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vy
Donna B, Danne
BENIOR ECONOMIST,
BanNg OF  GUYARNA,

LMTHRODLIGT TON

1. The Public debt of Buyana (both foreign and domeshtic) has
becomns a major @oconomio issue  since 1982, Tﬁa problem is immediabely
hallmarbked by bthe magnitode of - this debt  and the inability of
Government to adeguately  service it Thie problem is part of a
broader spectrumn  of sconomic pathologies facing 'Guymha witd ch dnclade
low  and déaliming 1@Vﬁlﬁr pf produaction, declining exports  and &
Ea%ultmnt inability to earn adeguate  amounts of foreign  exchangs, a
large importation bill and an imability to attract desired lévelﬁ of
investment hmﬁhrlmmﬂl ard foreign. The faﬁg@ public sector deficits
which  were financed by moryetary axpansion  alas  compoundsd the
gifficult edternal environment. The concomittant balance of ﬁaymmntﬁr
deficits were largely financed by the accumulabtion  of exﬁﬁrnal

paymsnts arrears.,

2o As an iseolated- issue Guyama's public debt is part of the
mara -genaral ised Third World debt problem  that has been atbiracting
much concern and treatment by policy-makers and scholars alike. This

paper will point to some distinch featuwraes of Guyvana’'s public debt.

[

: . :
a1 have chosen to analyse both the internal and external

pacrts of Guyana's public debt.  In contrast eost studies on the Third
; ,
!

Woeld debt  problem tend to  foous almost exclusively on  the sxbernal



dwht of Ehe&a ;Hatiﬁﬁﬁm The main reason for the dual esphasis is the
interlocking nabure ﬁf the internal  and e lernal 'pﬂhliﬁ debls  and
thmir 'ﬁéﬁmiﬂgly conpmen cacsation. Fewai gn d@htﬁ have besn ﬂ;mmﬁt
anclusivaly Government conkractesd QﬁrgﬂVEfﬁmﬂﬁt guaranteed. Hﬁalfﬁing
BYETILEE ol eutmroal hmrrmwingﬁ Fravees induﬁgﬁ thé prevailing public
éjﬁth-tQ-iﬂCFﬁaﬂ& heavily its inﬁernal'hmrrmwingsg rThm-intmrnml;deht
ﬁrmblmm e complicated iy thé fact bhat a ‘ﬁiﬁmablm-prmpﬁrtidq' of
Emvernmentﬁ“ hmrrmwing is not for _iﬁVﬂétmant ﬁuvpﬂﬁat bul to . masb
uurrmﬁﬁ1ﬁnpmndituﬁeﬁn This has ﬁmrimuﬁ impiiﬁatimnﬁ for pfudgﬂtimn,

capacity bto repay, inflation and obbher related factors.

4o Bt hhe end of L9RE Cuyana  had s tqtal publim,wntwrnal ,
debt  of LSEL, 48 billiwnu OF  this sun US%?Oiuﬂ millibn or 47 .84

reprasented the tobal disbursed sum while the remainder represented an

accunul ated arrFears. and inberest on such arersars. During 1984 Guyana

2OEL 7 wmid lion of whtich

had a debt ssrvicing burden estimated at U3

&

run1y7U5 2.4 million or 14.%% was achually paid. CThe sum of U5$£a?“3
Millign remained an arrear to b carried over to aﬁmthmr wewiﬁdn_ Tl
inability bo ¥u119 sy ioe the_d&ht has besn bypical s=ince abogh 1981,
Tor fue b undﬁﬁﬁténd thea gravity,uf this situation the foreign dsht
servicing burden Uﬁm e compared with Guyana’s -tmtal @Hpmrtreawniﬂgs

48,2 million for the year 19786,

H.0oBuvana's foreign deht‘pﬁr capita at the and af 1986 HAR
mebimatad  ab UH%I,%E?; That di=, it each réﬁid@ﬁt of Guyana - was
equaily iiﬂhla '%mw_répaymmﬂt oy the.¥mvﬂign dabt than  he/she wol d
have Lo pa# ﬁﬂ?ﬁnﬁémn thmuﬁaﬁd, thres  hundred and  ninety  Buyana

cdolltars at the current official exchangs rate,




.

& The . tobal internal public. debt at the end of 1984
amounted to GFH0L billion o USEL.E8 billion*, This sum brought to

VB2, 84 billion Buvana's total public debt at the snd of 1986.

7. I will oposit reasons for the seeningly uancontrollable
butld up of the debl and arrears and their iopact on tha economy. The

measures  taken in the economy  to deal  with the debt will be

identifiad,. Finally, Guvana’'s public debt will ba beistfly portraysd

i relation teo Lthe Thivd Worid debt problem.

e THE EXTERMAL FUBLIC DERT

8. Guyana’'s external public debt can be -cmnc@ptualiﬁ@d 15
passing  through fouw critical periods. These periods  are bvpifiaed
both in tmrmﬁ af a descriptive and a functional manifestation of the
debt problem and highlight its focal aspechs. The tirst is the prey oo
wf  Debt Diversification which ocoured between 19468 and 1970, The
gecond is the Nationalisation Debt period which occured betwesn L1971
arnd W77, The third period occuwred betwsen L9278 and 1982 and is Ehe
pariod of Debt Reschedoliong, The fouwrth is the period of Deblt Srreedars
anch run%_?rmm 198E to  the present., There is  much continaity anc
overlapping haetwesn the Jour  periods which are neverbthel ess

4
differentiated as a heuristic device in the analysis. What is conmon

4

ta bthe periods 15 that thaw grovint bo the emsrgence and development of

Guyana’s debt problem from 1969 to the present.



2ot The PJ;}UH of Debt Diversificabiong 1945-1970;

Fu Thiﬁirpevimd I imﬂicativermf} an  expansion  of the
pLrrposes for which debt is incureed as well A @ brmﬂdwning of the
sourFes  of hmrrﬁwingn Fredor o 1543 Guyvana s ‘emtmwnal.bufrmwiﬂg WAS
alﬁﬁﬁt wﬁcluﬁively frmm the i ted Hiﬁgﬂmm. Henwe v et with the granting
Oﬁ.Indep@nﬁénte in 1944, fhm indé@ehﬂﬁnt matigdr wmuth crbher @vaﬁuéﬁ

of Foreign aid. By the end of 1970 loans had bsen contracted from the

nibed States  of America, Canada and solbtilaberal agencies like the

=
™
2

TERD  and the IDA.  This new capacity to 11vwr51{y ite  borrowings

wrdden Li el Guvana s nationhood status,

10, During this initial pericd esternal lean wbilisation Wac

rdmarily for social development  and economic  infrasteruchural

[ pI s en e L Loans wearé grarted for mnaior proisc

ﬁuﬁh-aﬁ 1Jﬂidef@ﬁﬁﬁ,
i ce thULI]Pﬁtlnng-thw Eépanﬁimn of bl tﬁl@phénﬂ ﬁyﬁtmmq eduﬂatiwn,
Liveostook pwmjemt%; alroraft P chases aﬁd airgmrt'.impwmvamént,
-bHJ Ldimeg of rmadég wlecbricily exﬁanﬁimn and watar imprﬁvemant s hamnss
’_tm_mamm a  few. Wi th & ﬁew.m"cothnn% the - majority of these projisncts
were nob o in thenselves incmme genmfﬂtihgq Thér@-waﬂ thiaretore a heavyr
depeodency on other sectors of the economy to generate incﬁmﬂ tmrrmpay:

the loans for these projacts.

Li.  Tah1m 1 VEHQWE Guyana’s Exbternal  Fublic Debt pra%ila
betﬂﬁén L9765 aﬁd_ 19846, In 1965 the Exbternal Fublic  Debt was Iﬁmnh
mi Llion. By 1970 this debt Fose by B7.9% to USE7S.A  mi lli-»c.sr'i. C This
reEpresentad an-ﬂveﬁagmr anal incr@aﬁé af H5.3% dwing this five vear

AL AT
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SUYANA'S EXTERMAL DEBT (including Arrears) 1965 - 1984

s 5 fn,
_ Total Aaount - : _ '
v Public - Qutstanding , ‘ Supp-  Natian- fopunt | Total asa il asaj
Year External and Bilat~- HMulti- Fipan- liers’ alisa- Bonds in i Debt of af
et [ sbursed eral lateral «cial Credit  tion firrears 1 Service Exports GNP
oo : " i
1963 | 62,1 bl 35.3 0.4 0.7 0.3 ~£ 125.2 - - - :
1966t b6 . bl 9.1 (] 0.7 0.7 - ‘25,1 - 5.8 4,3 2,
97 1 Al 1 6l.4 34.3 0.3 0.6 W5 -1 2.7 - 5.1 4.3 2.
1968 1 42,3 ¢ 62,3 44.8 6.2 0.4 9.4 -1 6,3 - 3.6 3.1 2.
1967 L 70.b D08 4.3 - - 0.2 -i TN | - a1 3.4 2
970 1 7.5 795 62.9 1.2 - - -1 5.4 -1 5.2 3ok 2,
1971 1 145.8 -145.8 73.3 2.3 - - 52,5 - IS - 3.8 2.5 i,
1972 1 1§04 ~1atb 83.9 4.8 - - al.? 16,2 - 8.9 4.4 2.
1973+ 1514 . 1at.4 44.3 B.7 12.3 - 1.8 - 14,1 - t2.4 B.4
9714 1 22,0 2126 - 168, 14,3 13.7 0.2 60,8 14.3 -} 3.8 4.4 i
1975 1 287.5 “287.3 143,90 20,0 47.7 0.9 83,6 12,3 - i 14,0 4,4 3.
1976 1 343.8 363.8 159.5 23,17 1.3 i7.4 8L 14,3 - 37,2 i2.6 g,
977 1 4044 404,4 179.4 28.9 19.7 25.48 78.3 11,4 -} 39.0 15,2 g,
17 1 4387 438.7 - 204.1 41,7 13,4 21.8 13.2 12,3 - 48,7 15.3 g
a7y W07 307.1 221.3 0.6 107.4 25,3 88,8 13,5 = 46,4 15.4 4,1
198¢ 1 448.7 . 448.7 116,3 - 108.0  119.8 26,3 63.8 14,3 - 83,0 22.3 14,
1981 | 4943 460.3 2921 173.5 LR 20.48 33.4 1.6 34,0 1 6,1 26,2 14,
1982 1 807.3 681.3 283.0  205.5 {133 {8.2 32.%9 6.4 1260 1 102.3 32,7 24,
1983 1 982.5 892.4 2813 234.% 10,9 17,1 430 5.8 28%.9 | 37,8 32,4 34,
1884 1 4.9 682.5 69,7 246,27 1060 14,3 4.7 46 4315 0 B3 62.4 4.
1965+ 1 1307.5 4519 6.5 6.4 105, F4.4 4.t 4,6 415,84 | 184.2 74,0 49,
1986 1 L477.4 704.2 6.2 837 102,319 30.5 4,4 THL2 O3 027 Bl 1.

Source : Bank of Guyana
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1d. During. the period of Diversified Porrowing the countey

experienced no  problemns servicing its  debl. As & peroentage  of GNF

Buyana's extarnal daebt  servicing had Tluctuated betwsen 2087 in 1545

and 2.1% 0 in 1970, As  a percentags  of total exports, the country ‘s
muternal debt serviciog fluctuated betwean 3.4% and 4.5% between 1%b4

i

Al 1970 (hee figure Loand Table 1. These shtatistics all ratlected

the relatively favourable Lferms the Govaernonent  had managed  to

cnagotiate on Lbts external borrowings.  Loans from both Canada and the

Ihvited States carried Jow interest rates snd  estendesd grace merimﬁﬁQ

Almo, bebwsen 1965 and 1970 the matwrity profile of loans granted ta

Muyana was congtantly  dimproving. o Up  to  the end of 1970 Buyana's -
exrbternal public debb was quite manageable relabtive to the foreign_and

obther garndings within bthe ecanomy.

Moy

2o The Makiconalis

Z. The Nabionalisation Debt peciod iz typifisd by the rapid

5,

growtl dn the external  pablic  debbt nainly as & conseguence of

Cnationalisation.  During  this pericod also Guyana’s  sconomic Forbunes

declined precipitouasly  (Danns 1987 {(ar; Danns  1%E7 ().  This gave
Fime to  increased borrowings in an effort Lo support the halance of

artarnal payments and the overall sconomy.

L, I Fahruary  of 1970 Guyana was  declared a Co-operative

SGooialiat Republic. The Government bagan  to advocate a policy  of

Cowrtership and conbroal of resources of the socliety for  the bedefit of

I3
a

paople. - Bold initiatives were taken by the Bovernoment Lo increase

fasg
E¥ed

s involvenenlt in oand conbrol of the sconomy. I 1971 the asxternal

prabr) 1o debt 1 significantly by 835.4% over 1970. This steaep
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rige in 1971 was as a4 resulb of the Government’'s nationalisation of
the Demerara Rawsite Company — praviodsly owned by  Alcan, a Canadian
Firm., For o ihe hmrchaﬁe the Government had to pay USFSEE.E million at a
&4 rate of interest over a period of ?G-yaar%; This was the +first in

a series of nationalisations which took place over the following sis

YEArs.

v

15. The p@riﬁd 1971 to 1977 marked a tremendous build-ap of
axhernal debt and -mamﬁlﬁtmly changed Buvana's debt  profile. By 1977
Guyéna’ﬁ external debt had imcwaaﬁéd be A0B%4 aver 1970« total td
Uﬁ%ﬂﬁﬁuﬂ milliwnn The dabi pbhligations that had arim&n‘ baecalse of
nationalisation b? 1977 amounted to USEVS.E oillion  and represented
12.6% of the tobtal ewtérnal calat ., Besides the Demsrara Rauxite Lo,
the - Oovernment had nationalised Reynolds Mining - another baugite
Company, Spronstons Emgimawring Company, the Demerara Sugar Company,
Bookers Molonnell Ltds — a trading entergriss, the West Indies 41
Campany , Bergar  Faints Lbde angd Cable and Wireless Co. Ltde Thess
Hatimmaliﬁatiurﬁ obiligations with the excephbion of the West Indies 0il
Lompany all  carried interest rpaym@ﬁtﬁ of betwsen A4 and’ .94, The
total nationalisation debt mbligatiﬁné at  the end of 1977 asounted to
& sum A large as thertmtal external debt of 1970,

1é. Countries sngags L0 external  borrowings or négmtiat@
external debt in order to Fill one or bobh of two resouwrces gaps — bthe

. 7 ., : 7 .

savings/ investment gap or  the foreign  exchange gap (Bourne 197?)“
Guyvana ' s natimﬁaliﬁatiwhﬁ qf the 19708 while officially treated as nelt’

]

apital indlows did ot stimulate any new investment in the ecanomy.




Thomas  (1983)  explained that the nationalisations represented a

Guyanese assebs!, He sxplainad  furbther

ool al o epuroah

thaty -

"The edffect of such  a commercial repurchase was Lo
burn sabional assets into & national foreign debt,
denaminatsd  in an external currencyy this  meant
that & heavy prenium  was placed on all future
foreign exchangs earnings'. -
Buch an analysis is particowlarly btrue for mationalised industrios such

as bhe  sugar industry and  the bauxite industry which had  owned and

exploited vash amounts of local lands.

(A7 Haﬁidaé claht mhligatimﬁ% reﬁultant f ¢ oum nqtimnaliﬁation,
.gmvernm@ﬂt Mact Qéfy notabple incoereasss n Loans from o hiiatéralq
Tmultilateral_'ﬁnd, financial sowoss  and  also  in suppliers’ ,ﬁwadit
T bebtwasn LP700 and 19??n Eilatéral dabt increassed from USELZL.9 miiiiun
bey USELTS. 1 miiiiah'bmtwaan L1970 and 1977, Nhfla Guyana cmhtinuaﬁ;tm
,r@c@iy@ hilateral assistance  {from the traditional Ui e 'Hingdﬁ@a
Lini te ﬁtatéé m? Americs  and Canacda, it hat in 2 sense pade some new
acguaintances. Bilateral assistance was beging obbained from soma (D
countriess, bhe Berman Democeatic Fepoblic, the Pmmﬁle‘ﬁ ﬁépublig mf.
China  and Vagwﬁlmviaur These FIE SO s m{_-bmrﬁmwing PIESE e rmmt
surprising  and-  ware cmnﬁiétant with hbhe Fepublic  of buyana’s’
commni ttment to a.ﬁm;ialiﬁt idenlogy  and a nﬁn aiigneﬂ foreign policy.
Huﬁh of The immnﬁ-up hko 1ETE WG +mr_ﬁpeci$iﬁ  prmjﬁctﬁ bt the
Bovernmenl from 1974 had bean veceiving balanoce of payméntﬁ,ﬁuppurt

Srom bilateral souerces.,




18, Muwltilateral loans moved feom USFED million Lo USFEEH.9
miliiqn beatwean 1970  and 1977. Theso crmdit% weara - obtained from the
-traditimﬁal sourcaes of  bthe IBRD, the IDA, tﬁe DB in addition to ﬁ@w
sources  such  as  the OFED ﬁm@ﬂiél Fund, the DR, the Europsan

Deavel opment Fund and bthe Agricultural Developmant Fund,

1% During the 19701977 period projects for  which loans

W rregotlated ol dded P s afrod B cogpes cowsheuetd o,

alectriftication, irrigation Ve repalr and canstruction.
Financing was also received for  the newly sstablished Guyana Mortgags
Fimanoce Bark and Guyvana Agricoaltural and Industrial Bank.

oy

w2 AN emergent and ﬁigﬂi¥iaant_$@$tur@ of the external debt
in  the i@?ﬂg was  bhe rapid increase  in commsrcial borrowings  to
accommodate the financing need of  an edpanding public sector. During
1973 and 1974 outstanding commercial debt avmfég@d USELE. L million psr
énnuﬁ bt rose Lo an averags of USFEAE. L million per annun bebwesn 1975
and" 1977, This weighty toreign  borrowing  was to  provide %br the
working capital nesds  of public enterprisess in the wake of the 1970s
nationalisations., This was particulacrly  trewe in the  sugar industry
ared dn the bauxite industey. Far the baued e dindustry  during the
19751977 -perimd,there was also a 'miﬁmatchiﬁg 'm{ @Hpénditufa aricd
Finanaing. Thi s industry wéﬁ Financing  its capital  expansion
programme with ralativﬁl? shopt--tarn  commercial loans. Commercial or

Financial loans in 1973 represented  8.2% of the exbernal public debt,
, .
in  A977 this  total represented  19.74 of the total esternal  debt.

Borrawing from  commercial sources - like the Bwo-cuwrrency market and
' .
i

International Banking Corporations usually presents terms  much less




_favmurahl& titan iménﬁ wnger bilateral  and multilatermlr agfeam@mtﬁ.
Int@fEﬁt Patéﬁ arae highse aod grace pmrimﬂﬁ muﬁhrﬁhmrkwr“

T The imcrgaﬁad borrowing from ;mmmﬁréial SO GRS had-ﬁar”
rﬁachﬁng implications for Guyana's debt maburity profile. The
maturity %truﬁtut& -dmt@rimhmtﬁd bacause  of the six-fold iamrmaﬁerin
lLoans on cﬁmmﬁrcial ﬁEVME Bresbwmen 1974 and 1??7@ Dﬁhﬁ with legs than
& yeara‘:maturity accounted for 2% of  the total debt in 1974 but rose
o RO dn 119??nl CWhEle din 1974 92U of  all aternal loans -hﬁdr
ﬁaturity of over 10 years by 1977 the ratio had deteriorated to éﬁZQ

22, The tokal inurgaﬁwd B Ol Mg s tﬁa'natimnaliﬁatimnﬁ_and
the un%m?murﬁbla cosmmetcial loans during the mi@ 19706 had caussd debt
ﬁawvicg payments to 5haﬁp1y iﬂcreaﬁe ag a ratio to sxpordt earning from
abeowt 1@?5; MWhile in 1975 this ratiﬁ was 404% by (277 it iﬂcréé%ad T4
14, % As a gercéﬁtage QF i dabt ﬁervicing P%EE from E.5% in 1975
to P.4% -in 1977 (e Téhla i), From the commpencement of the first
rpmrimd i AREE tqrthw and  of the second period in 1977 Euyama'a‘
erxternal  debhi inéfmﬂﬁéﬂ from WHEELE.E million to USFEL404.4 million.
This reprassoted %m increase of S50W 0 over 1E7YQﬂfEu 0Bt intersst is
“hhe fact bthat Gu?ana'ﬁ e e nal d@bﬁ increasead ﬁ;ﬁ Limes between 197F
Aricl L977. in mmmtkmﬁt it hag heen @ﬁtimmt@dr thabt ths total Third
w&rld A L 1 ) d&hE cluir 1 th@,%ﬁmw pariod doublad (Tayldr 15835)

238 Bebt aﬂgrt, the 19708 wasg a period. of aﬁmnomia-turmmif
“anc Fluctuating {Qrtunﬁﬁ in the Guyana acmmﬂmv{ Awhile external débt.
anﬂ dett %ﬁﬁvicinq-had derfinttaly umntwibufad T the =Tl p Tadr A o prohlgmﬁ

i bthe 1970s, it cannobt be said to  have truly cavsed  the problems.
. 3 L
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The Independent nation of ﬁuyéma interited a 5£ruatura11y Weak ezonomny
which b has hm@ﬁ- unable  to  fundamentally bransform. Sugar  and
bauwxite aupoarts  averaged approximately 785Y%  of  the total export
aarningﬁ and  Tthis tendency has Cr@mained unal berad, It is therefore
the maroings of these two sachors and in particuwl ar the sugaer induastery
thét determines ﬁhﬁ countiry ‘s ability to import and  to service debl.
Anything cthat heppens in the sugar industry, in particulae, therefore
M & Serdous ;mplicatimn fon girowth in  fthe bther sectors of  the
BOTIOMY W

24, Ecooomic growkbh during éhe 1970 reflected Lthe impact of
the sharp movements in the counbry s tetms of twmdé; In 1#74 and 19735
massive inoreases in the mfica of  sligar interpationally  had almost

I

tripled Guyand s sugar export earnings From 197350 GBrowth in the total
euonomy had  reached the levels of 7.35% and 10.8% in 1974 . and i@?ﬁ
P@%péctiv&lyu Thie sugar earhiﬁgﬁ had inoreasesd the net intewnatimﬁél
reserves from UDEELL.7 million in 1973 Lo USHFYE,.9 million by the gmd of
1975, These parnings had  served amply  as a  bufder for  the rising
prices of oll on the world sarket during the same period. Howsver, by
1976 the countey experienced a precipitous decline in export earnings
after sugar prices 10 1974 fell by 45.8%Z. This decline cmupléd with
At incr@aaing laportatticon Bill and a mounting extaroal debbt sarked the
beginning of an econanlc recession.

o

2.5 The Debt Resgchecduling Periods 1927819802
s

2. The period of debt rescheduling is indicative of  an

inability to meet debt repaysents ag@ﬁa conseguence of  Buvana's o
-l -3 B T

deepening  econoanic orisis. At bl beginning of 1978 thse external




ﬁuhlic duh! stood at USF404.4 million. By I?ﬁé it had almost ddublmﬁ
tD-ﬁE%ﬁh an BmRount of USFEO7. 5 million. | Thi e dmublingr ot Gﬁyaaa;&
intﬁrﬁﬁi déht du#ing,thiﬁ Period acoorded withrthm Qeneral trend in
thw 7Thirﬂ lew&, (Taqur3 1?&5). In this period also the tobal
eﬁternal'dmbt hadd, exocesded GDPV far the first hims in any one yeafu

Thi s oomarad in 1979 and from 1981 to bthe present Lime (Bse Figuwe 2)

24, The foreign exzchange corisis which Guyana conbinosd  bo
exparience hbad occasioned significant flows of concessionary  loans
o Ut'nlwfﬁt And multilateral  sgencies during bhe peeiod 1??9%1933u

i

Betwean 1970 and 1982 bilateral loans increased by 38.3%5% to a total of

LSEPE5, 0 willion.,  Multilakeral loans increased by a mammobh 392, 8% to

i

USEZ0S. 5 million. I 1981 especially there wers particularly largs

dnflows fron thess two categories of oreditors. - A significant amounk
of almost USE7L mil ]Jun originabed From & Trinidad and  Tobago 0§

Facility, O e sources  of funds cang froom bhee Mo ld Bankq thw 1MF

th IDH-and LIFEE ., WHiim gome of - bhess P dmhL?

W oFor thﬂ PUEROSE
of bhalance of payments support soms wers  for long ters developmeant

purposes, Howsver these were nob grants and were still to be repaid..

AT 'Frum 1978 to 1979 loans feom financial sowecss incroasad

4rﬁm, miilimn o USELOZ7.6 million. Mﬂny of bhe major public
-@HtEFPFiEéﬁ had- obiained ﬁmvérnmant guarantaed luané - cim sk
GLLE I Thé largeast mdrrmwer o th@.ﬁu?anm VEau%ita Company ang
obhaers inﬂiud@d Tha GLiy sra Mational Ceo-pperative  Hank, ther

CAgricultueral Development Bank, Guyana Liguor Corporation, the Guyana

Ailrways ODorporabion, Guyana Stores Lbd. , Buyana Telscommunications and
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conarous by the end of bthe  Mationalis

Buyara Timbers Lbtd. The problem with such debt s that not  many of

Lhese enberprisas ab thae time ware makirg a pﬁmfit“ Vary few of such

entarpri were foreign  exchange earners. These desbts btherefore

remained Lhe responsibility of the Cenbtral Sovernment. The sowces of

Fewelgn earnings  within the economy remained  unchanged and  in. this

period Lhose sarnings conbtinued to decling yvet the demand for external

financing by public agenciss increased. This mismatch of expenditure

-&ﬂﬁ @arnings had started to oreabe ssredows problems within the sconomy.

with grave implicatians for the sxternal debl,

g

it In the inttial period of the foreign  exchangs orisis

Buyana f

acl continued to service dits external debt, In 19758 it was

alleviate its debt servicing burden which bad started to  becose

wion Debt period. In 1??ﬁ'anﬂ

18979 deht ssrvicing  was LS$43,7 - million  and LISE4B. 4 million
crespactively. In bobth bhese vears a debl servicing ta export rabkio of

over 1EY was recorded (Ses Table 1).

29 Hy 1980 Guvana s hel Intermabional Reseprves had rsaached
USg-184.9 million afbter largs balance of pavaent deficits.  Thig

situation along with the increasing internal economic problems and bhe

Total turmoil in bhe fors=ign seckor  had made it_hatﬁntly svidant - that

dmbt  smervicing would  bave becone very problematic  into the 1980w

unless deastic changes in the terns of brade had occoured.

=T e

2o Debt servicing had rigen Lo Z2.59% of total  suports in

1982 and as  a percentags of GBDF 1t was 24,545 (8se Tabla 1). By the.



- lh -

garly 19805 thetre was an invaluntary  build ap of arrears wﬁ-ﬁupplierg

2

credit and it becamne impossible Lo oeel debt repayments on obher bypes

cof debts, Fescheduling - of bthe exbernal debl was again  dome dn 19782,
By this time it had becoms increasingly difficult for Buvana to obtain

fur-ther Loans from any souwrce as arcsars on external debt had amounted

ko USFLEZS wmillion.  The country had lost its credit-worthiness,

. In fhe wi chen mémnumy, By 1982 ﬁll major  econcomnic
activiting with the exception w¥-riae- harl chlinadu Faal GDF ?éll-hy'
an wstimabed 1&Hl in 1982 atbter a similar percentage  decline in 1?@13
TH@ [l g =3 fmrrmugt imports especially oil hacd Fimen. The pér&mrmancé'
of hm&h production and exporbs e e wall,hmlmw:thmir'iqTﬂﬁ tavels,  In

U5 dollar teros 1982's exports earnings were at its lowsst since 1973,

Yab Buyana was faced with a growing . debt burden in 1982 which was 5.3

Limes higher than  that of 1973, The country had  Fallen into a “debt

teap® rom which based on current economic perforaance it Ls almost
impossible  bo extricete  ilself, In short +then this phase of the
devael opment of  Buyvana ‘s debbt problem was characherized by  large

increased borrowings  from . bilateral, mitilateral and financial

sources,  an energsnt  accumalation of  arresrs and 8 loss of oredit

Cworthiness.,

Frasenk s

2.4 The Debbt frcears Feriod: 198
EEL - The Debt drrears period le typified by a significantd

) f ¥t : b; 3 Y

large baild up of foreign debt arreasrs, stemming from the imﬂhilihy of

Lhe sconomy Lo service prewiously  conbracted debts  and, a deastic
Y ¥ y /

reduction of avenues of external assistanoe in the form of Loans.




- "(-‘ ven

SRR At bhe beginning of 19283 the foreign  debt stood  at
WSHFERCGZ .3 million ipolusive of arrears of UBFIZE.0 million or {(15.4&6%).
By 1984 the bokal mxtarngl pubilic debt had reached USEL,477,5 willion.
O this swm  USEY7L.2 millimnrmr 92.24  represented an  accumulated
arrears on previously contracted  debb and  intersst on the arrears,
The actaal debt disbursed and outstanding rose by only 3.7% 0 over
1983 s outstanding amounht to & btotal of USF706.F million within the
Debt Arrears period. The only sowrcss of external financing was from
multilateral aqehci@§“ Lmanﬁ cisbursged from mulbilateral agwnﬁieg
inoreasecl ffmm HER205. 5 milliﬁn at. the beginning of 1983 to UBH2EE.9
millimn at thﬂ el 5# 1984, The dishbuwrsed sums  were $Gr.pﬁﬂjﬁﬂt% in

the Bauxite and . Agricul tural sectors of the eoonomy.

Sy The btotal debt secrvicing on the sibternal debt rose from

USHI02. % million &bt the  end of 71982 to almwﬁt- daubi@ (LIS#H202 .
milliony  at the end of 19848, A debt service péym@mt of  USEZLN.8
million is pﬁmpwﬂ@d tor 1987, G the sohecdaled daﬁﬁ service pavments
lesser and  lesser suwns  were actually paid on the debt  dwring this
final period of Guyana’'s exteroal debt development. This meant that
Larger and  lLargsr balances wers  being recorded as arrsars., In 1983
Fuyana paid USFLN. 6 million or 46.9%  of the acorusd debt sarvice
paymants. Iﬁ'l@$4 a sum of USFS.T million or 38047 of schedulsd debt
paymwﬁtﬁ was actually paid, By iéﬁﬁ a sum of only USEREZ. 4 million or
LhaG% of scheduled paymenhts was paid. [t is estimated that by the end

rd
af 1287 an even lesser sum of  USEI0.6 million will be paid on the

r

total debt service of US:2 unB million {(Bes Tahle 2.
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Tap

DEET _SERVICE FAYMENTS: 1982-44

1n'U5$ Mi1lden

1985 19785 19854 1oas 1986

Pt AL Som 4o Sk ek ahins s b Praen savee e peaen s WEM et HE 15t nk 51 s e d e peb g T sme et R S ta a8 Sree Pre bt eees e b s mand Sk s e e v e

Total deblt secvice acorual Tovd. s 1425 184,52 - Z2aZ.7
actual =um paid LAV Hf. b 2 A BELT BRI

In Arrears o EF. 2 VA 07,4 THLLE 0 La%.3

GO Bank of Guyana

EEL,OAE thim point At ods virtually impossilble  for Guyvana to
sarvioe ihs 3hbmrn91 daebt and at  the sane time susbain any reasonable
devels of importation  fore the economy. Schaduled debt repayments in
A1R8H wetre B1.04%  of bBuyvana’'s btobtal ewport. earnings. At the same time.

importation in the Guyana sconomy - in 1584 wah
7 L

LOR% of  total ex phr{

EArTHL neg s . i ﬂ&{iLLL CHY th@ balanca of paymentﬁ amounted bo Fﬂuu

million and  Mebt Internaticonal Reserves were abt a level of UBE-854355

milldon abt the end of 1984,

LY Guyana  seaens Lo hwvm {alien cumplm

e

caly in &  debt

ghilemma.  While in  terms of the tmtal Thire Woeld. Vdggl buyana @ deht

oUocupy & very miniscoule place, ite dggymgﬂflmn hdm, and will continue

Lo be a very focal and ravaaling part of the mp&ratimn%.mf the entire

ECEHTONY . In 3¢ the schedul e £ se-vice payvesnt ocoupied a 57.8%
y In 1984 €I berrdial el debb rvice paymsnt occupied a 97.8%



shareg of the GMF. Unless production  and export  earnings  can
diramatically increasg Guyana will cmntihum o Build wp arrears and
increase 1ts ﬁxtwrﬁml debt. Im  the meanwhile creditors will continue
tm_be wary ahoult loaning any significant sums to the country. This

will definitely have implications for investment and economic growth

i bthe whole. T

3 oeompound this situation  Guyanda's main adports -
Bugar  ard Bauwite -~ show very  Limited opotential for  attracting
ineraased prices on bhe world macrket.  Alsao, the internal  attempts at
diversiftying the @UOnoHy ar e prrasantly nmt- impacting in @y

>

significant way on the country’'s foraign earnings.

G, THE INTERNAL FUEL TG DERT

BV To Fipance Faltering state enterprises and ite regular
operations  bthe Dentral  Government  bhas been  inourring very  large
deticits and has become by  far bthe largest borrower from  the lLocal
banking systen. Lo 19467 the banking system claims on the public
sepctor accountsd for 374 of its total claims on thﬁrpublic and private
sEelor . In 1970 Lt inoresasad tor A0, By L9VE it increased
dramatically to T0%. Im 1980 it continued to spival to 84,774 and by
1984 reached a %tagg@ringrﬁﬁuﬁz (Bea Fige 3).

u——

8. Table % shows that the Internal Fublic debt at the end

of 1963 stood ab @F4L.6 million but bad risen By morae than  1577% to

GFL07.2 willion at the end of 1970, Within this five vear period of
f .

]
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Table 3 -

PUBLIE FINANCES AND INTERNAL DEBT

~443.4 -1224.3 -1589.9 1446.14 8.6 &092.B

B ¥ iin
. i of Accumul ated Dvarall Toaestic
_ Current - Eapital Bverall ~ ‘Damestic Deficit fotal Deficit Berrowing
YEAR Surplus +# 4 Deficit = Deticit . Borrawing financed Internal  as a i of as a 1 of
: Deficit - ‘ ' Internally - Debt GLP " BOR
i
1963 1 47 -17.4 -12.4 L LN 416 8.9 4.3
1964 i e o 1.8 -23.4 12,7 3.8 - i 4.9 37
1967 | 5.0 21 -22.1 -1.3 0.0 t43.4 5.9 0.0
1968 - | 1t.7 o3 -20.4 9.7 1.5 «i??.? 30 2.4
1969 : 10.9 ;E;SS.Q -23.0 1.3 ib.a EB?-B 3.7 2.6 ,
1970 4 IR0 3 -343 17.3 50.4 07,2 7.3 3.7
1971 ! -1.8 ;*iSB.ﬂ ~13%.8 39,3 24,4 " 14B.4 353 8.0
1972 i bub BT % B Y 3.1 7i.2 89,2 7.0 - A
1913 -3 £79.2 A 104.3 E 282.9 70,3 8.1
1974 I VX -102.3 -10.3 2.0 : 0.0 - 2471 3.3 0,07
1975 YN 7800 -120.3 4.1 FL I 199.2 11.0 L7
1974 i -122.5 -284.0 -108.3 30,0 3.7 bil.2 3.9 27.4
1977 H ~%.1 -188. 6 ~1%7 186.0 91.9 . B3B.Y 18.7 18,2
194 ! -40.2 . ~147.5 -207.7 148.8° §1.3 993.2 8.3 - 149
1979 102,14 -174.4 SR 201.3 7.7 12709 3.8 RN
1580 boo-146.3 ~314.7 -438.0 . 364.9 nr 1h36.7 3.3 - Ih3
1981 IR -337.4 - -GE5.2 200.7 M3 Nz 13,3 14.9
1382 i -280.% ~673.14 ~734.3 6%4.2 .1 " 2758.0 76,3 713
1983 Poo-338.3 ~-178.3 - -375.4 4.8 73.4 3809.% 47.8 44,7
1984 YL I -131.7 ~75h. 1 102.2 92.8 1544.0 - 3.4 437.8
1783 T -375.0 -288.3  -Ab3.0 6014 %0.6 12,9 40,7 J6.9
1986 1 2.9 4.4

Source 2 Bank of Guyapa Annual Reﬁafts k Iif Estimates
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the newly irndepsndent nation there were overall fiscal deticits which

weee partly  financed through  domastic  boreowing. I an  averags,

during this pariod 41.9% of  the overall fiscal deficit was financed

lowally while external funds served to finance the remainder.,

A period  wasm Lhal

An int@r@ﬁtiﬁg faature of the 1944~

the vamfnmﬁmt iﬂ‘ ?QﬂF raecordsd a swrplus mn.tﬁe Cureant ﬁccmﬁnt
Ths uﬁing _ali avatlable finances for  bthe capital account da{@éit,
Hhilg tﬂe diﬁburﬁemént of debt financing was fﬁr bonger berm tﬂﬁitaln
projects hhe ,va@rnmmntlwaﬁ increasingly %iﬁﬂnuingr thaﬁm in?ﬁﬁtmanté
through the ose of shart fero firancial dnsteuments, Tab } g 4 Aﬁi]‘lt‘.ll;\!‘;;i

that while in 1945 short  teers financing  accounted for 13.2%  of the

Lotal iabernal debt by 1970 ghort tero finabcing bhad  accountad for

EEL &Y

7

JQ; -During”th@ perind 1971 to 1976 deficits  on Ehe cuﬁﬁ@nt
account of the public fiﬁaﬁcaﬁ wwfm Fﬁcmrdéﬂ im F oyears. THEQQ-HEaV$
wexres L1971, o ":?"'-‘fffii, argl 1976, Daring this peyiod it1r~ i'ﬁl;)‘-faer"rmmrrr!:7 otk r ritesl
La  dngreass (hs 'inwﬂﬁtmént in oapital mrwjmaﬁar and  in all YRS
el i('_‘.:i: b mm“é freoeceod dn b r apita }.  account.. - Th i—ﬁ .ps;srrfi. ol coined ded
with-tﬁ& Governmenk s expansion into mthﬁf sactore ot the sconony,
The capital deficit in 1970 was Gads.ca millich © but by .??& thiﬁ
deficit was GFP84  million. Froognp aboutb i@?ﬁitm L1974 khe GDYWFHMEhtfﬁV
capital  expendilfure  grew  sharply. Thﬁrﬁ W & it e ﬁghﬁtaﬂﬁial

i

i Fixed capital  Formation and in nationalisabion.  However

the - nationalisations wers financed by sxternal borcowing. There werea




R¥iin
YEAR Total Short Long
Ters Terg
. ii
1763 #l.b 8.3 33301
- 1984 58,1 17,4 40,7 ¢
i 1967 §3.9 15.2 49,3 1|
i 1948 72,7 2.2 505
0k 1969 87.8 32.3 55,5
i 1970 107.2 39,3 87,9
P 1971 144.4 67,5 1.1
b 1572 169.4 B.0 103.4
1973 789,0 157.8 131.2
1974 269.1 H2.4 ik
s 399.2 215.4 183.8
1976 857.2 % 4480 209.2
1977 §36.9 592.3 246,
1978 993.2 §99.3 293.9
1979 1,270.9 914,3 3544
1980 L8367 L1903 445.4
1981 L7792 1,257 533.5
1562 2,756.0 2,069.3 688, 7
1983 3,809.5 2,967 Bi2.8
1964 4,540 2,993,7  1,550.3
1983 54120 30080 1,796.9

158 6,092.8 3,850 2,107.7

Source : Bank of Guyané finnual Report (1974)
Pank of Buyana Statistical Bulletis (1984)
’



al sa inﬁﬁﬁmﬁmd gocial  fnfrastructure in the arsas of health and

edueation which reguired sone capital expenditbture.

At.  As earlier explained up to 1971 the ﬁankﬁ in Guyanarhad
invériahiy Lesik: %ara to the privete sector than to the public sector.
—Huwmvet fron 1Y7E this rﬁlatignﬂﬁip changad and the gép beltwsan the
banks landing o the private sechaor and the public sector has since

wicened Lo a agreat exbent. In addition the Central Rank also began

lending invreasingly large ampunts to SGovernmesnt.

4. By LR75 the Government s short bere internal  debt

proeaded its long  tersm dinternal  debt. This had o started to bave
implications for bthe seevicing of  bthese debts as Lhe matw ity profile

of Government e dobecnsl debt had deteriorated.

4%, Froam 1577 to bthe presenk btise  bthe Public Finance had
'déteriwratﬁd to ENHH a whate thal deficibs mﬁ Liobth the Currﬁnt and
capital agﬁmuntﬁ‘ I IR &2 rm;mrded £ o eéﬁh vaar, The ocurraent ac&munt
defiaitmrbmcah& progressively  larger bt wesn 19?? and 1984, In 1@??

Ll cuwerent deticlilt  was  GF9.L milliong in 1981 this deficit  hacd

;o

reached BFEAS.H million and in 1984 it was G244 milliomn.,

1. - Az the Central  Goveroment s deficit comntinuaed to [ 12

From 1977, the sources of  exbternal Tinﬁmcing e Denomni g soarcer as

Ahvana starbed o a  less than creditworthy pictuwrse Lo fareign

Cereditors.  Greabern percentages of {financing  for the deficits
Ctharafore hed to be generated from internal borcowing.  With  the

ewcaption of 1981 in which vear only 54% of bhe deficit was financead
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o,

g
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locally, betwesn 72% and 97% of the fiscal deficits were financed from

local sources during the period 1977 and 1986,

4%.  an overwhelming proportion of the Government’'s internal
bt duwring this period was on a shorl berm basis.  Gresnidge (1985
points out that in relation to Suvana’'s dnternal indebtedness "Short

term cash  flows, long-term developmental needs and basic imbalances

ware all  met primarily by borrowing short~ters.  Such  borrowing is,

ot sueprising, mmﬁﬁ @xpensive bhan 1&39 ferm 'ﬁmrrmwing”= Baltwasn
1977 and 19846 an &9@#&9@ o 'EQK of total  vearly ihternal el was
Long—~term in natuwre while the capital deficit during this period
averaged  SEY anfiual 1y, Thi s situation represented & mimilar

mismatohing  of  espenditoare  and debt that  occuwred  with  Buyana’'s

External dabit,

4é. Large  suns of  cwrrent expenditure involved  local debt
repayment to o bthe banking  sysbem and  the public at  large. A
significant parcentage of public borrowings L0 any one vear want to

the repayment of previously conbracted debbs.,

47. The internal public debt had accunulated to an ambpunt of
(G#&. 1 billion by the snd  of 1986.  This represented an  incraase of

Gad A from 1977 At the end of 1984, a sum of GE3X.9 billion (&44% of

Sthe intecoal o debt)? was owsd to the banking system. OF this sum the

Bank of Buyana had loaned GF2.8 billion to the Central Governmant.
Mellaon 1933 remarked that  "a nation is npobt  in dangser  of financial

disaster because it mwmﬁ,igﬁalf' money " {as cited in Greenidge, 1985).
. I . .
Be that as it may, a Governmant s present deficits and indebtedness
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sad signals ﬁnd in fact econonic shocks to all  other sectors of the
BCONDMY « Governmant 's  spending and subassguent indsbtedness  has
ﬁawigu% implicationg {0 money  supply and the rate of  inflation in
particul ar. ﬁiﬁwQ suech unfaettersd ﬁﬁmndinq is  at  variance with
atltamnpts to correct the external economic imbalances which develoaped
from 19746 and with  adjustment progreaminss pruﬁmsed by  the IHF.
Further, in an‘atﬁeﬁpt Lo covear the filiscal deficits the Bank of Guyvana
has for yvears bémm-r&quiraﬁ ta Lend to Central Goverament far  in

exoess of its statuwbory limits.

Ao COFING WITH THE FUBLTE DERT

A£1 The puablic deblt  in Guyana has risen  to virtumily
unconterol labhle lEVElﬁur Thiez imtmfnal dabt - is as & result of large
budgetary deficits. -VTh@ external debt  can be attriboted in part to
declining production and  sxport earnings. 1o both cases however the
less than sabtistactory fiscal and financlial managensnt of the economy
are  largely responsible  for bthe dabb breap into  which Guyana has
Fallen. Aoccording to Reapse Hops ... dwvelmming amuntfi@ﬁ themnselvas
bear the fundamental responsibility for thedir  debt management. HMost
o f th@ m@aﬁur@ﬁ-tmrmvﬁid debt  difficulties lie with them, rather than
with the capltal -ﬁF@VidEFﬁ” (195 33 . In a very fundamental way
Guyana s dabt prdbl@m_iﬁ symphonatic of  efforts al  transforming an
uhnehizrdeve ] oped éamnmmy“ Importantly boo, if,i% suggestl ve m{.a rese

. Is

o the stebte to reassess the natuwre and degree of its intervention in

The economy. T
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4%, fBuyana’'s Floanos Minister; Carl GOrzenidge, has indicated
the government’'s coommitteent to repay  all external debts based on a
prioctisation of the debt categories as follows:-

.

1. Payments bo Multilateral Institutions &.¢. the IMF,
DB, CDE. ' '

¥

2o Honoweing of  existing deferasnt  arrangemnents wilh
»  wommercial banks.

e FPayments for Mational isations.
4. Repaying bilabteral debbs.,

P

. Liguidating comnercial arcears (Greenidge 1987).

L.

0, ﬁuyanaVVHAE bewn anabls  to sservice fully aeven dahtﬁ in
the first ﬁrimkity categmry;r Li1 faﬁt it im'mnly;tha IDE loans bhat
are presently  besing VﬁEFViCEdn S The country s prasaently seebing
bridging finance fordites debt to  the IMF. _It ism necassary bto first
colear  arrears to this inﬁtitutimﬁ i order  bto negobiate  a further

tanility.

ﬁﬁi. éparh {rwm priortisation of  the external debit there has
been soms apasure of debt reschaduling., A deferment payment agreemnsnt
with a consoertuim of 29 banhﬁl WA Eigﬁ@d- iﬁ 1982 in which the
principal owsd ﬁm_ these banks was gonverted into a longer t@rm laan.
At the saoe tim@- the agresd interest payment  was 2,5%%  above Libor

(Greenidgs 1987).

. Another strategy employved by the Government is éntering
I

into agresment with specific oreditors for th&'liquidiﬁatimn of  an

cutstanding debt. - In 1984 such ap agreement was reached with Alcan
‘ h , _
- !
for  the nationalisabtion debt. I this . regard there has Dbaen a



+

Cfdveevear extantion bo the original 20 yvear beca agreement.  Also the

Boverament bad  managed to pressrve  the original interest rate of a4

ard to link  the retivement of the debt to new conbtractaal deliveries

of baurite.

EE B third measre involved counterteade  arcangemeEnts.
Products have been exxposted from Guyvana in exchangs for some. doaporbed
items coupled wiith -an agreanent  to liguidate previously contracted
dabits. This Lype of arrangement  has mainly  beeon employed  for bhe
igpuddation  of muppliﬁrﬁricrmﬂitn A similar compensatory  trade
agrasment being pursuaesd ds bthe sshablishment of joint ventures. in
this arvangsment a local sxporbting entity is orovided with inputs from
a finance  and markebing entity in a ocounbey ko which. Buyana is
indebted. In turn  the local company producss and wports the agreed
commodi ties to bthe finance company wﬂich iy hurn pays the oreditors in
that country a sun egaivalant to the export procesds less the values of
the imputs. Locally, the exporting entity is paid by the Government
the @quivmlﬁntrm¥ the wxport. Suel an agreement along  with other
compensatory trade agreemants bave the dual purpose of liquidatimglﬁh@

country’'s debt and increasing exports.

. G4, While the countesrbrade/ joint venbuare strabtegy has been
anly applied o debt with Caricom countries Guyana has tried to apply
it to othsr orediior nations. It has bewen successtul in applying it
to Venezusla bul only in terms of recently contracted suppliers credit

r
(Greenidge 1997).
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58, Guyaria has also been negotiating to have the balances on
some  bilateral loans converted to grants.,  So o tar only  Canada bhas
assiated in  this regard. The obthes  bilabteral d@b£5 raemain largaly
wnpaid. There bhas besn some  obhar avendss paﬁticularly i bterms of
deplt-convereion thalt  are presently being considered but no concorste

agreaments have been reachesd.

GH.  The efforts €0 far taken by government to deal with its
massive axtarnal  dablt ars ﬂeitheﬁ sufficient nor  Fundamental  in
reducing the dabt burden. Effectively liguidating the external dabt
mysh hings on the country baing able bo vastly expand and improve its
eMport capabilities and earnings.  So far, efforts in this direction

ara@ dnadegquate and resuliing suocess minimal (Danns 1987 ).

7. Coping with the internal debt bas been  sonmswhat less
adifficult for  Lhe governmanik, This is primacily because thaere are
vary Liglted avenuss of dinvestoents for financial  entities in Buyvana

aind bhere is

erowssive  ligquidity in bthe Jinsoctial  svystem. The
governmant  borrows and  borrows agaio to Falfil its internal debt

obligaticans,

' S8, Reducing the internal public indebtedngss hinges in the
firet place an  the goveromsnt being able to  bransfore its  fiscal
deficits into ﬁurpluﬁ@%u The government has to a large extent failed
inritﬁ attempls to reduce ths Jfiscal deficits ~ and has revertaed to

rd
converting its  short term internal debt  in an attempt to reduce the

Churden of interest and amortization paymsnts.




. ".”" (‘_’) .

Y I 19784 the government mads provision  to have a new
issue of Fixed-date debentures in liew of interest payments  on
financial secuwrities previouwsly held. Another inttiative was to have
traasuwry-bill holders convert their S-months secuwrities Lo 2g—monthe
Lreasury bills on a voluntary basis. This restructuring  of  bhe
maturities of internal debi served to  reduce the debt charges in 1985
from its 1984 and 1984 levels. Howevar by 19ES the  dinternal debt

charges had risen by 4574 over the 1985 charpes,

&0, in 1987  again there Pas  bsen  the rescheduling of
irternal debt in favouwr of longsr-term secwrdibtiss.  There has been bthe
Pntroduction  of arre-yaar treasury-bill  al é rate of  13L.EY. The
goavernmsnt s Wlmday'trmﬁﬁuwy Bill no longer carries a fided interest
rage bt h%a a4 new ﬁmmp@titiVE“t&ndmring faaturs Lo . This allows
the government Lo sell its treasry bill at the rates best sulted to
them, HAlso in an effort to deliodt  dnvestosnt in short tern secwrity
and  encowrage investment  in longsretersm  government securities  the
gorvvaerpnent has placed & ceiling on the tbtotal  puarchase of treasury
idle by tinancial entities. This eeiling also serves the purpose of
redugiﬁg'thm dimoount rate,

él.  In addition the government has increased interest rates

A Sevear and 10-yvear  debentures but has  dnbroduced moratoria on

[

interaest payment of 3 and 9 vears respecltively on  these securities.

With these measuwrses  in place the government will be  able to postpone
I
for aoms time bthe bhurden of iotar

pgayments on its internal debl.
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157 wi tnees

acl @ govertment  annodncement of a

paliocy of RSN E T Eoonomio Ad jostment", Fundamenlbal o this

policy is ﬁn,mdmptiﬂn cf o seaningly more realistic approach  to the

A

public sector,  ibts espeadibtwee and dts dndebtedness. o somne wavs

this adivstosat may have started in 1984,

The first af bthe new adiustosnt ssasures was  alned at

minimising los

an bhe Cenbeal Goveroment e Fhrmansing. In 19848 the  goveroment
agraesd to close or sell  public antities which aperations wers proving

A liability to. the enbirs public sector.  Two public corporations -

and Savannalh Bio

The DOuvana Timbe

Limit

Factory -~ along with

o factories of  bthe . Guyana Sugae Corporabion  weres subsaauantly

closed.,  Obher  policy esasurses  included the consbant ceview of the
Cearparations’ pricing policy and the rationalisation of e paEndl ture. in

tlve bedgy - pubilic entitiss, - This ratiornal isabtion includes T

sliminaling of - some soclal and  obhee cosbs. The Cantral Hmvéﬁﬁmént

itmeld propo

Foar the  bens

avtperdd bureswi hehdng bechod g

produactive agancises and bthe raviewing of

aEf i - and other o

Tl

davalued by 18774 Gn local

G, T 1S The Guyarna dollar was

Cdeliar heros) bo o s new paribty of GELO = ElL.,  The pricing objachtive

o this  devaluation was nob to bensfit bthe economy by  dmproving tha

af the counbery’'s ssporbts and reducing  the demand For

;umpﬂtitiv@nm
iMﬁmrtﬁ-but rath@r_it wéﬁ aimed at imprﬂvinﬁ the financial hmalth of é
majmr- mnpqﬁting wuhlic' mmrﬁmfaﬁimn - the Guyaﬁa Su?ar Gmrpmrﬂtiwﬁ“
Thiﬁ corporati on h%ﬁ in rmgent' venrs  beepn recelving  eoulty

]

coabeiligtions fron the Cantral Governmanb.  In the

o bation of b



R

o

1987 Budgel Speect the Miclster of  Fipancs oobed bthat an the basis of
the  GFE4050 = LEEL rate  the Suyans Sugar Industey did not make a

prod it

A8, The above oeaslres are expected to reduce the budgetary
darfiodit im 1987 o almost one frald  wf  the 19284 deficit. 2
continuation of the adjustosnt oeasores is froped to help  reduce the
governmnent s intomrnal dndebtednsss. The  adushration of thoese dé%imit
reducing measures e sone indication " of a rebuwrn to prudent fipancial

amd Fiscal managament.

5. GUYANA 'S DEET BURDEN ~ & THIRD WORLD DILEMMA

bé, Huyana's debt  burden must e seen in a broader contest
as an @conomic  problem of Third Wopld countries  in geoeral. Measy .
nations are immnediately Faced with & nunber  of Developmental Debt
Imperatives {(DOis). The record  of sconomies managed by coloniatl
govarnments in this region indicates that the pubiiﬁ debt was always a
veairy  small propoetion af GO, Further, the Oentral  Government s
cirrent Vémpﬁndituwﬁ Pardly,; i ever exceeded cwerent  revenus.  The
Deveimpment of colonies was nelther & serious  concern of  colonial
governments  por colonial ealing classes.  The governments of  new
underdevel oped  pations are Lapendi ately - faced with  devalaopment

imperatives the furtherance | of which reguire incurering  substantial

. L
debt. A examination  of @ the composition of Buyvana’'s Fublic  debt

gsuggests that Guvana's LODIs  dnclads borecowiog to  Finance  the
£

development of infrastructure;  education  and  training, health  and



sosioal walfara, communication, aoricul bture and o obher mﬁdnmmim

achivilties,

&7 Dav&lmping ot b e ﬁmn%&mntmd- wiﬁhrrtha Ctask of
Jrear e i g mxtﬁrﬁally_tm Finarice DDIs arae often s ki ained ko acdwg£
credit on less th%n Favourable terms. Hﬂurnér CLFB7) points  to the
cﬁnﬂtwﬁintﬁ famed by "0 mmal country  in the wﬁrid ot rhﬁg Firanoa’.
'Immﬁdiataiy_thﬁﬁ-ﬁMall ﬁﬁuﬁtriE% Like 'Buyahé incur e debt buarden that

it hgag 'theiF'pFﬂﬁﬁ@CtE fopr Futuerse devel opment.

&bl In the case of. Guyana the nationalisation of the asssbe

of  multinationals which controlled the economy  did not yvield bthes

Tanticipaksd asults  of  greater econcmic  wiability. Instead, the
policy of nationalisation backfired onder presswee bo procurs markets

“andgd ko obbtain meintenance funds  For nationalissd ecbities among obher

factors.,  The governmsnt in addition  was saddled with having to FEpay

mul binationals For thesiv s A oa conseguancs bthe debt prof ite of

the country was fw-bhar sagravaled,

&%, Prudent  fiscal and financial managemnsnt  of the affairs

pet

af new  oabions are  rarsly sochieved, i Emanagamnent is  invariably a

feabure of new governmanbs with sven Lthe best  of iotentions.  Buyans

h

Chan experiscnced bthe failure of prodects L ke the Glass Factory and bhe
Mahdia road prodect for which  esternal debbts were incueresd.  Foerbher,

there are  instances where  inadeguabte funding for projects commesnosed

“hawe rosul e A dnordinate and  costly delave in complebion or elae

abandonmant. Guyans was also facsd with the unforbtunabte expsriencs of

having  its bigasr  and esore  powssful neightiowr  VYenezuela disoooprags




Cea: LV

axternal investment  and loans for  its Lipper Mazaruni  Hydro BElectric
Frojact a%ﬁmr considerable sums werse iovesbed for feasibility studies
and uthmr'purpmﬁwﬁ. Buch cansation coupled with an  dinability of the
@oonony o generate adeqguate lLevels of proguction are 5ure_rmmipmm o

a strangling debl burden.

Fia, From a reglonal standpoint  Guyana's debt  problesm has
sariaously threatensd btha viability of khe regianal economic movemnant,
and, souwred relations  with sister Caricom countries. Trinidad feam
which Guyana obbained its supplies of fuel has ceased to export ils
Ffuel to Guyana because of & large outshanding debtn\ Further Guyara's
large'-indwbt@dNEEﬁ o the Cardicon Multilaetsral @ Clearing Facility
CEMEF) ana it inéhility to servies this daebt has halted the
oprations  of this facility. Thae functional tolerance of the

Caribbean  Development Hank bas  been stretoched to dits  limits to

acconmnodates Guymna'ﬁ- indebtednes The  debt problem of  Guvana than
has serious loplications for its Caricom neighbouwrs  and its solution
must involve their  tolsrant support io bhe interest of  the fubwsa of
viability of Caricom. In the final analysis however, Gﬁyana*ﬁ cebt

burden remains a4 proalem the soluation to owhich must be worked oot in

the economy §Lself.

1w Erg of  I9BS rate  of USEl=G
evchange rate ie USEL=GF10,

wesed . The cuwrrent  official

'
f

i
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