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Introduction
Thiy ropnrt on the macro aspects of the 2conouy 07 Guvana i3 tase. an

work carried out ir the Un..ed States during Harch and Apr11 of 1678 and on

2 ten-day cr1p to G yana dur1ng March of tne same year. Huch o‘ the :tat1s-
tical 1nrormat1on vas nathered dur1ng tne latter per1od from tnn orf1c.a1

agencies of the Government of Guyama. . , R

s -

GIven the br1er per1od aya11able for.the'study.'it wasinot oossible to
caxr/ out any extens1ve ver1f1cation of - the data to be used ~In some cases,
prev.0us stud1es were ava1lab1e in uh1ch th1s had been done and unerever‘
poss1b1e. this ormat1on u111 pe used The area of greatest ooubt in this

ngard is the 1977 Nat1ona1 Accounts uh1ch were not conp ete at the t1|e cf

the tr1p to- Guyana: and wh1ch a*e a matter of debate anc negot1at1on with the

Internat1onal Monctt./ runa.

’

.Despite tnese 11m1tat1ons wh1ch are certa1n1/ not uncoinmon 1n aeeiing
witn underdevelopnd countr1es. the ba51c out11nes of the macro economy are

clear. In add1t1on, rany of the essent1a1 components of tne Guyanese case
B . - e

are of a quahtatw° nature e.g. pr1ce sett1no pol cy, and thus the diffi-

r

culties vith data are less disrupt1ve.

LX) . e A U . . . 1
N *

The report is divicded 1nto five sections plus'statistioal'appendices:

-

sect1on i examines the ba51c Structure o. the 2conom; = r‘a:es df in the’

his tor1rul context of Guyanu since 1ndependence from "r1taan The oer‘orrant"
Lhc economy an lhc 1nternat1onal sphere IS the SUbJELt matter of Section

. R

[T, while iaterna® ner.ormance is e<an1ned in Sectmon I1il. Some irdicaticns

of- ]Ike]j developnents 1n the- econorw over the next our years are made in

Section 'v, while Sect1on Ve examlnes all of these quest1ons in 11ght of the

relat1onsh1p between the gOals of Guyana and the goals of AID.



L. Structure and (0is)Continuity in the Guyanese Economy

Guyana has been independent from Gritain for fower than {ifteen years
and has iad internal self-government for less than 20 years. [n that short
period there have been a number of substantial changes in the economic insti-
tutions of the country.and these relate quite d1rectl/ to changes in the man-
ner in which econom1c policy-makers view their reality. The main institution
al changes, have been the growth of the state enterprise sector and of the
centrel governnent. The main changes in economiz thinking have teen in the
evolution'of the mzaning of “cooperative socialicm."

fhe éignificont changes in these areas have to be viewed against the
backdrop of an economy whose structure has changed little if any over the
‘perlod The sectors wnich pr°v10usl/ domlnated the economy contiaue %o do
5¢. -Tha areas ¢f employment generat1on have generally changed,li:tle And
the basic reintinnship be lveen the ccanomy of Guyana and -the worid economy
has not beeq fundouwntal]y’altered. |

The inmiications for the economy are clear. The fundamental problems
of economic dovtlopmont remain as they were at the t.we of. 1ndependence and
bLFOPG to 1ncrease ‘the wvelfare of the population 1n a small economy unlcn

1S very. h1uh]/ open to the world economy and which has a,low degree of diver-
sity in ite ‘axonrt nroducts, 1 e. to 7ind policies wh1ch can gen-rate inter-
nal grOuth and dlvers1fica*1on uhile at the same time ensuring that the ec-
onomy can capture evar greater benef1ts.from its interrational economic
activity. The ubjective st°ucture' wirich cond1tlon “hese poSS1b||1t1es have
no altertd in any Fundamental sensc what has changed is the 1nst1tut1onal
StrUCtLIO of the countr;, in such a fashion that\there can be better con-

trol and iore informed decision mak1ng about how the frU1LS of econom1c



activity will be divided and how they will be allocated over time.

The Government of Guyana now has substantial power and latitude in
molding the domestic economy to fit national goals, but it must do so within
an international context that has changed 1ittle over the last twenty years.

The major change in the economy has been iﬁ the dramatic expansion of the
state's role, especially since 1970. There have been two areas of expansion,
the growth of the central government and, more important, formation and
operation of a state enterprise sector. The inftial state enterprises came
into being in the early 1960s, e.g., the formation of the Guyana Electric
Company through the purchase of an existing company. The major stimulus to
the sector came with the nationalization of the bauxite firms stirting in
1970-71 and the more recent (1975-76) nationalization of the sugar indus<¢ry.
In all these cases, state enterprises were formed which closely resembled the
expropriated firms in their types of activities. In additioﬁ, a number of
other firms were either bought out by the government or were taken over when
they failed to function weTl. (See Table I). ‘

As a result of these efforts, according to the Minister of Finance, the
state controls 80% of the physic§1 capital in production and employs 70,000
persons in an employed workforce that was estimated in 1970 at 160,000 persons. ]
Thus through the state enterprises it has potential control over the major
sources of surplus for capital formation and has a direct and major impact on
the generation of eﬁp]oyment in the economy. These are policy tools which
generally are not available to governments in developing countries.

The figures on employment include not only the state enterprises but
also employment in the central gdvernment sector. As will be seen below, the
service sector has been the most rapidly expanding area of employment during

the entire period, and the growth of an government component has exceeded the



aaeeage qroutn fore L wnole sectae. S 3 result, in tha “mndern sector the

YOMRrAIRCNT €aN NGw nave a cominant role in theilevel of employment as wall
as 1n selt ing t“n “35% raies in this pace setting area.

These .institutional changes have been accompanied by an evolution in
thinking on economichpolicy. The various planning documents wiich have appeared
since .IGéOFQrbvine documentation of these changes. The initial plar devel-
oped by Gyanchand for the .Jagan government in 1963 outlined the steps which
had to be taken;to develop along socialist lines, including state activity in
irdustrializatibn and in'olanning The plan wisned to assure continued viabil-
1ty Ofthe pr1vate sactor 1n certa1n areas of the econony and to- foster.peas-
ant agr1ct1ture in sore crops, but these at empts were def1n1te1/ secondary
to the growth and d1vers1r1cat1on of the economy under 3 soc1a1ist government.

Tne»}96§-72,plan vas aevaloped bj‘a-group headed v Sir Artnur-Lew1s.
In.thié document.the,state is given a_majdr place in "tne-nat1onai'guidance
2 ;he Guerall epononw,“‘but'the avowed socia]igm of tﬁe earlier-effort is no
longer apparenth Rather, empnasis is plated‘dn the role of the private sac-’
t6r in canital forma'ion, on the need for seif-reliancc -and most importantly
on the dchlopment of prOJects uh1ch were. v1ab|e candidates for 1nternat1ona1'
fund1ng A ma jor p011cy effort was tne development 0f a series of tax 1ncen-:
tives to pr1vate 1nvestors whicn would have essent1a11/ reduced tax levies on
Ltheir npurnt1ons to zero ahd would have subsidized capltal‘costs

The vmphas1, on. projects carr1ed over into the 1972-76 nlan of deve]op-
ment, but fhe major change in this case was the def1n1te secondan/ role given
to the private sector. Accorj1ng to the p]an tne initial attempts at attrac-
ting investment through tax incentives were not very successful.” Certainly

f
much of the reason was that other governments, especially in Latin America,



had bequn this effort ruch eariier and had oftered cny concessions wnicn
Suzary winnt :ﬁVé:. In sny Case, *ne result was a decicion tharthe private
sector wuuld rfunction in the.Cooperative Socialist Repudblic, but it was not
tc oe atmajor factor{ That this has become the case in actuality can be
attested to by the growtﬁ'of the state sector.

The planning Jocument of 1978 for the 1978-3) reriod is a continuation
of these cnanges, 'with a further ratification of the predominance of the
state sector, . and a cont1nued concentration on prOJec. development The
one major change is® that these efforts will be coord1nated and carr1ed out

by a State Plann1ng Comn1ss1on made up of a technical staff anc¢ of nigh-leve.

rcpresentat1ves from a var1e./ of M1n1str1es, w1th the Prime Minister as the
overall head Th1s certa1n1y has grown out of the need "to consolidate. the '
institutional changes by 1mprov1ng coorainaciun of the economy 2rd beginning
to integrate the stata enterprises more directly into the flow of govérnmént
economic policy. '

Thesé coanges have been sustained : hcuever a .undamental fact to" note
is that the instituticnal chanoes and deve]opments in policy were takung |
place agajhot a background of basic continumty in the structures and perfor-
manco of the economy. Guyana was a highly open economy at the tine of its‘
independeﬁce'and it continues to be so today In 1976 the GNP was est1mated
at G°1 006 m1111on and in fhe same year exporic of the economy were G>590
m1111on and imports b$9¢7 m11110n Thus an exceptionaily h1gh proport1on of
the goods con5umnd in the econcmy are imported, which places a very high pre--
mium on tne fore1gn exchangc gonerarno in the export incdustries. [t aIso'has
the obv1ou, effect of rak1ng tne economy extrewe]y vulne'ab1e to chango in
the 1nternat1onal sphere, and this has def1n1tely been the imajor source of

1]

instability in ‘the econoiy. It is important to note from Table 2 that tne
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1976 iwport fiqure was unnaturally nign. Gyt during the entira geriod 1971-
77, the lowest import ratio was 50.4 and the lowest export ratio was 46.5.
The comparison in Table 2 with a selectad group of developed and developing
countries snows these ratios to be extremely high. Only Zaire of those coun-
trics even approximates the figures for Guyana, so Guyana ranks very hign in
countries wnich are open to the interrational economy and wnich will therefore
be greatly affected by international cianges.

This same openness on the capital side has traditionally cnaracferized
the econoity of Guyana. In given periods, large proportions of gross domestic
investment have been financed by capitai inflows and/or accumulated foreign
reserves. Table 2 shows tnat such financing accounted for between 10. 7% and
70.45 of GDI. during the 1971-76 period. The 1978 estimates are that 59% or
GJlﬂL nll‘lon of cgp1ta1 receipts w1]| der1/c Frzmoovtae13] grants or loans.
Aga1n thlS is a h.bn degree of .openness.

The . abcve treatment shows quite clearly that the vulrerability of the
economy -to internationa] fluctuations is substantial ana affects both tre

real and fhé finnncia] side. More importantly, despite thinking about "self-
re]iance," “the bas1c setting of tne econgmy has- not altered in any fundamental

..

fashion.



Examination of the dcmestic econumy indicates <hat the lack of trans-
forimation in the irternational sphere is paralleled by a high degree of
contiuu.tf in the dqmestic economy. This is apparent from an examination
of the sectoral origin of sroduction (Tadble 3) and of employment (Table 4),
Comparing the sectoral orwg1ns from 1960 througn 197C to 1976 clearly brings
this out. Agriculture, primarily sugar, eont1nues to play an important role
in domestic production, and ff anything the role has grown since 1560 Its
overall share rose from 19.2% to"25 0 and that of its domlnan* component,
sugar, from 13.4% to 16.0%. The contr1but1on of the mining sector, which is
alinost synomomous with baux1te dnd aluminas had'1ncreased by 1970 to 20% of'
GOP from 1960's 11%, but then fell off to where it was only!3.83 in 1976,

A sihtlar cﬁhstancy‘over the period is exh1b1ted by the manufactur1ng sector
whose_share rose frem 10.2% in 1960 to 12.25 1in 1970 and then fell off sl1oht-
iy by 197¢” %utr of this was due to rhe dom1nance of sugar process1ng, though
other manufactur1ng has grown in 1mportance But any plans that would have.
made 1ndustr1an1zat1on the foca] point'for the‘transforration of the economy
obviously did not come to fruition The one sector whicn did exhibit a sub-
stant1a1 thange 1n 1ts sharc vas the service sector,wnose share by 19”0 had -
fallen f:om 59% to 487 before r1sing sl1ght1/ to 49,1 by 1976 ¥ the data
vere in real terms. 1ts growth since 1970 would be greater.’  Of interest in"
this regard is that the share of government sarvices actual]y rose from 13.22
in 1970 to ]8 12 In 19/6 1nd1cat1ng a 5ubstant1al shift in the ccmposition or .
this settor Uh1'e the decl1ne in the service share would be an important phen-
or2rion to 1nvest1gate the bas1c point of this section should be ciear. Des-
pite the grant1ng o7 lnternal self—qovernment in 1961 ard of Independence in
1966, desp1tc the s1rn1f1cant 1nst1tut1ona1 change in the econor;. the basic -

structure Oor the econong has changed very little. In fact the continuity is

remarkahlo.



The same could he said of he pac:ern of ampluyment Jeneration.  in this
case data are available for the period 1946 to 1977 “rom a varfety of cources,
the rost inportant being the varkous Censoses. [n this case again'thece are
changes in the shares which can Se attributed to the agr1cu1ture sector and
to the service sactor. xncerestingl/ the changes are the opposite of the
changes in. output shares, with the share of agriculturai employment ral fng
From 427 to 30% wnile the share of service employment rose from 16.75 to 28. 1,,'
with the most rapid growth coming since 1965. But beyond these shi‘ts there
is a remarkable degree of constancy in the shares. The share of nanuracturing
employment ralls oy 6% over tne entire per1od : the sharsof mining, of build-
1ng and af transportation change by less than 1 pointjand commerce's share rises

g
by 2.6 percentag- yo1nts. Again this 1nd]cate5‘a high dejree of structural

continuity fn ;he“economy. ‘

" The combination ofiinstitutiona] and policy change wich the structural
economic continuity provides the e;sentia1 charac;eristics of the macroeconomic
situation of Guvana. The former provides the governmen* pol1c1 -maker a series
of tools and primary decision-making author1ty in nagor sectors+of the domes-
tic economy and thereby provides the pcss1b111t1es.of a much greater,internal

-

stability in-the cconomy. 0n the other hand, the continued reliancefof the
econony on- two or tnree key industries which are highiy‘suoject to rluccuations
oecause of weather or because of international market conditions imp{ies that
the oOMQstic econory will continualiy nave to‘adjust to externally induced
instability, aérlcast until the tiwe an internal cransformation has been car- -

ricd out to mitigate such influences.

Best Avallable Dociriont



I, [l_x.g,_-__.l-:_.)_m_~ou(:ur‘n_rn:uy_:__i_n_stabi1ity and [ts Causcs

Altnough the 2lerents of changs and of continuity are of pr1mary impor-
tance for understandlng the economy of Guyana and its prospects, ft is also
necessar) to examine in greater detail the ordinary macroeconomwc measures
of the eccnomy and their bSehavior during recent perices. In th1s it will be
useful to detail the 1970s since the links between this more recent period
and the iikely future cnanges 1n the econémy are highest. Through this exam-
ination it will be poss1b1e to 1solace the factors which affect the perfor-
mance of tne econony, in particular the sources of ins taoility in the econoimy
and their nmgn1tude during the 1970$.A It is in the operat1on of these fac-
tors that the e1ement of cont1nu1t/ with pasc cuyanese experience will be
found. ) ; . ' . . - ei <

A useful sta"t1ng po1nt for this analys1s is the sectoral orlg1n of GDP
vtilized aoove. Tables 5 and 6 prov1de the basic 1nformat1on for ch1s break-.
dcwn. In manj ways, the percentage share oreakdown is a natural means of
summarizing the 1nformat1on. and it should be 'realizad that this would not
differ from the treatment above.4 v " .‘ R '

From tae Tables it is quite a d1rect step to see the sources of growth
“in the econouy. Examining the real values, manufacturlng and se;v1ces were
Eie cain areas of growth. In the .u:'cr,'“hc traditional manu.actur1ng under-
takings of rice and sugar n1111ng were stagnant, but the "other“ component

grew-at a rapid 16€; rate. onethelsss, by 1976 this latter group cormprised
| only 7% of GDP, 1nd1cac1ng that a substantial period of such rapld growt
would be necessary bcfore manufacturlng became a major factor in the economy
The other growth sector was services with d1str1but10n. transport and rent
all :n0w:ng rapid growtn. But the mcst rap1d growth was in. the gcvernment

cormonant which grew 64.15 over the entire period.



10

To find the reasons for the rather slow overal} growth of the economy ,
17.2 ;n ovey theient1ro per1od one must Took to the agr1cu1ture sector wnich
giek dioniy 6. S~ and the mining sector whose output decroased Thc f1rst of
these was due to the stagnat1on sf the crucial sugar and rice sectors which
far outweigh the crop, livestock and fishing sectors, all of whicn had rapid
qrowth rates Aga1n this 1s the result of the structural continuity of the
economy. In m1ning the result'is due to the deterioration of bauxite mos t
Tikely as a result of the transition from private to state ownership and the
need to_reorganize ané Fiad new woriing and marketing arrangements.

.Thus' as_would have been expected from the earlier treatment, the growth
performonce of the economy is highly cond}t1oned-on the performance.of the
agriculturc.and'mining sactors which have'traditionally.dominated. Oufing
the perioo of the 1970s thesa _vere anything but boU/ant and the overall per-

rormancn rzflacted this quite clearly

k4 -

The fecond aspect of tre perforimance of the economy wnich can be exam-
1ued from these data i the stab1lit/ of the economy over time and the sources
of stability or instability. In the case of Guyana, changes in the {ndicators
ir current terms are the most relevant since they lead to substant1al var1ation
across the economy, but cnanges in the real magnitudes can also prov1de impor-
tant information. From Table 5.1t can be seen that GDP exhibited a fairly
unstable pattern during the 1970s, ‘actually declining by 4.5% during 1972,
stagnaling in 1973 and then stagnating again in 1975 and 1977. ¢r cour<e, .
this typu of paciern severely irpairs any long-run gryiih perfarigice and it
adus Sub°tJntial‘COleications to problems of oolic/.as will be seen later.

" In d1saggregat1ng GDP Sy subsectors, 1t can be seen that the 1nstab111-y

is gencratnd by certain specific sectors. The major causes of the downturn in

1972 and 1973 were sugar, rice and baukite, the'sectorg-traditiona!]y denominated
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tho'“trjpod of the econumy." Of courze these are tne same sectors which
wnre inportant in the narly 19605, and their ront1nued impoartance coupl—d
with trcie 1nstab1 ity 1nparts a c/c11ca1 pattern to the economy For ex-
anple, the real output of the- sugar 1ndustry fe]]‘by 162 in 1972 and bv
another 8% in 1973, bauxite fell by 13 and 35, in the two. years while rice
output fell- by 22% in 1972 and rose by 27% in 1973, Of'course.sugar and rice
’ miiling had a similar pattern, but virtua1ly every other industryiin tne
economy grew during 1972 and 1973 or, at the worst, the fec]ines viere mlnor
So structural continuity seems to br1nq with it econom1c 1nstab111ty

The degree of 1nstab1:1t/ 1nparted by these sec.ors is made more 1mpress- 7
ive when the current figures are examined in Table 6. With th1s measure, GDP .
rises in every year except 197g and the ‘declines in output in sugar, rice
and bauxite are not so gramatic. u;’r dec11nes only in 1973 and then only
by 12.5%; bauxite declires in 1973 oy 17%. But.the price impact on stability
is seen dramatically in the increases in output registered during 1974 and
1975, Sugar outpu. 1ncreases by 272% in one year, 19741 and this is followed
by a further increase of 34% 1n 1975. Rice increases by 993 in 1972 and hy
a further 41% in 1975. The bauxite f1gures are 587 for 1974 ‘and 21.5% i '
1975 The nominal changes generated by these sectors are huge and there are
a var1cty of mechanisms wh1ch can transmit these chanres to the domest*c ec-
onomy and can have an 1mpact there. Compar1ng changes 1n these sectors with~
' thn,e of sectors which produce gcods for donest1c consumption, the price-in-
duce d chonges are much less 1n the 1a*ter, 1nd1cat1nu that the domestic econ-
onv is eclle to sterilize some of the changes wn1ch are generated in the export

industrices. - f»

v

A1l of these measures reinforce the basic point wnich has been made that

the traditional sectors which still dominate are the rajor determinants of -



growth and stability in the_econonw. This is not to say that all other s5ec-
tors respond to impulses from these sectors. For example, the other crop,
rent, government -rl ulher mnnufacturing suctor exhinited rcol growth every
year with no major price:surjes In add1tlon. fishing, d1str1bution, trans-
poirt, corstruct1on, f1nanc1al services and other service sectors had minor
deciines, 1ener=11v only in one year, and again did not exhibit mo*or 1rrug-
ular p~1ce changes._|n1s does-indfcate that there are sources of stabiifty in
the e(onomy, and th1s quest1on w111 be reexamined when specific consideration
is. g1v=n 0 government pol1c/ [t should be emphasized that governnent 1s the
mos t 1mport3nc of these stab111z1ng sectors By 1976 it had certa1n1/ estab-
l1shed 1tse1f as a ma jor factor in the economy. Indeed, since government along
wlth sugar and suqar mllllng and bauxitéaccounteqfor over 50% of GDP by 1976,
it is apparent that the tripod of the economy should rig:tly include govern-
ment rather than rice oroduction and milling.

~ Gefore leaving the topic of instability on the side of produstion, it
should be realizod that the final'costs of the ?nstability are borne by the
c1t1zens of a country, and the problem with 1nstabi11 ty 12 the variation in
thcse costs and any l1nkoge ‘hat there mlght be betveen instability and eco-
nouic 9rowth In order to ga1n a greater idea of the rosts, Table 7 presents
informaticn on chanqes in retail sales from 1671 throuoh the second quarter
of 1977. 9Of c0urse ‘the indices are of current dol1or sa]es, and 1nf1at|on,
which ran at an chroge of 9. 6 over thc perlod woold lo:er the apparent in-
crease. But even: in. current dollar terms, there are a number of ceses ln which
the 1ndex decl1ned Of course the most apparent and consistent of thes2 is
in the t1rst'twosquorters of 1977, jndfcating a substantial decrease from 1976

as vell as a fall from the first to the seconc quarter. Indeed,in many of the
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categories, thn index in 1977 was far below the index value for 1975, |[n

teal teras the decline would have oeen even greater

-

A second manrer of un? oldlng tne economy for exu11nation is througn the

nLugor1e of Final uxpendlcuru' Th1s prov1dos an add1t1ona1 vantage point for
isolating .ne causes of 1nstab1]1ty 1n the economy and it can again indicate
the 1nterna] sh1fts which may be occurr1ng It w1]] show that the 1nte*nat1ona]
sphere is the mawor focus of 1nstab111ty and it will clearly document che in-
creas1ng role of the government Tables 3 and 9 refer to'these questions.

The role of the 1nternat1ona] sector 1n the 1nstab111ty of the domestic
economy is clear from Table 8. The consumpt1on component of final expenditures
increases every year and at an increasing rate. Gross domestic investment falls
in money ters &uring one year, 197], hut:%n other years increases at a rate
greater *han the rate of inflation. The lncrease in ]975 is much greater than
in the other years, but overall th1s component exh1b1ts relatively stab]e
growth. Such is not the case with the net export component which undergoes
continual gyrations. In one year the change in net emports is equal to 257

of GOP; and in another year it amounts to ]5“« The magait ude of th1s inpact

is clearar if one recalls Table .2 which 1no1cated that for the other . coun-

-

B

tries the total share of exports in GNP was 1ess than &55!  From *he. ccnipon-
ents of'net exports 1t can be seen that the change viero 1nduced by the export
performance. Imports rose dur1ng ever/ year though rot at a regu]ar rate,
but it wes in tne export area that actual dec11nes in nom1na1 terns 'were reg-A
istered, and it is here that the instability for the ecoromy originatcd“during

the period studied.



Table 9 presents a sectoral breakdown in percentage perms. Of most im-
portance is'the growth in the government share. - With respect to total con-
sumption, toth public and private consumption increascd, buﬁ the rate of
growth of puplic consumpt1on exceads the rate of growth of private consumpt1on.
Thus the relative share of public consumpt1on increasad from 17.1% in 1970
to 26.15 in 1976 while the relative share of privaaa,p naumpt1on decreased
from 602 to 85%. -~ . . ' ’

The same pattern appears in the public and private- componenta of Fixed
Capita1 Formation. Fixed Cap1tal Fornat1on has 1ncreased its share from 213
in 1970 to 35% in 1976. Much of the reason for this was in Public Fixed Cap-
ital Formation which'increaaed from 10% of GOP 1p 1970 to 30% in 1976: Private
fixed Capital fomation declined from 11% in 1970 to 4 An 1976.  Indeed, the
dol:ar volume of Prrivate Fized Capital Formation was -efs in 1976 ‘than it
was 1n1970 Since 1nvestmgnt is a major factor 1n‘grawth, 2 closer look at
the shares is useful. }t is seen that the share of fixgd capital formation
doesvfluctuateﬂ fa1fing:in 1921 and 1974 but over tpe vhole ﬁer1od.risjng sub-
stantially. Since all pf the increase is in the pub]ip se:to?: this 1mpTie§

that the governren; has been successful in connwnd1ng an 1ncreasing partion of

GOP. for usa in aap1ta1 rormat1on On the other hand,_lt has not steri1 zed
this from Jverall fluctuations 1'n‘t!1e économy, fthe:ne which will be dea]t
with extensively below. f' o e o - _ “A

To surmarize the discussﬁdp frou the'expenditUre perspective, two points
seem most important. %ifst‘bqth gonSumptiqn anp invgstmant:repre§ent sources -
o growth and are relativeiyjstablg.‘ Thc'gVOWLh‘iQ aéfinitply due to the in-
creasing importance of Sub}ic activity in both expendituke afpas. iSecond, the
in:ernatipncl.sector not ohly inhibits ‘growth with impor:s~pf§ing more rapidly
thain expores, but it also is the major éxpenditure scurce of 1nstability with

substanbtial varigtions from year to year.



Given the importance of tne international secins Zor the gconomy, -
will Lo usefu] to examinc it at some Greater length at th‘svpoint .Table 10
presents e balance or pa/ments f1gures for the period 1970-1977. In the
current account as has been nentioned previously, the pattern is one of in-
stab111ty and mass1ve changes ‘rom year to year in the overa]] payments sit-
uation. Most of these changes ar1se in the merchandise export component. On
the side of services there was 'a consistent deficit which grew in size during
the entire per1od; Much of the growth was in the travel and transportation
component and in othergservicesf Transfers also increased regularly over the
period; o

[t should be obviOus‘that a continual current account deficit is a major
weak spo% in an open economy“such as- that'of Guyana, and to understand its
outlines more ciearly it_wiil Se necessary to disagregate the merchandise
sector.‘fable 11 examires the merchandise trage by oue-digit SITC classes,
while Tab]e;[érdetails‘trade by origin and destinaticn.

Imports in all 15 categories increased in virtuslly every year with al-
mos ¢ a]l'categorics_shoning‘a sudden surge in 1974. This was mos: notable
in fuels and’]ubricants which after increasing from GS 28m in 1972 to GS 48m
in 1972 bal]ooned'fur nnr.to G5 103m 1n 1974 A second notable surge was in
machinery imports during 197: where the increase was from G5 122m to GS 239m.
Over the 1971-76 period tnese two categories, plus manufactured articles, ac-
counted for 72% of the total increase in imports. it is important to note
that durinq 1977 there was some soocess in cutting back both total imports
and impor;s_of’manufactures and machinery, However, imports of.fue]s‘continoed
at a high rate of increase. Much o7 the decline was cue to government 1mposed

f
restrictions, a quest1on which will be exam1ned in the next secc1on



[n the case of Gusana, the value of mercnandise exparis depends alvost
nxcluzively on the production and price of three commocities: sugar, rice,
and bauxite. Together these thres commodities represented, oa the average, 753
of"Guy;nd's merchandise exports during the 1970-76 period.

In terms of pnysical quantities, exports of bauxite nave decreased
since 1970, but this has been more than offset by an increase in the exsort
price of bauxite, generating 3 pattern of steadily increasing export earn1n953
The patterns for the production, price, and, therefore, the value of sugar
and rice exports are not nearly as steady. [n 1973 with poor weather condi-
tions, there was a substantial decrease in export quantities for both rice
and sugar. [n the case of rice, this decrease was offset by favorable price
conditions }eaving tne value of export earnings from rice oas1ca11y uncnanged
"rweon 1972 and 1973. With sugar, there was no upward mivement in price and
consequentiy the value of’expcrt earnings from sujar 7ell appreciably. All
Lais simpi, underscores the point that the behavior of merchandise exports
is determined by the production and price of the three nrincipal exports.

For 1977, preliminary data analysis suggests that domestic merchandise
exports will fall for & second consecutive year. Output levels for both sugar
and bauxite decreased whi]é ricz production increased significantly. The re-
duction in.production of bauxite represents a continuation of the &rend pre-
yiouély cited and may be explained by a somewhat depresged world demand.

- The Guyanese performance in sugar and rice is good by comoarison with
. the rest of the world, for prices of both cormoaities weakened during the
year. In part this was offsét.by the accéss of Guyana to a quota fromn tne
Lowé€ Convantion whici eétablished a price now above tha wor'd rarket price.

. :
Therc may be some acditisnal aid from the [nternational Sugar Agreemernt in
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coming years if the price firms up Lut in its avsencec thz Lome quota is the
only stab111z1ng farce on this front. Guyana has peen attempting to ohtain
U.S. preterence status for its suger which it Is estinated would generate an
odded GS 14 m of proceeds, but as yet they have been unsuccessful. In the
case of rice, nost of tne sales are to the CARICOM countries and once again
the price is a negotiated price which tends to be more stable than worlg prices.

Turning to Table 12 it can be seen that the distribution of Guyanese
imports by currency area has shown some minor fluctuations over time but in
genera1‘ can be viewed as relatively constant, over h2 1970-76 period. Thus
in 1370 the Commonwealtn countries wure the source of approximately 587 of
Guyana's imports and in 1976 the corresponding figura Qas 51%. This decline
for the Commonwea]th countr1es largely ref]ected the increasing importance of
the U.S. as a Guyanese supplier. The data suggest that there 1is more varfation
in the Ccnmnnwea]th c]ass1fication than between the Commonwealth and other
currency areas. _Here the U.K. and Canada have becone relatively less impor-
tant wh11e ”ARICGM has become ‘more. 1mportant These general patterns are
supported by the orel.w1nar/ data for 1977

With respect to the destination of Guyana's 2aports, the relative shares
going to 'the various eurrency'areas are also rairly stable. For example the
Commonwealth countries absorbed'about 52% ef tne Guyanese exports in 1970 and
467, in 1976, Tne preliminary data for,1977 suggest that the 1970- 76 patterns
continue to preva11

[t is 1ntore't|ng to note ‘that the U.S. is the IKGs 1mportant trading
partner in 1977 and that the U. S .K. and CnRICGM together account for over
60. of both 1mports and exports |

Deficits 1NCUTTGL on current account nmust be offset By'various'capital

transactions. In the case of the Guyanese economy, the majo?'ba1ancing,accounts



are reprecented by afficial capita) r"r"ipr und central hank hoidinf].. Cver
the 1976745 period the buik of the c”rrnnt aCfount deficits vere offses oy
ufficiai':apira' receipts The two major exceptions to this pattern were
1973 and 1676. (n botn of tnese years the defici not avbsorbed by official
capital receipts largely became”the responsibility of the Guyanese central
bank, the bank of Guyana. [n 1973 the 3ank of 5uyana responded 0 tne Je|-
ance or payments problems by undertak‘ng a substantial reduction in its nold-
iugs of foreign asscts and by increaSing rather draratically its indebtedness
to internationa]dorgenizations..oreign 3ssets fell by approximately G§ 43
million while deposits of international organizations rose from GS 3.4 million
to GS 13.0 million. The same pattern, but on a larger scale, emerqges in 19786,
From Cecemoer 1573 10 Decons:- 1276. foreinn assets of the Bank of Guyana fell
frem GS 254.2 million to GS 75.7 million while deposits of internationa) organi-
zations rose treim 35 77.4 million to 3§ 134.1 million, |

As yvet, no data are‘avaiiable for the capital account fur 1977, butit
wou]d appear that the expected deric1t on current account viould again require
infiow of offiCial capita] receipts ard actions by the Bank of Gu"ana. It is
this situetion. the c0ntinuing need to Finance tae def1c1t combined WIth an
dcute scarcity of reserves: which has led to negotiations betdeen the govern-
meny ano the idF for credit arranganenrs This is_the nnst tangible evigence
of the pOirt which has appeared througnout this section, that the major‘preSSL
ures o0n the- econonu or'ginate “in fhe internationai spher , and their 1inkages
in‘g the conestic econony are the cruc1al questions .or assessing the econcnw"
succes in proVid.ng for tne needs of the popuiation

There is one addi.ionai useful vantage point for viewing the macrececonc::,,
and this §£ the generation of savings in the econoriy. hile it will only serve

to reinfurce the importance of the qovernnient role as weli as the centraiityp
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of the international sphere, savings' key role in the cadital fcrmatian pro-
cess justifies sucn an examination.

dUonag been roced earlier that investment's share of GOP had risen and
that the governient's snare of that rose from 44% in 1970 to 827 in 1975,

Turning to the financing of investment, the data presented in Table 13
indicate that the regular increase in investment contsasis sharply with the
instability in each of the three major sources of investment funding. Gross
National Saving, for example, falls from G$86.9 million in 1972 to GS$S40.5
million is 1973 %y avolodes to G5 227.3 million in 1974. Net External Cap-
ital Inflows experienced a significant increase between 1574 anc 1975 but
in 1976 had returned to their 1974 level. In 1672 theie was a GS12.1 million
increase in.reserves, follawed by a.GS60.6-'mi1lion decrease followed by a

$63.7 million increase in 1974. Even witnin ‘he cateqory of Gross National
Savings there is a great deal of fluctuation. MHere Cross Domes tic Savings
raﬁges from a 1ow of GS67.7 mi]]ion'in 1973 to a high of 35391.9 million
Jjust tvo years 1ater. Net ractor Incomes are sligntly more stable, moving
from a minus G$42. 4 m1111on in 1970 to a minus GS24.1 million in 1972 to a
ninus G>52.4 million in 1974.

A §ccond pattern reve;]ea in Table 13 is that in each and every year
of the 1976-?5 pariod Grdss Comestic Savings was larger than Gross National
Savings with the di%fercnce,afising because of the drain of Net Factor In-
coines . IE-is interesting to note that one effect of the institutional changes
should be tne'stab%li:ation of het Factor Payments since profit repatria‘ion
by pr1vatc f1rm, is no longer an lmportan» f]Od, having b2en replaced by
fixed pay wents of .ntereSt and principal.

A th1rd pattern, which is implied by the two previous patterns, is the

importance of external forces in the flow in investment funding. As capital
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flowS‘jnté’Lhé.codntry ii‘has, @ithin th2 oresent coniext, ihree possihle
uses: it éah ba used to augment reserves (or offse: factors tending to
dccru:sé”resérvgs), it can bé used to meet outpayinents for factor services,
or it can oe used to finance investment. I[f net external capital inflouws
are not sufficiently large to cover tne first two uses then domestic sav-
ings must be reailocated from domes tic investment to cover the remainiag
deficiencies in net factor incomes and changes in reserves. Although the
exact balancing procedu}es may not occur in this manrer, the influence of
international considerations upon investment fundﬁng are clear. Thus once
again the central themes of the importance of'government and tha importance
of the international sector in the Guyanese economy are repeated.

[T{. St2bilizing the Somestic Economy: Policy Tools and Uses

The last section‘has examined in some detail the sources of instabi]jty
“for the economy of Guyana, 7inding that the international sphere p]ays'a
major role in this. This saction will turn to a more detaiied examination
of the dcmestic economy, and more narticularly of the tools which the govern-
ment has at its disposal to stabilize or insulate the domestic from the in-

ternational fluctuations. In addition an effort wi]]vbe made to isolate any

u1nd areus_wh1cn cou]d be suppcrted to enhance domestic staJ111ty

Tt

' gTLLﬁf1*st quest'on wh1cq must be examined is the manner in whlch the -

1ntcrnat1onal dno‘tne fore15n sphere link up. Of course many of the ]1nk-‘
] ‘

ages arc 1nplxc1f 1n the ear]ler treatment, but it w1 11 be useful to make
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them explicit at this point. Table 14 provides a diagram which attempts to
isolate these linkages. It also indicates the areas in which government policy
can have an impact on the overall functioning of the economy. This will be a
major theme of the section.

As can be seen from the diagram, variations in exports have widespread
ramifications for the econo.y. Their initial and major impact is on export
proceeds which can be used to finance imports into the economy. As noted
above, the latter are more stable, but they must adjust over time to the level
of exports. Of particular importance to the supply side is the adjustment
which would be made on intermediate inputs such as petroleum, wheat (which is
an input) into flour production, chemicals and machinery. In all cases, dis=-
ruption of supply would have substantial impact on economic performance and
welfare. Imports are also a major component of %ina] consumption and of
investment. Again, a lowering of supplies would résu]t in lower real consump-
tion and more importantly in lower investment and growth.

The second area in which the international and national economies link
up is through factor payments: wages, rent, prof{ts, and the taxes which
all of these imply. These payments are the source of domestic savings which
as noted above are a major component of investment financing. The third link-
age is again through savings, in this case by capital flows which can supple-
ment savings of the domestic economy and can therefore finance either invest-
ment or foreign reserve accumulation.

In all of these cases, there is substantial instability, and the task
of this section is to indicate how they affect the domestic economy and more
importantly what mechanisms the government has available to it to offset

these fluctuations.
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The first area in which adjustment could be expented is that of fiscal
and monetary policy. Actions which counter che external cycles could pro-
vide to tne domestic economy a much‘greater degree of stability than would
be found under a situation of complete openness. While this is theoretically
correct, in actual fact it appears tnat fiscal and monetary policies are not
counter;cyclical and have e tencency to adjust in a fashion to accommodate
the external changes. Let us examine this in greater detaitl.

It will be recalled that the vears 1974 and 1975 were years of rapid
growth in export proceeds ,and they were accompanied by relatively good per-
formance on the capital account internationally. These changes had two diraect
effects on indicators of government policy. In the first place, given the
nature of the tax system which was benef1Lt1ng greatly from the ad valorem
taxes on sugar exnorts, government receipts increased at a rapid rate during
tnese year’ (See Tables 15, 16) Current revenues during 1974 more than
. doub]cd over the previous year to GS320 million, and aen tney increased by
arother 50% in the fo]low1qg,year. Current and capital revenues increased
by sfmilee emoents. Expenditures were on'Ehe rise as well, but their growth
lagged revenues by one year After grow1ng by some 20” in 1974 they blossom-.ed
by 70% in 197 and by 25% in 1976, 3 year of substantial declines in rev-
enucs . .11’ . '.f ’ _:’ - fr ;,_g o :‘ |

In add1t1on, Tab]e 17 shows that ;he pattern of.hnney supp]y increases
was virtually the sanm After a ratn of growth of -157: 1n 1973, it grew by
35 in .97@ and by another 584 in 1975. In part this is because the money
supply incréased t¢c accommodate government expenditures, but more appropriately
itAcan‘be considered a ;eflection of the growth in export proceeds and inter-

{
national assets.
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The benavior of governmwent expenditures and of the money supply 15 again
acconmodating in the downturn, witin total expenditures ceclining oy 22. in
1977 and the ‘growth of the roney supply slowing substantially to an é% growth
rate. ' |

The conclusion of this examintttoh of orthodox policy making in Guyana
is that it ha; not played a major role in stabilizing the economy and in
insulating 1t from the fluctuations in the export sector. This does not imply
that such an gffoht would be impossibie for the government. The years 1975
and probably 1978 snow that it is possible to reduce government expenditures.
Presumably, they could be changed in a countercyclical fashion. Similarly
the government is able to contirol the money supply througn the Bank of Guyana,
and couldvconscfbusly statilize the dcmesté; economy in this manner.

Given the substantial external prassures, and given that orthodox polic}
secms to iave follewed the cycle rather than 6ffsetting it, the gquestion of
what are the sources of stabi]ity'in the econdhw rehains ~ The esﬁential'an-'
swer to that question is that the extensive governmental control or the economy
in all its basic operat1ona allows the economy to function in a far more stabie
manner than would be expected given the exogenous stimulation.

In 1ubkihg for édurces of stability, there will be.three that should be
emphesized. The first 1; governmental direct controls on v1rtua11y all sectors
of the econony. The second area of importance is the state enterpr1se sector
and the ké& opchtxonnl rp]e yh1ch‘1t plays in the overall economy.' And fin-
ally, the th{rd scyr;é of stability is the government's impact onAthe'sdurtes
of income in the*satiety and the existence of an agricultural secior with
ample land They will be examined in _turn,

¢ Governmental Direct Controls
The direct controls on the econoimy are widespread and when taken together

provide few areas whicn have notbeen :taken into account by the coverament. The



major cuntrols for vur purpoces are he following:

-import controls: 'certain goods have simply been banned in the
past years. (In March of '1978, the 1:ist includeq 84 items ranging from
Ineat, to salted fish, to biscuits and varnish). In the case of other goods
which are permitted, it is still necessary to obtain an import license in
order to be allocated the.foreign exchange necessary for the purcrase.

-price controls: the Ministry of Trade and Consumer Protection is
empowered to set both wholesale and retail prices on most commodities.’ The
basic methodology used is to allow the cost of production or the internation-
al purchase price hlus ; percentage markup at both wholesale and retail. -Thts
program was coupled with aetjve efforts to subsidize basic commodities out
of gene}el hevehues. Table 18 indicates'the course of subsidies.

-intehest_rate ccntrols: tha 8ank of Guyana sets the interral interest
rates for varfohs transactions. However, in keeping with its generally DQSSf
ive role, there has not been an active policy in the area. e.g. the hank rate
has remained constant at 6 1/2% since 1966 and reserve ratios have not changed
since 1972. In add1t1on the governnent directly allocates.a portion of the
econony-' 5 f1nanc1a1 assets to such entities as, the ngr!cultural Cooperative
Developient’ Bank The 1nm ct of these operat1ons on the panking system ca2n be
seen in Table 1§ wh1ch shows how tha banking system hasAacebmmodated wider
governnerntal policies. The most notahie feature of the table is :he rapid
increase in liquid assets froh 20% of assets fn ]970 to 495 ih 1975,

S p settind' the governnent sets a'miniwum'wage fbr'government'em-
ployees wnich sets the pattern for the overal] m1n1mun wage w1th1n the economy.

R

In additi on of course, s1nce ‘the governrent is’a maJor ewployer, it can sig-

~n|f1cant1y affect the wage structurc oy its overall wage setting behavior.



This array ofvdirect controls provides the government with a set of
policy tonls whiEh cuuld te effectively utilized Lo stabilize tne econcny
and td 0ffiet the trpact of the interrational fluctuations. In;revieﬁing_
the period of the 197Cs, howeuer. this was not the manner in which,they were
utilized. Rather, they nad a tendency to coincide with the externai cycle and
tharafore to transmit the cycle to the domestic economy in a fashion similar
to that of che;orthodox policies. Several_examples win suffice to make this
point | | | 7 '

The fwrst one is the use of subs1d1es. There have been a var1ety of
subs1d1es over the years in. Guyana, but the1r use became qu1te w1despread
during the per1od follow1ng 1974 when the 1ist of Subsidies grew and the
aimounts 1nvolved 1ncreased substantially a]so. They vere generallj pro-
vided for tasic focdstuffs such as edible oil and wnheat and milk, but a variety
of policies extended these co areas such as transportat1on and other domestic
food products With che 1nternat1onal downcurn in 1977 ‘and 1974 _the 5OVLPn-‘
ment has been renov1ng ‘the suos1d1es and pass1ng a]ong the h1gher pr1ces to
cunsumers;, thus evacerbating the s]ugg1shness of real 1ncomes caused by the

downturn,

Intarcst rate controls appear to have had little 1mpact since they were
not used active]y as 2 tool,. though direct al]ocat1ons of f1nanc1al resources
were aga1n pro-cycls cal The case of 1mport and currency contro]s aga1n pro-
vides a clcar example of pro c/c11cal behav1or on the part of the government
Az was secn earlier, the rap1d 1ncrease 1n expor* proceeds was followed in
short order by 1ncreases;1n import , SO that on current accour.* even in the
good'years theredremained~a-deficit. When foreign axchange became scarcer,

{
the reaction was to tighten up on the controls of exchange and imports and to
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cut back substantially 65 imports, thus ratifying the impact of the external
fluctuation,

So in retrosuuct,;ituis apparent that the array of governmental tools
which are available in terms of direct contruls were not used to offset the
externally induced fluctuations in the economy but insiead ratified and trans-
mitted then. On the othar hand, it is important to note‘thét structurally it
is completely possible for the government tc act in the opposité fashion, It
can contrel the amount of foreign exchange which enters the economy, it can
arfect the prices that consumers pay and therefore their real income by set-
ting prices and by setting subsidy rates. It can also affect the wage struc-
ture iﬁ the econony and set the allocation of financial resources. Thus it
has a very effective group of policies which could be utilized and presumably
will be utiiized in the future in a sonewhat different fashion. In this the
qovernmant is in an enviable positicn, for many aconciiias which are of an
upen nature simply do not nava the ability to offset the external “luctuations
for the lack of zolicy options. This is certainly not the case with the govern-
weat of Guyana.

State Enterprise Sector

A second fundarental area which allows the governmcnt to have the wea-
pons necossary to stabi]i}e the domestic economy is the state enterprise sec-
tor. As noted eerlier, by some measurss the state now controls through its
state ernterprises some 8Q0% of the productive assets of the economy. [t is
strategically placed in the three main sectors of the economy through_its'con-
trol o7 SUYMINE in bauxice, of GUYSUCO (GAIL) in sugar and now in foodstuff,
and Guyana Rice Board (GR8) in the rice industry. In a “ition, major sectors
0. distribution are con%ro]]ed by the government,aliowing more direct enforce-

- r . 3 « .
ment or pricing decisions.
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There are two main areas in which the state enterprise §ector contrib-
ules to the governmental ihpact.on the economy. The first has Lo do-with the
capture of the'surp]us generated in the economy and the second has to do with
insulating the economy from international fluctuations.
In the first case, as noted earlier, the state enterprises dirett]y or
indirectly provided a substantial portion of government revenue in the past.
Table 16 gives an indication of their importance. It is saen there that the
high point of their contribution to current revenues was during 1975 where
primarily. because of the sucar levy 46.6% of government revenues were gen-
erated by this sector.* This percentage haa gradually fa]leﬁ to 24% in 1978,
to 12% in 1977 and it is programmed to increase to 17% in 1978. The main
revenue genérators'are given in Table 20. ‘
| Although the c2pital expenditures in past years are not available for

the state enterprisas, somz indication of their role can be gained from the
estimates for the 1978-81 plan period. Table 21 indicates that the state
enterprises are programmed to undertake GS369 million of capital expendiQ
tures, 57% of which are to be interna11y financed. Thic represents 35% of
the total pianned capitai .expenditures during the plan period and it would
be much higher except that the irrigation projects for rice are not under
the GRB.

Uhile there is‘]ittle point in examining the realism of these figures,

they have been mentioned to suggest that the government is strategically .

*Of course the sugar plantatiorswere still owned by Bookers, but the
point is that the revenyes came from what is now a state controlled sector.
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placed to control the major sources of revenues which can be used for capital
formation. And thus it can affect both the stébi1ity of tnhe economy and the
yrowth prospects of that economy by the operation of the state enterprise
sector.

On the other hand, it is certainly correct to say that the performanpe
of the siate entarorisa sector in terms of actually generating surpluses and
investible funds has been unexceptional. For example, the 1977 estimates
had called for a surplus of G335 million from Guystac enterprises aside from
thé trading corporations. In actuality, “ne surplus amoun*ed to only G$534,000.
This has led the government to undertake a seéjes of efforts to realiza the
surplus that should be generated in this sector and thereby.to turn the stata
enterprise sactor into a major source of tépita] formation for whatever diver-

sification may be undertaken.
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The Minister of Finance in his message highlignted the surplus or deficit
situation of virtually all the corporations in this sector (see Table 1). This
is hardly a meaningful cxercise given the wide range of governmental interven-
tions on prices and allocations of goods, for the latter largely determine net
surpluses. Nonetheless, there does seem to be emerging a consistent thrust to
governmental actions and a policy Yisad-vis this sector. The first prung"is to
make the price comparisons more of an indicator of operating efficiency, and.
there have been a number of changes inm this area. The consumer price: of rice
was doubled in January 1978, making it virtually identical with the farm price
of rice. In addition there are indications that this entire sector is under

regvaluation,and other changes are Tikely. Similarly, many public services. were
allowed to raise their price:. transportafibn, telephone and electricity. Al
of these had been receiving gavernment subsidies to offset their deficits.
Gasaline prices have gon2 up substantially. In addition,. many or the subsidies
“on the input side 3rc b2ing lowered. Fertilizer had been sold at 507 of cost
but will now be so]dbat full cost. Seeds had been distributed free, but they
will now be sold at close to cost. Thus there does seem to be a definite mu.c
to set prices closer to matket prices and'to use themlto allocate consumption
and to provide a measure of public sector enterprise functioning.

Hhile at first glance this seems to be a rational poiicy, and it is cer-
tainly one which will make the economy look more familiar to the ordinary econ-
omist, there are sevoral aspects of this policy wnhich must be noted. The first
is that it will have Jefinite impacts on thebdjstribution of income in the so-
ciety, or better put, on the distribution of purchasing power. For it should
be obvious that not all persons consumea *he same amounts of these now  sub-

sidized gooﬁs, and the impact of the changes will differ greatly according to
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the role such goods 2lay in one's overall consumption bundle. To the extent
that staple goods such as rice become more expensive, the poorer segments of
the population will suffer a decline in their welfare. This of course is to
some extent offset by the case of the rice farmers who will simply increase
their own consumption of rice, but even in fhat case they have been prevented
from purchasing rice at the subsidized price.

The second aspect is that these policy changes will not necessari]y even
1mp~ove the efficiency of operation of the economy. The "theory of second best"
app11es here and it suggests that efriciency will not necessarily be greater
as one moves toward a system of competitive prices. The basic problem that the
state sector is facing is 1neff1c1enej There are enough indications such as
pawar h]ackouta to indicate that this is surely so. Another examw!e ic the
failure of the Agriculturai Proauc:s Soreoration to imeke any substant1al gains
in production of oil palm, b]ach eyed peas and cassava. So certainiy seeps must
be taken to improve the operation of tne sector but changas in price policy
will not be a major aid. Juch more important will be the development of man-
agement skill and of management attitudes which see clearly the'ro1e of this
sector in the economy and provide leadership for the effactive handling aed
operation of the sector.

It should be noted that the absorption by GuYana Agro Industries Ltd. of
GAPC is likely to be the f1rse of a series of consolidations whose purposz -
to draw upon the alrezuy developed management skills of the corporations and
to spread the overhoad of opcration of these firms acre-s larger economic en-
tities. Presumably there yi]] be some economies to such amalgamations and the
overall efficiency of the economy will increase. Such steps to bring some co-

herence to this crazy-quilt pattern of economic activity will in the long run



31

have mure 5f an irpact on °Cunom1c funee1on1ng than the pricing policies. To
be sure, Lieing able to use prices as measures of values will aid in decision
imdning, but a coherent price policy which was not pegged to the market cauld
nave the same effect if it were properly done. Market prices may be the best
choice only because they do notrely upon a great deal of planning ability for
their consistent choice.

Two other steps are being undertaken to ratfona]ize the‘state sector.
The first is redeployment or,as it is officially and euphemistically termed
"Proper Labour Placament." This is clais 724 to be a mechanism whereby state
emp]oyees can be roved from one job to another where their productivity will
be h1gher and thus their contribution to the society can be greater This cer-
ta1n1y seems “to respond to what is often c]a*med as a failure of state enter-
prises, the ineffective use of *he labor force. It 3ocears that suse 2500
persons are supposed to be redeployed,wivich is around 10% of the. government
l4abar forco. Upen radeployment they recsive the wage of their new job and
thus there may be some attempt to lower the wage structure if persons are con-
sistently being moved to lower paying jobs. It is really too early to be able
to assess any effect on efficiency ot such an effort, although it should be
obvious tnzt it has much potential for damage if the decisions are made on
personal ¢, political grounds. Thus it should simply be n~rted that this is
appuarently another effort to attain greater efficiency in the public sector.

Tae uthér stzp is the format1on of the State Planning fonmission. [t is
quiie unusual that a developing country, especially one with such major govern-
mesliias involvement, would not have a planning unit. To some extant this may
have hcen less necessaryisince there are few major sectors, and if they can be
contrn]]eJ. then coherent policy can result. But any steps toward austeritv

or diversification could benefit from coordinated policy which couia come out
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of a planning agency. Again there is little basis for evaluating its aczual
alfent Linee the cumanszion ic in the chrues of organizatian,

The state enterprizes play a second role of importance in acting as a
buffer between the domestic economy and the world economy. In other economies
where the main export industries are in private hahds, especially privata and
domastic hands, changes ir the world economy will be automaticglly transiittad
to the domestic economy through higher factor incomes. This again is not nec-
essarily the case in Guyana, for the state can appropriate the impact of changes
internationally and can offset their effect by its own policies. Once again
there is no claim that this has been done, for the state enterprises seem to
have passed on their proceeds rather directly to the centra!l gavernment which
then put them inzo the domastic economy; But the point is simply that the tool
is there to offset the international jmpacz.

Maintenance of state contro} in this area is certainly oﬁe factor 1n the
labur strife in the sugar industry, though this is oniy one component. A major
bone of contention winich remains to be solved is the sugar workers' claim to
profit sharing in the revenues of the sugar firms., If the 3ugaf workers ﬁin
their point on this, one iqpac: will be to lead to a direct pass-tirough of any
increase in the pric2 and profitability of sugar production and therefore a
lessening of the government control over this source of surplus. Of course the
fact that this would be passed into the hands of the political ooposition is
not unimpcortant. .

The most interesting case of this insuiating role is the Guyana Rice
Board. 1n its uperation cne can begin to see one of the maiﬁ sourcas of sta-
bitity of the econnny, thé agricultural sector, and in particular the produstion

{
of rice. The GRB reiies on peasant producers of rice for its supplies, but

it nlays the dominant roie on both the input and the output sides for tne farmers.
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[t provides tractor services at fental fees; it can provide the fertilizer

and seed inputs to production; it purchases the rice, mills it, packages it,
and distributes it both internationally and domestically. Thus its importance
to the we]fgre of the ordinary rice farmer is central,and‘the urban consumer
also is affected. And yet i+ is almas* impossible to ferret out this impact,
for the pri;es of its services and of its purchases and sales are not generaf?y
set so a3 to maximize its profitseduckily for both the rice farmer and the con-
sumer. An example of the impact.of the GRB comes from the 19605, when the
predecessor agencies were running deficits. To cut into them, they lowered ‘the
farm level price. At that point acreage sown to rice and the production of
rice began to fall rapidly -from a high of 165,000 tons in 1965 to 110,000 tons
by 1970, Pricind policy was then revgrsed“énd prices ‘to.the farmer rose .by
some 33% from 1972 to 1973. They have since risen further, though they have
been held constant ovar the last two years. This has led to charges that rice .
Tarmirs were unable tc meet their costs of production, but there is not -enough
information to be able to answer this question. Suffice it to sa},however,'that
the GRB is tie -key factor in the Tice market,and given its form of operation it
is highly unlikely that setting profitability targets for it will -ensure that
it operates efficiently from its own .standpoint or from the standpoint of the
econcny as a whole.

. For present purposes, however, the key factor about the GRB operation is
that it seems to piay a definite stabilizing role in the rice sector. Farmers
are guaraéteed certain prices for ‘their product, and they generally receive the
specified amount, even if it is with a delay. Any fluctuations in rice receipts
internationally, which oficourse have not been as substantial as in the other

4

areas, are in no way passed on to the producer. While it is very difficult te

make any mecningful estimates of the number of rice farmers, early 1970 estimates
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nag 1t that 45,000 families were involved in rice production, and in most
cases this would be the najor source of income and of livelihond for this
group of persons. Thus the operation of the Guyana Rice Board allows the
government to provide a substantial degree of stability in the level of

living of a large number of persons in- the economy. .

A similar point can be made about the other state enterprises which
implies that they can play a major role in stabilizing incomes.

Again, this sector provides the government the tools which it can use
to stabilize the economy and indeed to restructure the eccnomy if ﬁecessary,
as lorig-as it can operate the sectar in an effective manner. l

_ Government. Impact On Tncome Sources ‘

Granted the strong government role in the economy and. its ability to
affect virtually all aspocts of jts functibﬁing, the welfare of the Guyanese
citizen will ultimately be determined by the functioning of_the.maﬁ} micro-
economies within wnich the population operates. - |

One distinction which can be helpful in this regard is that between the
urban and rural sectorz. Th¥salso correlates with the difference between ‘in-
dustry-servicesand agriculture, betwean black and east indian, and with a’
seriecs of other differencas. |

The population census of 1970 indicated a population of Guyana of 699,843
of wnich 476,636 or 63% livad in areas classified as rural. The urban areas are
Ceorgetown. its suburys, Linden and Hew Ams terdam. Interestiﬁg]y enough, the
growth of these urban areas was Tawer than the average for the country, 113
as compared with an overall 25% increase since 1960. I[n addition, in the data
for Georgetown it is quite apparent that "suburbanization" has been playing
a major role. This may meén that the true definitions of suburban areas, based

f
on economic func*tion, should be extended, which would raise the urban share

and growth rate. However, no information is available.
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The World Bank has used a rate of population increase of 27 per year and
on that basis has calculated the population as 766,187 in 1975, [t appears
that they have basically used the population data and extrapolated it.

In the absence of other information, these demographic patterns would
seem to set Guyana off from many other countries which saw explosive increases
in their urban and suburban Populations during the sixties. This shou]d be
related to the availability of land in rural areas, rural opportun1ties, and
perhaps lack of urban opportuni ties. Indeed ,the extent to which the ecnnoﬁ/
has not been very successful in prov1d1ng modern sector JObS ,25 noted in Table
4,may have actually aided in maintaining the rural nature of the soc1ety and
in Jowering the amount of rural- urban m1grat1on.

The first’ area of importance is the furct1on1ng of the 1abor rarket.

Hare only partial infrrmation is ava11ab1e since very littie information :és
been gathered on rural labor markets. The smal} farm surveys generally indicate
that ther2 is little off-farm employrent, tnough this'wculd certéin:y r2ary

from area to aréa. Monetheless, given that Guyana is a land surplus econony,
the problem of the unemployed landless which is seen in much work on As*a is
unlikely to be important, as semi-productive lands can still be obtained in |
Cuyana and mst rural workers will have some farming activity.

In dealing with the modern vage sector, the open nature of the Guyanese
cconomy again comes into play. *hh ]afge number of Guyanese in Canada, England
and the U.S. indicates that - hé labor market of relevance over time has been
the international iabar mlrket and that given racial and ethnic and national
solidarity this has rema1ned an option for Guyanese .xam1nat1on of the infor-

I
mation on 1mm1gratlon and emlgration 1nd1cates that participation in this wider

labor market continues.
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According to the statistics compiied by the Statistical Bureau of the
Ministry of Economic Uevelapment, during 1976 the total departures from the
country were 94,611 which was up from 86,548 in 1975 and from 77,616 in 1972.
Virtually the entire increase was in the category of "departing residents,"”

who are residents leaving the country for less than one year, though since
1972 "emigrants" have increased from 4,443 to 7,114, There are a number of
possible explanations for this, but the most ]ogica] one seems simply to-be
that there has been a substantial increase in the numbers of pérsons who are
travzlling. If thz 22t on arriving persons are examined, fncreases there
virtua]]y‘maﬁchlthe increases in departures. In 1976, 35,020 persons arrived,
of which 42,619 were returning residents and 2,245 were immigfants. In 1975
the amouﬁts Hgd bezii 72,585 ar¢ivals, 35,570 being returning residents and
2,189 being immigrants. For 1972, arrivals were 69,634 with 30,600 returning
residents and 1,556 inmigrants. Of course there remains a yearly imbalance
between arr1vais dnd departures, but this could be interpreted orly by Tcoking
At the data cver a long period of time. The existence of Targe éroups of
Guyanese in .ew York, YWashington, and London certainly indicates that this is
no new phencimenon.

Some additional information is provided on the occupational class of those
vho declarud'themse1ves as immigrants or emigrants. In 1976, 301 persons who
were classified as "Professional or Technical dorker:" emigrated, an increase
of 53% over the 1972 figure of 193. There were 525 "Administrative and Clerical
dorkers" who migrated, an increase of 26% from the 651 of 1972; 1,132 "Others,"
an increase of 589 from 1972's 714; ana finally 4,956 emigrants “outside the
labor force which roprezants an increase of 717 over the 2,885 of 1972. In

the immigrants, there were increases in all categories with the "Professional
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and Technical" being the lowest at 29% and the "Administrative and Clerieal™
the highest at 557,

This relates to a very ipportant question: the relative balance in the
migration of technicians and professionals. There does seem to be some increase
in the net outmigration of technicians, and this may have important implications
for future ecbnonﬁc policy and performance. But at least as far as can be as-
‘certained from the data, this is not a process which differs substantially from
previous years,

The wage setting behavior in the economy has a. strong government innut.
Such an influence can be exerted through the direct employment bargaining be-
tween the state enterprises and their workerss or it can alsp be brought in
through changes in the minimum wages for §6§ernment.workers. These minima
were raised at the end -of 1978 to G$1) per day in an a:ttempt to narrow the
range of incomes received in the state enterprises and in government activity.
The raises went mainly t6 certain specified categaries of employees. Thus any-
one who earns over G$900 per month is unatfected by the recent increase, and
it really affects only those who were at the G$200 minimum previously. In
many cases howevef, except~for workers in the. lowest category, the change in
the mininum wage will not actually affect the salary, for periodic wage adjust-
ments are elso applied to a worker's salary and these will tend to cutrun the -
change 1n tne winima. Thus the main factor which determines the wage differen-
tials will be these adjustmenté, with the one exception being the lowest
cateqory of workers. The workers who have a fixed salary «ill also bé affected
as their salary rates are adjusted only at longer periods, about two years in

most cases,
4

Nonethzless it is highly likely that this adjustment will have'an impact

on the wagc bill of the public enterprises. One calculaticn from one of the
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firms showed that it would raise this bill by some 22%. Thus there is likely

to be a substantial impact on the government's fiscal effort, and this could only
be offset by changes in employment. Unfortunate]y, there seems to be little
information on what percentage of the public work force is affected by this
change and thus of what the overal] impact will be.

The remainder of the wage structure is set by a composite of bargaining
between government and unions and by bargaining bétween private firms and unions.
Only the farmers seem to be in a position not to afféct their incomes by group
actlon ever since the members of the Rice Producers Association were removed
from the Guyana Rice predecessor in the late 1960s. There seem to be some
changes in the relative positions of wage earners in the various sectors, as
Table 22 shows. The interesting thfng té note in that case is fhat the real wage
over the period declined, as wages did not keep pace with the rate of inflation.
These are before-tax wages; changes in subsidies may have offset the decline in
ear]y yeafs, whereas the apparent wage increasas in 1977 are pverstated since
subsidies were being removed.

It is interesting to note in this regard that sugar workers are the second
lowest paid group in the survey, and they received increments during the period
which did not raise their ﬁelative position. It is also of interest to see the
imp]ications‘of the figures in Table 22 in yearly terms. Earnings of G$31 per
week, for example, translate into a yearly per-worker income of US$640 at the
official exchange rate expressed in 1972 dollars. It should be noted, however,
that per-capita income, which is also a function of household size and other
househo]d earnings, would undoubtedly be lower. As a point of comparison, small-
farm surveys generally reveal that up to 90% of farm families have an income
below 3150 per capita -- but this is somewhat of an understatement because of

the difficulty of measuring own consumption.



A second arca in which the goverament affects levels of welfare and can
affect the rurai-urban balance is in tre éubsidy program which, as noted
above, has been pnased down as government revenues have dropped. An idea
of how the costs and benefits of cyclical changes are distributed, can be
gained by looking at the pattern of subsidies and viewing it with!reference
to the expenditure patterns of the urban and the rural sectors presented in
Table 23.

The interesting result of tnis effort is that the subsidies probably
benefit the urban consumer more, simply because of his higher income, but
the overall structure of subsidies had major benefits to both sectors. For
example, the subsidy on flour, which has been maintained, supportecd a good
which was much more important to rural than''to urban consumers, 3.97% ef
expenditure as opposed to 1.5¢. .The same is true ¢f vegetable oils,where
rural consumers spend 3.3% and urban 2.9% of théir income. On the other kand,
evaporated milk, electricity, and transport,which were all subsidized or
sold at a loss were a greater portion of the urban household's budget Tnus
it seems that the subsidy program benefitted botn sectors of the economy, and
that its removal wii] similarly affect both sectors in a negative manner.

Anotlier side of the su;sidies vas the ban on imports of some products
which could nct be produced domestically. The range of products was so wide
that virtuaily all were gffected, But in some obvious c¢:ses such as potatoes
and salted fish the 900d5 are more important to the rural consumer and thus
their welfarc was affected more than the urban consumer by these bans.

The othier source of differentiaj impacts is price changes,which affect
the two sectors d1.fe:entfy From Table24 it can be seen that the rate of price

increase 1n the rural sector has been h1gher over the whcle period, 597



compared to the urban 42%. Much of he imbalance came during 1977 when urban
prices rose oy only 2.5 hut rural prices by 105, Thus there is some indication
that the burden of the downturn may be hitting the rural sectors with greater
force. |

To provide 2 complete understanding of urban-rural differentials, it
would have been necessary to know the level of income of the two sectors and its
change over the period. No such data are available, but it seems again that
botn sectors are affected by the econciy's fluctuations. As noted earlier,
real wages have not kept pace with inflation in general, and thus the urban
incomes have falien. The case of the rural producer is much more complex. It
seams that in products for which there are a number of buyers, e.g. vegetables,
the prices réﬁeived by the farmer have inc;;ased faster than overall inflation.
However, in the basic cash crop, rice, the situacion s :uch more complex Lecause
of the operations of the GRB. The price of ricg is set in October of every year
and has been maintained the last two years, thus implying a decline in real
income pev buaqg of rice. This could be offset by the other subsidies the GRB
offers, and in 1977 it was certainly offset by the large harvest. So on the rural
side, it is difficult to make an estimate of the changes in income over the last
several years, except to say that it is not quite so apparent that there has
been a decline in income.

But in comparing the two sectors, there is a very different result of the
instability. Much of the fluctuation in the economy seems to be focused on the
urban sector: it is here where the jobs will be lost, it is here where salaries
seem to be nore vo]atiie.i Although the rural sector is certainly poorar and

i
more vulne;able in many wéys because of the dependence on weather, it seems to
be.less affected by the ups and downs of the economy. To some extent the grice

rises wili affect the real income, but a bumper crop can more than offsec this;
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and presumably, given the ratser low labor input, the effect of higher prices
could b affiet by increased work as lang as the price of the output did not
dras Licalbiv vacline, While more information would be necessary to dllow definite
conclusicns, some comparisons between the urban and rural sector are possible.
First, both sectors received benefits from and suffered losses due 0 government
actions. The best example of this is the subsidy program. Secondly, it is likaly
that because of the actions of the GRB and the pricing of non-rice products
rural incomes maintained themselves better than urbam, though this was to some
extent offset by higher rates of price increase for rural consumption items.
Thirdly, employment creation in the government sector was a major result of the
export boom, and the recession forced reductions in this area, implying that
this is a majbr m;chanism for transmftting'%hstahiTity to" the domestic economy's
urban secter. Finally. and very hypothetically, it appears ths: “he nature of
the rural sector and the paliciec of entities such as the GRB resuTted in rela-
tive Stability in the non-sugar agricultural sector. This may indeed be a major
factor in keeping the domestic économy on some sort of stable path.

To sum up this sectior, it has been shown that the government nas the
ability to stabilize the eccromy because of the broad range of weapons which it
has at its disposal. Nonetheless, in the past it has no® done so, but has passed
through the international instability to the domestic economy. Eut even in
this case, the domestic ccounony has been affected differentially, with urban areas
being hit herder by the downturns than the rural areas. Thus Guyana has an
economy open to world pressures, with the ability to insulate or counteract
these pressures, and with;an important rural sector and zmple land which can
act as a t%pe of shock absbrber even if the fluctuations are transmitted to the

domestic ecnriomy.
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III. Some Economic Projections

The economy of Guyana in 1978 is in the midst of a recession which was
caused by her shortage of foreign exchange in the face of continued import
demands and continuea repayment requirements. As a result she had entered into
a process of negotiation with the IMF for credit arrangements which could direc:-
ly provide foreign exchange at the same time that it would facilitate access to
private exchange markets.

At the same time the government was involved in an effort to reduce its.
own deficit and to pass along the costs of the recession to the rest of the
econcnly. The last section documented a number of these actians: redeployment
of labor in the government sactor, restrictions on imports, rerovai of sub-
sidies, closer monitoring .©of the state enterprises, more market-basad pricing,
ete.

In attempting to assess the econony's future course, it would be well to
return to ore of the earlier themes of this study, continuity within change,
As an aid to this, it will be useful to quote an assessment of the economy
which is taken from a Morid Bank comment on the 1966-72 Plan at the time of
its publication. They said:

The recent deterioration in the fiscal accounts is attributable
entirely to the swollen current expenditures explainey wuove.
The rapidly expanding public investiments of 1965 and 1966 have
Leen Financed by large internal borrowing in the former year and
especially neavy external aid in the latter year, amounting to
50 percent of the investment.

“he agreement (with the IMF), by the ceilings it sets on gov-
ernment borrowing and total credit expansion, has contributed
to improvement of the recently critical balance of payments sit-
uation, under which, despite large foreign aid, Guyana's prev-
fously satisfactory exchange reserves were reduced to one month's

imoorts of qoods and services at the end of 1966 (p. 1i-1BRD
Appraisal of the Development Program of Guyana, Aoril, 1967).



This statamant shou?dihavé’a”faﬁfiiak:riﬁg; f&r:it‘couid Le mad; today viere

- the IMF and the qovernment ‘to reach agreement Ard 1ts lwp’1cat1on= prov1dﬂ
prabably the best availables prOJect1onf of the course ni the economy oyer the
next few years. The fUndamentaI course of +he economy wnll be set in *rh er-
ternal: sphere,” At Teast™ 1n the Short run,Afhé-;;vcrnment has the too 15, to in-
- .sulate portions of the domest1c economy from much of the effecta of 1ntcrnat-
.fonat changes: but in" genera1 its role for the present w111 be to a 1ocate the
costs of the recession among sector The domest1c nconomy will continue to
function, and in a particularly stable manner in the rural areas, and tne
growth of manufacturing and of fooderop production may begin to add up to a
type of tiransformation which the government has desired.

These implfcations will be taken in turn. In the internationa] sphe}e,
the price end quantity of production of th~ three export product: aie the
crucial determinarts of the export and therefore import performance. In terms
of production of rice and sugar, those involved in the industry feel that pro-
duction will 1.crease at a substantial rate, given acceptable weather conditions.
In sugar the government is talking of production over 300,000 tons for 1978,
up from the 241,000 tons of 1977. In rice, sroduction estimates are for some
240,000 tons, up from 1977:5 210,000, There are reasons to think that both
projections are optimistic, e.g. there is likely to be disruption §f production
in sugar due to the unresolved issues with the unions, and farmers are likely
to nold ol f weir production from tha market given the new pricing arrangements.
But if such output increzses occur, it will give the goverrment added flexi-
bivity.

In bauxite, tne profections are more modest. As noted above,production
in the sector has been gradually declining, and unless the U.S. steel industry

revives rapidly during 1978, it is untikely that this trend will be reversead.
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The price situation is certainly not optimistic, [nternational] stg-ts
of sugar were quite high in 1977, and projections for August of 1978 indicate
that they should reach 36.5% of current season usage. Whenever stocks cet above
20% on this ﬁéésure, tgere is likely to be a veakening of the price. To a
large extent, Guyant s insulated from this situation in the short run, for
much of its external sales, 179,000 tons out of 208,000 tons last Jear,are
under the Lomd convention whose price holds above the worid market price. Nore-
theless, if production were to reach 300,000 tons. after domestic consumption
of 35,000 tons, this would imply sales ¢f 856,000 tons at very,very low prices.
There would be 3 gain of fcreign 2xchange, but its benefits Qou]d ce hindered
by the Tow prices,

In the case bf rice, a similar patterﬁﬁexists. International rice prices
peaked during 1973-74 and have since declired to arcusu 50% of their value at
that time. There sezms :o be Tittle evidance of a firming trend in prices. Once
again this does no: Girectly affect Guyana since its rice is sold almost ex-
clusively to the CARICOM countries at a negotiated price. It cercainly does in-
dicate that the price will not increase, A potentially greater problem is the
absorptive capacity of CARIQOH. Ouring 1977, they took some 65,000 tons, and
the GRB estimates a market of 100,000 tons. However, last year the major pur-
chaser of rice, Jamajca, was able to maintain its pyrchases only witn the neip
of a loan from the Canadian qovernment. while this was a rultiyear loan, it
will run cut and other countriés in CARICCH may suffer similar disficuities
which would make market projections a bit uncertain,

In sutinary, there are possibilities of modest growth in axports and export
procceds, but their contr%bution to solving the substantia] external pressures

{
is unlikely to be great. The major source of exchange will have to be in the
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capital flow aree. in this arca the guvernment is expecting substantial
v iaflous.  In the cznital revonue area, the government estira*s: for
}978 that GS147 o7 & total of G3151 million will come from external grants

or loans. There arc a number of reasons to feel that this figure overestimates
the inflows. In the first place it would require virtually a doubling of ex-
ternal resource flows from G$84 in 1977. Thic is highly unlikely. In the
second place, any estimates rade before the agreement with the IMF is reached
are hypothetical at best. Finally, the government will have a hard time attain-
ing private resources and the net impact of these inflows will be Tesseﬁed by
the increasing burden of the external debt. For example, the ratio of external
debt to GDP has continued to deteriorate. In 1974-75 it was 47% but rose to
63% in 197€. “In 1977 it rose Turther to 70ﬁ;as a result of the sluggish econ-

onmy and increasing debt. These all indicate tnat the gowernent i unlikely to
be able tc bring off its investment program and that the margin of flexipility
to be yained from the external capital markets is unlikely to be great.
In the domestic economy, the government has many mechanisms availabie
to it to distribute the costs of the rec:ssion. One such policy has been the
impuzition of import restriqﬁions which as noted abcve has not had an obvious
biau toward cne or another sector. In this the government has beern very success-
ful. For example, imports of tobacco, fish, preserved fruit, chocolate, cotton,
paints, periume, textiles, cemant, clay, iron plates and tubes, electric ma-
chinery, telecommunication equiﬁment, furniture, and filus--all of these items--
declinued by more than 507 during 1977. The areas where there was little succoss
were pétroleumn and vegetab]e 0i11s. But it should be obvicus that the ability to
timit imports has about begn reached, and it will be a matter of time before

¢

shortages of intermediate products begin to disrupt production fur:ther. So added

flexibiiity here is small.



46

There are also certain to be limits to the number of jobs which can be
aboliched in the qovornment sector. Thus the government will have to operate
on the economy by usinyg its control of prices and its influence on wages, and
combining this with a monetary or fiscal policy which distributes the burdens
as the government desires. But its ability at this point to offset the down-
ward pressures on the economy and on the standard of living of the country is
limited. Only when it can amass resources and exchange as happered during the
1975 boom will it be possible to offse: downturns.

This finally leads to the functioning of the domestic economy. Some indi-
cations were given above as to how it was being affectad by the dowinturn and
how it is likely to function given cont1nued difficulties over the next few
years, In gnneral it is likely that the urban sector will have the greatest
difficu1t1es,as jobs are lost ang consumption items become less av:ilable and
prices risz. It is unlikely that the government will ba adle to offset these
impacts given its shortage of resources. The rural sector will also suffer
frow a shortage of certain goods and‘from increases in prices. But unless the
GRB undertakes a program which severly impairs the incentives o Liegauccion in
rice, there is likely to te.a ‘ar nigher degree of stabiiity and of continued
welface in this area. Thus crce again, this seems tc be a major soufce of over-
all economic stability for Guyana, cne which has maintained itself despita the
wild gyrations in th2 rest of Fhe eccnomy. It may begin to nave more of g
dynamic effect as well. The effortor GUYSUCO to inc.masa foodcrop procuction,
if successrul, will have a tremendous impact on the foreign exchange situaticn;
but. wven wore importantly it will signal success in finding a mechanism of

)

transformagion of the eccnomy.
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. ALLD. Ghjectives, Guyana's Objectives and Performance

The Congressicnal Mandato for AID is that projects snuould concuntrate
on aiding the "poor majority" of the countries in question. This implies that
efforts should be aimed at target groups defined in terms of their income and
shouid serve to increase these groups' income, their nutrition, health, education,
production capabilities, and should affect their rate of population increase.
In additior, this sihould take place in an ambience of pafticipation in which
the role of women in development is specifically considered and in which human
rights are respected. Thus the question arises as to whether working with the
government of Guyana in its programs is likely to operate in this direction.

While itushou1d be obvious that no country will satisfy all of these
stipu]ations,.the vonciusion of this sectioh will be that at this time Guyana
both in rhetoric and in performance i3 certainiy in accordance with these ob-
Jectives, and conseauently seems a very frujtful place for AID activitv. It
will be pointed out that there is some question as to the Tong=run effect of
several of the government policies, but these are areas in which AID may be
able to make a substantial contribution.

The most recent spocification or summary of the gozis of the society was
Given by The Minister of Finance in his budget message of March, ]978.‘ In it
he described the type of society which Guyana was attempting to create as one
hased on “cga]itarianisnhequality of opportunity bascd only on citizenship and
willingness to work; decreases in alienation to be aCnieves Jy worker control
in an atmosphere of co-opeirativism; the right to work; the eradicztion of
exploitation on a radical,; class, ethnic, or any other basis." The mechanisms
to be used are diversification of the economy in a context of major state own-

nership, the creation of infrastructure, the maintenance of existing capital
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)

Wbty and Ehe wegvesent W el t-reliance or Leing "prepired ta consure Tainly
tha which e produce,” i.e. import sudstitition in basic qo00ds .

Whil: wnesa goals and mechanisms do not correspond directly with the AID
Mandate, they are certainly consistent philosophically with it, and in actual
practice they are also consistent. To examine the question it will be usaful
to extract certain aspects o? the earlier treatment of the macro economy and to
indicate their relation with the question at nand.

In the first place,it should be realized that in general the poor majority
of the popu]ation reside .in the rural areas. On virtually all measures, rural
dweilers have a lower level of welfare: jncome, education, health and nutrition,
etc. (See K. Jameson, "Income and Land Distribution in Guyana: A Summary of
Existing Informatgcn.")This is not to say that there is ro poverty in the urban
areas, for on some seasures there are small numoers of zersans who are amaong
the poorest in the sociaty, e.g. some of the most extrema cases of nutritional
deprivation are in the urban areas. In any case, one measure of consistency
batween governmental and ALD programs is the government stance Vise i vis agri-
culiure. From the earlier treatments, it was found that Gujana generaily per-
forms inuch better in this area than most developing countr{es. Many of the prob-

lems noted by Michael Lipton in nis book The Urban Bias in Economic Develonment

have been avoided in Guyana.

Table 25 gives the sectoral allocations of planned investment expenditures
during chi prnvious and oresent.plan periods to indicatc the emphasis being
Placed on agriculture. It is seen there that a very high percentage of the
funds are to be applied tq agricultural investment, mainly to drainaqe and irri-
Jation projects. It shoulz be noted that one aspect of the reallocation af in-

{
vestment is less than completely consistent with the New Directions: the

Best Available Docurnen’



reduction in importarce of investments in the health and education and s0cial
development efforts. This to some extent is a reflection of the availanility
6f investment funds for these projects.

Other important indications of the government stance concerning the rural
population can be gieaned from earlier treatments. The relatively low degree of
urbanization which has taken place in Guyana, at least by the standards of
Latin America, may indicate that the usual imbalance of rural and urban sectors
is not so prevalent in Guyana, that a viable life in the rural areas is possible,
Secondly, government policies were not fou-~ *p discriminate against the rural
sector directly. The benefits from the subsidy programs which grev up with the
blooming of government receipts benefitted both sectors. Government wage policy
in recent years h;s not distributed income‘fo the wage earners, though this may
have happened in earlier years. Overall price policy or inputs and outputs seenms
to have attempted to maintain farm incomes, though there is evidence tha: there
has been a deterioration in recent periods which parallels the general deterior-
ation of thé econeny.

It shouid be noted at this point that thfs balancing of urban and rural
is not a. new phenomenon; indeed it is because of the rather small imbalance be-
tween the sectors that Guyana performs quite well on measures of the Physical
Quality of Life which are highly correiated with income distribution questions.
Guyana ranks third on this index among countries of its GNP level. It appears
that qovermuent policy will continue this general thrust.

One other indication of the government stance is the policy on imports in
the face of severe foreigq exchange shortages. The attempt has been made tc re-
Strict imporzs to regain bglance,and all have been affected. But the evidence
suggests that every effort has been made to maiﬁtain the availabiiity of basic

goods such as flour and 01is, and until recently at subsidized prices.
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ln v other couponents 6F AID interest, women in developmert and Susan
rignis, tne Minister's statement talrxed about "any form of exploitation” as

2

being unaccaptable. This certainly covers the case of women. However, it is
difficult to find specific policies designed to implement this view. ilonethe-
less one doas find women in many occupations that are not common in the United .
States, e.g. police work, aﬁd this may be some indication of relatively equal
treatment. [n addition, one of the AID <inanced projects for a swine reﬁroduc-
tion facility was generally to be run by women.

No jn-depthstudy of human rights in Guyana was attemptad. HoweverQat this
point it seems obvious that by Latin American standards, Guyana is a pristine
case, with few if any political prisoners, little evidence of torture and other
violations, and a dedication <o full human rights, economic as well as political
and social. Monetheless tnis is a crucial :zisz in Juyana. 2‘*h alecticns slatea
for this year, and the stance taken by the government must of necessity reflect
on the human rights situation. In any case it can certainly be said thak Guyana
rerfor:s much better in this area than many countries ~thore [0 < Aorking.

As noted above, however, there are certain government policies which may
have a detrimental impact on the persons of interest to AID, and these policies
should be mentioned. The basic problem is that the government and the pricing
system have a definite éapital bias, i.e. given the costs of capital and of
lavor, i& is jenerally rational to use capital rather than labor. As noted aboue,
with the lund surplus situation, this dozs not seem to have created a rurdal lang-
fess class where exploitation would be pushed to its highest. On tas sther hand,
there is little doubt an q]teration in this mixture would have a definita bere-

ficial effect on the poss%bi]ity of absorbing labor and on saving foreign exchang-
f
for basic nceds expenditures.
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This i pushed very far in agricul tural sector investment and in
the Majeruai nydreoeiectric project. Thase are massiv: ang Mghiy sapital=ir-
tersive projucts with a very high capital and foreign-exchange component to
them. They have quite a long gestation period, and when the irrigation comes
on stream, it will serve to increase the éice acreage available for planting.
This will finally benefit additional persons who obtain access to the lands,
but the total number of persons aided by these large capital expen-
ditures it is unlikely to be great. ’

An alternative Strategy would be to move into smaller-scale and less
capital-intensive undertakings, generally sgarting to work with existing oper-
ations and to improve their operational efficiency and performance. This would
probably bring into play some attempts at décentra]izing~rura] industries and
developing scme forms of technology wnich might be particularly adapted to the
Guyanese situation. Thig Seems to be 2 fruitful area for AID to become invel-
ved in, one which is consistent with the AID objective, cartainly not contrary
to the objectives of the government of Guyana, and one which in werims of a long-
run impact on the poor majority and indeed on the overall functioning of the
economy could potentially b? nighly Seneficial.

To sum up this section, there seems to be a high degree of congruence be-
tween the goais of AID and of the government of Guyana. in agattion, some of
the apparent biases on the part of the government might be offset by the alloca-
tion of expenditures hy AID,and thus 41D has the opportunity to inake a mcjor
contributicn to furtlioring the mutually shared goals and providing & counter-
point to the massive capital intensive project bias which seems to exist in

Guyéna. l



Note:

STATISTICAL APPZNDIX

Given the shiort period of time in Guyana and the unavailability of
national income statiztics in their «uu furm, many of <he Tables are
23sed on already publisned vwork, with no checking of cunsizicrcy nns-
sible. In some cases this leads to apparent inconsistencies in data,
but this is because it was necessary to use published information,
even if the definitions differ somewhat.
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Firnie tgerating in the state Entarprise Soctor

Maar Enterprises

GUYAIIA MINING ENTERPRISE (GUYMlﬁE)

Revenues GS$375 n. Experses GS449 m.

Has responsiiiiity for the mining and processi;g of all bauxite in
the country. Alsc plans the long-term capita! and operatind program of
the industiry. Was reorganized in 1978 to bring all aspects of industry under
one sixteen-perscn board which has representatives of management, clerical,

and field cmployees as well as of the majority party and other interested

sectors.

CUYAMA AGR7-IHDUSTRY, LTD (GAIL, FORMERLY Gu..J70.

Revenuas GS 2.75 m.
Has responsibility for cultivation, processing and sale of sugar. In
carly 197¢ it absorbed Guyana Agricultural Products Corporation which is to

increase the output of basic foodstuffs: blackeyed peas, cassava, oil palm.

GJYANA RICE 30ARD (GRD)

Controls all aspects of rice Tarming in the country, de facto. Is the
sole channel for marketing of rice domestically and internationally. Provides
the whole ranye of inpuis from tractor services to seed. Also miils and stores
rice.  Sets prices at each point ia chain.

No informazion on dollar volume of operations was available.
)



LIVESTOCK DEVELOPMENT CORPORATION

(LIDCO)

Has control over the operation of cattle ranches.

Seils to private

siaughterhouses. Also is in charge of dairy developments.

No iatormation on dollar volumes is available.
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TRADING GROUP I

Revenues G5 85 m.

GUYAIA NATIONAL TRADING CORPORATION

Revenues. . . . . . . . .. .. ... GS 32.
EXPENSES. . . v v e e e e GS 29.

EXTERNAL TRADE BUREAU

Revenues. . . . . . . .. ... ... G$ 28.
Expenses. . . . . . . ... .. ... G$ 26.

GUYANA GAJRAJ LIMITED

Revanﬁés. O O I
EXPUASES . v v v v v e e e e e e e . QS 12.

Kevenues. « . v v v v v b e e e e e GS$ 10.
Expenses. . . . . . . . e e e e e G$ 10.

~ TRADING GROUP 11

Revenues GS 120.7

GUYANA STORES LTD

Revenues. . . . . . . . P GS 81.

Expenses. . . . . . .. 0. . e . Gy 74.

GUYAHA LITHOGRAPHIC CO LTD

Revenues. . . . , . e e e e e e e e

G$ 7
Expenses. . . . . . . ..o e e .. G5 6.

N w

O O

N W

Expenses G$ 104.

Expenses G$ 78.4 m.

m.

.
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CUYAIIA HAT [CNAL PHARMACEUTICAL CIRPIRATION LTO

Rovenues . G$ 19.5 .
Expenses. 53 15.0 n.
DEMESARA SUGAR TERMIMALS LTOD.

Revenues. . . . . . . . . . .. ... G5 3.7 m.
Eivoancas, Y TR R I
GUYANA SHIPPING CORP LTD.

Revenues. . . . . . . . .. .. ... GS 3.0 m.
EXpeNses. . . . . L, . ... .. .. . GS 6.6 n.

FINANCTAL GROUPS

Cuvana’ Agricuitural Co-operative Jevelopment Cark provides loans

in the agriculture sector. Approved G3 31 million of which GS7

were dishurse< in 1977,

Guyana Mational Coonerative Bank: provides loans t5 co-operatives
Guyeng Cooparative Mortgage Finance Comoany: provide loans for
housing .

[n 1977 loaned GS 6.2 million.

GNCE Trust Corporation: administers pensions for Guymine and Guysuco

Cuyana Co-operative [nsurance Services: carries qovernment insurance.
Carned GS 6 million in premiums in 1977

PUBLIC UTILITIES

Revenues G$ 58.8 : Expenses G3 68.4

GUYANN TRANSPORT SERVICES LTD

Revenues. . . . . . .. .., .. G5 .85 million
Expences. . . . . i L, ... . % 9.22 million
Opena:es main public bus transport system in tke country.



LH-GRMAT [ON AND COMMUMICATION GROUI

Rewverees G5 37.0 m. Cxpenses GS 36.5 m.

GUYANA TELECOMIUNTCATION CORP.

Revenues. . . . . ., ., . . . -« . . G5 is.2 mMion
Expenses. . . . .« « . GS 5.

e, .. 1 miltiogn
Provides domes:ic phone sarvice.
GUYANA NAT[0i:AL IEMSPAPERS LTC
Revenues. . . . . . ., . . GS 5.1 miliion
Expenses. . . . . . . . -+« « . G3 4.4 million
Publishes main newspapers.
GUYANA INTERRATICNAL TELECOMMUNICATIONS CORP
Reveres. . . 0 L GS 8.0 million
Expensas. © . . . . ... e w68 6.3 milion
Cuiana PRINTCRQ 17D
Revenuas. . . . . ., .., ... .. GS 3.2 million
Expenses. . . . . ., .. ] GS 2.9 miilion
GUYANA_BROADCASTING SCPVICES LTD
Revenues. . . . . . . . .. ... .. GS 0.7 million
Expenses. . . . .. ... ... G5 1.7 million
POST OFFICE CCRMORATION
Revanues. . . . ., . . .. v o o« GS 3.2 million
fxpenses. . . . .. L. L. L GS 6.1 million

iMDUSTR.ES GROUP

Revenues G35 1.9 Exoenses GS 9.5 .
GUYANA TIMBERS L7n.}
Reveauus. e e e e e e e, GS 6.9 million
Expenses. . . . e e e e GS 6.5 million

Logging and 5nwmiliiﬁg:

Previous Page Blank
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GUYASA_FORESTRY CORP.

Rewewes. o 0 o 0 0 oL . . . .. .. 65 3.1 milion
kxpenses. . . . L 0 . . L L. . .. .. G5 3.0million

OTHERS
Revenues GS 167.2 . cxpenses GS 151.6 n.

CUVANA ENGINEERING CORP,

Reverues. . . . . . . . . .. . ... G6547.9 million
Expenses. . . . . . . .. .. .. .. G$39.8 million
Tractor distributor

GUYAIA OIL CGMPANY LTD.

Reverues. . . . . . . . . . .. ... GS35.0nilion
Expensgs. e+ e e e e e e e e v ... GBS 33.2milion

GUYANA STOCKFEEDS L7G.

Revenues. . . . . . . . . .. .. .. GS28.1 imitdio.
Expenses. . . . . . . . . .. .. .. GBS$23.7miilion
Procuces chicken, calf and pig feeds.

UYAHA_LIQUGK CORPORAT ION

Fevenues. © . . . . . . . .. . . .. GS60.2 mllion
Expenses. . . . .. . .. .. ... . G$ 54.9 million

Source: Estimates, 1978 {as submitted).

ictc: Revenues and cxpenses are generally those estimated for 1978 and thus
are not basecd upon actual performance. They are likely to be optimistic
on the net surplus.



Country

Guyanz

Crazil
Co]ombia
Ghana
EIndia
Kenya
Nicaraqua
Migeria
Philipoines
Sri Lanka
Zaire
France
U.S.A.
U.S.5.R.

(P):

Table 2

60

Lxports and Imports as a Percentagz of GNP - Selected Countries

External Capital as Percentage of GOI

Total Imports/GNP

Year Total Exports/GNP
1977 (P) 60.2
1976 68.6
1975 75.2
1974 66.5
1973 46.5
1972 52.5
1971 54.5
1972 9.2
1972 13.0
1972 18.9
1972 8.0
1972 16.3
1972 26.6
1972 25.6
1972 16.0
1972 24.4
1972 39.6
1972 13.5
1972 4.9
1972 4.1

1977 figures are provjsional.

+ o
HON—OwWw—o

External Capital and
Use of International
resarves/ro|

—_— ] — it wy
OO~ O
s e s e e
NA=—=wWw

Source: Minjstry of Cconomic Development, Statistical Section;,

0DC, Agenda,1974.




Agriculture

Rice
Livestock
Mining

Bauxite

Manufacturing
Sugar Milling

2ice Nilling

Services

Government

Table 3

SECTORAL GRIGIN OF GDP*

1960 197¢
16.25 19.3%
(13.4%) (9.1%)
(4.5%) (2.92)
(1.37) (2.3%)
11.0% 120.4%
(9.5%) (19.5%)
0.2, 12.2%
(4.2%) (3.2%)
(.8%) {.Ow)
59.6. 43.1%
(13.23)

* The GOP values are in current GS.

Sources:

61

(18.1%]

1960 - 8ritish Guyana {Guyana) Development programme, 1966-1972;

137C, 75 - Ministry of Economic Development.
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Table 4
cmployment Shares by I[ndustry
yorld Share of doﬁk

1946 1956 1960 1965. 1970 8ank 1977 in Urban Scc-
t tors (1970}~

Labour Force 147,481 164,600 174,997 193,048 183,744  219,7C0
Cup oyel 142,750 135,700 161,202 165,912 159,333 186,745

[ndustries
Agriculture - 420 .425 3N .349 .290 .309 .02
“ining 28 013 .038 .03 .049 .032 .58
Manufacturing  .160  .129 163 162,150 154 .36
Building .049 .067 .078 .056 .045 t .38
Transport .042 .054 .048 .061 .049 .65
Commerce .082 126 18 27 170 .451 .89
Services 167 .185 180 .19 . 281 .58
Electricity - e .005 .014 .007 Y .88
None .05 -- .001 .012 .021 .053 .46
Unemp loyment ZlGZ 21.9% = 8.5% 16.4% 15:9% ~  15.0%

Sources: Tabulations from Ministry of Labour: 1946, 1955, 1960, 1970,
vlo~1d Bank Country Study of Guyana 1977;
Manpower Survey: 1965,



TABLE 5:  SECVLRAL OSIGINH OF 23S L. w2aTIc Boon Oy
AT CONSTANT rFaCiun €357, 1570-710
(58S millions at 197¢ prices)

T hGrowth ove: iericd

1970 197 1972 1473 1974 1975 1976 1970-76 {

| Agricul ture 246.5  267.2 237.5 2.6 273.1 250.3 £62.35 6.5
Sugar 160.2 183.9 154.6 141.0 174.7 147 .1 166.5 2
Rice 31.0 26.2 20.5 26.90 33.7 37.8 26.0 -16.1
Othar Crops 19.1 21.5 22.9 23.0 24.0 26.0 “7.0 a1.4
Livestock 1/7.8 19.1 19.7 “0.5 18.4 13. 9 25.0 29.2
Forestry 1.3 9.9 11.5 1.5 12.3 1.3 10.0 -1y
Fishing 7.1 6.6 8.6 8.6 10.0 8.7 10.0 49.8
Mining and Quarrying 176.8 171.6  152.4  147.5 157.8  157.6  155.0 -18.0
Bauxite and Alumina 168.5 163.2 144.6 149.8 152.3 149.3 136.0 -19.3
Other 8.3 8.4 7.8 1.7 5.5 8.3 9.0 8.4
anufacturing and Processing 6.0 103.8 _97.2  _H1.4 108.5 115.3 127.5 99.9
Sugar Milling 55.9 72.7 G4.8 46.6 68.5 68.1 5G.5 1.6
Rice Milling 6.1 5.1 4.0 3.4 4.4 4.9 5.0 -18.9
Other 24.0 26.0 28.4 31.4 35.6 42.3 64.0 166.6
Services 384.7 395.6 408.9 139.3  433.6 507.4  515.0 33.5
Distribution £9.9 80.0 79.8 77.5 88.4 105.2 105.0 29.8
Transport and Cormunication 45.4 46.0 45.1 13.3 50.8 55.3 60.0 32.2
Construction 75.5 78.6 83.0 £5.0 79.0 83.4 £5.0 12.6
Rent Dwellings 11.9 12.5 13.2 13.8 15.2 16.6 16.0 34.5
Financial Services 26.8 28.9 29.2 30.6 30.6 33.2 32.0 19.4

Government 115.8 118.4 128.0 143.6 146.8 185.8 190.0 64.1 o
Other ‘ 29.4 31.2 30.6 30.5 27.8 27.9 27.0 -8.2
TOT/ ;. 895.0 938.2  896.3 893.8 78.0  1030.6  1050.0 17.3

[=,)
(O8]
Source: IBRD, Economic Memorandum on Guyana
he 1976 data are preliminary
Hote: Ather sources are Ministry of Cconomic Development and the Bank of Guyana. This source was chosen because

~f it thenretiral coptigtency and J1c rrcca=tiar af the other figure e,
- - e gy TEPPTTY PRSPV RN V "R NPT SN ST e T e gt . e - ——— ~e——— — e ——- g ————————— . ——— . ———
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GROSS COMz:T!C PRODUCY AT CURRENT.
FACTOR COST, 1971-76

O UET Mitlion;

- 1979 1971 1972 1373

Agri:ulture, Forestry and Fishing 90.0 100.7 103.8 106.3
S:jer 42.8 54.3 56.7 149.7

R ce& 13.2 11.2 9.0 12.8

0" :wr Crops 13.7 14.5 15.3 17.7
Livestock 10.2 11.3 11.¢ 13.3
Forestry 5.1 5.0 5.4 ¢.0
Fithing 5.1 5.4 5.6 €.8
Mininy and Quarrying 95.5 35.8 9.6 80.5
Bauxite and Aluminum 91.0 91.1 91.6 76.3
Other 4.5 4.7 5.0 4.2
Manufacturing and Processing 57.0 61.3 64.2 €2.4
Sugar Milling 15.0 19.1] 19.9 17.5
Rice Milling 3.9 3.2 2.4 2.9
Other 38.1 39.0 1.9 42.0
Services 224.8  241.6 2602 326.8
Distribution 53.5 54.5 57.3 64.4
T:ansport and Communication 27.7 29.8 30.3 < 37.1
Crnstruction 36.8 38.6 42.]) 47.9
R:nt of Dwellings 10.8 11.3 11.9 c.4
Financial Services 16.3 13.4 19.1] 2.1
Gavernment 61.9 70.0 79.1 121.2
Other 17.8 19.0 19.8 2.7
TOTAL 467.4 500.4 524.8 576.0

Sources: 1BRD, Econowmic Memorandum on Guyana.

1974

264.1

184.7
25.4
19.7
18.1

7.6
8.6

114.8

110.8
1.0

120.3

64.9

5.9
49.5
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Year All Groceries  Clothing

Y1102

‘73 129.4
74 159.7
75 196.8

‘76 223.5
-1v)
76- 274.2
I
77- 222.0
I

'77- 218.0
It

Source: HMinistry of Eccnomic Development, Statistical Bureat.

72 M0.2

103

.byrhf'nlzl-a
M 13009
6.8 145.8
133.4 150.5
148.6 216.3
173.9 235.4
2185 325.3
200.0 189.0
183.0 224.0

Motor

Vehicles

97.
104,
1na.
}34.
180.
214.
253.
177.
132.

7
1

o O &~ o

Tabl=

7

Indices of Retail Szles

Industrial
Equipment

93.
117.

131

" 192.
325.
297.
303.
244.
261.

4
2

.8

QD o™

Itens

Luilding

Marerials

9N
106

121.
182.
229.
349.

.2
8

Furniture
Household

98. 1
108.9
161.2

NS

198.
280.2
322.0

Brugs

Cosmetic

105.
114
124.
206.
289.
340.
409.
447.
338.

b

3

.9

Miscellaneous

G2.
125.
111.
201.
271.
246.
303.
244.
253.

Petiralour

Pral.

104.

110

“an

123.
197.
205.
291.
319.
301.

321

A0

113.
1Zo.

115.

121

-~

(8]
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EXPENDITURE 0: <RJSS O0KE 3T, PRODUCT, ]970-.76
(G3 Hiliion,)

e —————— - - T Tttt T Chans,-
1970 1971 1972 19/3 1974 1975 1976 1970- ;-
Trtzl (onsumption 413.1  443.2  d81.9 571 660.2  792.3 . 93).5 5164
Public 90.9 101.7 116.9 119.7 162.2 244.0 300.0 +209.1
Frivate— 322.2 341.5 365.0 417.4 '504.0 548.3 631.5 +309.3
Gross Domestic Investment 121.9  105.1  118.3  i75.5  252.1  380.0  479.] +397.2
Fixed Capital Formation ‘ 112.7 102.86 108.3 154.8 198. 1 335.C 399.1 +226 .4
Public (53.4) “(63.€) (71.3) (:08.7) (132.9) (312.3) (350.%) (#297.1)
Private . (59.3) (39.0) (37.0) ( 50.1) (65.2) (42.7) ( a8.6) +(10.7)
Change in Inventories 9.2 2.3 10.6 20.7 54.0 ’5.0 80.0 70.8
Goods_and Monfactor Services Balance -2.0  17.8  -7.7 -107.8  36.5 1.9 -261.6 - 259.5
Exports of Goods and NFS 303.8 327.4 344 .4 336.5 657.1 906.1 778.3 +474.5
lmporLs of Goods and HFS =305.8 -309.6 =352.1 - 444.3 -620.6 ~894.2 -~1039.9 - 77341
Gross Domestic Product at Current
Market Prices 533.0 566. ) 593.1 644.8 954.8 1184.2 1149.0 +G16
Plus: Subsidies 4.2 4.3 3.8 9.7 22.8 32.0 38.0 +33.8
Minus: Indirect Taxes “69.8 -70.0 =72.1 -78.% -107.8  "122.9  T137.0 ~67.2
Gross Domestic Product at Current
Factor Cost 467.4  500.4  524.8  576.0  869.8 1093.3 1050.0 +582.6
Net Factor Income Payments Abroad -42.4 -33.4 -24.1 -25.¢ -52.4 -47.3 -64.0 s 21.6
Gross Mational Product at Current
Factor Cost 425.0  467.0  500.7  550.2  817.4 1046.0  986.0 +561.0

1/ Residual.
Source: Econamic Mewnrzndum on Guyana, Published Ly the Warld Bank.




Tatal Consumption
fublic
Privacge

G-nss Domestic
[ r7es5 tizent

Mixed Capital Formation
Public
Private

Change in Inventories

Go !5 and Monfactor
Services Balance

{xports of Goods
and Hrs

lmports of Goods
and NFS

Tl:b‘l Q q

Sectural Shares of Expenditure Cateaories

1970
77.5
17.1
60.4
22.°

21.1
10.0
11.1

(&)
~1
<

(82
~J
Fay

Sourct: Adopted from Tebie

co

(as > of GDP)

1971 1972
78.3 81.3
18.0 19.7
00.3 61.5
18.5 2C.0
18.2 18.2
11.3 12.0
5.9 6.2
0.4 1.€
3.1 -1.3
57.8 56.1
-54.7 -39.4

1973
89.5
24.8
64.7
27.2

24.0
16.2

-16.7

52.2

-63.9

1974
69.

52.8

2€.4

20.7
13.9

(9%)
.
(4

68.3

-65.0

1975
00.9
20.6
6.

(&S )

32.1

30.0
26.4

76.

tn

-75.

w

67

1976

-9G.

(& 1)



TER 197¢  197i 1972 1973 1974 1975 1976 1971
CURRENT ACCOUNT ~
HERCHIANDISE _ . | | (.
[7ORTS 265.2  -267.6 -297.9 -372.5 -56/.0 -810.6 -927.4 -816.5(}
[%PORTS | +764.8  +290.9 +299.8  +288.1 " 600.0  +854.4 _+690.2 £10,5"°
MERCHADISE TRADE BALANCE =34 4233 A.9 -84.4  +33.0 438 -237.2 -206.9
SERVICES (MET) ‘
INVESTHENT [iCGHE 425  -36.0 -22.0 -27.0 -38.0 -40.0  -40.0
[HSURAICE 58 -6.0 =-37 -25 -48 -50 ~-1.0
IRAVEL AND TRANSPORTATICH.  +1.5 -1.4 -4.9 -136 ~-4.0 -15.0 -30.0
OTHER - ) +28. +53 +51 +41 +1.8 _-100 -29.0
SERVICE BALACE 3.0 T 33.1  -25.5  -34.0  -45.0  -70.0 " -100.
BALANCE ON GOOD AND SERVICES  -47.4  -14.8  -23.6 -123.4  -12.0  -z6.2 -337.2
TRANSFERS | +07 +1.6 +1.0 - 00 ~-50 -9.0 -14.0
BALAIICE Ofl CURRENT ACCOUNT 46,7 -13.2 -22.6 -123.4 -17.0 -35.2 -351.2
CAPITAL ACCOUNT o
HON-MONETARY SECTOR
OFFICIAL CAPITAL RECEIPTS (NET)+21.7  +32.1  +24.4 433.0  +57.5 +102.2  +123.5
DIRECT [NVESTMERT +17.9 -3.6 +52 7.6  +180 + 4.0 - 2.5
OTIER PRIVATE LONG-TERM = - 0.5 +14.6 +5.1 0.0  +24 - 7.5 -10.0
OTHER PRIVATE SHORT-TERM -36 _-4.8 +1.0 *+24 4.7 - 4.5 - 10
GALMICE Ol NOU-HONETARY SECTOR  +35-5  #38.3  +35.7 ¥63.0°  #32.6° +109.2 110.0
MONETARY MOVEMENTS
GOVERNHENT 0.6 -1.0 -2.0 +50 +6.7 - 2.0 -----
CENTRAL BANK +0.8 -11.7 -20.7 +54.0  -76.2 - 82.8 +235.]
COMMERC AL BAHKS +1.9  -=--_ %03 -1} %59 - 7.5 + 2.2
BALAINCE O HONETARY HMOVEHENTS Y2 T Ci2.7 T22.4 i47.9 -63.6 - 92.3 +237.3
BALANCE ON CAPITAL ACCOUNT £37.6  425.6  +13.3 +110.9  +29.0 +16.9  +347.3
ERROR AND OMISSIONS +9.1  -12.4 +9.3 +1i2.5  -12.0 #L3  + 3.9 &

(1) Data for 1970-76 taken from Bank of Guyana 1976 Annual Report. ) )
(?) 1977 import date are obtained by takiug totals through fwvember 1977 and nultiplying by 12/11. L
() 1977 export data are obtained by taking totals for ‘domestic exports through November 1977 and nultiplying &y 12711,



Table 11

Merchandise Imports, Exports, and Met Balance by ‘Sectgy, 1971 - 1977

———— .

(In GS Millions)

3ITC
saction . Change Chanq:=
Number Title Item 1971 1972 1973 19/4 1975 1976 1971-76 1977 1976-;
0 Food Import -41.5 - 414  -558 -72.5 -90.6 -113.6 +72.1 - 98.4 - 15.7
Export (Domestic) +128.7  +143.6  +118.6 +354.5 4512.9 $322.3 +193.6 +250.4 - 7° -
Net Balance +87.2  +102.2 +62.8 +282.0 +422.9 +208.7 +152.0
2 Beverages and Import L= 2.6 - 27 - 3.7 - 33 - 4.2 - B0 + 54 - a4 - 3.€
Tebacco Export (Domestic) + 7.1 t+ 6.4 "+ 8.5 +15.9 +17.9 +14.1 + 7.0 + 8.6 - 5.t
et Balance +74.5 #3074+ 4.8 +12.6° +13.7 + 6. + 4.2
2 Crude Materials ) T
' Inedible except  Import - 1.6 - 1.6 - 1.5 - 6.0 - 94 - B2 + 6.6 - 9.0 + u.c
Fuel Export (Domestic) +142.5  +136.9  +143.2 +206.8  +274.2  +304.7 +162.2 +324.6 +19.9
Net Balance +140.9  +135.3  +141.7 +200.7 +264.8 +296.5 +315.6
3 Mineral Fuels, ’ . '
Lubricants, and Import - 23.6 - 28.1 -~ 48.4 -103.5 -135.0 -138.1 +114.5 -163.9 + 25 &
Related Materials Export (Domestic) ~--- ---- Somm  ==-- --== ---- 0 -
Het Balance - 23.6 - 28.1 -48.4 -103.5 -135.0 -138.] , -163.9
q Animal and Veg-
etable 0Oils and Import - 3.8 - 3.1 -3.6 -125 - 88 -10.4 + 6.6 - 151 + 4.7
Fats Export (Domestic) --=- + 0.2__ + 0.2 -=--- -t --=- 0 T 0
Het Balance - 38 - 29 -34 -125 - 88 -10.4 - 151
5 Chemicals limport -30.7  -357 -45.5 -67.3 -82.2 -91.1 +60.4 -74.1 -17.¢
Export (Domestic) + 2.5 3.1 +36 + 4.0 + 55 + 7.2 + 4.7 + 7.5 ¢ 0.3
Net Balance -28.2 -32.6€ -41.9 -63.3 -76.7 - 83.9 855
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1977 are based on data for the first two quarterc of the year.

Source:
*



Table 13

GROSS DOMESTIC THYESTMENT AitD ITS FINALCING, 1970-76

(GS Millions)

— e - ——— e emes - S TEstimatec
. 1970 1971 1972 1973 1979 1975 1976
Gross Domestic Investment 121.9 105.1 1ic.9 175.5 252.1 380.0 479.1
Gross Fi¥ed Capitalﬁfprmation ne.7 102.8 108.3 154.8 19€.1 355.0 399.1

(Pu?l\c) ‘ (53.4) (63.8) (71.3) (104.7) (132.9) (312.3) (3£0.95)
(Private) (59.3) (39.0) (37.0) (50.1) (65.2) (42.7) (4S.6)
Change in Inventories 9.2 2.3 10.6 20.7 53.0 25.0 £0.0
Financing of Investment 121.9 105.1 8.9 175.5 252.1. 380.0 479.1
Gross N-.ional Savings 77.9 £9.9 86.9 40.6 227.3 333.3 139.5
(Gross Domestic Savings) 119.9) (122.9) (11.2) (67.7) (28%.6) (391.9) (217.5)
(Met Factor Incomes) -42.4) (-33.4) (-24.1) (-25.8) (-52.43) (-47.3) (-64.0)
(llet Current Transfers) (0.4) (0.4) (-0.2) (-1.3) (-8.9) (-11.3) (-14.0)
Net External Capital Inflows 28.8 29.2 44.2 70.6 88.5 138.0 28.4
Change in Reserves ( -increase) 3.2 -13.2 -12.1 60.6 -63.7 -91.1 ¢51.2
Statistical Discrepancy 12.0 -0.8 -0.1 3.7 - -0.¢ -

Source: World Bank:

Economic Menwrandum on Guyana.

L
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Current

*Source:

Current and Cap1tal Accour.t Revenue: and Expenditures 1970-78

Capital
Expendi tures

52.1 -

60.8
‘755.4‘ .

83.2°

1038

288.4

- 283.7

152.8
181.5

 Total
Expendltures

]75.8

_ s ’
090
‘ ;?QO,5:i§_  L

67,0

746.4
585.0
644.0

Table

('n G

ble 1%

S iilliens)

Current

Revenues

133.0
126.8

- 151.0
153.0
32002
4873

. 376.6

354.9
332.3

Data for 1970-75 taken from Lank of Guyana
1976 Annual Report. Data for 1976-78 taken
from Estimates Current and Capital of Guyana

for

the year 1978.

Capital

Revenues

36.6
48.4
44.8
73.8
88.1
111.8
124.4
86.1
151.5

Total

169.
175.
195.
226.
408.
599.
500.
441.
483.

Revenues

6
2

-~ W o o™

o O v

Surplus (+} or

6.

r

20.3
13.¢
63.8

Deficit (-)

€L



Company Personal Sugar Import Consuiption Other Totai
Yo:21 Taxes Income Levy Dut, Tax Curront
I Taxes o e _ __Revinua_
1370 529.1 -518.3 $35.5 $5.3 s1da
L : (26.73) (4.0%)
1371 34.2 6.6 1#5.8
(27.0::) (5.2%)
1972 32.1 8.6 161.0
(21.2%) (5.74%)
1473 : 30.2 16.8 153.4)
- (25.6%) (19.7%) (11.04)
1974 7.8 . 33.2 37.5 3207
(14.9%) (28.4% (10.4%) (11.7%)
1375 72.9 . 30 227.0 41 4 43.0 487 . 3
(15.0%) (6. (46.6% (i3.5¢7) (8.8%)
1976 67.0 W6 f63.2 51.4 49.9 376.6
(17.8%) (10.22 - (16.8% (13.83) (13.3%
1377 108.0 39.0 11.9 3u.1 44 .4 351.9
(30.4%) (1n.oz (11.0% 111.0%) (12.5%)
1978 86.8 44.0 - == 40.0 45.0 332.3
(26.12) (13.2; (12.073) (13.53)

laile 1

1oy

Major Scurces of Current Revanua

1970 - 1978
(In GS Killions)

Source: Estimate,Curreyt and Capital, of Guyana for the year 1978,

174



Table

Selectad Indicators of Monetary Pclicy

1970 - 1975
T i - o - iotal HoTdings of
Governnient S2curities,
Treesury 8ills, and
Total Foreign Covernment Advances by
M M Assets Held by Bank of Guyana
Year 1 2 Bank of Guyana
1970 6Z.i 165.0 40.2 21.2
1971 70.7 162.5 45.1 20.4
1972 85.4 231.7 73.0 28.8
1973 .2 274 1 27.4 89.2
1974~* 129.5 317.8 132.9 23.4
1675% 207.5 449.4 255.2 45.2
1976* 218.5 391.5 75.4 254.3
1977

“Oecenber figures,

Sourze:  Bank of Suyana 1976 Annual Report.



Cable

Sreteal Curerrsent TLoiidiag Al
Dl 1975 fast) 1677 197¢€ 1urr

S 5,000,000 1,200,590 1,360,000 995,000
Fdibie 01 0 3,013,875 200,660 430,50
Ci Ly Feed 0 3,000,000 6.203.03 3,919,£00

Ruduc:idn of

Hater Assessient 937,432 500,290 50G,000 500,200
SEG 1,225,129 9,020,000 1
Evaporated Milk 0 2,300,c00 1,712,872 V347,650

Lonveyance of Goods
te Hinterland 200,000 233,000 N 245,373 207,000

Seurce: gstimades, 1976,

~er

Best Availabls Docuaisn.



Tazle 19

Selectei Cheracteristics 0f the Guvanese Coiy:orcial

1970 - 1976

Yoar | 1etaVv T T Uiquies T »ulT&@I&""’"jIQfﬁ". R ADYACES T T T T bamand Tire Swings
Assets Azsets 21onusan satutory | FRIVATE 7 L Gzpasits Uepusits PTEI IS I
or Securities| Total Board and “Busincss
Liabilities Other Public Total . Firms

—h ) | Autharitigs Voo
1370 146.6 3n.2 6.4 94.2 12.4 £0.2 64.1 22.1 ic.u €1
(20.6:%) (4.4%)] (64.3%) (8.53)] (54.7%) (43.7:)] (15.33) (25.9.) (45.5.)

VN 174.9 5.2 . 5.9 97.9 13.2 83.8 67.4 26.7 50.2 255
. (29.3%) (3.42) (56.0z) (7.53) 1 (47.9%) (38.52)] (15.32) (25.17) 14%.6 )

72 | 206.5 79.9 6.4 96.8 12.2 | 83.5 65.5 1.5 704 | so.3
(35.7) (3.13)1 (46.93) (5.9<)| (an.4%) (31.7%)} (15.3%) L(3a.10) (39.1 ;

1373 249.2 92.5 5.4 122.7 20.3 100.2 74.8 36.2 '81;0 S0
(37.13) (2.2%) (49.27) (8.12) (40.22) (30.0%) (14.53) ) (32,5:) : (10.4 . :

1374¢ 292.4 92.0 8.1 160.6 . 55.8 101.8 77.4 58.0 V790 1L
(31.5%) (2.85)] (54.9%) (19.1:)0 (34.8:) (26.58)] (19.8%) (27.1;) (32.2 )

175« | 422.4 267.8 7.4 172.0 57.5 107.4 £4.7 98.0 99 7 1493
. (49.22) (1.8.)| (40.73) (13.6?)J (25.4:.) (20.v2) ] (23.27) (25.6 )} (3.2

17C™ 440.4 I80 1] o 16.9 196.9 76.5 110.0 8.9 96.0 109.0 1222
" (40.9%) (3.7%) (44.75{J (V7.44) (25.0.) (13.65) | (21.8.) (24.5:.) (39.1 ,

* December Totals.

Source: Ban'. of Guyanc 1275 Annual Report.

(!
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Revznue Impacts of State nterprises fall 3%

1275
Sugar Levy 227,281,500
Payin2nts on Loans o
stat2 kntzrprises
GUYMINE
Tax Pavients
B1DCO Earnings v,09C,000

GUYSUCO Ta:x
Paymente
GUYSUCO Carnings

Guyana Liquor Corp
Earnings
-
Buvand Notional Enginesring
Corp Carnings

GUYSTAC Trading Group I
Carnings

(GUYSTAC Trading Group il
Carnings
GUYSTAC Gther

Total Current Government
Revenues 437,301,362

1376 1977

83,243,188 11,938,700

2,707,000

23,700,000 12,330,000

4,675,C00
c07.330

11,200,000
3,635,000

5,010,000

534,000

376,557,895 354,884,587

78

1973(estimat 2,

28,000,000
9,745,000

4,700,000

£G7,000

1,909,000
2,350.000

5,07G,0C0
1,07C,000

332,242,500
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Seioan aed Rurcl Sxyangiture Poitzrns
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Table: oy .-

lates of Intlation in Consuincr Felces

Total $inlex Urban Index Ruva ) Lnde

Year Al Bhem dond Clothing I, ay  Other AN Ttem Fond Clathtng llousing Other 211 [tee lond  Clothey” Housing  Gtizr

1912 4.4 1S A 2 3 5.0 .8 2.3 S BT 6.4 55 w0 1.
1975 9 110 16w o 1.0 1.5 12.0 1. 3 59 104 13.6 8.7 1 ;.
19/ 190 2.2 9.6 S a2 s 264 e 6.4 124 206 197 1% 8y 1
195 6.0 59 1.y SRR 7.9 8.4 0.k 5% 81 5.6 $3 126 20  a.
19/6 w1 e U RN 9.0 1.8 5.9 A w2 u.s IR R Vi

1977 u.n 1.7 3.0 1.6 15.5 2.5 9.2 151 1.9: 1.v 0.0 2.5 13.14 2.4 s.¢

-

[

£8



COMPARISON OF FLANNCL [HVESTMENT ALLOCATIONS

Tatle &5

(N PERCTHTAGES

SECTOR

Ayricul ture

Forestry and Fishing

Mining and quarrying
danufacturing

Power

€ducat ion and Sneial Development
llealth and Housing

Roads

Sca Defence

Genrral Aditinistrative and other
Services

Engineeriry and Construction
Distribution

‘Total Progra.ied Puliic
Investuent

Privace Inves oo,

Total [nvestment

1972-

76 _PLAN

- 21,

13.1%

(S S

12.

.3 miliion

2.7 million

million

84

(o]
1
fab’

1978-21 PLAY

’

(o2} (%) L (o))
o O w
.2 MR 't

.85

19.9%

G5 1122 miilion

GS 160 miliion

GS 1252 million



