained further by costs of past hurricane damages and sharp increases in fuel and energy costs. The current account deficit has expanded from 3.8% of GDP in 1994 to an average of about 20% of GDP during the 2000-2005 period (Economic and Financial Update, 2006). Belize is highly vulnerable to oil price shocks; imports of fuels and lubricants represented about 10% of GDP in 2005 (CSO, 2006). Rising oil prices increased the cost of imports by about BZ$100 million in 2005 (Economic and Financial Update, 2006); given the political and economic instability in the Middle East, oil prices are expected to increase through 2006 and beyond.

Complicating financial matters is a long string of alleged corruption and political scandals that have tarnished the nation’s international reputation. Like a cruel birthday gift to Belizeans, the 25th year of independence has been riddled with revelations of financial negligence at the DFC and the SSB, and a sense of powerlessness pervades the populace as millions of dollars seep through the cracks of a weak and neglectful financial regulatory system. Nonperforming loans at the DFC reached 47% in 2005 and its asset base continues to deteriorate, placing a heavy burden on the already stressed public sector. The SSB has been investigated twice in recent years for its questionable investments and the misappropriation of assets of the Social Security Fund, and in 2005 a Senate Select Committee  (2006) handed down a harsh review of its findings that included recommendations to terminate several SSB positions and enact legislative reform.

Corruption is defined as the misuse of entrusted power for private gain (Transparency International, 2006). It constitutes a major obstacle to democracy, it hinders the development of fair economic markets, and it distorts competition and the rule of law. Furthermore, it has been shown to undermine people’s trust in government, institutions, and political leadership. The Corruption Perceptions Index (CPI) measures perceived levels of corruption for over 150 countries as determined by expert assessment and opinion surveys of business people and country analysts. The CPI ranges between a score of 10 (highly clean) to 0 (highly corrupt). The 2005 CPI score for Belize was 3.7 (rank of 62 out of 158 countries), a decline from the 2004 and 2003 scores (the only years the index has been calculated for Belize). CPI scores and rankings for Belize are presented below in Table 12. While the measurement of corruption is somewhat subjective, implications of the declining index, coupled with other economic, financial, and governance problems, have diminished Belize’s credibility among international interests.

The government began a contractionary economic program in late 2005 that aimed to increase revenues, reduce public expenditures, and bolster international reserves. The regressive general sales tax (GST) was introduced in July 2006, and places a 10% tax on most items, including food and clothing; in general such taxes most significantly impact the poor.

Global Environmental Change


Global environmental change has emerged as one of the most important international concerns since the dawn of the 21st century. The Intergovernmental Panel on Climate Change (IPCC) uses ‘climate change’ as a general term associated with rising global temperatures, rising sea levels, and an increase in the frequency and intensity of extreme weather events such as tropical cyclones (2001). As a low-lying nation facing the Caribbean Sea, Belize is particularly vulnerable to tropical cyclones or hurricanes that form in the Atlantic Ocean. The hurricane seasons of 2000-2002 brought flooding and wind damage that severely affected the agriculture and tourism sectors, and reconstruction costs reached over BZ$50 million (IMF, 2005).

Belize is considered a small island developing state (SIDS) because of its low-lying coast, its coastal communities, and its open vulnerable economy (UNDESA, 2005; NAR, 2003). Small island states are considered “extremely vulnerable” to climate change and rising sea levels from an economic, social, and physical perspective (IPCC, 1997). As a small, open economy, Belize depends on imports for many basic goods and relies heavily on tourism for foreign-exchange earnings to meet the demand for imported goods. Because of its small size, land resources are constrained. SIDS are often already at risk from other environmental hazards such as flooding, tropical storms, and deforestation; the effects of climate change are expected to exacerbate these risks and introduce new ones (Tompkins, 2005).


Coral reefs are particularly vulnerable to changes in sea surface temperatures. The IPCC (1997) notes that the reefs of the Caribbean Sea already live near their thresholds of temperature tolerance. Higher seawater temperatures impair reproductive functions and lead to increased mortality. The adaptive capacity of mangroves is expected to be reduced as well. Coral reefs and mangroves in some areas are already stressed by factors such as pollution and coastal development, and climate change is expected to exacerbate those stresses (IPCC, 1997). Coral mortality, or “bleaching,” from climate change threatens the future of the tourism industry, which depends heavily on the barrier reef system as a tourist attraction.


A recent study by the UN Food and Agriculture Organization (FAO) predicts that developing countries will experience an 11% decrease in the amount of cultivable land and an associated decline in agricultural production because of climate change, and the most significant declines are anticipated for sub-tropical regions, including Central America (2005). The FAO also includes the spread and emergence of diseases in livestock and plant pests among the impacts of climate change. These findings have significant implications for the narrow range of agricultural products on which the Belizean economy depends.


Climate scientists warn that the main hurricane problem facing that country is the rapidly expanding concentration of population and wealth in vulnerable coastal regions (Emanuel et al., 2006). Indeed, coastal populations in Belize have outpaced the national rate (IPCC, 1997). The risks of climate change pose an urgent need for leaders of government and industry to evaluate building practices, land use, insurance, and disaster relief policies that have served to exacerbate vulnerability to hurricanes. This problem implies serious threats for Belize, particularly the tourism sector, much of which is concentrated on a few offshore cayes and along the mainland coast. Rising sea levels and increased storm activity are expected to lead to increased erosion in coastal areas and possible loss of land area for many islands.

The problems of climate change cannot be ignored—their impacts are profound and ubiquitous. Economic diversification to adaptive crops and less vulnerable industries could partly shield against the anticipated costs of climate impacts. Construction of sea walls and the restoration of natural defenses such as mangroves have been suggested as viable physical adaptation measures.
CONCLUSION


The development of Belize’s economy prior to and since its political independence from colonialism can be characterized by many success, including higher national income, improved access to education, longer life expectancy, and the emergence of several new industries in response to market changes. The development of public infrastructure such as highways and telecommunications systems has facilitated gains to commerce, education, and economic opportunities. While there have been numerous obstacles in the path of development, most have been overcome either by resilience or innovation.

However, in the few years prior to the 25th anniversary of independence, a combination of political and economic circumstances have saddled Belize with a range of unprecedented challenges that unfortunately must be confronted with concerted effort because of their interrelated nature. Unsustainably high stocks of public debt along with a severely deteriorating trade imbalance put enormous pressures on international reserves, which have already been depleted to minimal levels; declining import prices and rising energy costs intensify those pressures.


Three particular challenges offer potential opportunities, but may threaten the country’s economic security if they are not addressed comprehensively. First, trade liberalization and the certain erosion of the preferential agreements that have sustained the economy for decades will almost surely bring about changes in the composition of the economy, but opportunities such as the CSME may very well open new export markets and strengthen regional integration with CARICOM nations. Second, access to capital is essential for future development, and the scope of the public debt problems along with concerns of fiscal mismanagement have already degraded the country’s financial credibility; a transparent restructuring of debt and a renewed commitment to good governance could potentially recover some of the lost integrity and restore some confidence in public officials. Finally, the dynamic issues related to global environmental change are worldwide in scope, and given Belize’s size, mitigation of the effects of a changing climate is not a viable concern for the country. However, a comprehensive adaptation strategy could ease some of the more disastrous economic impacts, and the development of international carbon markets could present a new opportunity for strategic economic gain.

In conclusion, the 25th anniversary of independence is a cause for celebration on many fronts, but it is a time for serious reflection about the economic uncertainties that will likely determine the path of development in the coming 25 years.
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Table 1: Major domestic exports, 2000-2005 (millions of Belize dollars)

	Export Product
	2000
	2001
	2002
	2003
	2004
	2005

	Bananas
	
	
	
	
	
	

	Tonnes
	63.73
	50.14
	41.83
	73.02
	79.43
	76.08

	Value
	$65.82
	$42.80
	$33.50
	$52.58
	$52.99
	$51.08

	Price per unit
	$1.03
	$0.85
	$0.80
	$0.72
	$0.67
	$0.67

	Garments
	
	
	
	
	
	

	Tonnes
	1.7
	1.38
	1.42
	1.44
	1.77
	1.57

	Value
	$39.58
	$31.01
	$30.44
	$30.91
	$37.10
	$34.56

	Price per unit
	$23.28
	$22.47
	$21.44
	$21.47
	$20.96
	$22.01

	Grapefruit concentrate
	
	
	
	
	
	

	Millions of gallons
	0.89
	0.81
	0.73
	0.77
	1.81
	1.24

	Value
	$13.41
	$15.70
	$13.95
	$12.52
	$23.82
	$19.31

	Price per unit
	$15.07
	$19.38
	$19.11
	$16.26
	$13.16
	$15.57

	Marine products
	
	
	
	
	
	

	Tonnes
	3.18
	4.07
	3.33
	7.74
	8.34
	9.25

	Value
	$70.44
	$66.42
	$70.36
	$110.16
	$107.33
	$85.74

	Price per unit
	$22.15
	$16.32
	$21.13
	$14.23
	$12.87
	$9.27

	Orange concentrate
	
	
	
	
	
	

	Millions of gallons
	5.45
	4.9
	3.62
	4.92
	6.45
	8.4

	Value
	$95.25
	$68.85
	$53.49
	$66.24
	$55.49
	$87.81

	Price per unit
	$17.48
	$14.05
	$14.78
	$13.46
	$8.60
	$10.45

	Papayas
	
	
	
	
	
	

	Tonnes
	5.2
	6.25
	11.1
	16.57
	25.22
	17.14

	Value
	$11.45
	$10.26
	$15.51
	$16.75
	$22.82
	$26.87

	Price per unit
	$2.20
	$1.64
	$1.40
	$1.01
	$0.90
	$1.57

	Sugar
	
	
	
	
	
	

	Tonne
	109.33
	95.51
	104.94
	100.15
	113.93
	79.47

	Value
	$74.39
	$59.37
	$65.98
	$73.75
	$81.53
	$69.9

	Price per unit
	$0.68
	$0.62
	$0.63
	$0.74
	$0.72
	$0.88

	Other
	
	
	
	
	
	

	Value
	$50.43
	$31.03
	$33.44
	$21.73
	$29.04
	$39.2

	
	
	
	
	
	
	

	TOTAL
	$ 420.78
	$ 325.45
	$ 316.67
	$ 381.41
	$ 410.13
	$ 413.27


Source: CSO, 2006

Table 2: Arrivals of overnight tourists by nation of origin, 1998-2005

	Nationality
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	USA
	87,991 
	92,695 
	104,717 
	106,292 
	104,603 
	127,288 
	137,376
	145,977

	Europe 
	25,638 
	24,746 
	27,674 
	29,115 
	29,115 
	33,530 
	32,770
	33,466

	Canada 
	9,416 
	8,430 
	9,205 
	9,492 
	9,185 
	9,831 
	11,925
	13,580

	Belizeans living abroad 
	13,104 
	14,545 
	14,106 
	12,999 
	11,896 
	7,799 
	7,698
	7,705

	Guatemala 
	9,631 
	12,162 
	17,313 
	15,652 
	21,184 
	17,632 
	15,949
	13,907

	Mexico
	8,877 
	8,258 
	8,688 
	7,739 
	8,413 
	6,312 
	6,851
	5,893

	Other 
	21,397 
	19,959 
	14,062 
	14,045 
	15,126 
	18,182 
	18,272
	16,045

	   TOTAL
	176,054 
	180,795 
	195,766 
	195,955 
	199,521 
	220,574 
	230,832
	236,573

	Annual Change 
	  
	2.7% 
	8.3%
	0.1%
	1.8%
	10.6%
	4.7%
	2.5%


Source: Belize Tourism Board

Table 3: Economic impact of tourism in Belize, 1998-2005

	
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Tourist expenditures (BZ$ millions)
	216.6
	222.9 
	240.4 
	241.0 
	265.6 
	311.4 
	345.3
	349.4

	Tourist expenditures (% of GDP)
	15.7
	15.2 
	14.5 
	13.9 
	14.3 
	15.9 
	16.7
	15.8

	Tour Operators
	n.a.
	51 
	129 
	130 
	171 
	200 
	204
	209

	Tour guides
	n.a.
	706
	929
	907
	1,098
	1,005
	1,127
	1,113


Source: Belize Tourism Board

Table 4: Hotel data for Belize, 1998-2005

	Hotel Data
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Hotels 
	408 
	390 
	391 
	418 
	437 
	466 
	506
	557

	Rooms 
	3,921 
	3,963 
	4,106 
	4,463 
	4,705 
	5,050 
	5,151
	5,593

	Beds 
	6,617 
	6,810 
	7,045 
	7,187 
	7,902 
	8,166 
	8,722
	9,327

	Occupancy (%)
	29.9 
	31.4 
	41.7 
	44.8 
	40.1 
	41.3 
	40.7
	40.6

	Revenues (BZ$ millions) 
	$43.9 
	$49.5 
	$57.3 
	$66.7 
	$61.2 
	$78.9 
	$92.5
	$103.2

	Average revenue per visitor (BZ$)
	$249.36
	$273.79
	$292.70
	$340.38
	$306.73
	$357.70
	$400.72
	$436.23

	Average revenue per hotel (BZ$000)
	$ 107.6
	$126.9
	$146.5
	$159.6
	$140.0
	$169.3
	$182.8
	$185.3

	Employment
	2,203 
	2,570 
	2,769 
	2,934 
	3,074 
	3,447 
	3,770
	4,045


Source: Belize Tourism Board

Table 5: Tourist arrivals in Belize, 1998 – 2005.

	Visitor Category
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Leisure
	166,743
	172,292
	186,883
	185,705
	186,097
	207,930
	218,506
	224,772

	Business/official
	9,311
	8,503
	8,883
	10,250
	13,424
	12,644
	12,326
	11,801

	     Total, overnight
	176,054
	180,795
	195,766
	195,955
	199,521
	220,574
	230,832
	236,573

	Cruise/port
	14,183
	34,182
	58,201
	48,164
	319,890
	575,511
	851,842
	800,701

	     Total visitors
	190,237
	214,925 
	253,897 
	244,071 
	519,211 
	795,770 
	1,082,268 
	1,036,904


Source: Belize Tourism Board
Table 6: Real GDP (millions of Belize dollars, 2000 prices), 1998-2004

	Industry
	1998
	1999
	2000
	2001
	2002
	2003
	2004

	Agriculture & forestry
	165.1
	172.6
	181.6
	178.0
	183.9
	212.4
	237.6

	Fishing
	38.6
	50.0
	62.2
	64.9
	60.3
	126.9
	133.0

	Mining & quarrying
	6.8
	7.3
	9.0
	9.3
	8.8
	8.8
	9.3

	Manufacturing
	120.6
	128.2
	159.2
	158.1
	160.5
	159.8
	179.1

	Electricity & water supply
	47.7
	51.6
	58.5
	58.6
	60.2
	65.3
	64.3

	Construction
	51.1
	59.6
	82.8
	83.9
	87.0
	71.5
	74.7

	Trade & repairs
	222.5
	241.5
	270.5
	290.2
	301.8
	306.1
	305.0

	Hotels & restaurants
	47.2
	52.9
	58.5
	6.4
	68.0
	77.9
	90.0

	Transport & communications
	112.0
	125.3
	141.7
	152.9
	163.7
	177.0
	187.6

	Financial & intermediation
	68.3
	79.7
	103.7
	103.8
	131.1
	172.5
	178.8

	Real estate & business services
	91.7
	101.1
	98.2
	110.9
	121.7
	123.1
	129.4

	Community, social and personal services
	97.1
	99.1
	100.7
	102.2
	106.5
	110.6
	113.6

	Government services
	154.2
	155.0
	164.8
	174.4
	181.2
	191.4
	192.7

	Taxes, subsidies, and adjustments
	143.7
	158.0
	173.4
	187.9
	188.9
	187.6
	187.5

	GDP at market prices
	1,366.7
	1,481.9
	1,664.7
	1,741.5
	1,823.7
	1,990.9
	2,082.6


Source: CSO, 2005

Table 7: Poverty statistics by district (PAR, 2002).

	District
	Monthly Poverty Line
	Poverty Percent of Population (%)
	Indigent Percent of Population (%)
	Poverty Gap (%)
	Gini Index

	Corozal
	$192.32
	26.1
	6.2
	7.0
	0.4

	Orange Walk
	$178.82
	34.9
	7.1
	9.3
	0.2

	Belize
	$222.77
	24.8
	4.9
	6.2
	0.6

	Cayo
	$150.89
	27.4
	4.8
	6.6
	0.3

	Stann Creek
	$179.03
	34.8
	5.6
	8.6
	0.3

	Toledo
	$236.81
	79.0
	56.1
	44.4
	0.2

	National average
	n.a.
	33.5
	10.8
	11.1
	0.4


Source: Poverty Assessment Report, 2002.

Table 8: Human Development Index data for Belize and peer nations, 2003

	Human Development Indicators
	Belize
	Latin America & Caribbean
	All Developing Countries

	Human Development Index (HDI)
	0.753
	0.797
	0.694

	Life expectancy at birth (years)
	71.9
	71.9
	65.0

	Adult literacy rate (% for ages 15 and above)
	76.9
	89.6
	76.5

	Combined gross school enrollment ratio (%)
	77
	81
	63

	GDP per capita (PPP US$)
	6,950
	7,404
	4,359


Source: UNDP, 2005

Table 9: Human Development Index for Belize, trend analysis

	HDI for Belize
	1980
	1985
	1990
	1995
	2000
	2003

	Human Development Index
	0.707
	0.717
	0.747
	0.768
	0.779
	0.753

	Rank
	46
	47
	54
	52
	47
	91

	Total number of countries
	113
	121
	136
	145
	117
	177


Source: UNDP, 2005

Table 10: Human development indicators for Belize, trend analysis

	Human Development Indicators
	1970 – 1975
	2000-2005

	Life expectancy at birth (years)
	67.6
	71.9

	Infant mortality rate (per 1,000 live births)
	56
	33

	Under five mortality rate (per 1,000 live births)
	77
	39

	Total fertility rate (births per woman)
	6.3
	3.2


Source: UNDP, 2005

Table 11: Aid, investment, and debt, 1990 and 2003

	Aid, Investment, and Debt Data
	1990
	2003

	Official development assistance (as % of GDP)
	7.4
	1.2

	Net direct foreign investment inflows (% of GDP)
	4.2
	4.0

	Total debt service (% of GDP)
	4.9
	13.6

	Total debt service (% of exports)
	7.0
	24.9


Source: UNDP, 2005

Table 12: Corruption Perceptions Index for Belize, 2003-2005

	CPI for Belize
	2003
	2004
	2005

	Corruption Perceptions Index Score
	4.5
	3.8
	3.7

	Corruption Perceptions Index Rank
	46 out of 133
	60 out of 145
	62 out of 158


 Source: Transparency International, 2006
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Figure 1: Price per unit for citrus and marine product exports in Belize, 2000-2005 (CSO, 2006)
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Figure 2: Price per unit for papaya, banana, and sugar exports in Belize, 2000-2005 (CSO, 2006)
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Figure 3: GDP growth rates in Belize, 1991-2004 (CSO, 2005).
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Figure 4: Contributions to GDP, 1980 – 2004 (CSO, 2005).












































































� Gross national income (GNI, formerly gross national product) is calculated by the World Bank using its Atlas conversion factor, which accounts for exchange rate fluctuations in comparisons of national incomes (World Bank, 2006).





� See Michael Pisani’s essay that follows for a fuller description of the early days of logging.


� See McField’s description of the coral reef ecosystem.





