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GUYANA
1. Recent economic trends: Introduction and summary

Very preliminary estimates of the GDP for 1980 show an increase of 2% in real terms. If
accurate, this would mean an interruption of four consecurive years of negative growth. At all
evenrs, the available indicators point to a clear improvement after the excremely adverse evolution
of the economy in the period 1976-1979.

Thus, part-year data reveal a slackening in the rate of inflation, which hovered around nearly
20% in 1978 and 1979 but fell to somewhat less than 16% in che first six months of 1980 (see
table 1}.

The current value of exports of goods and services increased by 319, thanks to a partial
recovery in the ourput of several of the main traditionai exports, and especially the pronounced
rises in the internarional prices of all of them, with the exception of rice. Consequently, despite a
28% jump in the import price index, the terms of trade improved slightly for the first time since
1975, when the price of sugar, then the country’s principal export item, tumbled.

The current value of imports of goods and services rose by almost 37%, which afrer
discounting inflation, represented a 109 increment in the volume of merchandise imports. While
the relatively higher rate of expansion of the value of imports compared with that of exports led to
57% leap in the deficit on merchandise irade, the increased supply of imports was crucial to a
turnaround in the economy's very depressed fortunes, since imparts account for 90% of global
supply. Even so, the volume of imports in 1980 was still 209% below the 1976 level.

On the other hand, notwithstanding the considerable expansion of exports and the injection
of foreign exchange under the IMF Extended Fund Facility (EFF), the big increases in the
international price of oil meant thar the replenishment of depleted inventories of inputs, spare
parts and other intermediate materials, virtually all of which are purchased abroad, was possible
only at the expense of a further reduction of the meager holdings of gross international reserves
and an appreciable increase in the foreign debt.

The recovery of output in the goods-producing sectors in 1980 was facilitated not only by the
mitigation of the severe constraint on the domestic availability of imported intermediate goods,
but also to a considerable extent by a marked cutback in the number of man-hours lost through
strikes, Thus, in contrast with the total of over 324 000 man-hours lost in 1979, only about 68 000
were lost in 1980: the lowest such figure in a decade.

According to partial data on money, wages and salaries in the public sectar, it would seem that
real wages probably declined in 1980, following substantial reductions in each of the past few years,
since wage increases for public employees, who make up the largest part of the labour force, only
ranged between 5% and 7%.

Current government outlays on wages and salaries rose by 109, but overall current
expenditures expanded well over 24%, while current income grew 14.5%. Consequently, the
deficit on the current account advanced to 37% of current expenditure, compared with 32% in
1979. Ac the same time, capital spending scared by almost 619, with the result that the fiscal
deficit reached a sum equivalent to 399 of the GDP. This enormous deficit was financed in part by
the allocations of foreign exchange to Guyana under the EfF, but mainly from increased borrowing
from domestic and foreign banks. Nevertheless, the money supply grew by a mere 2%, owing
primarily to the steep drop in gross internacional reserves.

Under the renegoriated EFF agreement with the IMF, Guyana will receive SDR 300 million over
the next three years. This agreement replaces the one originally established in June 1979, which
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Table 1

GUYANA: MAIN ECONOMIC INDICATORS

1975 1976 1977 1678 1979 1980(a)

A. Basic economic indicators
Groas domestic product at factor
cost {(miilions of current Guyana

dcllars) 1098 138 11z 1126 1170 1 3T
Population (thousands of inhabitants) 787 799 a2 824 842 859
Per csplita gross domestic product

(current of Guyana dollars) 1 395 1 299 1 o247 1 36F 1 389 1 596

dontal growkh rates

B. Short-run economic indicaters

Gross domestic preduct 26.2 ~-5.5 -2.4 11,1 3.9 2
Per cepita gross domeatic product 24,1 -6.9 =4,0 9.5 1.7 14,8
Terms of trade {goods and services) 4.2 =11t 1.8 0.7 2.5 4.4
Current value of exporis of goods and

services 26,6 -20.8 -6.6 13.7 -1.3 31.1
Cyrrent value eof imports of goods

and services ; 32.4 5.6 -14.7 -9.7 25.6 38,1

Copsumer price index

December - December 5.5 2 $.0 20.0 19.4 15.7{b)
Variation between annual averages 6.0 5.7 10.8 19.5 15.6 Ve

Money ! 55.4 7.6 25.7 3.5 -3.3 1.9{¢)
Current income of governfent 48,5 20.9 -5.6 2.4 9.0 .5
Total expenditure of government 89.3 21,0 =21.B 8.1 24.6 34.0
Fiscal deficit/total expenditure
of government (d) 19.7 4.6 39.% 2.5 9,7 57.0

Millions of dollars

C. External sector

Trade halance (good,snand services) 1 -111 =71 - =84 =132
Palasce on ¢urrent acdount ~-22 -139 =95 =28 ~119 -169
Variation in international reserves 50 52 -3 i€ «55 ~-43

Scurce: CEPAL, on the baiis of official data.
(a) Preliminary figures..

(b) June 1980 with respsct to June 1979,

(e) Janvary-September.

(d) Percentage.

was suspended at the end of that same year when the Government found itself unable to comply
with all of the provisions of the accord.

2. Treand in economic activity

(a) Global supply and demand

Led by the 37% rise in the current value of imports of goods and services, globai supply rose
25% in money terms in 1980, when imports accounted for fully 90% of global supply agaicst85%
in 1977 (see table 2).

With respect w global demand, domrestic demand increased at 2n appreciably slower pace
than exports of goods and services. The growth rates of the major components of domestic
demand were approximately uniform, with the exception of public gross fixed investment, which
expanded over 25% compared with 17% in the case of private investment.

(by Growth of the masn sectors

(i} Iniroduction. The nominal expansion of the GDP in 1980 was primarily due to the process
of recovery of the minirig sector, the growth rate of which surpassed 33%.
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In addition, agriculture recovered sharply from its exceptionally poor 1979 performance, to
expand by 19%%. Although the current values of the manufacturing and construction GDP rose by a
substantially lower figure, both registered appreciable gains over 1979 (see rable 3).

Overail, the goods-producing sectors recorded a 21% increase, against an increment of just
4% in 1979, and they provided fully 60%: of the GDP in 1980 (the same percentage as in 1970).
This unusually high proportion is accounted for by the large role that mining plays in the economy.

The rate of increase of the service sectors as a whole amounted to 11.5%: three times the
previous year's rate, but nevertheless a factor in keeping down the overall rate of growth in 1980.

Table 2

GUYANA: TOTAL SUPPLY AND DEMAND
Percentage
Millions of Guyana dollars breakdcwn Growth rates

1977 1578  1979(a) 1980(b) 1977 19B0(b) 1978 1979{a} 1980(n}

Global supply Z 069 2 096 2 317 2 893 1846 189.7 1.3 10.5 24.9
Gross domesatic product
at market prices 14921 1 246 1 320 1 530 100.0  160.0 11.1 5.9 i5.9
Imports of goods and
ssrvices 4B 850 G997 1 363 8l 6 83.7 -10.3 7.3 6.7
Global demand 2069 2096 2317 2693 184.6 189.7 1.3 10.5 zh.9
Domestic demand 1 365 1 298 1 529 1 660 121.8 121.6, =4.9 17.8 1.6
Gross domestic
investment 250 241 335 415 25.9 27,1 =16.9 39.0 23.9
Public 230 104 275 345 - Z0.5 22.%5  -15.6 5.7 25,4
Private 60 47 60 70 5.4 4.6 -21.% 21.7 16.7
Total consumption iem 1 057 1 194 1 bus 95.5 94,5 -1.3 13.0 21.0
General Government 300 335 355 435 26,8 28.5 1.7 6.0 22.5
Private 7 Tee B3 1 010 64.5 66.0 -6.4 16,2 20.4
Exports of goods and
services 708 798 788 1 033 13,1 67.5 12.7 -1,2 31,1
Source: Statistical Bureau, Ministry of Econcmic Development, Guyana. -
(a} Preliminary figures.
(b} Estimate.
Table 3
GUYANA: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY, AT FACTOR COST
Millions of current Percentage
Guyana dellars breakdown Growth rates

1978 1979(a) 1980(p) 1970  1980(b} 1978 1979(a) 1980({b)

Total gross domiestic product 1126 1170 1 371 100.0 100,0 11.3 3.9 17.2
Goods f51 616 820 59.8 59.8 13.2 3.8 21,

Agriculture 264 259 308 19.3 22.5 25.1 -1.9 18B.9
Mining and quarrying 171 193 257 20.4 18.7 b,3 12,9 33.2
Manufacturing 141 148 168 12.2 12.2 14.6 5.0 13.5%
Constryuction 75 76 &7 7.9 6.3 -2.6 1.3 18.5
Services b5 434 581 40.2 0.2 B.7 4.0 11.5
Transport and communications 60 62 70 5.9 5.1 3.4 3.3 12.9
Distribution 96 106 115 11.5 a.u 4.3  10.4 8.5
Rent, financiai and other services 89 92 106 9.6 1.7 3.5 3.3 15.2
Government 230 234 260 13.2 19.0 14,4 1.7 11,3

Source: Statistical Bureau, Ministry of Economic Development, Guyana.
(a) Preliminary figures.
(b) Estimate.
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(ii) Agricalture. The performance of this sector in 1980 was uneven. The outpur of sugar cane,
which accounts for almost half the value of the agricultural GDP, decreased by close on 15%,
following a decline of 6% in 1979 (see table 4). Apart from a shortage of spare parts and other
inputs, such factors as adverse weather during planting and harvesting operations, an increase in
the incidence of rust and smut disease, and unplanned cane fires led to a substantial reduction in the
area harvested,

On the other hand, although the volume of production of the second most important crop,
paddy rice, rose by over one-fifth, thanks in part to an increase in the prices paid to farmers, it still
remained appreciably below the 1977 output level. The steep drop in rice productionin 1977,/1978
was in large part a consequence of the shortage of required inputs, and while this situation was
alleviared partially in 1980, it still continued to hinder the recuperation of previous outpur levels.

Wich the exception of corn, the volume of which decreased by 15%, the production of the
principal domestically consumed crops registered modest increases (see table 4).

Table 4

GUYANA: INDICATORS OF AGEICULTURAL PRODUCTION

Thousarnds of tons Growth rate

1977 1978 © 1979{a)}  1580(a) 1978 1979(a) 198C(a)
Sugar cane (b) ) 3.3 4.0 3.8(c) 3.3(e) 22.5 -5.5 =146
Rice {milled) 213.4 185.0 138.0 168.0 -13.3 =243 21.7
Foot crops 2u.5 zB.2 28,2 29.0 15.1 - 22.8
FPlantains 19.5 21.% 21.3 22.0 9.2 - 3.3
Coconuts {d) . 25.0 25.0 26.0 29.0 - 4.0 11.5
Citrus fruits 15,4 15.4 10.3 10.7 - =33.1 3.9
Bananas ' 5.0 6.5 6.5 6.8 30.0 - 4.6
Corn . 3.3 2.1 1.7 1.4 -36.2 ~19.9 -15.0
Tomatoes 2.5 2.9 2.7 z.& 14.5 -4.3 3.5
Pineapples . 1.9 1.6 1.8 1.9 -14.3 10.1 3.5
Beef ; 3.1 1.9 1.8 1.6 -40.6 -4 .8 =7.7
FPigs, sheep, goats 2.4 1.7 1.8 ) -26.9 5.3 21.9
Poultry T.4 10.4 10,6 10.4 40.5 1.8 -1.3

Source: Statistical Bureau, Ministry of Economic Development, Guyana.
(a) Preliminary figures.

(b) w#illions of tons.

(¢] Estimate. :

(d) Millicns of units,

Beef outpur dropped for the fourth consecutive year, sinking to only 429 of the 1976 figure.
The production of pigs, sheep and goats fell atmost 229, while that of poultry declined by a Lirtle
over 1%. Each of these items was plagued in greater or lesser degree by an inadequate supply of
feed. The provision of beef was also prejudiced by the lack of adequate transportation between the
main breeding locations and primary consumer markets; that of poultry was hampered by a
shortfall of hatching eggs; and that of pork was harmed by the over-slaughtering of breeding stock
in 1979,

With respect to the fishing subsector, the shrimp catch rose 9% bur that of other species fell
by an average of 18%, while in the case of forestry, timber production declined by some 10%.

(iii) Msning and quarrying. Thanks to pronounced recoveries in alumina and aluminous
cement production, the overall level of outpur in the bauxite industry registered a partial recovery
from the very depressed 1979 situation, norwithstanding a further drop in dried bauxite deliveries.
In contrast, the mining of gold remained unchanged, while that of diamonds plunged by one-third
{see table 5). 3

(iv) Manufacturing. The production of refined sugar fell by 20% in 1980, due to both the
decrease in the sugar cane harvest and a reduction in sucrose content. That of flour and stock feeds
also decreased, by 109 and 3.5%, respectively. On the ather hand, the output of margarine rose by
almost 46% as a resuit.of the increased coconut harvest (see table 6).
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Table 5

GUYAKA: INDICATCRS OF MINING PRODUCTION

Thousands cf tons Growth rate

1577 1978 1979 1980(a) 1578 1979 1980{a)
Dried bauxite 1017 1174 1 020 1002 15,4 -13.1 -1.8
Caleined bauxite 720 579 577 el -20.0 -0.3 6.4
Alumina 260 230 129 211 -11.5 -43.9 €3.6
Alumina hydrate 17 10 23 14 -40.6 127.7 -39.1
Aluminous cement
{crude bauxite) - 36 g 51 - -75.0 heé.T
Gold (b} 12 15 1 1" 25.0 =-26.7 -
Diamonds (¢} : 17 117 16 10 -6.3 -37.5
Source: Statistical Bureau, Ministry of Econcmic Development, Guyana.
{z) Preliminary figures,
{b} Thousands of ounces,
{¢} Thousands cof carats.

Table 6
GUYANA: INDICATCRE OF MANUFACTURING PRODGCTION
Thousands of tons Growth rate
el e e s ey iy

1977 1978 1579 1980 1978 1979 1980
Sugar 246 330 303 242 3.1 -8.2 -20.1
Edible oil (b) 1.6 1.4 .2 - -9.4 =-17.7 .e
Margarine 2 1.9 2.0 2.9 -4 .7 2.4 45.6
Flcur 35 36 40 36 2.9 1.9 -10.0
Molasses (b) 90 17 63(b) e 30.0 -53.8 .
Stock feeds 37 50 57 55 3/ 14,0 =3.5
Rum (d) 3 249 3 380 3 546 3 997 4.0 4.9 12.7
Cigarettes (e) 556 519 549 567 =7.0 5.8 3.3
Soap 1.9 1.7 1.7 2.1 -13.7 -5.1 30.8
Paints (a} 1.7 1.5 1.2 0.5(F) -14,3 -18.5 -56.5
Tizber (g) 176 169 154 138 -4.0 -8.9 =10.3

Source: Ztatistical Pureau, Ministry of Economic Development, Guyana.
(a) Millions of litres.

(b) Estimate. .

(c) Thousands of proof gallons.

(d) Millions of units.

(e) February - December 1980,
(f) Thousand of cubic metres.

Rum and cigarette production both expanded, the former by 13% and the latter by 3%. The
increased rum production was promoted by the penetration of new foreign markets. Soap more
than recovered previous levels following two years of declining production, but paint fell sharply,
due ta a cutback in residential construction demand and the paring back of inventories.

Frequent power cuts and a lack of foreign exchange for the purchase of spare parts and other

inputs continued 1o plague the sector’s fortunes. However, the incidence of industrial disputes and
strikes declined.

3. The external sector

(a)  Merchandise trade

(i} Exports. The current value of exports of goods rose by 349 in 1980, owing principally to

the very favourable evolution of the international prices of Guyana's main export commodities
(see table 7).
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Thus, although the volume exported rose by less than 19, the current value of bauxite
exports increased by more than 369, and similarly, external sales of sugar climbed 309,
notwithstanding the 6% decline in the volume shipped abroad. In contrast, both the volume and
the value of alumina (including alumina hydrate} exports increased markedly, by 54% and 101%,
respectively, whereas the 8% growth in the value of rice exports was aimost entirely accounted for
by the expansion of the volume sold abroad. Overall, the main traditional exports recorded an
increase of 36%, and provided 88% of the value of total merchandise exports in 1980, against 919
in 1977 .

Among the main craditional exports, rum performed ourstandingly well, with a 924" leap in
value,

(ii) Imports. The value of merchandise imports grew by almost 419 in 1980 and thus finally
surpassed the previous record nominal value recorded in 1976. However, the 1980 import volume
was still fully one-fifth below the 1976 level —a fact that helps to explain the contraction of
economic activity between 1977 and 1979.

Table 7T

GUYANA: VALUE AND VOLUME OF SELECTED EXPORT PRODUCTS (a)
{Milliions of Guyana dollars and thousands of metric tons)

Growth rite
1977 1978 1979 1980(b)

1978 1979 1980(b})

Total value of exports 653 136 733 983 12.8 -0.5 3.
Main traditional exports 58u £59 635 862 12.8 -3.7 5.8
Bauxite {drjed/caleined)
Value 253 250 274(e) 373 =0.1 9.4 36.2
Volume 1 600 1 601 1 578 1 587 0.1 -1.4 0.6
Alumina and alumina hydrate
Yalue . 79 T8 54 108 -0.7 -31.1 101.1
Volume 267 251 146 225 -6.0 -41.8 54,1
Sugar .
Valve 186 235 226 294 26.3 -3.5 29.9
Volume : zn 286 268 252 35.5 -6.3 -6.0
Rice
Value 67 96 81 B7 uz.6 -15.8 T.7
Volume : 67 107 &b 92 59.7 -19.6 7.0
Main non-traditional exports 33(c) 43 43 60 22.0 37.6 6.0
Rux i
Value B{c) 10(e) 13(e) 2y 26.3 30.2 92.0
Volume {g¢) ’ 1 510 1 847 2 103 - 22.3 13.9 .
Molasses ]
Value : 6(c) 9 13{c) 12 48,3 7.2 -B.%
Volume . 89 124 g5 359.3 =23.4 .
Timber f
Value 9 1 14 16 19.8 31.2 11.9
Yolume {e) : 36 36 49 e - 36.1
Shrimp '
Value 12 12 18(c} 9 0.8 41.9 -48.9
Volume (f) 684 763 T4Y 11.6 -2.5
Diamonds
Value 1 2 2 2(g} 66.5 33.3 -
Volume (h) 10 11 11
Other exports 33(e) 3 39 Bl 1.0 13.8 56.4

Source: Statistical Bureau, Ministry of Economic Development, Guyaba.

{2) Data are not directly comparable to tables 9 znd 10 because different sources were usaed.
(b) Preliminary figures.

{c) Revised figures. .

(d) Thousands of prcof gallons. '
(e} Thousands cof cubie metres,

{f) Tons. :

{g) Estimate, .

(h) Thousands of carats,
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Disaggregated data on the import bill for 1980 are available through the first five months
only (see tabie 8). During this period external purchases of both intermediate and capital goods
jumped by well over 509%. The value of imports of fuels and lubricants alone leaped 135%, due
principally to price increases, and absorbed 33 % of the importbill. In 1979 the value of imports of
fuels and lubricants was equivalent to the exceprtional figure of 17.5% of the GDP.

{iil) The terms of trade and the purchasing power of exports. In 1980 the terms of trade
improved marginally, folowing four consecutive years of deterioration. This slight betterment,
together with a modest 2% increment in export volume, translated into a 7% rise in the
purchasing power of exports of goods and services, but even so this was over 3% below the level
registered a decade ago and 28% below that of 1975 (see table 9).

Table &

GUYANA: IMPORTS OF GOCDS

Millions of Guyana dollars
———— -— Percentage Growth rate
January~May breskdown

1977 1978 1979

1879 1980 197¢  1980(a} 1978 1979 1980(b)

Consumer goods 143 131 47 1 50 3.6 12.6 -8.3 12.4% =-3.5
Food (65) {633 (63) (21) (22} (1.4)  (5.6) (-3.T) (=) (3.8}
Intermediate goods 411 u21 512 168 255 29.0 64,9 2.5 21.5 51.2
Fuels and
lubricants (161 (1700 (231)  (55)  (129) ... (32.8) 155 (35.9) (134.95)
Capital goods 227 154 146 56 B6 36,13 21.9  -32.2 =5.0 54.3
Miscellaneous 24 5 5 3 2 .0 0.6 ~78.3 -1.9 =154

Total of imports :
goods BOY 11 81¢ 278 393 100.0 00.0 -1t.6 13.9 4.0

Source: Statistical Bureau, Mipistry of Econokic Developrent, Guyana.
(a) Jenuary - May.
{(b) January - May 1980 with respect to January - May 1979.

Table 9

GUYANA: MAIN FOREIGN TRADE INDICATORS

1975 976 . 1977 1978 1979 1980(a)

Annusl growth rates

Exporta of goods

Yalue 30.1 =20.5 =1.2 13.9 -1.0 32.3
Velume 3.3 -5.6 -15.2 10.8 -10.2 20
Unit value 25.9 -17.5 9.4 .8 10.3 29.6
I@perts of geods
Value j2.8 8.2 =13.3 -9.5 13.9 41.0
Yolume 7.8 6.6 =1§.2 «13.6 2.6 10.2
Unit value 23 1.5 5.9 .7 1.0 28.0
Terms of trade 3.6 =191 3.z =2.1 0.7 2.8
Indexes (1970 = 100}
Terms of trade o i13.3 117.0 114.5 113.7 116.9
Purchasing power of exports of goods 1341 104.6 50.9 96.8 90.3 §6.6
Purchasing power of exports of
goods and services 126.2 97.2 85,0 2.1 841 B9.1

Source: CEPAL, on the basis of official data.
(a} Preliminary figures.

(by The services trade and factor payments

The traditionally enormous deficit on the services trade expanded from US$ 81 million in
1979 1o US$ 102 in 1980, but registered a rnoderate decline as a proportion of the value of exports
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of goods and services, from 319 to 28%. Payments of profits and interest on foreign capitﬁl rose

slightly, while private transfers remained at the same negative amount (see table 10).

Tabie 10

GUYANA: BALANCE OF PAYMENTS

: (Millions of US dollars)

1975 1976 1977 1978 1979 1530(a)
Exports of goods and services 370 293 274 in 307 403
Goods FOB 351 280 259 295 293 367
Services (b) 19 13 15 16 14 16

Transpcrt and insurance 3 2 2 3

Travel 3 3 3 3 ara ves
Imports of goods and services 369 Loy 3us 311 391 535

Goods FOB 06 N 287 259 296 7
Services {b) &3 73 58 52 95 118

Transport and insyrance - 36 42 36 32 —es

Travel 5 5 3 3 “es ves
Trade balance 1 =11 ﬁ - ﬁ ‘_'132

Profits and interest . -8 ~24 -21 -22 -29 -3

Profits B -8 =4 -3 -2 .

Interests -11 ~20 -18 -20 ces .
Unrequited private transfer- payments -4 -4 -3 -8 -6 [ ]
Balance on current account =22 -139 =95 =28 -119 =169
Unrequited official transfer payments -1 -2 - -1 . s .
Long~term capital 69 53 68 47 . Ve

Direct investment 1 -26 -1 - .o
Portfalio investment 4 -1 -2 - e
Other long-term capital 65 [-1s] T1 47 .

Official sector {e) (&) 37 87 T 45 e

Loans received 45 107 56 95 180
Amortization payments -8 -18 -26 -58 o el

Commercial banks {d) - - - - -

Loans received - - - - - B

Amortization payments ) - - - - - .
Other sectors (d) (e) 28 -6 -5 2

Loans received - - -

Amcrtization payments - - - -

Basic balance 46 -~88 =27 18 . .
Short-term capital gl I 6 2 . e
Official sector - 8 12 3 ..

Commerclal Danks -3 1 4 -1 -
Qther sectors -1 -5 - - v oy
Errors and ommissions 8 -6 5 15 6 126
Counterpart items [f) - =2 1 ~19 L ‘en
Global balance 50 =92 =5 16 =55 =43
Total variation in reserves (~ sign
indicates an incrcase) -50 az 5 ~16 5% 43
Monetary gold ' - - - - . “as
Special Drawing Rights ' - - 1 - - 4
IMF reserve position to-Y [3 - - - -
Foreign exchange assets =38 13 4y =-32 &4
Other assets -2 . - - - v
20 - 16 13 35

Use made of IMF credit -6

. .
Scurce: 1975-1979: International Monetary Fund, Bslance of Payments Yearbook (Magnetic tape, March

1981}); 1950; CEPAL, on the basis of cfficial data.

{a) Preliminary figures.

{b) Services alsc include other official and private transactions.

(¢} Including general government and Central Bank.

(d} In addition to loans received and amortization payments msde, this entry includes net loans

granted and other assets and liabilities.

(e} Including privste and State non-bank enterprises,
(f} Includes counterpart items in respect of monetization or demonetization of gold, allocation or

settlement of Special Drawing Rights, ard variations due to revaluation.
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(c) The current account position and its financing

The outcome of the above trends was an enlargement of the deficit on the current account to
US$ 169 million: 429% higher than the previous year. This deficit was financed partially by loans to
the public sector and drawings from the IMF Extended Fund Facility, and partly by depletion of the
international reserves, which dropped 1o less than US$ 12 million: only enough to cover one
week's supply of imports (see table 10},

() External indebiedness

The unfavourable balance of payments situation, together with the closely associated
contraction of domestic economic activity and the maintenance of an ambitious public sector
capital expendirure programme over the last five years, has led to a substantial although not
inordinate rise in the external debt, servicing of which, as a percentage of total exports, multiplied
more than five times berween 1975 and 1979. This occurred despite the fact that the average
interest rate on the debt remains low, and is due primarily to the fact that exports declined over
this period (see table 11),

Table 11

GUYANA: INDICATORS QF EXTERNAL INDEBTEDNESS
(Millions of dollars)

1975 1976 1977 1978 1979
Public debt and State-guaranteed private
debt 291 363 398 4217 467
Servicing of external debt 16 33 a3 50 91
hmortization payments 6 13 16 2 66
Interests payments 10 20 15 17 25
Servicing of external debt, as
percentage of total exports b.3 11.3 12.0 16.1 22.5

Source: World Bank, World Lebt Tables, Volume 1L, 31 October 1980.

4. Prices and wages

Part-year data on the evolution of the urban consumer price index show that after the
escalation in the rate of price increases in both 1978 and 1979, the rate of inflation in the first six
months of 1980 stabilized, notwithstanding the sharp hike in the international price of oil (see
table 12).}

Table 12

GUYANA: EVOLUTION OF THE URBAN CONSUMER PRICE INDEX

Growth rates

1976 1977 1978 1979 1380(a)
A1l items 9.0 8.3 15.2 17.8 17.1
Food, beverages and tobacco 13.8 B.& 17.2 18.9 14,5
" Clothing 5.% 145,48 29.5 30.1 17.5
Housing 0.2 1.7 1.1 7.5 17.1
Miacellanecus g.2 11.4 18,6 17.0 24.9

Source: Bank of Guyana, Anpndal Repor ', 1979; Statistical Bulletin, November 196G,
{a} January - June 1980 with respect to January - June 1979.

Ut should be noted that the data presented on consumer price changes in table 1 refer 1o the nation-wide index.
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It the first half of 1980 the 17% price inflazfon was led by 2 25% rise in the "miscellanecus”
category, the behaviour of which is determined primarily by the prices of imported petroleum and
relared items, and by government pricing policy with respect to these products. Thus, while the
unit price of imports of motor gasoline rose by almost 37%, the internal prices of regaldr and
premium gasoline were permxt:ed to increase by only 199% and 17%, respectively. Likewise, the
28% hike in the domestic price of diesel oil was aliowed to reflect only about 50% of the increase in
its international price, the difference being absorbed by the central government. On the other
hand, the domestic prices of both kerosene and fuel oil were augmented by a larger percentage than
that of the increases in their respective international prices since the domestic price of the first
product rose 64% versus 53 % for its international price and that of the second one, 58¢% versus
43%.

The rate of mternal price inflation was also dampened by a decline in the rate of incréase of
food prices, which fell from 199 in 1979 to 14.5% in 1980.In part this reflected a sizeable increase
in the output of rice —the principal item in the food budget— and a recently applied government
programme establishing a maximum mark-up on basic products at the retail level.

Money wages have not kept pace with the rate of inflation over the past four years, and
preliminary indications: suggest that real wages suffered an additional decline in 1980. Public
sector wage rates other than those in the bauxite and sugar industries were raised by 5%, while
employees in bauxite and sugar received 7% increases. In addition, several categories of skllled
workers perceived a further 5% rise.

5. Monetary and fiscal policy

The Government's response to the consistent contraction of the economy in the period 1976-
1979 has included a wide range of measures designed to curb the deterioration of the external
sector without provoking further distocations in the evolution of domestic productive activityora
severe reduction in the public sector developmenr programme. In 1978 a State Planning
Commission was established to guide public sector operations, and for the first time a budgee
incorporating the activities of the entire public sector was produced. Strict controls were placed on
government expenditures; consumer subsidies were reduced and 2 host of measures to raise
current revenues were implemented. Subsequently, the Government arranged a one-year Standby
Agreement with the International Monetary Fund, through which ir obrained SDR 15 million. and
took other measures which included increased taxes and reduced subsidies, raised interest rates,
and drastically reduced imports.

In June 1979, a three-year Extended Fund Facility (EFF) agreement was negotiated with IMF,
one of the main features of which was a pronounced curtailment of public sector wages. In fact, the
1979 budget froze public sector wages at their 1978 rates. In July 1979, workers in the bauxite
industry wenet on strike over the wage issue and were later joined by other public sector workers,
with the result that output in the affected industries —which provide the bulk of Guyana’s foreign
exchange earnings—— fell precipitously. On the other hand, successive increases in the
international price of petroleum led to an appreciable rise in government outlays for subsidies. In
order to finance the development programme the Government turned to the domestic banking
system, and since the level of its borrowing from this source exceeded the ceiling contemplated in
ithe IMF agreement, the EFF was suspended at the end of the year. !

In mid-1980 the EFF was renegotiated. Guyana will receive SDR 300 million in quarterly
tranches, over a three-year period, contingent on the fulfillment of the targets set forth, in the
agreement. Through the end of 1980 these targers had been complied with, and the add1t1onal
injection of foreign exchange permitted the country to ease somewhat the severe supply. comramt
on crucial imported inputs and the public sector to augment appreciably its capital expendlture
programme, despite a large increase in its current account deficit, |

|
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GUYANA
(a) Monatury policy

In Sepremoer 1980 the monerary base was a mere 70 preazer thorn in Seprember 1973 (see
table 13). In 1979 the money supply had actually dropped by over 39, and in 1978 it rose jess than
5%, so that it was lower in Seprember 1980 than at the end of 1977, Consequently, the hguidiy
coefficient dropped by approximately one-third in this period, while the real supply of monev
registered an even greater decline, the principal course being the steep reduction in international
reserves in both 1979 and 1980 (see tabie 13).

In 1980 domestic credit expanded aimost 26%, owing primarily to increased public sector
borrowing. On the other hand, savings and time deposits increased by more than a fifth, largely in
response to rising interest rates. However, the most imparrtant factor of contraction was tne 82%
leap in "other iterns”, which appears to have been accounted for largely by foreign borrowing.

Teble 13

GUYANA: MONETARY BALANCE
(Millions of Guyana dollars)

Balence at end of Growth retes
1977 1978 1973 1986(a) 1978 197% 1980(h}
Money 287 301 251 269 b9 =3.3 1.5
Currency ocutside banks LK 158 1T 137 [ 5.1 1.5
Demand deposits 148 145 143 132 0.7 -1.4 2.3
Factors of expansiocn 657 T7i3 877 1,025 17.7 13.5 25.3
Foreign assets (net} =111 ~BG =205 -25% ves N s
Domestic oredit 768 853 1 082 1 284 11,1 26.8 25.0
Government (net) 532 603 T4 886 13.3 22.9 33.¢
Official entities 123 TeT 177 210 3.3 35.4 9.4
Private sector 113 121 163 185 7.3 38,7 14.%
Factors of absorption 370 - ET2 586 156 27.6 24.2 36.5
Quasi-money )
{savings ané time deposits) 321 37¢ 430 501 15.3 16.2 21,0
Other itemsz (net) 49 102 156 255 108,2 52.9 g82.1

Source: Internaticnal Mometary Fund, Internstional Financial Statistices, Aqril 1581,
{a]  January-September 198G,

(b) September 198} with reapect to September 1980,

(b)Y  Fiscal policy

In 1980 current government income rose by 14.59%, despite a proportionately smaller
incremenc in national income and an increase in personal income taxes allowances, because of
several adjustments in the tariff structure of public services, the introduction of a consumption tax
on a wide variety of imported goods, and a marked hike in the sales tax on tobacco (see table 14).

Current expenditures shot up by over 24%, but outlays for wages and salaries were held toan
incrernent of 109%, or substantially below the rate of inflation, following a reduction of 2% in the
preceding year. However, other current expenditures soared 319, due in part to the
replenishment of depleted inventories but also to increased subsidy payments for the domestic
consumption of petroleum, as the scheduled reduction in the rate of subsidization was inferior to
the climb in the international price of oil.

The deficit on the current account consequently shot up by 46%, but even so capiral
expenditures were augmented markedly (for the second consecutive year), primarily by virtue of
the sizeable expansion in foreign borrowing.

As a result, the overall fiscal deficit rose by 54% to the equivalent of fully 399 of the GDP.
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Tabie 14

GUYANA: CENTRAL GOVERNMEWI TWCOME RAD EXPENDITURE

. Current income

Tax revenue .
Direct !
Indirect :

Other revenue

. Current expenditure

Wages and salaries
Cther current expenditure (b)

. Saving on current account

{(1-2)

. Capital expenditure

Real investment
Other capital expenditure

. Total expenditure (2+4)

. Fisczl deficit {or surplus)

{(1-5) :

Growth rate {a)

1977 1978 1579 L L
1978 1979 1580
338 L] 31 L] 2.4 3.0 4.5
304 314 335 3.5 6.4
178 166 VT2 -6.5 3.5
127 148 163 17.1 9.8
51 50 62 -3.5 25.0
A7 485 581 123 16.5 9.8 24y
158 182 178 196 15.3 2.1 10.0
259 303 403 527 17.3 32.9 30.7
-61 -121 -184 -269 .
169 148 207 233 -12.8 40,3 60.9
104 89 -15.0 .
65 59 -9.2
586 633 788 1 056 8.1 24.6 34.0
-230 -269 -391 -602 17.C 45,4 540

Source: Statistical Edreau, Ministry of Econcmic Develcpment, Guyana.
Calculated on the basis of unrcunded data.
Izncludes amertizetion on public debt.

(3]
(b}
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