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FOREWORD

Within recent years, and particularly since Guyana in
1965 assumed responsibility for the control of its Currency and
International Reserves, it has become urgent that reliable statements
of the country's Balance of Payments transactions be compiled and

published, with sufficient explanations to facilitate their use.

This then is an attempt for the first time to publish in
a single document a statement of the Balance of Payments transactions
of Guyana together with a brief description of the Methods and

Sources utilised,

Much of the Methodology was established sometime ago on
the advice of a representative of the International Monetary Fund,
and the general principles and underlying procedures have been those
recommended in the Balance of Payments Manual issued by the Fund.
However, all sources have not been fully developed and constant
attention is being given to the organisation of the basic sources
of the information so that maximum accuracy and comprehensive coverage

could be achieved in the series produced.

An attempt has also been made to indicate the religbility
that could generally be attached to most of the values, It is
therefore hoped that this document would go a long way to satisfy
an inportant statistical need on the part of a wide number of users

of Economic Statistics.

The material has been compiled by the staff of the
Statistical Bureau, A nunber of business firms and Government
departments and agencies have also assisted by providing valuable

information and their co-operation is gratefully acknowledged.,

F, E. Hope

Chief Statistician.
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METHODOLOGY AND SOURCES

Merchandise Transactions (Item 1) - The value of Imports and Exports included

in the Balance of Payments were-derived frem Reports on the External Trade of
Guyana and are reported at their transactions value. Imports are entered
C.I.F. end Exports at their F.0.B. prices/ -Cuyana has a very limited inter-
national Merchant Fleet. Consequently, practiwally all imports into the country
arri%e“in fareign owned ships. No study has been done to estimate the value of
insurance and freight in imports, cohsequently it has been found more convenient
not to attempt to separate insurance and freight from the total value of imports.
Both lmports and exports are valued at the point where they cross the Guyana
Customs frontier. Generally, coverage of the Customs Statistics is good.
Certain coverage and valuation adjustments have been made and these
refer to ngar Preference Certificates, the value of which has been added, and
goods on rental, the value of which has been excluded. Gold imports are not -
usually included in the ImPO{te_Statistics therefore no adjustments. were necee~
sary for these. Figures for exports include re—-exports. Ships' stores ard

bunkers have been excluded and have been cariied to another item.

Non-Monctary Gold (Ttem 2) - Taports of Nonediondtary Gold have been included in

this item. There are no credit entries because exports of gold are negligible.
Although Guyena is'a gold prqdu01ng country, dittle or none of -the: gold has
found its way to uhe foreign market: wzthln recent years_

E#eiggteand Insuvance on Intermationsl Shipments (Item 3) —~ As was indicatsd in
the previcus paregraph, no attempt has been made 1o- separafe Ffeiéh% and fﬁl

surance from imports Codnf Consequently the entrles agalnst this 1tem are malnly
recelpts. The data have been derived from reports prOV1ded by reoldent Ship plnc
Companles and they refer malnly $0 Frelght pald to Guyanese Companles on account

of exports from Guyana.

1

Other Transport (Item 4) ~ The debits against this item were derived mainly

from data on fares collected by foreign Air and Shipping Lines or wers estimated
on the basis of the number of Guyanese departing from Guyans. Since the country
has no Internaticnal Shipping or Air Lines .all, payments in respect of trans-—

portation were taken to have been made to forelen companies.

L



QQ£§h§ Receipts! side the item covers thélialuﬁuof shipsiﬂstores
end bunkers, and receipts jn, respect of repairs.and servicing of Aircraft,
port and gerodxpme,du@a, and expenditure of ships!tcrews.in the country.
Port and agrpd;ome dues are ¢ollected ‘by the Government .and therefore fairly
reliable figures are available. Expenditure by ships' crews are,:however,
estimated on comparatively crude data and are not to this extent very reliable.
Charges for repairs and servicing are reported by the companies providing the

service.

Travel(Item 5) — The Debits in this item relate to expenditure made by

Guyanese travelling abroad. Again the figures are estimates based on the
number of Guyanese reported as having left the country temporarily. Therefore
the margin of error could be fairly wide. The credits on the other hand cover
expenditures in Guyana by foreign visitors. Since 1964 the -amounts have been
estimated on thefpasis of the expenditures reported?ﬁg visitors on question-
naires provided by the Statistical Bureau, and the n&gber of visitors‘érrivipg
in the country. The expenditures by intransit touriSés are also included.

Prior to 1963, estimates were more arbitrarily based.

Investment Income gltem 6) - A large portion“ofi%ﬁéﬁdomestic economy of

Guyana i dominated by‘éxpéfffafe enterprises, ééhééquéntiy, payments on account
of Investment Income are.compafafively high each year. Interest on Governqenﬁ
External Debt.is also debited as a payment of Investment Income. There arelalso
a number of firms that make interest payments abroad and these payments are in-
cluded as well. The credits are comparatively small and they represent receipts
of interest earned on foreign securities held by local Insurance Companies,the
Post Office Savings Bank, Building Seciety, Government Sinking Funds and other
Quasi~Government Funds.

So far as the Investment Income of expatriate firms is concerned, the
estimates are based on data of profits after tax supplied by expatriate resident
firms, and are considered to be fairly reliable. Interest on Government external
debt are firm figures provided by the Treasury. Receipts of Investment Income,

however, are estimated on the basis of the face value of foreign securities held
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by the institutions enmumerated in the previous paragraph.

All,profiﬁg—after—tax of expatriaté‘firms are shown as Investment
Income. No attempt‘has been made to allow for undistributed profits which
may have been ?e—invested;ip the country, as such figures are not normally
available. However, since the expatriate firms operate under the control
of parent companies abroad, it is considered reasonable to assume that un-
distributed profits would not normally be held locally, but would be at the
disposal of the parent company, and would therefore be held abroad. It is
recognised that new fixed investment and probably replacements of fixed
assets as well may be financed from accumulated undistributed profits. To
the extent therefore that investments are so financed then the outflow of
funds under Investment Income would tend to be partly offset by the inflow
of funds under Direct Investment Capital. Reference is made in a later

paragraph to the treatment of depreciation allowances.

Government (Not included e¢lsewhére ~ The credits against this
item comprise mainly the estimated expenditures in Guyana by U.K. Troops,
certain Govermment receipts from abroad and the expenditures of forein
Congulates and Missions in Guyana. The debits are mainly services which
Guyana received under aid. Certain expenditures in cormection with the
operation of Missions abroad, and the rental of certain equipment are also
included.

The information on expenditures by U.K. Troops are supplied by the
Army Asthorities in Guyana. Foreign Consulates report their local expenditures
to the Statistical Bureau. Other information is secured from the Financial
Report of the Accountant General. Data on services under aid are provided
by the Govermments granting such aid. This figure is matched by a similar

amount credited as a Unilateral Transfer.

Other Services (Item 8) - This item covers a miscellaneous number of service

items, the most important credits being claims paid in Guyana by branches of
foreign Insurance Companies, Agency Fees and Commissions, Foreign Contractors!
services and certain other receipts from abroad in connection with storage

and stevedoring. The debits are mainly head office expenses incurred and paid by



resident expatriate companies, premiums collected by foreign Insurance Com-
panies, claims paid by local companies to Insurers abroad, certain fees and
commissions, film rentals and payment in respect of pools. Most of the
information is derived from questionnaires sent to Insurance and other Com-
panies. TFigures compiled from these returns and included in this item are

therefore considered to be fairly reliable.

Unilateral Transfers (Items 9 & 10) ~ This item relates to transfer payments

and receipts by both private persons and Government. So far as the private
sector is concerned the credits are mainly Money Orders and gifts received
from abroad. The payments are mainly Money Orders sent abroad, private
pensions paid abroad and an estimate of cash taken out by emigrants. In the
Government sector, Unilateral Transfers represent grants received by the
Central Government from other Governmments and International Agencies; a sub-
stantial portion of this figure relates to C.D. & W. Grants from the United
Kingdom and from the United States of America mainly in the form of techni-
cal assistance. The debits under Central Government are mainly estimates of
peyments of gratuities and pensions to former employees now residing abroad
and other Government contritutions to external agenciese

The figures relating to the Government sector have been derived
from the Financial Accounts of the Accountant General, and are considered to
be reliable though the figures for pensions are estimates. Pensions paid
ahroad by private enterprises are reported amnually to the Statistical Bureau,

and the value of Money Orders is supplied by the Post Officee.

THE CAPITAL ACCOUNT -~ In this section of the Balance of Payments are recorded
all changes in Claims on the Capital Account ¢f transactions between residents

and non-residents.

Direct Investment in Guyana (Item 11) - These amounts include expenditureson

fixed assets by foresign-owned companies in Guyana as well as changes in in-
ventories and in the case of Mining Companies amounts expended on exploration
and land clearing. The total of these expenditures is, however, adjusted by
Capital Congumption Allowances reported by expatriate firmse. Accordingly, the
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figures appearing as direct investment in Guyana by expatriate firms are net
of depreciation.

This country does no direct investment abroad, consequently, there are
no assets entries. '

A1 the figures of direct investments are reported by the firms con-
cerned on questionnaires provided by the Statistical Bureau.

Other Private Long Term Capital (Item 12) - On the Credit Side (Liabilities)

these amounts comprise purchases by expatriate firms of securities issued in
Guyana, claims arising out of Contractor financing of projects in the country
adjusted by payments :in respect ef such financing, and contributions by the
Sugar Companies to: certain Sugar Funds.

An explanation should be given at this stage relating to the treatment
of Sugar Funds. In Guyana, the Sugar Companies are expected to contribute fixed
amounts based on the export of sugar to the Sugar Labour Wglfare Fund, a Re-
habilitation Pund and a Price Stabilization Fund. The first cne is not re~
levant to the Balance of Payments as the contributions are made in respect of
Welfare projects for persons employed by the Sugar Industry and are therefore
resident to resident transfers. TheAremain;ng two, however, are considered o
be relevant to the Balance of Paymenta?%he Sugar Industry normally utilises funds X
from the Rehabilitation Fund for the finencing of some of its capital investmens
expenditures and from the ETice Stabilization. Fund for support to the industry
in times of low prices. Consequently, the contributions to these Funds have
been treated in the Current Account as part of investment income attributable to
overseas residents. This same amount in pripciple has been brought back into the
country as a credit to Long Term Capital Investment, as the Funds are administered
locally by the Govermment. However, the actual amounts that have been carried to
the Balance of Payments in any one year are the contributions less any amounts
withdrawn by the companies during the year.

On the Debit Eidézgﬁié item (Assets) ave included amounts which are
mostly Portfolio Investments made abroad by certain enterprises. The institutions
whose portfolid transactions are covered are the local insurance companies and
the New Building Society. The Balance Sheet reports of the Insurance Comapnies
are the source of the figures in this item and a high amount of reliability is

therefore achieved.
Other...
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Other Short Term Private Capital (Item 13) -~ The Short Term Assets and Lia-
bilites are mainly changes in the Current Assets and Liabilities by foreign-

owned firms. These figures are derived from reports submitted by the firms.

Central Government Capital Movement (TItem 14) - On the Credit Side of this

item are recorded loans received by the Central Government from the United
Kingdom and other foreign Governments and External Agencies. Repayments are
entered on the Debit Side. Also included in this item are certain capital
transactions by and amounts accumilated with the Caribbean Currency Board on
behalf of Guyana. The details are derived from the Financial Accounts of the
Accountant General and the figures are therefore considered to be reliably

based.

Monetary Sector (Ttems 15 to 20) =~ The Central Government Assets are the

investments made abroad by Government and Quasi- Government Funds. These
Funds are the, Sugar Industry Special Funds, Government—owned Sinking Funds

and certain Trust and Miscellaneous Funds.  Also included are the transactions
with the Joint Consolidated Fund. The Securities are valued at their trans-
actions value.

The Commercial Banks Foreign Agsets and Liabilities relate to changes
in balances due by banks abroad, mainly Head Offices, to local banks or balances
due to banks abroad by local banks. The Commercial Banks make periodic con-
solidated statements of their assets and liabilities from which the balances are

extracted.

The currency in circulation are the issueg of notes in Guyana by
the Caribbean Currency Board which for the purpose of these accounts is treated
as non-resident. Increases in currency in circulation therefore are interpreted
as increases in Guyana's foreign assets.

The Post Office Savings Bank Assets are the Investments made abroad by
the Bank. The Annual Financial Accounts of the Accountant General are .the
source of the figures for the Savings Bank and the Funds referred to earlier

in this section. The figures are therefore regarded as very reliable.









9.

TRENDS IN THE BALANCE OF PAYMENTS 1960 1965

In 1960 the value of imports exceeded the value of exports by just
about $19 Mn, Since 1961, however, the tendency has been for exports of
domestically and foreign produced goods to exceed the value of imports of
merchandise. This surplus on the Merchandise Account was just about $2.2 Mn.
in 1961. It increased to $37 Mn. in 1962 and $%4 Mn. in 1963, but fell to
$18 Mn, in 1964. While exports were increasing because domestic production
was expanding imports had declined due largely to political conditions in
the country between 1962 and 1964. Investment activity for instance was
seriously curtailed involving a corresponding decline in imports of Capital
Goods.

TLe trend changed, however, in 1965, when imports on the Merchan-
dise Account exceeded exports by approximately $4 Mn. In that year exports
had increased by approximately $8 Mn. but imports expanded even faster under
a changed political climate and improved economic activity. Firms which
had allowed their stocks to decline to a very low level in 1962 to 1964 were
beginning to build up their inventories again; also the purchase of consumer
durable goods increased significantly in 1965 after a somewhat depressed
level of purchase of these items during the previous three years.

It should be pointed out, however, that because of the dislocation
engendered by the 1963 General Strike (in which the Civil Service was in-
volved) a substantial amount of goods which entered the country was probably
not recorded. In this event the value of imports may have been significantly
higher than the 118.6 Mn. shown. The balance of visible trade may therefore
have been somewhat lower as the situation apparently did not affect the
recording of exports to some extent.

When the balance of visible trade is being reviewed, it ought to be
noted that in the years 1962 to 1964 when surpluses were recorded, investment
expenditure in the domestic economy was at its lowest level. Conversely when
investment activity began {o improve a deficit on the Merchandise Account
appeared. This is a significant relationship as a propensity to import
capital goods is very high in Guyana. Another important factor is the rising
level of imports of consumer goods particularly consumer durables, the imports
of which tend to rise with increased earnings by individuals,

It should, however, be noted that while the higher walue of exports
was due largely to higher prices for export commodities, it was also partly
accounted for by increases in the volume of aanc.cxports notably Calcined
Bauxite, Alumina and Rice. In the case of Sugar, while the volume of exports
declined compared with 1961, during the period 1962 to 1964, export prices
were rather favourable and this effectively counter-balanced the fall in the
quantity of sugar exported. In 1963 in particular, the world market price
of sugar was particularly high; the average export value was $262.00* per
ton, compared with $186.00* in 1960 and $181,00% in 1961i; however, prices fell

*These are uncorrccted for undervealuation of
sugar in Customs documents.
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sharply in 1965 when the average export price reached the very low level
of $166.70 * per ton. .The same phenomenon was observed in the case of
rice where the aversge export prices fell from $3%6.00 per ton in 1963 to
$242.00 in 1965.

The indexes of export prices (See Appen. 6) indicate that
average export prices were rising since 1960, but declined very sharply
in 1965 by approximately 15%. Thus it was mainly the price factor that
sustained the total value of exports at the higher level during the
period 1962 to 1964 and this same price factor was also largely responsible

for the depressed total value of exports in 1965.

The quantity indexes of importsghow that in terms of volume
imports rose by about 3% in 1961 compared with 1960, but feil in 1962
and 1963 when the volume reached its lowest level i.e. about 15% below
the level reached in 1961. 1In 1964, the sxpdansion . was marked
representing an increase of 28% over the previous year. In 1965 there

was a further though less spectacular rise of about %% in the volume of

imports.
Tgble 2
QUANTITY INDEXES OF IMPORTS
1961 = 100
1962 1963 1964 1965 1966—1/
100.0 92.8 84.7 108.4 '112.6 123,5

1/ Preliminary

While export prices were rising sharply as was pointed out
earlier between the periods 1960 to 1964, it appeared‘that import prices
were fluctuating somewhat but tended to rise moderately until the end

of 1964. In 1965 there was a significant rise in import prices. Generally,

therefore....

* This is uncorrected for undervaluation of sugar
in Customs documents,
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therefore the Terms of Trade i.e: the purchasing power of our exports

in terms of imports appeared to have moved in this country's favour during
the period 1960 to 1964. In 1965 there was a definite movement in the
Terms of Trade against Guyana, but preliminary figures for 1966 do not

indicate any worsening of the position.

THE INVISIBLES - The most significant figure among the invisible. items

is the Investment Income payment abroad. Throughout the years this

figure has been substantial, representing a significant outflow of funds
from Guyana in the form of profits to foreign shareholders. This figure
tended to increase with the rising level of exports as the main commodities
that enter the export trade are produced by foreign—owned enterprises.

The Government public debt has also been increasing rather sharply. The
increases relate to loans raised abroad for financing Govermment's first
five year Development Programme. Interest charged on the outstanding

public external debt has therefore been rising rather significantly.

Guyana has no Tourist trade and no International Shipping,
consequently large outflows occur through the external travel of citizens

of Guyana and the imports of goods in foreign ships.

UNILATERAL TRANSFERS - As was pointed out in an earlier paragraph,

Unilateral Transfers are gifts from residents to non-residents, or vice
versa. They also cover grants or aid made available by foreign
governments to the central government of Guyana. Receipts on account
of private  transfers have been mainly in the form of money orders
received from abroad while payments have been mainly in respect of pen-
sions. The tendency has been for the country to record a net payment

on this item.

With regard to transfers at the government level, the main item
on receipts are the grants by the C.D. & W. Fund in the United
Kingdome This amount has been in excess of $4 Mn. between 1960 and 1962,

but has tended to decline since then. United States aid in the form of technical

assistance....
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assistance have also contributed significantly since 1962. Payments are
mainly in respect of government's contribution to Punds, and pensions
to persons resident abroad. This item has always provided the substantial

surplus.

THE CURRENT ACCOUNT BALANCE -~ In 1960 and 1961 there were large deficit

balances on the current account; in fact these net outflows of funds on
the current account were $44.7 Mn. in 1960 and $19.6 Mn. in 1961. In the
period 1962 and 1963, the country recorded surplus balances on the current
account —= $9 Mn. in 1962 and $26 Mn. in 1963. This improved position was
due largely to substantial surpluses recorded on the Marchandise Account.
In 1964 and 1965 the current account balance changed trend and was in

deficit again. - $12 Mn. in 1964 and $28 Mn. in 1965.

FINANCING THE CURRENT ACCOUHT < The major investment activity in the

private sector is carried out mainly by expatriate enterprises. Consequently,
high investment in these enterprises imply large inflows of capital funds
from abroad. Thus in the years 1960 and 1961 the current account deficit
balance was financed mainly from the direct investment of expatriate firms
supplemented by substantial loans made by the United Kingdom Government

to the Government of Guyana. Changes in the external balance in the Com-
mercisl Banks also helped to finance the current account deficit. There

was thereforgparticularly in 1960, sare reduction in foreign reserves.

In the years 1962 and 1963 investment activity by expatriate
firms was relatively low and when the outflows arising out of the pro-
visions for depreciation @f the assets of these enterprises were taken
into account the direct investment figure was reduced substantially.
Government loans were, however, at a high level, but changes in short-
term assets of companies represented outflows of funds. During the period,
however, the external reserves of the country increased, as the Balances
held by the Commercial Banks with their Head Offices, showed important
accumulations $6,8 Mn. in 1962 and $13.7 Mn. in 1963.

In 1964 Direct Investment (net) by expatriate companies

increased.....
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increased to $9.5 Mn., and in 1965 this flow rose further to $16.2 Mn.

In bothﬁyears there were net inflows of loans to the Central Goverﬁmenf
and of known short térm éépital. However, it did appear that holdings

of foreign securities by certain Statutory Funds and Financial Institutions
declined in'1964, and again:in 1965. Further because the current account
deficit in 1964 was:reléfivély small ($11.7 Mn.), and as the Capital inflow
on account of Direct Investmentbhad also increased, the Ixternal Reserves
in the form of Bank Balances increased by $6.3 Mn. in that year. However,
these balances,which were in fact rising since 1962, declined rather
substantially (812.4 Mn.) in 1965, because of increéased imports, ard a
current account deficit that was much more than double the deficit of the.
_previous year (1964). Thus thé Current Account Deficit in both 1964

and 1965 have been financed mainly by inflows of investment capital and
loans to the Central Government, and additionally‘in 1965, by a reduction

in the foreign balances of the Commércial Banks.

UNIDENTIFIED EXTHRNAL TRANSACTIONS = The figures which appear as'net

errors and omissions" have been rather substantial throughout the years,
particularly in 1962 and 1963 when they represented net outflows which

have not been identified.

Although there were exchange control restrictions on the external
movement of certain funds between 1962 and 1964, there have nevertheless
been unauthorised transfersof funds from the country which have not
appeared in official statistics. Besides, even under exchange control it
was-possible under certain conditions, for instance on Emigration, to with-
draw funds from the country. However, under existing conditions of
statistical data these movements too did not form part of the official
statistiqg. To a 1a£§$ extent therefore the "errors and omissions" figures

reflect unidgntified[movempnts of private short term capital.

BALANCE OF PAYMENTS =~ 1966 - An attempt has been made to provide pre-

liminary estimates of the key items in the Balance of Payments for 1966.

Merchandise....
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Merchandise Exports were valued at $154.4 Mn. in 1966, and Imports $202.0 Mn.
giving a deficit on the Merchandise Account of $ 7.6 Mn, after correction
for any under-valuation of exports. Investment Incomes including Government
Debt Interest payments have been projected to increase to $31.6 Mn. The
Government received grants totalling $8.9 Mn. from foreign sources, and

these together with payments in respect of services have made it necessary

to project a Current Account Deficit Balance of $30.9 Mn. in 1966.

On the financing side, Net Investment by expatriate companies
has been estimated to provide a-net inflow of capital to the value of
$19.0 Mn. and Government loans have provided a further sum of $2.0 Mn. {net
of repayment). During 1966, the balances held by Commercial Banks with their
Head Offices have decreased by $6.7 Mn. and the Central Bank experienced
a decline in its foreign assets of $5.4 Mn. As a result therefore of the
large increases in imports arising chiefly from large scale public and
private capital expenditures, Guyana suffered a reduction in its foreign
reserves to the amount of $12.1 Mn. despite the large inflows of official

grahts and loans, and private capital.

Teble 3 A PRELIMINARY STATEMENT FOR 1966
VISIBLES $ Mn.
1. Merchandise Exports (f.ob.) + 194 .4
2. Merchandise Imports (c.i.f.) - 202.0
3. Balance of Visibale Trade 7.6
4. Non-Monetary Gold - 0.7
INVISIBLES
5. Net Investment Income 28.6
6. Other Invisibles (Transportation Travel etc.) 3.4
T« Private Transfers + 0.5
8. Government Grants + 8.9
9. Current Account Balance - 30.9

CAPITALecoens



Table 3 (Cont'd)

10.
11.
12.
13.
14.
15.

16.

CAPITAL AND FINANCING ACCOUNT

Direct Investment

(Depreciation Allowances)

Government Loans received

Government Loans Repayments

Decrease in Commercial Banks!Foreign Balances

Decrease in foreign Assets of Central Monetary
Authority.

Other Capital Movement including errors and
omissions.

Net receipts and Capital Inflow (+)
Net payments and capital outflow (-)

+ 36.0
- 17.0
+ 3.8
- 1.8
+ 6.7



































