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I. Economic environment

(1) Introduction

1. Guyana is a low-middle income economy that relies heavily on international trade.  Imports exceed the value of GDP, and exports approach this level.  The economy is largely dependent on a few natural resources, such as sugar, gold, bauxite, and rice.  These products generate most foreign exchange earnings and have, directly and indirectly, a considerable impact on production and employment.  Guyana has been affected, in recent years, by a deterioration in its terms of trade, due to a declining trend in commodity prices.  Guyana depends considerably on preferential access to the markets of the European Union and the United States for exports of its traditional products.  Guyana faces serious competitiveness problems in these industries and needs to diversify its production and export base to face a possible future erosion of preferences.  It also needs to make efforts to increase the competitiveness of the traditional industries, and has already begun devising measures in this respect.

2. Guyana has been implementing a programme of structural reform since 1988, which includes trade liberalization, partly under the aegis of the Caribbean Community and Common Market (CARICOM) and partly as a result of autonomous measures.  A privatization process has also taken place, although, in some cases such as the bauxite industry, this process has not produced the expected results.  Growth rates are low and investment possibilities are limited by the large external debt and relatively high production costs.  Guyana reportedly has a large underground economy, but the process of structural reform is believed to have helped to shift some activities back to the formal sector in recent years.

3. Guyana has been conducting a relatively cautious monetary policy that has been successful in keeping inflation under control.  However, the fiscal accounts have been deteriorating in recent years, and the Central Government deficit reached 9.5% of GDP in 2001.  Since 2001, the Government has been applying corrective measures to reduce the deficit, including a reduction in expenditure and an improvement in tax collection, which were successful in lowering the deficit to some 6.8% of GDP in 2002.  Most public enterprises post surpluses, thus helping to finance the Central Government deficit.  In 2002, the surplus of these enterprises reached some 0.5% of GDP, and was mostly the result of an increase in revenue in the Guyana Sugar Corporation.

4. Guyana runs a traditionally large deficit in the current account of the balance-of-payments, which in 2002 represented 13.9% of GDP.  The economy is highly dependent on transfers from abroad, which contribute importantly to finance domestic consumption.  The external debt is large, amounting to almost twice the size of GDP.  Guyana participates in some debt-relief schemes:  it was declared eligible for the Heavily Indebted Poor Countries Initiative in 1999, and has benefited from debt relief thereafter.  Guyana is also benefiting from the International Monetary Fund's Poverty Reduction and Growth Facility (PRGF):  in 2002, the IMF approved a three-year credit under the PRGF for an amount equivalent to US$73 million.

(2) Recent Economic Developments

(i) Structure of the economy

5. Guyana is a sparsely populated developing country that remains heavily dependent upon the exportation of a narrow range of primary products.  Guyana became an independent country in 1966 and is a member of the Caribbean Community and Common Market (CARICOM).  It is geographically distinct from most other CARICOM member states, being just one of three members that are not islands.  Guyana is located on the northern coast of South America.  It is a relatively large country in geographic terms, with a land area of some 196,850 square kilometres (with an additional 18,120 square kilometres of territory on the sea), but most of its population and economic activity are located in a coastal plain that occupies 7.5% of the territory.  Its borders are with Brazil (1,119 kilometres), Suriname (600 kilometres), and Venezuela (743 kilometres).  Guyana's borders with its neighbours to the east and west are subject to dispute.

6. The traditional mainstays of Guyana's economy are sugar, rice, and bauxite.  Guyana is undergoing a major process of economic and political reform, with trade policy and economic diversification being key elements in the country's plans.  It has already enjoyed some success in developing other industries, notably gold, shrimp, and timber.  Policymakers hope to build significantly on these steps towards diversification and growth.

7. Guyana is highly dependent on trade (Table I.1).  Imports accounted for over 100% of gross domestic product prior to 1999, and exports approached this share.  While the overall participation of trade in GDP has fallen in recent years, that decline has been more notable for exports than for imports.  The result is a growing trade deficit that has exceeded 10% of GDP.

Table I.1

Guyana's merchandise trade balance and its share of the economy, 1993-02


1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

Imports (US$ million)
483.8
506.3
536.5
595.0
641.6
601.2
550.2
585.4
583.9
563.1

Exports (US$ million)
415.5
463.4
495.7
574.8
593.4
547.0
525.0
505.2
490.3
494.9

Balance (US$ million)
-68.3
-42.9
-40.8
-20.2
-48.2
-54.2
-25.2
-80.2
-93.6
-68.2

Imports (% of GDP)
123.9
110.9
101.3
102.0
101.5
100.5
92.8
98.2
97.2
91.1

Exports (% of GDP)
108.3
101.1
94.8
99.2
94.1
91.5
88.6
84.7
81.7
80.1

Balance (% of GDP)
-15.6
-9.8
-6.5
-2.8
-7.4
-9.0
-4.2
-13.5
-15.5
-11.0

Note:
Imports are c.i.f., exports f.o.b.  GDP is at factor cost.

Source: 
Data for 1993-01 calculated from Bank of Guyana (2002), Annual Report and Financial Statement of Accounts 2001, tables 8-V and 10-I; data for 2002 calculated from Bank of Guyana online information.

8. Even by comparison with other CARICOM member states, which are among the world's most open economies, Guyana is exceptional for its high level of reliance on the external sector.  Guyana is also notable among these states for having the highest share of its GDP devoted to agriculture, but the lowest shares in the region devoted to construction and other services such as wholesale and retail trade, and transport and communications.

9. Three traditional industries dominate Guyana's economy (Table I.2):  sugar, rice, and mining/quarrying collectively accounted for 31.5% of GDP in 1997, rising to a budgeted 34.5% in 2003.  The manufacturing sector remains small, and is actually declining as a share of the total economy.  The services sector (including construction) accounts for just under half of GDP, and has shown the clearest evidence of growth in the past five years.  The 2003 budgeted figures indicate that the services sector grew by 7.6% in real terms from 1997 to 2003.  During the same period, the rest of the economy declined in real terms by 4.5%.

10. As mentioned, sugar and rice dominate the traditional agricultural sector.  These two commodities are expected to account for nearly three quarters of agricultural production in 2003, and nearly one fourth of the total economy.  Together with bauxite, sugar and rice still comprise close to half of Guyana's exports. It is widely acknowledged that both sectors face competitive challenges.  In 1997 Guyana lost most of its preferential quota access for rice exports to the EU.  Combined with a deterioration in world prices, producer indebtedness, and bad weather, this loss has led to a sharp drop in Guyana's rice exports.  The sugar sector is sustained, in part, by the preferential treatment that Guyana receives in access to the markets of the EU, the United States, and CARICOM.

Table I.2

Gross domestic product at 1988 prices by industrial origin, 1997-03

(G$ million)


Raw values
Distribution


1997 Actual
1998 Actual
1999 Actual
2000 Actual
2001 Revised
2002 Revised
2003 Budget
1997 %
Share
2003 % Share

Agriculture
1,430
1,380
1,605
1,420
1,479
1,611
1,661
26.7
29.7

Sugar
854
790
994
846
880
1,024
1,053
15.9
20.8

Rice
210
209
225
180
199
177
183
3.9
3.6

Livestock
111
109
111
116
119
125
132
2.1
2.6

Other agriculture
255
272
275
278
281
285
293
4.8
5.8

Other primary or extractive
1,038
987
960
979
1,012
946
898
19.4
16.0

Mining & quarrying
628
645
591
626
652
607
564
11.7
10.1

Forestry
264
200
226
189
195
180
180
4.9
3.2

Fishing
146
142
143
164
165
159
154
2.7
2.8

Manufacturing
367
328
350
309
309
316
325
6.8
5.8

Services and other
2,525
2,574
2,511
2,645
2,674
2,665
2,717
47.1
48.5

Government
651
650
657
689
689
682
679
12.1
12.1

Transport & communication
453
439
448
480
506
529
545
8.5
9.7

Engineering & construction
450
471
424
452
461
443
463
8.4
8.3

Distribution
417
439
404
425
427
423
433
7.8
7.7

Financial services
285
294
300
309
293
290
295
5.3
5.3

Rent & dwellings
88
93
87
92
94
94
96
1.6
1.7

Other services
181
188
191
198
204
204
206
3.4
3.7

Total
5,360
5,269
5,426
5,352
5,474
5,536
5,600
100.0
100.0

Note:
Totals may not sum due to rounding.

Source:
Adapted from Ministry of Finance, Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2002, Appendix I;  and Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2003, Appendix II.

11. The mining sector is devoted primarily to the production of bauxite and gold.  The latter commodity surpassed bauxite as an export industry in the early 1990s, and now rivals sugar in its importance to Guyana's exports.

12. Table I.3 summarizes the major socio economic indicators in Guyana.  Guyana's two most striking social statistics are the decline in per capita GDP (at factor cost), which fell by 1.4% between 1997 and 2002, and the relatively stable population size.  Guyana's population was estimated at 774,800 persons in 2002, a few hundred below the 1997 level.  By comparison, most other Latin American and Caribbean countries have experienced annual population growth rates of around 1-2%.  Guyana's crude birth rate far exceeds the crude death rate, but this is counterbalanced by one of the world's highest rates of emigration.

13. The net emigration of Guyanese has been under way since the 1970s;  it was particularly acute during 1976-81, when nearly one tenth of the population moved overseas.  The net migration continues, with the country losing around 10,000-12,000 people per year.  This has a number of implications for the country's international economic position.  On the negative side, it represents a loss in skills, manpower, and educational investments.  On the positive side, the overseas communities contribute to the domestic economy through remittances, and represent marketing opportunities for the export of specialty foods and other non-traditional exports.  It is estimated that there may be 300,000 people of Guyanese origin living in the United States, with smaller communities in Canada, the United Kingdom, and other countries.  It is further estimated that the remittances that these émigrés send home may have reached 16.6% of GDP in Guyana in 2002, a figure exceeded by only two other countries in the Americas.  According to balance-of-payments data, however, the figure for transfers in 2001 was US$44 million, or 7.3% of GDP.

Table I.3

Basic socio economic indicators, 1997-02
(Year to year percentage change, unless otherwise specified)


1997
1998
1999
2000
2001
2002

National accounts aggregates







Growth rate of real GDP
6.2
-1.8
3.0
-1.4
2.3
1.1

GDP at market prices (US$ million)
742.6
661.0
685.4
712.2
730.7
766.8

GDP at factor cost (US$ million)
626.5
601.3
593.6
596.9
602.5
617.8

GNP at factor cost (US$ million)
552.8
545.1
524.6
552.6
550.9
562.8

Per capita GDP at market prices (US$)
958.1
854.7
889.4
922.3
943.1
989.7

Per capita GDP at factor cost  (US$)
808.3
777.5
770.3
773.0
777.5
797.3

Gross national disposable income (US$)
717.9
705.6
668.5
718.6
705.9
705.2

Private consumption as % of gross domestic expenditure
40.6
43.9
41.1
43.0
47.5
45.1

Public consumption as % of gross domestic expenditure
18.7
19.1
22.7
23.8
19.6
21.1

Private investment as % of gross domestic expenditurea
24.0
23.4
23.9
20.2
21.3
..

Public investment as % of gross domestic expenditure
16.4
13.7
12.3
13.1
11.7
..

National savings rate (% of GDP)
16.2
15.0
12.6
7.3
3.1
..

External trade and finance (US$ million)







BOP current account balance
-105.1
-98.5
-75.2
-109.2
-128.3
-106.7

Imports of goods and non-factor services
-708.8
-775.0
-728.3
-788.9
-755.4
-758.9

Exports of goods and non-factor services
637.4
688.9
672.0
674.5
655.6
667.2

Resource balance
-71.4
-86.2
-56.3
-104.1
-119.8
-91.7

Imports of goods and non-financial services/GDP (%)
-113.1
-128.9
-122.7
-130.4
-128.7
-122.8

Exports of goods and non-financial services (%)
101.7
114.6
113.2
113.0
106.8
118.6

Net international reserves of Bank of Guyana
149.9
122.2
126.8
178.4
187.2
183.7

External public debt outstanding
1,513.0
1,496.5
1,210.9
1,193.0
1,196.7
1,237.0

Debt service ratio (% of exp. of goods and non-fin. serv.)
16.3
14.6
10.4
11.8
10.3
..

Official exchange rate (G$ per US$)b
144.0
165.3
180.5
184.8
189.5
191.8

Change in the real exchange rate (%) ( - depreciation)
8.7
-12.5
2.0
7.8
-4.2
..

Prices, wages, & output







Rate of inflation (% changed in urban CPI)
6.8
4.6
11.9
5.9
1.9
6.1

Public sector monthly minimum wage (in G$)b
8,804.4
11,445
15,000
19,000
20,045
21,047

Earnings % growth rate
20.0
30.0
31.1
26.7
5.5
5.0

Electricity generation (in MWh.)
390.4
431.2
443.2
476.9
504.8
512.7

Population & vital statistics







Mid-year population (‘000)
775.1
773.4
770.6
772.2
774.8
774.8

Population growth rateb
0.1
-0.2
0.5
0.2
0.3
0.0

Net migration (‘000)
-16.3
-10.3
-12.2
-11.1
-12.0
..

Visitor arrivals (‘000)
75.7
65.6
57.5
105.0
99.3
104.3

Crude birth rate (per 1,000 persons)
26.1
24.1
23.2
23.9
23.6
..

Crude death rate (per 1,000 persons)
6.8
6.5
6.6
7.2
6.6
..

..
Not available.

a
Includes changes in stocks

b
End of period

Source:
Data on the exchange rate are from the Bank of Guyana online information.  IMF national savings data.  All other data are adapted from Ministry of Finance, Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2002, Appendix I;  and Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2003, Appendix I.
(ii) Economic reform

14. Guyana is still in a process of economic reform that began in the late 1980s;  much of this entails the reintroduction of market economics into a country where the state had nationalized or heavily regulated most key sectors.  Among the nationalized companies were major producers of bauxite (1971 and 1974) and sugar (1975-76) (Chapter IV(2)(v)).  While rice production remained in private hands, the Government controlled the marketing of all exports and most retail and distribution operations, and owned all but two banks.  The state-owned firms did relatively well as long as sugar and bauxite prices remained high, but problems multiplied after world price levels began to decline.  Spending remained high while revenues fell, and the Government borrowed heavily abroad.  These economic problems led to a downward spiral of declining productivity, high debt service, more strict government controls, a growing underground economy, and net emigration.

15. Beginning with an Economic Recovery Programme adopted in 1988, and continuing through a series of legal, policy, and institutional changes adopted by successive governments, Guyana has pursued major economic reforms.  Trade policy has been an important aspect of the reform programme, encompassing both autonomous actions and the negotiation of market-opening agreements at the bilateral, sub-regional, regional, and multilateral levels (Box I.1).

16. The economic reform programme continues under the present Government and took a new turn in mid 2001 when the Government launched the Participatory Action Plan.  The Plan originated in a requirement established by the donor community, which had made completion of a fully participatory Poverty Reduction Strategy Paper (PRSP), one of the conditions for further benefits under the enhanced Highly Indebted Poor Countries (HIPC) Initiative.  The Government held some 300 stakeholder consultation sessions in the development of the PRSP, culminating in an October 2001 national conference to review the draft paper.  The PRSP makes clear that trade policy remains a core element in the economic reform programme.

17. The PRSP has been followed by other papers dealing with more specific aspects of economic reform.  At least three sectors of Guyana's economy developed their own sectoral plans;  the rice, forestry, and tourism plans are discussed elsewhere in this report (Chapter IV).  The Government of Guyana is in the process of approving a national trade strategy.  This strategy stresses the importance of trade to the economy of Guyana, and the need to respond to the challenges of globalization.  It endorses the country's participation in bilateral, regional, and multilateral trade negotiations, while calling for an improvement in the country's capacity to engage more actively in these talks.

18. Diversification of the economy is generally seen in Guyana as an imperative.  A key question for Guyanese policymakers is how best to achieve that goal.  It is widely accepted among the country's officials and opinion leaders that serious challenges are faced by sectors that have been the foundations of the economy, and that the external sector is an important part of both the challenge and the potential solution.  The PRSP states that the objective of the Government's export promotion programme will be to create conditions for the export sector to be an instrument for sustaining rapid and broad-based growth.  The strategy identified three principal means by which this objective is to be pursued:  maintaining a competitive exchange rate;  eliminating trade barriers;  and providing more effective export promotion services for Guyana's exports.  The challenges are stated more directly in the National Development Strategy, a civil society document that preceded the PRSP.  The strategy warned of a loss in preferential access for Guyana's exports, and urged economic diversification and an increase in productivity.  However, globalization and economic reform are seen with some concern in the traditional sectors, notably the sugar industry.

Box I.1:  Guyana's programme of economic reform:  main measures adopted, 1988-03
Guyana embarked in a process to transform its economy from one of heavy state intervention to a more open and restriction-free economy.  The process has been gradual and has not been completed, but important strides have been made to achieve a more liberal and rules-based economic environment.  The following are among the key steps taken in the 1988-03 period:

· 1988:  Import prohibitions on many manufactured goods are eliminated, import-licensing requirements are abolished for goods intended for personal use that would not involve official foreign exchange, and import licences for non-foreign currency imports are granted automatically.

· 1989:  Phased elimination begins for requirements that exporters surrender foreign exchange (the reform was completed in 1996).  CARICOM heads of Government agree to proceed with the formation of the Caribbean Single Market and Economy (CSME).

· 1990:  Import licences are issued automatically within two days of application.

· 1991:  Adoption of the CARICOM Common External Tariff (CET) and removal of the remaining subsidies on the sale of domestic sugar.

· 1992:  Non-residents are no longer required to settle hotel bills in foreign exchange.  CARICOM member states agree to a phased reduction in the CET.

· 1994:  Guyana joins other GATT contracting parties in approving the results of the Uruguay Round negotiations.  Guyana begins the phased reductions in the CARICOM CET and participates in the Miami Summit that began the process of negotiating a Free Trade Area of the Americas (FTAA).

· 1995:  The only import-licensing requirements that remain in place relate to security and public considerations such as health, medicine, education, and firearms.  A new law on financial institutions is introduced.

· 1997:  The Regional Negotiating Machinery of CARICOM is established.

· 1998:  The FTAA negotiations are formally launched.  The Guyana Sugar Corporation (GUYSUCO) formulates a plan in 1998 that aims to make it a retail, cost-effective, and market-oriented producer of top-quality sugar.

· 1999:  The phased reduction in the CET is completed.  Phase IV of the CET is implemented, with maximum tariff rates of 20% for industrial products and 40% for agricultural products, but also providing for a number of exceptions.  The Highly Indebted Poor Countries (HIPC) Initiative completion point is reached.  Guyana Airways Corporation and the Guyana Electricity Corporation (now Guyana Power and Light, Inc.) are privatized.

· 2000:  The Guyana Cooperative Bank is restructured.

· 2001:  The Participatory Action Plan is launched.  Medium- and long-term strategy proposals are devised.  The Poverty Reduction Strategy Paper (PRSP) is presented and discussed.

· 2002:  The bauxite-producing company Berbice Mining Enterprise (Bermine) starts to be run on a cash-neutral, non-subsidized basis.  Bermine is restructured and management is passed to Aroaima Bauxite Company (ABC), with plans of merging and privatizing them.

· 2003:  The banking business of the Guyana National Co-operative Bank is sold to the National Bank of Industry and Commerce Limited.  As of June 2003, Linden Mining Enterprise (Linmine) is in the process of being privatized.

(iii) Macroeconomic developments

(a) Output, employment, and prices

19. Guyana experienced strong growth for much of the 1990s.  During 1991-97, real growth in GDP ranged from a low of 5.1% in 1995 to a high of 8.5% in 1994.  The economy declined by 1.8% in 1998, however, and in recent years has oscillated between periods of growth and decline.  On net, the country has recently lost ground:  between 1997 and 2002, GDP per capita at factor cost fell by 1.4%, affected by a real appreciation of the currency and a deterioration in the terms of trade.

20. It is estimated that the economy expanded by 1.1% in real terms in 2002, falling short of the target of 2% and a growth rate of 1.9% in 2001.  Growth was underpinned on the production side by a substantial increase in sugar output, and a mild recovery in manufacturing, while rice and bauxite production fell.

21. Net exports make a large negative contribution to GDP growth.  Both exports and imports are larger than GDP, but imports exceed exports by between 10% and 20%, leading to a situation where domestic expenditure is considerably larger than GDP.  Domestic demand has been growing faster than GDP growth and has been supported mainly by domestic consumption, both private and public.  Exports have stagnated, and investment, particularly public investment, has declined, losing considerable share on expenditure (Table I.3).  The savings rate has fallen considerably over the 1997-02 period, mainly due to the deterioration in the fiscal situation, which led to the posting of negative public savings in 2001.

22. Recent data on the unemployment rate are not available.  The Government is currently developing a methodology for measuring this rate, based in part on data collected during the national census conducted in October-November 2002.

23. One of the Government macroeconomic policy goals is to keep inflation under control;  this has been achieved largely through prudent monetary policy and the appreciation of the real exchange rate (see below).  However, price changes in Guyana are especially sensitive to changes in the cost of imported oil.  The rate of inflation, as measured by the variation of the consumer price index (CPI), has ranged between 1.9% and 11.9% in recent years (Table I.3).  The increase in the CPI for 2002 was 6.1%, above the target of 5%.  This was partly due to substantial increases in the tariffs of electricity, water, and telecommunications, and in the price of petroleum, which government officials report, accounted for about 2.4 percentage points in the 6.1% rate of inflation in 2002.

(iv) Fiscal policy

24. Guyana has run an overall budget deficit for several years, but the figure varies considerably from one year to another (Table IV.4).  The current account balance was positive for several years, but entered negative territory in 2000.  Grants and other forms of external funding provide significant shares of central government finances.

25. Fiscal accounts deteriorated considerably between 1996 and 1998.  Following a reduction of the deficit in 1999, there was a new deterioration in 2000 and 2001, when the Central Government deficit reached 9.5% of GDP.  The current account deficit since 2000 was triggered partly by transfers to some money-losing enterprises and to higher electricity expenses.  Corrective measures have been taken to reduce the deficit since 2001, including a reduction in expenditure and an improvement in tax collection, particularly income tax.  The overall performance of the Central Government improved in 2002, and the deficit fell to some 6.8% of GDP, due to a strong growth in revenues and a more prudent management of public expenditure.  Current revenue was higher than budgeted, reflecting, to a certain extent, the effort to strengthen tax administration and collection.  Total expenditure was 7.2% lower than budgeted.

26. Most public enterprises post surpluses, which help finance the Central Government deficit.  In 2002, this surplus reached some 0.5% of GDP, and was mostly the result of an increase in revenue in the Guyana Sugar Corporation, due mainly to increased exports and a favourable exchange rate.  This led to an overall deficit after grants of the non-financial public sector of some 6.3% of GDP.

Table I.4

Central Government finances, 1994-02

(G$ million)
Period
Current account
Capital account
Overall deficit
Deficit/ GDP (%)
External financing
Domestic financing
Other financing


Rev.
Exp.
Bal.
Rec.
Exp.


Total
Project loans
External debt payments



1994
23,653.8 
23,538.3 
115.5 
5,479.5 
10,687.4 
(5,092.4)
6.8
3,675.2 
7,427.2 
(3,752.0)
(4,394.1)
5,811.3 

1995
29,496.1 
23,774.7 
5,721.4 
2,932.0 
11,539.5 
(2,886.1)
3.3
1,199.0 
5,522.2 
(4,323.2)
1,627.0 
60.1 

1996
35,117.3 
23,943.7 
11,173.6 
2,944.7 
15,705.5 
(1,587.2)
1.6
7,023.5 
11,266.1 
(4,242.6)
(7,298.5)
1,862.2 

1997
34,082.8 
28,081.2 
6,001.6 
2,973.6 
16,379.0 
(7,403.8)
6.9
4,269.8 
8,877.6 
(4,607.8)
1,783.0 
1,350.9 

1998
33,121.2 
30,067.2 
3,054.0 
1,211.4 
13,033.8 
(8,768.4)
8.1
2,031.8 
7,073.4 
(5,041.6)
6,558.4 
1,303.5 

1999
36,839.3 
31,839.5 
4,999.8 
4,303.9 
12,345.1 
(3,041.5)
2.5
4,262.0 
7,668.4 
(3,406.4)
(7,701.2)
6,819.5 

2000
41,356.0 
42,846.9 
(1,490.8)
10,110.0 
16,995.0 
(4,505.1)
3.5
8,614.2 
12,192.7 
(3,578.5)
855.7 
(1,094.2)

2001
41,427.1
43,308.4
(1,881)
5,716.4
16,510.5
(12,675.1)
9.5
8,774.2
12,826.3
(4,052.1)
2,694.6
(4,152.8)

2002
44,498.7
44,636.6
(137.9)
5,851.2
15,677
(9,963.7)
6.8
6,316.2
8,631.6
(2,315.4)
1,233.1
(4,511.7)

Note:
Totals may not sum due to rounding.


Rev:  Revenue;  Exp:  Expenditure;  Bal:  Balance.

Source:
Adapted from Ministry of Finance and Bank of Guyana data, as reported in Bank of Guyana online information.

27. Revenue accruing from taxes on international trade and transactions constitutes the main source of fiscal revenue in Guyana:  in fiscal year 2002 trade-related taxes and tariffs were budgeted to account for 40.3% of government revenue (Table I.5).  While this is an unusually high percentage by global standards, it is actually somewhat lower than it was in the recent past.  The revenues raised by the Sugar Levy Act have been suspended, as recommended by the National Development Strategy;  the main component of the rice levy has also been suspended.  The reduction in these export taxes is one of the principal reasons why the share of trade-related taxes and tariffs has declined from 45.5% of government revenue in 2000.  Export taxes accounted for 1.9% of tax revenue in 1990, but now make a negligible contribution.

Table I.5

Sources of government revenue, 2000-02

(G$ million)


Actual 2000
Revised 2001
Budget 2002
% share 2002

Grand total 
43,235
45,226
43,840
100.0

Trade-related taxes and tariffs
19,674
19,573
17,666
40.3

  Tariffs and taxes on imports 
15,315
14,266
16,026
36.6

     Import duties
3,943
3,686
3,865
8.8

     Consumption tax on imports
11,372
10,580
12,161
27.7

         Oil imports
3,476
2,762
4,230
9.6

         Other imports
7,896
7,817
7,931
18.1

  Tariffs and taxes on exports 
2,031
3,812
63
0.1

     Export duties
7
12
13
-

     Sugar levy
124
0
0
0.0

     Rice levy
1,900
3,800
50
0.1

  Travel tax
1,059
1,150
1,187
2.7

  Consumption tax on overseas telephone bills
210
197
206
0.5

  Other customs tax
182
148
184
0.4

Other tax revenue 
21,300
22,054
23,287
53.1

  Consumption tax (domestic)
3,275
3,124
3,338
8.1

     Manufacturers
3,266
3,116
3,327
7.6

Table I.5 (cont'd)

     Services (less overseas telephone bills)
9
8
8
-

  Company income tax
7,648
7,464
7,881
18.0

  Withholding tax
1,202
1,438
1,474
3.4

  Personal income tax
7,172
7,819
8,230
18.8

  Other domestic tax
2,003
2,209
2,367
5.4

Non-tax revenue
3,138
3,656
2,887
6.6

Note:
Totals may not sum due to rounding.
-
Nil.

Source:
Adapted from Government of Guyana (2001), Estimates of the Public Sector: Current and Capital Revenue and Expenditure for the Year 2002, Volume 1, Tables 4(b) and 6.

28. The country's dependence on trade taxes is an important factor in the negotiation of trade agreements.  Concerns over the revenue implications of tariff cuts can lead to extended reviews of negotiated agreements, which in some cases have led to significant delays in their approval and implementation.

(v) Monetary and exchange rate policy

29. The Bank of Guyana has responsibility for monetary policy.  The objectives of the Bank of Guyana Act 1998 include fostering domestic price stability through the promotion of stable credit and exchange rate conditions, as well as sound financial intermediation.  This is deemed to be conducive to the growth of the economy.  While its main focus is on inflation, the Bank of Guyana must also strive for exchange rate stabilization.  To achieve this, the Bank has been concentrating on the management of excess liquidity in the financial system, trying to contain broad money expansion.

30. The main monetary policy instrument used by the Bank of Guyana is the conduct of open market operations, through the auction of treasury bills in the primary market.  The Open Market Operation Committee (OMOC) is the decision-making body with respect to the issuance of treasury bills.  Treasury bill auctions determine interest rates indirectly.  The weighted average discount rate determined in the auctions of 91-day treasury bills is the market's short-term reference interest rate.

31. The Bank of Guyana runs a monetary programme that sets a targeted path for the growth of broad money (i.e., currency in circulation and private sector deposits), consistent with inflation and output growth objectives.  The Bank controls the supply of reserve money through the weekly forecasts of changes that may affect the financial system's liquidity requirements.  This allows the Bank to determine the growth of reserve money needed to attain its broad money goal, assuming a stable money multiplier.

32. Reserve requirements are also an important monetary policy instrument.  New requirements and regulations were introduced in 1998 through Circular No. 33/98.  The reserve requirement for banks and non-bank depository financial institutions is currently 12%.  Banks must also maintain a 25% statutory liquid asset ratio for demand deposits and 20% for time and savings deposits.

33. In 2002, reserve money stood at G$36.3 billion, a 10% nominal growth over 2001, resulting from a 23.7% growth in net domestic assets and 4.5% growth in the net foreign assets of the Bank of Guyana.  Broad money grew by 5.5% to G$98.1 billion (Table I.6).  Net domestic credit increased also by 5.5% to G$28.7 billion, although credit to the private sector remained flat, in part reflecting the excess liquidity in the system, and the overly cautious lending policy adopted by the commercial banks.

Table I.6

Monetary survey, 1994-02

(G$ billion)
Year
Foreign assets
Domestic credit
Money and quasi-money


Bank of Guyana
Commer-
cial banks
Total
Public sector
Non-bank fin. inst. (Net)
Private sector
Total
Others
Total money
Currency
Demand deposits
Quasi-Money
Total

1994
-76.6
0.6
-76.0
11.3
-1.3
13.9
1.2
113.9
12.3
8.2
4.1
26.8
39.1

1995
-75.9
0.9
-75.0
11.1
-1.8
21.1
8.3
116.0
14.0
9.0
5.0
35.3
49.3

1996
-26.4
0.2
-26.2
19.2
-2.6
36.3
14.5
-69.3
16.0
10.0
6.1
41.5
57.6

1997
-4.8
-1.5
-6.3
17.3
-3.7
44.9
23.9
-46.7
17.4
11.2
6.2
46.9
64.3

1998
1.2
-1.3
-0.1
12.7
-5.7
51.8
33.4
-35.4
17.8
11.3
6.5
50.9
68.7

1999
8.4
3.2
11.6
26.7
-5.2
55.8
23.9
-41.6
21.6
13.4
8.2
55.4
77.0

2000
19.8
3.4
23.2
25.9
-7.8
58.3
24.7
-37.6
24.8
14.5
10.3
60.6
85.4

2001
23.5
5.5
29.0
24.2
-7.5
58.9
27.2
-36.5
24.8
15.1
9.7
68.2
93.0

2002
24.6
7.1
31.7
22.0
-8.5
59.2
28.7
-37.8
26.4
15.4
11.0
71.8
98.1

Note:
Totals may not sum due to rounding.

Source:
Bank of Guyana online information.

34. Financial intermediation has been made difficult by the excess liquidity situation, which has resulted in negative real passive interest rates and high real active ones.  At the end of February 2002, the weighted average commercial bank lending rate was 16.73%, compared with a savings rate of 4.23%.  The Government of Guyana's 91-day Treasury bill discount rate was 3%.

35. The CARICOM member states intend to establish a monetary union.  It is generally acknowledged that this project will not be undertaken in earnest until at least 2005, and that there are substantial barriers to the achievement of the objective.

36. The Guyanese dollar is the national currency.  During the 1970s and 1980s, foreign exchange was tightly controlled by the State.  Following a period of devaluation that brought the official exchange rate into line with the market rate, the Government adopted a floating exchange rate in early 1991.  This reform removed the formal distinctions between the official and market rates.  Nevertheless, some small differences remain between these rates in practice.  The only limit now placed on foreign exchange is that persons remitting or leaving the country with sums greater than US$10,000 must notify the Customs Authority and pay a 15% withholding tax.

37. A customs exchange rate for establishing the local currency value of imports upon entry is used with the stated purpose of alleviating the impact of a depreciating currency on the domestic cost of living.  Prior to mid 2000 the rate moved less frequently, but since then has been determined by the Bank of Guyana's official exchange rate.  It is now adjusted on a monthly basis:  changes in the rate are published in national newspapers at the beginning of each month.

(vi) Balance of payments

38. Guyana runs a traditional current account deficit, partly due to a large merchandise trade deficit and partly due to a deficit in net services.  Transfers, particularly remittances by Guyanese workers abroad, make an important positive contribution to the current account.  The capital account shows surpluses, mainly due to medium-and long-term capital inflows, as well as capital transfers.  The deficit is financed by Bank of Guyana reserves and debt relief inflows under the HIPC Initiative.

39. Guyana's current account deficit has worsened in recent years (Table I.7).  With imports rising and exports falling, the deficit in merchandise trade grew faster than the current account deficit between 2000 and 2003.  In 2002, the current account deficit improved by 17% to US$106.7 million, or 13.9% of GDP, reflecting the narrowing of the merchandise trade account.  In 2003, the deficit is expected to increase again.  The 2002 result was partly due to a 9.4% increase in export earnings from sugar to US$119.5 million, and an increase in gold exports, to US$136.3 million;  export earnings from rice and bauxite declined.  The reduction in the current account deficit in 2002 was also due to a 3.6% decline in the value of imports, to US$563.1 million.

Table I.7

Balance of payments:  current account 1997-03
(US$ million)


1997
1998
1999
2000
Actual 2001
Revised 2002
Budget 2003

Current account 
-91.1
-98.5
-75.2
-113.4
-128.6
-106.7
-154.3

Merchandise (net) 
-34.2
-54.2
-25.2
-80.2
-93.6
-68.2
-128.0

  Exports (f.o.b.)
593.4
547.0
525.0
505.2
490.3
494.9
515.0

     Sugar
131.9
120.0
134.0
118.8
109.2
119.5
135.0

     Gold
137.8
114.6
106.6
120.5
127.0
136.3
128.0

     Bauxite
88.2
72.4
75.8
76.5
61.0
35.3
39.0

     Rice
84.3
67.9
69.8
51.8
50.2
45.4
47.0

     Timber
43.8
28.7
36.7
40.9
33.0
35.6
26.0

     Other
87.4
121.4
81.8
94.2
106.7
118.8
137.0

     Re-exports
20.0
22.0
20.3
2.5
3.2
4.0
3.0

  Imports (c.i.f.)
-641.6
-601.2
-550.2
-585.4
-583.9
-563.1
-643.0

     Fuel and lubricants
..
..
..
-121.0
-131.5
-125.8
-135.7

     Other
..
..
..
-464.4
-452.4
-437.3
-507.3

Services (net) 
-96.9
-88.3
-89.0
-78.2
-79.0
-78.5
-71.0

  Factor
-73.7
-56.2
-57.9
-44.3
-58.6
-55.0
-26.0

  Non-factor
-23.2
-32.1
-31.1
-33.9
-20.4
-23.5
-45.0

Transfers 
40.0
44.0
39.0
45.0
44.0
40.0
44.7

  Official
..
..
..
3.0
3.0
-
-

  Private
..
..
..
42.0
41.0
40.0
44.7

Capital account 
125.7
79.8
69.6
126.6
115.3
88.7
90.3

Capital transfers 
23.7
13.1
15.5
11.0
30.8
33.7
24.4

Medium and long term capital (net) 
90.0
67.9
79.9
113.6
95.4
63.3
65.9

Short term capital 
12.0
-1.2
-25.8
2.0
-10.9
-8.3
-

Errors and omissions 
-30.6
-6.0
2.6
3.9
13.9
0.3
-7.1

Overall balance
4.0
-22.7
-4.4
17.1
-8.4)
-25.1
-64.0

Financing
-4.0
-22.7
4.4
-17.1
8.4
25.2
64.0

Bank of Guyana net foreign assets (change)
3.0 
22.7
-10.3 -
-52.5
-61.1
-16.6 
4.1

Exceptional financing



14.7
18.6
28.7
29.2

  Debt relief
-
-
-
-
21.3
28.7
29.2

  Balance of payments support
-
-
-
-
-2.7
-
-

  Debt forgiveness
-
-
-
14.7
-
-
-

Memo items: 








Outstanding public external debt (US$ million)
1,513.5
1,507.5
1,210.9
1,191.9
1,196.7
1,238.2
..

Outstanding public external debt (share of GDP)
203.8
228.1
176.7
167.4
163.8
161.5
..

..
Not available.

Note:
Totals may not sum due to rounding.

-
Nil.

Source:
Adapted from Ministry of Finance, Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2002, Appendix I;  and Budget Speech, Eighth Parliament of Guyana, Sessional Paper No.1 of 2003, Appendix V.

40. The level of public external debt is a significant drag on the country.  Guyana is among the two dozen countries that the World Bank has identified as eligible for the Heavily Indebted Poor Country (HIPC) Initiative.  Under this initiative, Guyana has been benefiting from debt relief, which has helped finance the balance-of-payments deficit.  Although as a consequence of the HIPC Initiative the level of external debt has been falling in recent years, it remains high.  Outstanding public external debt was US$1.24 billion in late 2002, or 161.5% of GDP at market prices (200.4% at factor cost).  As announced in its 2003 Budget, Guyana expects to reach the completion point for the HIPC during 2003.  The authorities consider that this would pave the way for a significant reduction of the stock of external debt to under US$1 billion.

41. Guyana has been benefiting from the IMF's Poverty Reduction and Growth Facility (PRGF), the IMF's concessional programme for lower income countries.
  In 2002, the IMF approved a three-year credit under the PRGF for an amount equivalent to SDR 54.55 million (US$73 million), after the Fund's Executive Board determined that Guyana's Poverty Reduction Strategy Paper (PRSP) provided a sound basis for Fund concessional financial assistance.
  The IMF also approved additional interim assistance of SDR 4.13 million (about US$5.4 million) under the enhanced HIPC to help Guyana meet its debt service payments on its existing debt to the IMF.

(3) Developments in Trade

(i) Commodity composition of trade

42. Guyana's exports fared poorly during the 1980s, when they suffered from declining terms of trade, resulting in diminished export earnings;  they recovered significantly in the 1990s.  Most of the expansion in the 1990s can be attributed to the growth in export volumes, as price levels for major Guyanese exports were depressed for much of the decade.

43. The data illustrated in Chart I.1 further emphasize Guyana's dependence on traditional exports, but also show the relative gains that have been made in non-traditional sectors.  In 1992, the big three traditional products (sugar, rice, and bauxite) accounted for 73.2% of exports, and the three largest non-traditional products (gold, timber, and shrimp) for just 11.4%.  By 2001, traditional products had dropped to 45.2% and the three major non-traditional exports had risen to 43%.  Moreover, these non-traditional exports accounted for all of the growth in Guyana's exports over the decade.  In absolute numbers, exports of the three traditional products fell from US$266.2 million in 1992 to US$220.4 million in 2001.  If not for the rising exports of non-traditional products, especially gold, the country would not have increased its total exports from US$363.5 million to US$487.1 million between 1992 and 2001.
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(ii) Direction of trade

44. Guyana's trade, especially exports, is concentrated among a relatively small number of partners.  In 2001, the United States, Canada, CARICOM, and the United Kingdom collectively accounted for 55.2% of its imports and 86.3% of exports (Chart I.2).  Other relatively large contributors to Guyana's imports included Japan (5.2%), Venezuela (3.9%), the Netherlands (3.4%), and China (2.5%).  On the export side, the only other countries to account for at least 1% of Guyana’s exports in 2002 were the Netherlands (2%) and France (1%).
 

45. Guyana's export expansion has depended principally upon its access to markets in the Western Hemisphere, above all in North America.  In recent years, either Canada or the United States has taken first place as an export market for Guyana, and together they account for a growing share of total exports.  Canada and the United States took in just under half of Guyana's exports in 1997, but over two thirds in 2002.  The United States is the largest source of Guyana's imports.  This is not a recent development; it already accounted for 22.8% of Guyana's imports when the country became independent in 1966.

46. CARICOM partners accounted for slightly smaller shares of Guyana's trade in 2002 than they did 30 years ago.  In 1965, when CARIFTA (the predecessor to CARICOM) was first established, Commonwealth Caribbean countries contributed 12.1% of Guyana's imports and took in 14.2% of its exports.  In 2002, CARICOM accounted for 9.3% of imports and 9.5% of exports.  Among the CARICOM countries, Trinidad and Tobago is the largest supplier of goods to Guyana, primarily due to trade in petroleum and related products, and is the second-largest source of Guyana's imports after the United States.  Jamaica is the largest market for Guyana's exports within CARICOM.

47. The United Kingdom remains Guyana's largest trading partner outside of North America but is declining in significance;  it accounted for about one third of Guyana's trade in the years just before independence in 1966.  Guyana still shipped nearly one fifth of its exports to the United Kingdom in 1997, but this fell to less than one tenth in 2001;   during the same period, the United Kingdom's share of Guyana's imports declined slightly from 8.1 to 6.1%. 

48. Some smaller countries are important partners in specific areas.  In rice, for example, Portugal was the largest market for Guyana's exports in 2002.  Jamaica and Portugal collectively accounted for 55.6% (by value) of Guyana's rice exports in 2002.
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(4) Trends and Patterns in Foreign Direct Investment (FDI)

49. Inflows of foreign direct investment in Guyana have ranged between US$43.5 and US$67.2 million during the past six years (Table I.8).  The overall trend appears to be headed downward, with less investment capital arriving in 2002 than in any of the previous ten years.  The flows in each of the last six years is below the levels achieved, for example, in 1996 (US$92.9 million), 1994 (US$106.7 million) or 1992 (US$146.6 million).  This can be attributed primarily to declining levels of foreign investment in the mining and quarrying sector, which attracted US$239.7 million in investments during 1992-96 but just US$63.4 million during 1998-02.  The transport and communication sector has attracted more foreign investment in recent years, accounting for 41.6% of the capital invested during 2001-02.

Table I.8

Inflows of foreign direct investment, 1992-02

(US$'000)


1992
1997
1998
1999
2000
2001
2002

Agriculture, forestry, & fishing
12,454
31,315
18,775
16,593
14,055
10,185
5,260

Mining & quarrying
110,572
10,161
7,512
14,611
19,645
17,120
4,500

Manufacturing
3,342
1,591
2,696
3,422
3,752
1,740
485

Wholesale & retail trade
6,993
4,712
4,552
1,373
9,140
5,250
3,115

Financial institutions
0
791
2,050
1,562
0
0
0

Transport & communication
11,842
3,810
10,852
10,901
13,688
18,790
23,545

Miscellaneous 
1,403
202
181
452
6,899
5,200
6,590

Total
146,606
52,582
46,618
48,914
67,179
58,285
43,495

Source:
Information supplied by the authorities.

50. Precise data are not available on the geographic origin of foreign direct investment flows into Guyana.  The authorities report that during 1992-02, most investment in the agriculture, forestry, and fishing sector originated in south-east Asia.  Investment in the mining and quarrying sector during this period came from other Caribbean countries, Canada, and the United States.  The investors in the transport and communication sector were from the United States, while both U.S. and Caribbean investors provided capital for the wholesale and retail trade sector. 

(5) Outlook

The Guyana Poverty Reduction Strategy Paper is based upon an expected growth rate of 2.7% per year during 2002-05.  However, growth in 2002 was just 1.1% and the 2003 Budget projects the economy to grow by 1.2% in 2003.  For the period after 2005, the Ministry of Finance expects growth to resume more strongly, with average real GDP growth per year of about 5%.  The Ministry also anticipated a 3.8% average rate of inflation during 2002-05.  However, after exceeding 6% in 2002, the inflation rate for 2003 is projected at 5%.  The fiscal deficit is projected to start declining in 2004, as the revenue base is expanded through broader revenue collection.  The Ministry foresees flat export volumes during 2002-06, followed by annual growth of about 4%, reflecting strong growth in the primary sectors of sugar, rice, gold, timber, and non-traditional exports.  Anticipating import growth of 2.7% during 2002-06, due to large public sector investment, the Ministry expects it to decline thereafter.  However, the current-account deficit of the balance-of-payments is expected to remain high.
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� Bank of Guyana (2002a).


� Ministry of Finance (2003a).


� PRGF-supported programmes are based on country-specific poverty-reduction strategies contained in a Poverty Reduction Strategy Paper (PRSP).  PRGF-supported programmes must be consistent with a macroeconomic, structural, and social policy framework to foster growth and reduce poverty.  PRGF loans carry an annual interest rate of 0.5% and are repayable over 10 years with a 5½-year grace period on principal payments.


� International Monetary Fund (2002).


� Note however that the large value for the "rest of world" category suggests that some trade is not attributed with respect to origin or destination, due perhaps to shortcomings in the system of data collection and analysis.  To the extent that some of this unattributed trade may be conducted with major partners in the Americas and Europe, the degree of concentration could be even higher than shown in Chart I.2.
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								France		4		2		France		1.3		0.6

								Germany		3.25		1.8		Germany		1.0		0.6

								India		1		2		India		0.3		0.6

								Brazil		0		3		Brazil		0.0		1.0

								Rest of the World		36		102		Rest of the World		11.6		32.9
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Chart I.1
Principal exports of Guyana, 1993-2002
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						Sugar		Bauxite		Rice		Shrimp		Timber		Gold		Other

				1993		116.3		91.1		33		11.4		4.5		99.8		47.9		404

				1994		116.4		76.4		55.6		13.1		7.9		128		50		447.4

				1995		125.5		82.9		76.5		3.1		8.3		94.7		87.9		478.9

				1996		150.7		69.8		93.8		12.6		8.9		103.5		113.5		552.8

				1997		133.4		89.4		84.7		20.2		44.6		139.8		61.3		573.4

				1998		129		78.5		73.3		18.5		31		124		70.7		525

				1999		136.2		77.2		71.1		29.2		37.3		108.7		45.1		504.8

				2000		118.8		76.3		51.8		47.1		35.2		123.3		50.2		502.7

				2001		109.2		61		50.2		49.3		33		127		57.4		487.1

				2002		119.6		35.3		45.4		52.6		35.7		136.3		65.9		490.8

				2003		32.4		13.1		6.6		16.3		7.8		27.4		16.4		120
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