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ECIAL REFEREMCE TO GHYAMA

RUAL DEST MANAGEFENT. WIVH SPE

Since the early 1980!'s the axternal deit of developinc coun-
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"tries has shown a sharply ris

.. e v R T . - .
 of 1958 the total external debt of 4B
to 46 'i11 Lon at xha ‘end of 1959, and

T

vrend. From 20 Billion a

the and

o ol

developing. countries-fad rissn

»

an annual debt servicing payments

rose by sbout 9 per cent,per annuit over the same period. After 1973

£

th

n

-

guntries, bocame ssricusly compli

‘l-J-.

T

‘problem of bélanca'ofrpaymehts management in a numher cf.deUelcp-

o

ted by the pr cted dELBITOPm

ation in the terms of trade of hon—oil daveloping cauntrias as a group,

.

and the effect on exporis of the dauelop ng uorlL of the severe

p

recessions and slow rscbveries in the

industrial countrieso "Another

“?'cunbrxrunnrv facdtor was the incidence of expansibnary domestic policies

in sone of thé nonwoil produc‘ﬂn L.D.C*'s. This led to ‘svén heavier

*Toreign Dorrowing on’ the part o

o
]

0

deueldping countries, a consideérable

p?ﬂpnr ibniof'whibh"f21ﬁ'ini19?3, 2432 in 19274 and 28% in-1075) was on

noﬁ;monbeésibnai'ﬁsrméa' The nat external borrowing of non~oil deovelop-

ﬂg countriss rosa from approximakely

-avarage d]-U5$25'_u1110n p ef annui guring 1974-76. -

=

théir exuernaT debt fram 414? billicn

615 of Hhich'uas'frnm ﬁriuata banks.

thersiore, became a major problem Tar

5 opployment and income ohjectives.

18510 billion in- 1973 Lo’ an

R LR

These counﬁfias accdrdino to World Bank estimates increased

in 1974 to %315 billion im 1978,
Servieing of the excernal'daht

many countries. For some the-

% tpesnliing reduction in capital inflews,; had a detrimental impact on
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FMoreover, the uncertein prospects for significant reductions

> » -

n their current account deficits, and financing requranenss madea

(=8

their sxie al debt a matta; ov cnncein for débtnrs ant croditors
aliksa anq sven internatioﬁa; égenciese The major increases in nrices
_of'petfnléuﬁ-praducts in 1@79, haé lad Economists'tu plaim that the
Internaﬁiﬁnql Econuﬁ?ris gaing inta-a periad-af.sloweprg;awth and
receésioﬁ ih 1980—81.7 Lonsemﬁenuly, L.D. C's will face a-rising

panBnuS oap (e pectad to bse uell over fuﬂ Dll1lnn U.5. in 1980, for

n0n~011 L D B‘s); ana will hque to seek more exuernal crad1u gn more
dif?icult repayment-terms. ﬁany countries will alsn face ightsr

leTLy cnnSLralnts as LhE“ ahLBmpu to contain 1nf13c10n9 sustaln or

ach1eue QPDUbh u1th balanca 0: paymants cunstraintsa

;;nyana iﬁirecent &ea:s ﬁas been plagqea:mith balance of pay—
__mgqﬁsrgqu}pmsoi The.inprsasa in prices of cunmodlny exparts - -
7partipular19 §uga;_during 1974 and 1975, ghélterad Guyana from. the
_fullfiwpacﬁ_of the prisislfapad hy ﬁany nonnoilfﬁaualnping;caun%rias
frpp ﬁ9?§ onuardsq‘rln fact_pypr these years, the terms of trade
‘aoued,in_favoﬁr uf_Guyaneae BXPoTris. ,Productiﬂn.leuels,uepﬂ also
relatiﬁély inigh and the country was ab 10 to 1ncrsase its reserues.
Since 1976 homéqer? a combination of adverse internal and external

W

conditions has_rasultﬂd in economic s%agnatinn uith all the assnciated

v
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prablems. Raaouery 15 pra vinc to oe pai. Tul and d?ff culu process
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varpy dependenu an fnrai
The I.M.F. noting the. experience of several memher couniries,
emphasizes the need for debt management-especially -thes management of

the external public debt, and encourages memher tountries to implement
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~ policiss tp.preuent the Sergunce of debt servieing difficulties. In

addition, cei ings afn ex uernal_hurruming_haue_baen impeosed whare coun-

sent balance of payments problems borrow from the
IQH, -+ In the higher credit tranches.

finainst this backeround, this paper looks at debt managsment
policies, their usefulness and some of their limitations. In view

af Guyana's mnuas”tdmardselcentrally planned,Ecanomyg'debtrmanagement

wi i 1in LhB sovla]i noﬂel of - ncwal Dlannlng and gontrol is-

_mr1efly ax an1neu,_ Finally9 iﬁ_fucusea on tha;actiuns of the Guyanese

aut ivigs in recent,yeara with, relaulon to ex ;ernalrdabt_manégementu
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=

S

therefore be of eardin

"part of anuraT p1ann .ng. Central planning involves ‘the sgetting o

SPELTS. OF _f:mi‘-lm_ar:n{:u T

The national debt is of areat’ -economic 319 igance %o Buery
countey. Jor loss deualuped_cuuntries, depsndent on tradefand'qusign

loans fnr_daﬁalcpment,'ths—sktarnalrpuLlic debt, is of even greater

iani d
a

nificances Foveig n liahilities have implications for monstary and

-fispal;policy, andnalSD the'Salanse of Péymantsu Its management should

al nporuan 2. ﬂnonn other economic measurses to

_rauert.unﬁesifable rapercussions on the widar finaneial structure. of

Lo

the econony, and the:Balance of Paymenis, and to facilitate growth and

_deualopnenu at tﬁe bBSb terms pnsqlula.

‘Morsover; tie control .of the ex nernaT publvc deit is an- integral
P
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ats: or Lobjacti with . et to“growth and the Balance of Payments,

'fambng“oﬁhers.'.Giuenfthe'prndumﬁiue and absorbitive capaciby of .thé



eauonomy, there is’a car tain level of demand, particularly investment

ainment of these ohjec-

&

daemand bhat is broadly consistont with the ati
‘tives. For this Tevel to be achisevaed, the total ihﬂnCl 1 flows must

be compatible with the desired level of A.F.D, ' Hence the nead for

There are -three aspaects of management, the control of ths

f.'n‘

“quantity of inflmms'or'tu dl indebﬁeﬁnassg thé'téfmé;'éﬁd the

;ity dnd terms are controlled to ansure that debt
-5smrﬁicing-difiicUl%ias'aré avaided, and tﬁéﬁ'tharé is imternal and
external s‘aﬁilit‘ui'1$ loahs ato o ficientlf'ahd'prodﬁctiveiyﬁl tilised,
then the alusiuergrowth ok jectiv ve will be satisfied,'and the country’s
debt servicing caﬁacity will be inoroeased Uuartiméa S R

L)

Quantity- gontrol is alsoc necessary for-ithe atiainment of a

hipar bleular growth path,. or for adjustment of the :Balance of. Paymantis

over.a period. of time,'-Cunnrol1ed inflouws. arae uqsd to malke the "adjuste~

ment procass laesg-stringent then it would have to be otherwise and ta

Lo

. aid recavery. I should be ensursd that Toreign inflows supplemant

rather than replace iaca; savinas to preveﬁt.the’aquiualent_in
resuu;cas_fram Eaing channalled into undesirable consumption expendi-
turs, perhaps leading to inflation or as is more likely'in'L.D;t's,
added pressure on the Balance of-Payments. "If debt servicing -difficul-

tles are avoided, inflows are sustained at. favourable tsrms.

.»-In negotia

ting .new.loans, care should be. ua an %to.get the -
lovest dipterast rate possible. CLommercial horrowing should: therefore

ba kept to the minimum possible.. Future repayment .obligations should

alse be svenly spread cver time.
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duct iuity and export potential, rojec

e

e

'560uh%ri39‘end“theif*bxtarnal?dabt‘ji?

2

Ffficient use of foreign funds contributes to increased pro-

t'n"

o be financad by forasign

- borrowing, in, factg, all projacts shnuld be asgsessad and economic

-4
3

s

Toasibility establishsda In eountriss where the private sector is

an_impu:tant borrower of foreign funds, rational investment decisions

'snould he enuouragad to ensure that the vield on projects financed by

Forei 0 borruming, 8 anmaﬂ quua with theicost'af,financingn_ The

:

‘rate, exuhangé_rateranﬁ,pribihg policies, should hé realistic

m'k
o

[ R AN Cerily -
1

n. ordsr to oreate tho environmaent Uoniléiua L0 fatiunal inUestment

ntere

policies sven in the public sector,  Thera shou1d he caraful SGPULlHy

of public sector investment, priorities, and the bricing'and tariff

i

policies of public enterprises to ensure that the return to rescurces

channelled to this sector is at least adequate. These policies can

“help %o imprave overall resource allocation and consequently increase

- 2

the effectiveness of the use of foreign resources. . Borrowing to

_support consumption should be avoided, wherever possible, since it
has a negative impact on the'cqunﬁry’s dehi ééruiéing capacitye - .

- Ideally, bp;nnming,uaom abroar should. suppori:ihuastment-pragrammes_

that'areréoyndlyﬂédpqﬁiyed,;Bfficiénhly.managed,.and_appnppriaﬁaly;

<1 Financed. .

. FEEHANISHS. OF, CONTROL

IoM.F.: RECOMMENDATIONS :

o

Sl - Tiie Interhational Monetary  Fuhd in jts ‘concern for member

b

iculties, recommends management

po blic ies to avdld these probless, and 4o spesd up the recovery process



S0 many developing countries. Ceilings were also int oduced on

nternal borrowing for countrises that bhorrow from ths T.H.F., in

tho higher credit tranches, and in the sontext of periodic consul-
tatiuns,there is a careful examination of sexternal debt management
i ’ e

i BS.

-D .
-—J

5The fund.emphasizas %he nead for sane machanism of suruaillance
anc centralwsed cnntrnl u? pumnuc sactar uurrnu1na From abroadr and
alsb the priuata sector whers necessary and pussiblao This authority

should approuerpf bcrrcwing and set limits, ansuringlthat nhly

:priorlzu prDJBCLS and uhnse crau are f1nanclally sound are flnancen.

Tharqperations-o?*ﬁhs public seccor nula be monltarad in tne 1ntar95L

by

=iy

e

of Tinanc

Tl

al discipline and all pxtarnal deb% ransactlona should be

1

recorded to facilitate proper control and-monitaringg 5uch recurds

would help in the prevenition of bunching of repayments.

MANAGERENT. I8 _SOCIALIST COUNTRIES

UndDP'JDCldlle Economic pianning, the total -foreign horrowing

indead the tﬁtal Ualuma-uf.uredlt ‘as well’ aéithe7a11 ation of such
cradit, is centrally determined by creodit plans. ‘The funetion of all

credit is -te accommodate production and other tarpgets set by the

planning authority., A target ie therefore eet'nanﬁragin-infloué'bf

credit, and the responsibility of the S5tate bani 4 its attainment-
and allocation. - A number of Sacialisﬁ~banks have established represen-
- tative officers. or hrapches in the leading wegtern financial. centres

'and other convenient lo cations, Aduige .on foreign borrouwing. is given



for loans. ‘3scauss of their

managemnant.

7

by these banks, and in cases. they. arrange and complete the negotiations

on, they are likely to gain & pro-

H

ocat

=

fuund“kndmledge offfinéhcialrconditions and market uper"*lons, putting

them ok an auu nuqoe in nann tiations for loans. They are therefore

n a posiy lon'torgaih'aGQQuate financing, at the best available tbrms.

fael]

shduld bé noted thai the socialist countriss have & sound record

of meeting all foreign eobligations, probably bacause of proper

V_The,Pbate bank axamings the purnosa for hﬂlch credit is

‘sought to estab Sh tnar pﬂnpnsa1s aro cuns18u9nt with Lna Dueral1

_plan. nELDP1u1BB uould haue Been est anllahad -n_:epl sector planning.

and prnjectSjthoroughly aualuateda toreover, through tha Danb'

finan cia 1 Lﬂnhr01 of Lhe euonony, it tries to ensure thait all loans

ecnn0n1bﬂll utilised, It supervises the
i.p1emenbaLlon of tue plan to secure compliance with the credit

R

."égraémant'éné'tn keap corruptiuh'and inefficiency'to a minimum.
'Sanctiﬁhs aré imposed against entities tha do not- comply with the

p lan and crad1t ragLTah_onsa_ Funds for incentives may he withheld,

crediﬁs'may ba'shépended or penalty interest rates may be imposed.

' In some cases even wages can e roduced. Because the banks in the

Socialist countriaes are virtually the only .suppliers of finance,

thiey are in a strong pasition to control entities.

 L1mITATIuﬂs'

Tnave are houeuer9 ‘sone 11 itations to. the effectivensess of

palicies and_insﬁitutinnal arrangements for managing the external
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. public debt. Active managemant of the external public debt in L.D.C's

- for t1a Most pqﬁug only takes place in eountries that run into Balance

. of Paym anus,prpblems, Under normal nlrcumstancesg_ths TOSOUTGCES
necossary for this exerecise are githsr not available or cannot be.

afforded, since the opportunity cost is too high. fanagement aof the

. o

debt is however one of ‘the terms of agreement with the I.M.F, for

~Balanco ot Pavmant supnurte An aujUstmnnu progranmag sets about

cutsing demand ﬂnd anGBUTﬂging prnductlon and BApU“bS mh1le Lry1ng

to Finance a deficit wvhich i a pvogress1ualy reduced or kepL as low
-as possible. nuuempus are Lharueore wade to uoﬂtrUT uhB inflows of

foreion loans. Buﬁ,ths int ernal Lunmlt1ons of produculnn may e
atverse, or the terma of urade may move nrogr9931ualy agalnsu tna

country. This 133&5 to auan haau1er borvau1ng than Larganad with
-'_,i; S 7. . ) i - ) - . - -
futurs alanua af Pﬂvnenbs 1mp inns. The control af inflows is

F)

CUHBBtunLlV not NlEhDUL prc lem%.

< - - I

It seems to be t@a case that the countries,that mosy need to
Pnnurnl LhB ex{.erna1 pub_“c dEbu are the least capabls 01 doing so.

Th

G
9]
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e
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that are weakasﬁ economically and find themsslves con-

fronted with Balance of paymeqﬁs ditficulties are ina weak negotiating

) regar ds Lo the ue"ms 01f“xed,78ince in some cases it is

—

posibtion wit

difficult to get ennugh loans_to neet the projected deficit. To con--

trold Aggregate Demand, is not an easy task, If demand is not controllad,

ed

-

then atiempts to manage the external public debt would meet Limi
SUCCBES .,

Thore ars 1i ilts to the effooct jUBnBSo UF the measurgs to control

the external debt even in Socialist countries.  In fact, there are limits



to-the effectivensss of financial plasnning. The efficiancy of

' mnhouary meas:i'res. résts criticallyv en the asccuracy of planning of

real flows.,  Houever, r34n11nn ig Tull of izperiections; among them
'1np&$?ech'ihfbrmatien and gan beings, and the murld is not a sta
,plqcao' Thera'afe weather changoes amung other Li s'that make the

1 ey [y

job of planning a difficult onse.

ftany developing countries do not have the skills nacessary

.

e o

e

for proper project appraisal and. the monitoring of the entit
ensure ecnnnmimal-ﬂsé_nﬁnrasaurces.and_for proper wanaging of the .
xternal nublic -dent, Houeu . Gaspite the limits to the effective-

‘ness of mana geuent, thare:is still a nesd for, and gains to ha

realised F;nm its:managemant.

“THE. GUYANESE E:CD%QUH*{;N THE_1970's

i to 1975, Guyana paid little or no attention to the growkh
=2 ,‘V.'.'e. N ,_1. “o_- -:,' S . . 7 T - ) .y : . , .
oy e exuennal uab or to its managenmont, pecause 1t was ralaELuely
" - ° o - - - - -

swall, and nufdiﬁficulﬁias were experienced inm nhe ssru1c1ng nf the
debt. -Bub FromV1975 things changed sameunaLg ‘as tha Econaomy enuered_

a phase of recmsalon, u1nﬁ Fal"lnﬂ prcducn nn, aduarSB external cone

ditions for the“éa;e of exporis and the consaquanteincrease in the

oreign

) oo
i

orowsil rate of

B

iabili ties. _frun 197 Lhe EoUernment also_
- atuelerated its nationalisab on prunramna uak1na over the assets of
three companies in'19?5;'namely,jDamerara Sugar-Tarminala,.Sprdstons

Guvana L1n1taf and Reynolda uuvana Limited, .In 1976 three other

The external. denu of Guyana comprises E""eLna1 llanl1ltla contracted

ky the Ce1ural Fuuernmsnu, and those of Public Corporations, whieh are
gtarmnuceu by the Central Government The axternal debt is therefore

Lwe axternal puhle debt, :
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uumpanies ioined tha,list of Bublic acquis] tlnns, the Booker group,

Wost Indian Ull Lompany Limitod and :UIUB“ Palnts Limitad, This

HduCU 3i can1“'ntlv to the orowth of thﬂ B"*arnal UD1lB
= . H o

2
fuusd
5]
a
G .
O
5
1"J
j—:

+

] Tabla 1), :rum 1“76 tharafore§ proiblemss assorlauan
uith the external pqn1bc deht seanad Lo na 1mm1nann.
i,
TASBLE A
(GROYTH OF THE EXTERMAL PUBLIC DEBT- .
N
oo 8 ; ST T T T T T T T o ST i ke s R Tt Ty T T T T T

, , Debt. without
YEAR - External : @ .« .. Nationaliza-~. © - 9
Dabt " Growth tion Laans Grumuh

1965 96,9 _ : g
1966 99.8 B R
1967. . 198.5 a 1o

oW

1uBE . o 113.8 L B .- 13,9 -

1969 ~ 0 129.8 - 14 . 129.8 14
o otova . d46.8 0 . 013 . o - 14648 . 13
1971  296.,8 102 : "189.1 29
SA972 L 332,80 . -2 .- a0 215,04 . 14
1273 7 378.2 14 _ 259,6 21
1= Vs I B CLet . 328,90 26
1875 ' 675.8 53 , 499,5 . 53
1976 . .8B1.9 ., - B . 6584 PR
1877 . 97048 10 7583.6 16
18 78 . .108a.a B B R .. - BBG.O - -, - 17
19 o 1155,5 6 953.8 8

SOURCE:  B.0.G's Annual Reporis
I o:"“]ono . an E:DDD pllblicatioﬂs _- or Lo
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The yéafs_19?4 anﬁ'19f5 were good years fqﬁ“pfpduatiqn and
agﬁﬁrt:pfipagé- Tﬁe Lorms nf'traﬂa'imp?uuad oyer these years by
abﬁﬂf-tma;fifths @ya:jﬁhé leuei of 1Q7S§VlegQing to an increase in

'tha;;aiua_b? ?qu?térqf 1745 over the 1973 lavel and 41% over the
r;uaiua ﬁf-GXpofts in 1974 bﬁ the and of 1975'(599'Table II1).
DUPGBLTG;BKpah:iDn was- fnmraiu © Doaulng and Tmpurts uara on tha
7'1ncyaase as pub lﬁ 1ﬁussnmanu Qﬂs usad LG gTUb uhe Economu an
impatusrfﬁrrgiomc  ' 1h9 Sbﬁ increase in the axternal_gabt in 1975
“"f(Tablé 1} aisd 6ﬁnﬁrihuted ta tﬁiértreﬁd; éssiéfihg-public inuest—
ment %o gfou by approﬂlmatalﬂ 75% in fﬁfs; -In%afﬁationalrfésaruas
of the DaﬂanD svstam rose bv UU m;lu ion rrcn becenher 10f4 nur
Deconfisr 19 e75 ,Iun G‘184.a ntllaun and by G 70 mllllun durlng 1974,
bacause oT uhsrgnnd BXpnru papfnrmances and tha Fact than Sau1ngs
[axpanded'fasﬁeritﬁan bank credit dufing'thESQ'yaérsgzlﬂy'the end of

1275 Guyana seemed set on a grouth path, with its 1nprass1ue invest-

mont programme, large resarves and high ‘Tevels of production.

I—l
l—-l

TABLE.

"EEQEENHLNEQBLEE,DEﬁJ COMPARED WITH. G D Pe

._=.§ ["} in LI :

CMERR I R T T
1965, . .B6.9 . . 325,00 - . .29.8 .
1966 - 89.8 - : 341,9 . - 29.2
1967 Ap8.5 - - 374,71 . - L L. 29,0
1960 - . 113,90 405,2 - © 28,1

1269 - . 129.8 L ABRL0 ;29,6
1970 © T 146.8 - 0 467.0 31.4
1971 S 296.8. . . . 495.2 o E9.9
vz 332.8 - 529, 3 56.1
1973 : - 378,20 . B76.4 - . . i 65,6
1974 ¢ 440,83 o - 865.0 51.0
1975 - 6758 .. 2JA096ad L e e BaB
1276 , 5681.9 - 1024,.5 B : TP
1977 . a0 9708 0 “011.5 . - 26,0
1978 -~ 1086.0 - - 1126.0 . 08,4
1979 ~ 1155.8 " 11708 o 8.6

. SUURCE:'Z_ B.0.G's Annual Report
' 1.M.F. H.E,D, Publications -
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UnFfortunately bad weather in 1975 was the main reason for a fall

in production while domestic expanditiire continued to increase.

There was also a sharp 44% Tall in %he unit values of sugar coupled

M

54

Luith inérasses in prices of pBLPDTEUm araducus 1z ading to a
S A o ’ ’ ) co . "
shift in the terms aof trade agalnst Guvanese axports. Consaquently

rt-racpipbs fel] from the record 65914 million in 1975 by 17%

o

axn

ta G5764 Lilliuh'ior the period January tn beuehber 1ﬂ7u.

#ith the good economic record of 1974 and 1975 and the build
ing up of rééerues gvar thﬂsaryearss the Government decided that
the time was rlpe ?nr an accaleration of the nationaliza ion pro-
gramnes anda fnr increased 1nua tment in uha pUDllc saccmr to be

. . R - . o 2
financed by the running down of ressrvoes dur1ng_1575,

Investment was increased by 40% and consumption hy 20%:
_supporisd by a 40% increase in Public Expasnditure.  These Tactors
with the fall in export roceipis resulied in.a deficit on the
current account of the Balance of Payments of GH335 million. [Nab
capltal intlows also daclined by about a Pifth, le ding to a sub-
atantial fall in international reservas of GH239.5 million.

Things did not imhroue_in 18977 In .act Lﬁe aconomy. ‘slipped

further into depression with a decline in real production, due
mainly to industrial disputes. Incraaslng‘pil prices and the fall-

ing prica*o?'sugar conspired to ensure that the terms of trade

!
hardl hanqed from the unwauuurable shilft against Guyana in 1976.
Expnrt eérnings therefore Tell by GE52 million, or a further 79

. L . . B |

2 Budoet 1976 Co-operative Republic of Guyana, pp. 21.

I
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net international reserves of GH51 million,

13..

M6 levael.  The siiuation required sharp cuts in expan—

Tfrom the 1

T

diture on inports nnd paynants.'ZACtiuitg in all ssctors of tha
geonomny was reduch. ﬁut_dnmasuin expanditure was nob reduced by

the amount necessitated by the raduction in'the-prqductionflauels,

o

of the sconony. An-external cap of G5247 million was financ ed by
B - : i

3

the vuxther running down of resBrves of -Hhe banﬁlnn~susne by

{552 million, and By net inflows of about GSBB million.

Further cuts in domestic expanditﬁrg were required in 1978,
as the performance of the economy.only lnprouau sllghtlv over that
of 1977, .Production levels improved only marginally.nuer 1977 bui

'y

‘bocaluse of a recovery in the stigar industry, exports expanded by

f_apprcximately'14%,5;|his was J‘fie'main reasan for a 13% increasas -

Cin the value of sxports. ‘- Reductions in i mporus b}'1 largély due

to = rfall in. investment, led to a rEGHBLLOh,lﬁ the rurrent account

‘deficit of G3189 EiT ion to hv57 million. From a current account
gap of B335 million in 1976, the country was down o one of GHB2

~.wmillion in 1978 while there was-an-improvement in the position of"

“Total output in the Guyanesa aconumy was. agaln q1sapp01nu1ng
in 1979, and fell slightly below thse Teuel af Lhe previous ysar.

Current Incomes and aggregate dsmand woare contrnllad, rising oAly

by 5% and 17% respectively. - The increase in public expenditure

el

was about 133 and private expsnditure increased by some'??%.

Deepite a 1?% contraction in the volume of 1mports ouhar than- 011,

the total Ua1ua of 1nports lncreaved bv .some 14 tn "'972 mllllonv
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DEST._SER

VIGE RATIO

GE}HH . o R L e et
T L w2 L 3 1 as %
YEAR  Debt Chargas Graowbh Exports 1 as % of 2 G.N.P. of 3
1965 5,0 206 4 297.7 3
1966 10.7 .10 - 220 -5 308.2 - 4
14867 16,3 52 244 7 341, 7 5
1960 T - D . 266 6 - 375,00 4
1969 9.4 -7 205 3 306.2 2
1970 12,4 32 304 . . 424.,9 3
1971 W w3210 333 3 459,2 2
1972 16,4 95 544 5 507.3 . 3
1973 20,1 - 23 © 333 il 549, 4. 4
1974 © 32,3 61 630 . . 5 . 827.0 4
1975 TAn . 264 914 A S 086,44
1976 ®4,8 137 760 12 964.,5 . 10
1877 996 T B 706 14 945,011
1878 193, 8 95 . 798 24 . 1073.0 . 18
1979 27149 40 782" 35 7 1095.0 25
SONRCE:  B.0.G's Annual Raports
ItHlF{ HiEle puhlicaﬁiuns )
_ o Tﬂb'E;mii
Gtin . e
-YEAH. o Traﬂe Daficit NEL Resaruas h Fo*81qn Dah*
497 - 14 -2 296.8
1972 - 23 =20 332.8
4973 ~123° 4 43 ' 378.2
174 S~ 10 - 70 a%0 .8
1978 - 26 ~ 50 . 675.8
1976 ~335 +237 BB1.9
1977 L242 + 56 970.8
1878 -, e 52 - 51 108640
1978, =180 +123 -1153.8

" Decrease (+)

or

‘Increase (=)
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There was a'14% fall in the volume of exports leading to a slight
L4 decreasarin'ualua balow thhe 1978 1BUBl; Ths,déficit in the
Balance of Trade therefore was at G{190 million over three times
Vhighar thaﬁathat p?-tﬁe pfauiaus vpar, feflacting in part a 15%
_deﬁéripration in the ta:msru? trade. In addition net capital
‘inflows fell by almost G534 million from 1978 and only contributed

slightly over a *blrd nr uhB ranu1ransnt of EHB currant acuount 0ap.

The rovement in- tne nat lnteLnat1ona1 reserues was cunsecuneLTy a

.‘-'-

deteriorat 5un nf G‘125 mlTlvon f;nm an 1mprouemant of G&51 nllllnn
: ’ - T

in 1978,
. The maiﬁ ﬁr;ﬁdsEin auyaﬁa-s ecana;iq?deterioration.hat@ééh
1976 a&d 19?9 were tnerEaura uha prac1p %aua dec]lns in uha prlcs
of sugar on the uarldlnarkau, aduersa meather cnndltlans and bad
industrla ra atlana;‘resu1t1ng in the falT in ualue of exparts of
alwost aite Fourth fron 1975 to 1977‘: Sinca then there has Dbesn no
'Slgnlrlcant=rgcqu£y.r The tgrms of trada muued agalnst Guvana as
the p?ice n? patruiéﬁm PrUdUCLB inecreas ed sunstantlally.r Damastlc
Apendltha and tha 1euel of 1mparts remalnad h gh uhlle-ths lsvel
Df'saVlﬂg uas re;atluely low, Ileading ta axternal borrowing to
suppbrt ﬂggrsgaterngmand. The deficit on the currant account of
Eharﬂalancé ofrPaymantsrtherefure rosg From 3%_0? G.N.P.- (GﬂZS
million) in 1975 to 36% (65349 million) in 1976 and was 275% of G.N.P.
(G$252 mi;liun)-in 1977, This deficit was reducsd:wiﬁh relativaly
fguouraﬁlé ci:&umsténces antdl tight budostary management in 1978 to
Bi67 milliqn'ﬁr 6% 0f G.N.P, but was back to a high G$189 million,

17%% of G.M.P. in 1979. Such deficits wers financed by the running
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V—ddwﬁ_uﬁ;raserﬁesfandjhy heavy fnreign:bpnfcwing, increasingly on
'fcummdréial termns, miﬁh.shnrtfméturitiss. 3Thp(dabt service ratio
 was therefore on ﬂhe_incréasé (Ses TabléfiII);;; Frnm'4§-a?.athrts
_riﬁ:1975,'deﬁt pﬁérges had risen to 12% in 1976 and was 35% by 1979,
Batméen'19?5 and ﬁ??g thers was an increass uf-SBD% in these charges.
Inflows (Tdbie IV) wers very high, almost squating outstanding debt
with GiD.P., over the years 1976-1979. (See Table IT).
—Thérafﬁég-ébﬁidusiyxcéusar%dr CONCOrh. iIfrtHé trend continued
'Qnéonfrniieﬁ, ghéﬁzin the neér'?ﬂturarﬁuyéna ﬁduld'ékpériencé aven -
,gfeatéf finénéiél'difficultias. . t was alfeady héginning'tb5ba a
' ﬁfdhiéﬁ ﬁb-gat ﬁéﬁésséf? inflows of fﬁréién inans'tb ﬁaef-sgpected
deficits in,%hérBéiénée of Payments.

.'fhe situvation nécassitatéd rédugtisﬁs ;n dumaéﬁic égpanditure
partiqularly an imports'éﬁd soms coﬁtrnl éf the e%tafnal public debt.
' beménd manégeménﬁ'pblicies'mafé”intfddﬁﬁgd”aléng with imporﬁ restric—
Itidﬁé'ihrig77 ih'nrdér to aid the récnﬁaré-af %héhecénomy-éhd:tn
iMﬁruue_tHé Héiaﬁcéﬁbfrpaﬁmeﬁtéa-aﬂfteﬁﬁfsjﬁéfefméaéﬁtn buf pUblip
sééfbrrbxﬁanﬂiturajahd incﬁaaéé.sdrpluseé ih;pubiic aﬁteépfféés,
‘Ehabéfére ihcrééaihgrsanngsf  RE§tric£iuﬁ§'d%“imﬁnrts;-Earé
”nacéséafi bacgnééruf ﬁhe-ﬁigﬁt Balance of Payéénﬁé'dohéfféint'énd
ﬁ wefa aimaéhsﬁo?;édtting'ppiﬁaﬁe'éaﬁtdrréxﬁéﬁdifﬁreiahlimpd?ts. A
:Eﬂucad_da?icit-pﬁ the current accuunt of ths Balénca nflpgémahts,
'més:athCted-to-r95u1t'in'lduér.infldw9”qf-fuféign”lbans.
Alﬁﬁdugh'saﬁéjsudcessfmas'éecuféag-iﬁjéttempté to féduée

:A.H;D;g_itidid’ﬁat:reduce by the amount n&ééééitéiéd b§ fhé'dutput
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-1ovels. of :the Econagmy. - In 1877, domestic expenditure.was reduced

- by about-7%, frowm:.ths 1976 level dus mainly to a 40% cut in public

expanditure. Tohalfakpenditqra of the Central Gnuernmant_fall by
G5245 milliﬁn.ﬁ_lnuastmant i Lhe ptiblic sector wag down by 35%
from approximately 65355 millinn,in 1976 ta'GEZZD_million-in 1877,
while. pri uaua sactor 1nu95unenm decreased by Gi10 millicon from tha
Gi70 million level in 1978. Duk total-ccnsumptioﬁVincraased by
dﬁ,nugp 19?6o Private consumptiqn_uasﬁyp_by 114 and public con-

sumption was reduced hy 955, Imporis of merchandiss and ssrvieces

Ware, nuruallad desplna LhB increaso in UﬂTue of oil importas from
H ) - i

85137 i lio %n'1976 to %160 m11110n 1n 19'?7° The raduction in

the value of imports was G$147 willion, ( 14 ) uc G940 mlllvcn.,

Congsquently the value of non-oil imports was therafore reduced

by about a guarier.

~ The factors outlined ahbove led to a reduction in the current

acuuunc d91 it of the Balance of Payments from G$335 million in

,19?6 to GﬁZ#Z million in ?9??, But intarnatianal reserves were

\

I}

- Turther reduced by ahnun G456 ﬂlTllon and drauxngs of foreign lcans
not 355001aued wltn nauwanallz ation fell from G5211.4 million in 1976

- %o GﬁﬂSDeé mil;ion,"Interastingly, external lpans neaded to avoid

the increase in. arrears of payments on external bills wsre not forth-

coming.
SIS R

Daspite. improvements in 1977, the economy was still not out
of danger, Further reductions in A.#.D. were necessary, and in con-

v

sulvations with the I.M.F. in 1978 for the 11th standby arrangement

in as many yoears, it was agresd that more emphasis would be given %o
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- 1975~1980
' 1 2 .3
RN Dalyv ~Total Mat Loans For
.m‘gﬁﬂ ... _Eharass ____ JInflous Inflows - Mationalization 2 -3
1975 20.1 46.6 26.5 - 4646
1974, - 73203 7901 46.8 a bl 7901
1975 40.0 203,09 163,59 T45.0 158.9
1976 . 94.8 274,171 179.3 62.7 211.4
1977 99.6 © 151,13 51.7 0.y 150.4
...1878 . 193.8 251.1 57,3 - 251,1
979" 27749 539,7 67.8 - 339,7
?;SﬁﬂBCEQs,  B.0.B's Annual Reports

Puﬂl1cabluns

”ﬁ”d?;aﬁfjciencyiin:tha publir secfur;

*“*aruund tna nlmdle uf 1978.

" demand management policies rather than resttictions Tor the ednirol

of A..D., and that there would be oreater ddnﬁtdl;df'the_exﬁernal debt
“through the setting up of a body xesponsible for.data collection. and

sentral control. It was alsc agresd that ceilings would be set on

“external borrowing. The Government -faldt the need for a programme to
© kaise revenue, tighten~spanding:policies and to.foster a higher degroo
Far the flrSL time uherefore? in

197u the Mational budgat covared nut only the cpsratluns of the

;Lanura; Couarnmanu, buu also thase of the resu of the puullc sector.

- AfcentralfplanningxaUtharity, uhE State’ Plannlng Cnmm1531nn

WEs BSuablLSth 1n kaeplnq mmih this DbJEGLlUB and auarted to oparata
|ha Emmm;ss;an ‘was glUBﬂ Lhe respnn91h1 ity

-af the plannlng of. Lhe Ecdnany- NTuhln thay frameuark of the Socialist
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piiilosaophy and objsctives of Gevernment. Around the same time a

monitoring sub-commitise of Cabinet was set up to monitor primarily, .

financial operations of public sector sntities, to ensure that tar—

1,

ets sat are at 'ined aﬂd to recnnmand _pelicy far theoir atbainment

whenever necessary., These instib utlans mork towards an optimum

v

utilization of resources.

"ﬁiih'é-combinatihn uf-x;séal and monenary measuras, dDmBSuiC
ekpéndiﬁdre,ﬂés rédchd #G a lsvélrélight;y-beloq'that 1977 due
nly:to'5“16%'cutfin:phhlic seﬁgor capital egﬁeﬁaiture;;ﬁxmpnrts
wera consaqusntly raduced hy-10% from the 1979 lavel, and.mith'a
1354 increase-iﬁ ekpdfts9;thé'gép in th@jﬁﬁrbanﬁtacéguht of the
Balance af Paymants was reduced to Gﬁ52'million;irIﬁfiDms of loan
Funds uere nald ta Gﬁ251 m11110n, uLt damt charges accounued for
G‘19u.” mlll%qq_q;_??%,qﬁ that:GWPUWto, |
dﬁe to Lhe anuouraolng ‘rasulis af ighﬁ;ﬁinahnial management’

>

1n 1978 further Ecanu'z ~impraovement was antlc1patad in 1979. A

'real gruwﬁhroﬁ.ﬁ%,mas projectad for Guyana in- 19?9 ‘and 1n cognlzance

of.- uhE prevailing ob '153 tiahsVtha;axpanditqre'mas=sat accordingly.-

tThe'growthiu?faaving;was also crueciel to the .financial prograime

_.for- 1879, -so that Bank -rate was increased from -8 to 10%.

Unfnrhun 1 the projectdd growth did not materialise

~.because DF Dad ‘weather conditions and'uhstabla ihdusﬁriél relations.

. Tha sauvngs Aavel. requmﬁed was - alsa nat - obtalned reflaculng the slow

_growuh of moneyrlncumas and'higher pricesq Tha adjusuments necessi-

ad By Lha dapreessd gtata: of ourpuc uegre not achlaued, JIn fact,
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- investment, -which was budgeted at G325, " was in’ fact dnly held to
_G$STU with Csntral Governmept - increasing its investment by 71% to

- GH140 nillion. Consumption .in real terms. hazdly changed, but the

s value of comsumption expenditure increased by 13%.

“The Halance nf-ﬁhﬁﬂéﬁté'auf?aréd:as'a"fasﬁlt, with a current
accbuﬁﬁﬁgéﬁ'ﬁ%'ﬁﬁﬁsg millibn which was G$89 millicn more than the
'ﬁargeﬁ.4 Tﬁe'iﬁﬁfease'in'the bficé'ﬁfﬁfuel'dffbéuréé took its foll,
.”cbntributing'£6 a 15% movement in the terms of trade agéiﬁst Guyanas
"'Thé”incréaéed"vaiueidf'dil-aione'dECduhéedenr aﬁout 4/5‘6f the

increase’ in' total’ valie of merchandise imports, ‘At G230 millian,
'xuil;impprts-rapresenfad‘about 33%'offtntal ma:chahdise imﬁorts,

_Gﬁﬁq;millionrmmrafthan the valus in. 1978 and ahso?bad:29%19? axXport
=3aarnings3;,lnstaad uﬁ the projactedsﬁﬁ130-miklian'in net. inflous,
1ﬁhene-u§é-oﬁly;about=G$68milliuna The reserves therefore decreased
-by 554233m111i0n tb minus G4181.6 million mhile-bénkrbﬂrruuing was

increasad by 23.6% or G$183.4 a massive G§123 million above the

target, .
- MABAGEMENT OF GUYABA'S EXTERMAL .DEDT . -~

Iﬁ”éuaiué%ing'éxﬁérnal debt situations of dauélopiﬁgiccuntries
racourse. is téken in a number n?3indicators;7as:thé'éhlytbﬁjéctiue
criteria for anélﬁsié;' The arsas of cénbehﬁfétidnfaré firetly the
oitetanding ‘dabt: (Dout), and this is comparad with the (GNP) Gross
“National Prddiict o (GDP) Gross Domssiic Prodict of the céﬂntry.

ooy e - s o

3 Budget Spedeh 1973 pp,’ B3 T T

Ly
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LfSGPDndly; .Bebt ?l- ws are considered, with the. Deb+ serviee ratio
2(1=e. Deut ‘Service Paymenus as a percentage of Expo““s DS/;()9
,bQCUmingrthe'mnst;pqpular'maasufe'uf cradii mof‘tmness° The maturity
structure of ﬁhepDabt ié,alsc'giuéﬁ 80MB attentioh-and'Finally the
lauel p? &épgndancerﬁh;%areigp_iﬁﬁ;oys.as raﬁ;qqﬁéd_in the ¥roll
oyer?-pﬁiDébt nguice_paymanﬁéxénmpared with;diéburéeﬁentgz
7_(DS/D$§8)37_Tpésq,épqsidarafiuqs_Qiue_a”gengral-pipture of.ﬁha
':leve;lpf ind9bﬁgdﬁ%s3;pF_q duyhiryrand its debt,carryiﬁg_caéacity,
_'jng uncnrproblems are likely to asiéejéndrmaking pqssi tle

-imprquemants in qums and,in,nna,u*ilizatiannf loans..

Using the above criteria in a study of 69 developing coun=

-'}‘

} tr1os, Pierre Dhanca, " cancluded that the bagntriasﬂuiuh'deﬁt
‘;éerulca:prnhlems, are 1cauntries-uhich'ars éCfiue bnrrawersjnmt
mnly.torfinancé matUring nﬁligaﬁiﬁh3 but tnisecurE'a'largersUs~
' tainadJﬁet“tran§far relative to Imbdrts;bn.yhich they have bacume
,daﬁﬁndenﬁ.'fThayﬁéGEk largs’ cﬁpiﬁai,in?lows:euqn:thoughitheif debt
-accumulatas'un terms which are not faudurablsranﬂiin,apita of its
niah 19&91,-d¢ht coptinueé'tu arow faster than axportsu While a
'éa%isfacﬁoryr“rollnoﬁer” ratio is ﬁalnuawned, this is the cansequence
_fp?-inc?gasiﬁgly iérger therna} barrowing raﬁhsr:thén a cautious

", policy with aspecn to.the terms of new vorrowing .... . The cendi-

s

'igﬁs u?,past_bqrppming haua }ed;t5_a bunching of maturities. TJo
.pursue a. poli ﬁy af!sécuring-ﬁigh het transfers under these conditions
;uduld saun;inuolgg_a-horfouing:leﬁelrmhich_cnuld gqt;ba maintained
lbécause qf_sUpplyﬁorr”abéorp@inn“_constraiﬁﬁsg

e e e h e o e s Tt owe " e e e e

4- DH/74/26 Quaﬂnltaulue Inumcauurs and Ana1yﬁis nf Exnernal Denu
Prablams by P, DHDRLB - I e F. Ducumenbs,



wh

24

(23,

.From, C)J,8;2,millionxin 1873, the ex LernQT .debt of -Guyana

was up.by 205% to GH1153.8-.million by Dg;ember 1879, (Sse Table 1)}.
Table II indicates that when compared with G,ﬂ.P,,_ﬁhe Debi rose

Trom 66 -0f G.0.P.~in 1973 %o 28.6F in 1979. Table VI compares

BOUT with the G.M.Ps with even more startling results. From 1977

. oy . . 5
the Debi:was larger than the GoMN.P.”

When the ratio DDU]/G,N...'is'ndnsidérad for 92 middle and
low income counbrlas for 1977, anly in one case was the ratio higher

than that oF'Guyana.'_(i;é; the caQe*o?_Hauritaniaiuhere it Maé

in. three

111.7% in 1977). florsover, the ratio was Enly-élnsa’tc 70%

cases i.8. Lgypth, -Fali.and the .Congo.  The averags for low income

countrios was 25% ang for middle income: countries 18.6%.

“Hovever, the grovth of Guyana's' external Debt' has slowed

considerably in recént vears, frois 53% during 1976 to 6% in 1979

(Ses Table YI). The rate of “growth of G.M,P. has also been on the

decline, and significantly, in the 1870's it-was only im two years

1974 -and - 1978 that the debt Dreﬂ slower than the G.Ns Po -

Mhan comﬁarad with Expurts'a similér patﬁern amerges N
with the externaT Daon being greater than axpurts frcm 1976 and

unly gruu ng at a slouer rate in tuu years ugawn 1974 and 1978°

In fact expprﬁ gndwth has haan nsgatlue'for three gf-tha last'four

years, so thai when compared with ability to repay the growth of

cr
-
0]
@
p2s
[3'ad
@
L]
3
joi]
[

debt has been noisworihy.

As a consequsnce debt service paymsnits have been on the

- intrease, ‘exacerbated by incraasad‘bcrznmihg in the Eurodollar market

Documenu DF tﬁa'Uorlu Baﬁl Augﬁst 1979.

5 Worid Dpuélupméﬁﬁ Repart.
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Tin recent vears and the rapid rise ip”the Furodollar: rate. The

Dabi Service chargés rose From an average’ 3% of G.N.P. for the )
fizet 6 years of the 1970's to 254 of G.H.P, by 1979, (See . .
Tablé'III).' 1The increase betwesn 1975 and'1976-ﬁ481137% and i%-
‘was 054 and 40% in 1978 and 1979 pospectively. 1In 1979 debt
‘gservice uuﬁfl@ws were at the record lovael of G$274;97milliun5
gver.a third of exporis. Together mith,ﬁilzimpprts af G5230
million inz19795_the_debi sexvicejrapreséntedrqearly 2/3 af the
ualuéiuf'sxpa:is.-lThe debﬁ_segﬁice ratio uaé on the,climb from
1976, reaching-35% of exports in 1972 from 4% in-1975.
4 yhen campavad with the debt sorvice ratio for 1977 of the
samne 92 middla'aﬁd-lum'ihcdmeﬁcuﬁﬁ%riés mentioned earlisr, only: -
in 14 cases was the ratib higher, uith,thg!ayépage for .low income L
-~ countries heing 7.6% and Tor middle,incbme'countrias-9,2ﬁ,= _' ' .
JABLE VI
 EXTERNAL, DEBT COMPARED. MITH GNP, AND EXPORTS -
T Tgxternar 0 T T ae % T T T as g
VEAR Debt  Growbh . G.H.P, Growth  of 2 Exports Growth of 3
s 2 e B
1965 ° 86,5 L 297.7 32,5 7 2060 47.0
1966 99,8 3. 09,2 4 32,2 220 6% 45,4
- 1967 108, 5 g B41.7 11 7 T3t.8 0 244 109 44,5
1968 . 113.9° 5 375.0 10 20,5 1 266 8% - 42.8
1969 120.8 0 - 14 - 396,2 6 - 32.8 - .295 - - 10% 44,0
1270 146.8 13 424,90 7 - 34.5 304 - 3% 48,53
197147 296.8f - 182 450,2 B Y Bdl.6 T 33T - 10% BY9.1
1972 332.8 12 507.3 18 6.6 - 344 3% 96,7
1973 378,214 549,4 - - . B -68.8 333 O = 3% 113.6 .
974 44(),8 B g27.0° . 50 53.3 6540 95% 67.8
18975 . 675.8. - 53 . 1056.4 . 26 G4.0 .. 914 41% 73,9
1976 831.9 - 30 264.5 = 01.4 . 760 -17%  116.0
1977 . 970,810 . 945.0° . = 2 - 102.7_ . 706 . ~ 7% 137.5
j97a © 10686.0- . 12 - 1073.0 13 11.2 798 +13% 136..1

CUMovw CMB3.B. 0 G 095,0 T 20 T 405.407 7820 0w 2% 147.5

S e e L SR e £ i b 4 s —c. 3 - rm— R S S e N
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Sacauss of tha rising dobt ssrvies charges, the inflows of

N

gxtarnal liabilities have ﬁo ia correspondingly high in order to
realize a net Lvansiar ur,”ra_lwcuer” enough to breach tne gap in

the current accbunt of the Balance of Qaymantsa Guyana has there-

fors beunma,Jepandent on la;ge in lows to 1ak9 auri1 le the necesg~

E . : . -

',aryucapiﬁalr1npuvL9 Fur growch and deueTUpmant An the future and

survival in ths shur@_pun. Fort unately o;rpnfartunataly from 1977

to 1979 the desired level of inflows did not materialise.

The fact that borrowing on commercial terms was on .the

-’u‘

[
Ba M

increase in recent yeawrs, is hrought out in Table VII, Up from 3;

of total oustanding debt in 1971 to 374 and'zsﬁ in 1978 aqd 1979

respectivaly. With this increase the ratlrioy. gtructure of the

deht therefore deteriarated significantly.- (See Tab1a UTII) Debt

edusmandlng nf undar Bix years maturity, rose From 2p of catal debt

outstanding 1974 to 25% of this total'in 1978. And as Table IX
indicatasg,taera was a correspomn*nn increase in inberest charges,

grominn bu,20% in'1978 and 50% in'1979; The incraasé betwasn 1974

and 1978 was’ 27Bﬂ. “The - aueragn lnnerast rana Lharefora SuODd at 6%

iR 10?0 from-4.7% in- 1974.
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© EOMMERCIAL LOANS OUTSTAHDING

-SSR - . - e e e —— . ..

" YEAR © Dutstanding Debt Commercial 1 as % of

-1 oo

1971 - N 7 296.8 ) R B;9i51“
1972 .o 3%2.8. . 14,5
1973 -~ a7B.2 . 49,1
To74 o Casgis - 664
4975, - - 675.8 . 165.8 -
976 @81 - 280.7
Cq977 . T < wrols - - 346.7
Te78 e C4086.00 . ¢ 40145
1979 - .- - 11B3.8 . .. . 408.9- -

L. TABLE VIII-

HATURITY STRUCTURE OF GUYANA'S EXTERNAL PUBLIC
' DEBT BOMTRACTED

Ctev4. 1975 . 4976 . 1977

)

 OTAL - . 734.8  948,2  1165.1 ~  1355.6

Under 6 yrs. - 14.9  101.2 225.7: 282,09
6~ 12 yrs, 58,6 . 128,6 . 192.4 . 192.4
-Over 12 yrss = 661.3 71844 747.0  880.3

“As Percent of Total

Under 6 yrse. - . 2.0 C10.7 19.4 20,89

6 =12 yrss  B.0 . 1.5 - 16,5 . 14,2
Qver 12 yrs. 90.0 ©  75.8  64.1 64.9

SOURCEs = I.M.Fe - R.E.D, af Guyana ~ June 1979

2

13
13

25

32
56

35
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lfﬁiﬁ;;}ﬁ.

DEBT ;;'gﬁggs

GAn.

o o B . e S o - : “Averaqs Tncc"ss-
YEAR Amortization Interess Growth Total Deibt Rs
' e . BeruiCe’ 1)-

1974 1 7 q4ie - 7.1 -V 4,7
1975 . v L 183 L 207 23 -40,0';,- R T
1976 - . 48,0 46,8 16 .. 94,8 - 6,9
1977 62.4 37,2 - -21 88.8 a2
1075 149,35 445 20 q98.8 - 4.6
1979 - :205;Du~1 - 66.9 5D o 271.9 . 6.0

I A L R 2 S - s il i e e o

1) Ra of Interest Payments to Debi at the DEjlnnlﬂD of the vysar.

COTABLE X

Rl et e VIR

pEncaﬂrAf" GE_TDTﬁLtﬂﬂﬁLIC Dt L. TNELOYS. USED FUR
DIRECTLY PRODUCTIVE INVESTHERT =

' e ) - Lo .
R I

CS .. .497200 1973 0 1974 1975 01976 1977 1978

Tobal Inflows . .. . 2647 . 43.9 79,17 203.9 = 274.1.151.3  251.1
 Productive Investment - 6.7+ 2:9. 9.7 - 6&7 -102.8 70.3  185.3

% of Tatal - - - 28%. C TET 124" 32% - 53.,3%  46.4%  74.B%
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The picture that emovges Trom the foregoing analysis, is

ong of a country in fipancial difficulties, with a high and growing

BVtE“DEl pub:lic deht, [ors umg ificantly the growth of income
and exporta is not kaapingrpace”uith the orowth of external liabili

tiess -ﬁcréduap,rbECéusé,mf an increase in the level ﬁf borrouing
 5y£Publicfééc£0r 16n—f1nan al iﬁstibutiuns ﬁn Enmnarc1el bcrns;
there hqé_bgen a;deﬁegiqrat;on,in thalst:uctuyq_qf,@he gxternal
débt in- recent ysérs; with tha:cnhéequnnﬁ rige,in_§nterest and
,séruica péyheﬁﬁé. A rqwhegotiatipn o?réome.bf eﬁternal crodits
théré?urafbecaﬁé'ﬁséassary'in 1979, Finﬁily, in order tﬁ affact
- }érga,ennugh naﬁ;*fansfar fbi Balance q?‘?ayménts'and-qﬁher
purpdsés, Guvana iérfarcad {o borrou mﬁre'bn-éommerpial terms,
and_ihrnaut des;ﬁed inflmws are not rpa_L;ad becauso of the caﬁntry's
'ﬁﬁéstibhable bfeditworthihessr

'Guyana‘srgconomic LORS, iﬁ ﬁhe iété Tﬁ'é wers pfeceded by
,buoyanﬁ-sugar reuenués and hlqh leu 1s of nutnun in. 1974 and. 1975
This anoufaged the pulicy-make:a'to,emgark o an am; tious deve-
lapmens prngfémm§ @ifh'§xpénsivé public éec%of'prhjecﬁs. Génarqus
'péyiihcraasés Qe?e,gréﬁteﬂ 56& the allﬁra uﬁvAaﬁionalizatihn was

00 &

¥ great to be:ignqpad.'_gung term commitmants wers made on currant
income rather than a more long term permanent income approach.

() (]

Demand ciimbéd; édﬁpﬁftse by Ehb-risiﬁg pfibé of imported ?ual._i
Thé'éﬂuntry'was thareforé nat pvepared for the sudﬁn fall in rigér
prices Fram-;at931§75. 7 Exparts suffe-au even- urthar due to the
dcpregsgdiléuéigqu dutput oyer,£he yaars 1976 to 1979s while

dBW”nd remained- high qnd_supgnrtad_byrexterhql savings. The
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external debt there efors secane a focal point as Guyana wasg con-

fTronted wit h a sar10US debt managemant crisis. To reduce aggregate

e

rineg

1Y
R

dapand while tp o increase revenus in the face of falling pricss

is problematic in view of the commiiments of the previous years.

Warkers were promised furkther increases in salerios in 1977, 1978

v

nd sven 1979 and tn s%qp snme of the development projects would
have raused evan grsaber costs to tho economy than the costs

assnpiatad uith cont1nuat1uqq Mew nUGSLmBnb is q i ofton necess—
, > S

_ary to maintain or increase productinn. Consumptinn demand may

only be controlled to a point, without affascting production.

Attampts wera made nevertheless with some succass to control
agonag ate demqnd from 1977s - Hnre stringan’ exchangﬁ connro1

measuras bacame a paa" of tne Guyanese exls enca in uhe 1070'3 and

‘gthar insti@uticnal arrangemnents were introduced for grealer central

-cantrol of the sconomy. Fipancial and other targets were set include.

inyg ceilings on local and sxternal borrouwing. With the advenit of

more rational investwent plannilng serious attempts were made to

3,

adjust capital expenditure to available resources. Local savings
was encouraged by the lncreases in interest rates in 1978 .and 1979

and salary inecreases wera conbtrolled in 1979,

Tne growhh rave af the hvnarnﬁ1 DBhu was snnsequen y'held,

ta 129 in 1976 and Dp in 1979 from a h1gh 53% grum in 1975. = The

Balanco af Paymanus D fiec it on Lurrent Account fell from GH3402

fue

n

ITi n n 1976 to G‘az illion 1n 1978 and was GE190 millian
.1979§ Demann was not vun rol_ad to the amounts necessitated by the

fall in reavenue and the plaﬂnars-mere assisted by a shortfall in
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inflows in their offorts to contreol the outs dlng muot,' On tha

production side such Tactors as the weather and industrial relations
7. - 7 - b - o s - o -, . s ) . ) 7 .-_
contrived to keesp productlun—lauels dopresssd. Furthermors, the

pace of projected in p1cnensau1nn has boen slow because of shorbages

eohh1Cians, instii

R

o

skkilled Lti'nal vaalknesses, ancd high costi overn-

"runs to be met locally in an economy plagned by a shartage of cash,
Serinds,mfforts werg theraforg 1ada uD control loan 11?10w8,

bu* much aLuanu1on was not paid th the ﬁinro cnntrn1 of dehu, i.aa

i

)

_tQ éaturity s££ucthGs and in bsims; rﬂ;eso As may Se seen in
Tahlarfﬁ, h aﬁef%ée 1nuaréqv rate was as hiéh'as_éﬁ in ?979 %£um
'fvﬁﬂ in 'ﬁ97ﬂo';£0mmercial lmﬁns'réﬁaiﬁéd-nberiﬁﬂﬁ 6f7ﬁ6éalroutstaﬁﬂing
lognas fnuﬁr 9?6 lin g uﬁly mérginally;in 19?9 fram”ﬁ?%rin 1878 to
‘35% ai-ﬁﬁeiand dﬁ“1§79u- See Table VII. iéboré-térﬁ loaﬁv-are atill
"'h'cia'innféaée:mifﬁ the aunﬁraqtéd deht uhdanféik'yeérs,aé a propor-
tion of total gquihg'eﬁéfy ysar;_-fhié is pafﬁlyrdﬁé to the seriouse
'nessud?:ﬁhe?deﬂt;brdblem,, Lffcfﬁs are made'ﬁéigét as-mucﬁ:o?_ﬁﬁa
térgatad infldﬁ}asiﬁQSSihle.unlcdnﬁéssihnaryttérhé; béﬁzbecaUsé'of

thé iaGeI féq@' ed - a consli iderabie pvoporu1on hds to be taken on
cﬁmméfciéi-tefﬁsf_ Thsrﬁeeﬁ tﬁsra?drs'énnstrains thsfbﬁrruﬁgro-

20 Gnmmittéarwhich was instituied in 19%9
tn'k995 a compéahahsiﬁa-fecord‘n? xiernal debt oparatiﬂhsg to approve
Bﬁtefﬁairborroﬁiﬁbiéﬁﬂ hapa?uilf'éﬁ maka'such'efébrfsras'possibié to
imhrﬁﬁe.thé'éﬁrﬁcturérﬁ?'éha ﬂéb%;-haé nﬁﬁ-heen-doingruery muéﬁ-if
_an;thiﬁﬁ”in-this direntiuﬁo _Thié ma?_héréa"ﬁaﬁausé of ﬁhe shnrgages

of skilled wanpower and the consecuent overwork of the members of the
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commitiee, saddled with a Tull-time job; to be dane in their spare
tine. Tha gcanomy has sa far been unable to undertake the sort of

3 L N - < i '-'7' . . o B ° - L o

centrall sad horrowing commwon in alist countries with the related
advantaces,’

in the area of utilization of axbernal éredi

ts, hcpafully

“the mistakes of 1976 will not bo repsated, with Lha newy ingtie-

_tuﬁignal arrangemenﬁs ang 8 wore raulonql and m term perspective

ta plann nD, the Invastmsnu pronramme uould be tailored t0 Tavenuas.

Vi

ﬁlu native inuascnanu oppnrnunities should be well inuestigated.

Tha World Bank has cumplained ﬁhah there is 'insufficient co~

“ordination and monitoring c‘ prngeut a/ecun1on‘ It is clear that

more needs to be dops in this direction; but again the wmanpower con-
straint is an ebvious cause.
In the short »un, however, one can only ask mors effort and

conmitment on the part of thouse involved. Fortunately, an ipncreasing

s heing used to directly increaso

.
-

proporition of the external inflows
the productive capacity of the economy. (See Table X). 1In 1972 only

25% of inflous was used to incvsase procuction. Even smaller amounts

e

wore utilized in this dirvection in 1973 and 1974, but in 1978 it was
almost 75%. This is a gyood sign and the trend should be continued

since increasing ths ability of the economy to service the debt is

an iwpontant asphect of management.
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cumcLUquus'
]Ha merits of Extern l Dabt management despite the limita-
tions and dif?icultias are obvious., UDecause of Guyana's current

f?ﬁanu1al SUuaaza, proper managemant of the debt is af paramount

1mnoruance'i? we are to avaid catting decner into vhe ¥dabt trap?,
Sueh control and Managamenﬁ is an impnrﬁant facet of thes planning
prccess fnﬂ grouth and deua npnenuu Through macro control of the

scononic variahles, scme dcwnward pressuré has been_exerted_oﬁ the

'grdﬁthxu%:t'9 ﬂebt; Howevar daépita thé(sﬁdfﬁaéeé:ﬁf'ékilléa ﬁan;
paMdE:mbia'ﬁéaas {6 bég-anﬁ'caﬁ_bs dﬁné ih”%he érea of mibru
cunﬁrbi (iaé;ithe.bhﬁ£301 bff£he:térm§) 6? ?dfaigﬁ-Baﬁrdﬁihg'and
ih the utiliz fiuﬁ of such érédiﬁs. The .debt committee which
seems somewhat durmaht-needs tﬁrbé:réuitéiiﬁed;éﬁd-éhdaid;ufféfi

~some ditection and advice to the po licymakers. -
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